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2003 SENATE STANDING COMMITTEE MINUTES 

BILL/RESOLUTION NO. S92314 

Senate Finance and Taxation Committee 

□ Conference Committee 

Hearing Date February 12, 2003 

Taoe Number Side A SideB 
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1 X 
1 X 
2 X -- 2 X 

Committee Clerk Simtature ~, l,.... _\..1 t-... '"· ,.\.. "- • ( , \ " t---... 
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1370-end 
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4375-end 
1 .. 140 

I 3960-6070 
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(~ Minutes: 
'\ 

Senator Urlacher opened the hearing on SB2.314. All committee members td'e present. This biU 

relates to eliminating the individual and corporate income taxes. 

Senator Randy Schohinger (mtr #1389) .. Primary sponsor of the bill, introduced the bill its 

intent. Provided testimony is support of S132314. Written testimony is attached. 

Senator Seymour (mtr #2042) .. Requested infonnation regarding a timeline of changes and what 

specifically the changes would be. 

Senator Sohobinger (mtr #2071) .. Referenced handouts given with written testimony. 

Senator Urlaoher (mtr #2176) .. Regarding the savings of 520 million, where does that come 

from? 

Senator Sohobinger (mtr #2200) .. Answered with projections and forecasts. Gave answer based 

\ on proposed amendment. 
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Pqe2 
Senate Finance and Taxation Committee 
Bill/Resolution Number S823 l 4 

.,~. Hearing Date February 12, 2003 

Senator Urlacber (mtr #2330) - Requested clarification of amendment. 

Senator Schobinpr (mtr #2344) - Reviewed the amendment and clarified the languaao. 

Amendment brinp the bill revenue neutral. 

Senator Wardner (mtr #2435) .. What is )'Our response in regards to low income people that do 

not pay income tax at this time? 

Senator Schobina« (mtr #2t168) - Oave an answer based on a visit with students. 

Senator Nichols (mtr #2662) - Question on figures in written tc.thnony. 

Senator Schobinget (mtr #2715) .. Clarified where funds would come from and how the funds 

would be redistributed 

Senator Nichols (mtr #2804) .. To stay revenue neutral, taxes must shift. Who picks up the shift? 

Senator Schobinger (mtr #2866) .. That assumes a shift. Benefits of a large corporation 

employing people outweighs the corporate tax not paid, Gave additional detailed testimony. 

Senator Nichols (mtr #2984) - Research and data is available thlt addresses the importance of 

different components of a decision for a business to locate here. Are many other components. 

Senator Schobinger (mtr #3045) - This issue is that important. Many other benefits of NDt this 

increases om rating as business friendly. 

Senator Urlacher (mtr #3149) • Requested clarification ftom Tax Department. 

Senator Schobinger (mtr #3216)- Referenced handout that provides additional information. 

Senator Tony Grlndberg (mtr #3328) .. Testified in support of SB2314. Testimony includes why 

he supports this bill. Referenced a handout regarding "States without a personal income tax 

population change comparison". Gave much more detailed testimony as to why he supports this 

bill. 
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Senate Finance and Ta~ation Committee 
BilVResolution Number S823,14 
Hearing Date February 12, 2003 

a ' ! 3 

Senator Nichols (mtr #4606) .. Asked a question regarding the couple he used II an example in 

his testimony and amount of additional expendable income they would have, 

Senator Orindbera (mtr #4705) • Answered on his perception of how this bill will temain 

revenue neutral. 

Senator Nichols (mtr #4756) - Who makes up the shift in taxes? 

Senator Griftdbera (mtr #4794) - Shift in taxes would be made up by broadenina the tax baN. 

Senator Nichols (mtr #4844) .. Summarized that not eveeyone will see a tax savinp. 

Senator Griftdbera -Defen-ed question to the tax Jepait1n1111t, 

Rep,esmtative Ron lvenon (mtr #5112) .. Testified in support ofSB2314. PUied out Aqua 

Leader printout and referenced it in testimony, Urges a Do Pus. 

Representative Jim Kasper (mtr #5397) - Testified in support of S82314. 

Representative Blair Thoreson (mtr #S525) .. Testified in support ofSB23 l4. Urges a Do Pass. 

Senator Tollefson (mtr #5750) -Testifioo in support ofSB2314. Urges a Do Pass. Very 

important to the state of ND. 

Tape l, Side B 

Dennis Bo:¥dt MDU Resources (mtr #48) .. Testified in support of S82314. Gave extensive 

background on MDU's position on corporate taxes and sales tax. Recommended option t.tfphase 

out period for income tax and phase in period for sales tax. Provided written testimony. 

Bill Butcher, State Director, National Federation of Independent Business (mtr #492)-Testified 

in support of S823 l 4. Written testimony is attached. 

,.,. _-----..11, ____ • ---
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Senate Finance and Taxation Committee 
Bill/Resolution Number S82314 

,..--.\ Hearlna Date February 12. 2003 

Michael J. WalRt Busineu OWnet (mtr #745) - Testified in opposition to the bill. Feels services 

should be kept u affordable as possible. Feels this bill is speculative. Written testimony is 

attached. 

Larry Snider. Buainea Owner (mtr #l l l 0) - Testified in opposition to SB23 I 4. Problem with 

t.•ina collectible 00ina. Referenced copy of yellow pages ad showing l-800 number with no 

sales tax on purchase. Copy of ad attached. 

Senator Urlacher (mtr #1385) • Just pointed out to the Chairman that coin purchases are exempt 

under this plan. 

Jon Risch, ND Legislative Director of the United Transportation Union (mtr #1403)-Testified in 

opposition to SB23 l 4. Written te.,timony is attached. 

Senator Wardner (mtr #1915) .. Question for Jon regarding his feeling of cwrent corporate tax 

structure. 

Mr. Risch (mtr #1944) .. Tax structure is one of many factors. 

Senator Wardner (mtr #1986) - Question about Mr. Risch-s feelings about the perception of a 

high corporate tax. 

Mr. Risch .. Feels true. process is relatively fair and balanced. 

Senator Tollefson (mtr #2159) .. Question regarding information in writtffl testimony, Disagrees 

with parts ofit. 

Mr. Risch (mtr #2227) .. No requirement in the bill to create jobs tom corporate tax breaks 

Senator Tollefson (mtr #2281) - More commercial activity would mean more jobs. 

James Fettig. Branch Manager of the Kelly Services, (mtr #2324) - Testified in opposition of 

S823 l 4. Written testlmony is attached 
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Senate Finance and Taxation Committee 
Bill/P.esolution Number S82314 

~-. Hearing Date f.ebruary 12, 2003 

0 

Jack McDonald, on behalf of ND Cable and ND Assoc of Schools (mtr #2552) - Concerned 

about the bill as it is. Written testimony is attached. Concerned about the competitive advantage 

that other businesses would have. 

Bob Lamp. representina the ND Implement Dealen Association (mtr #2810) - Testified in 

opposition to the portion of the bill that repeals sales tax exemption for used farm machinery and 

cbtnsin1 sales tax amount on new farm macbin111y. Written testimony is attached. 

Al Braaten, Farmer (mtr #3160) • Testified in opposition to the bill because it will shift tax to the 

farmer/producer. 

Mark Sitz, ND Fanners Union (mtr #3275) • Testified in opposition to S82314. Feel tax shift 

wilt hit producers. 

Sandy Clark; ND Farm Bureau (mtr #3443) .. Testified in opposition to S82314. Do support 

economic development but stand in opposition to the shift of the tax burden to ag economy. 

John Dwyer (mtr #3755)- Not in opposition to the billt the amendment is very important. 

Senator Urlacher closed the hearing on S82314. 

Tape 1 • Side B 

Senator Urlacher reopened the discussion on S82314. All committee members are present. 

Senator Wardner (mtr #4440) - Would like to have more time to study. Is a policy change so 

does not to Appropriations. 

Senator Urlacher (mtr #454S) .. Js in total agreement with Senator Wardner. Do we need 

clarification from the Tax Department. 

I ,, :J Senator Seymour (mtr #4628) • Can a teVC11ue scan bol requested for comparison purposes? 
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Senate Finance and Taxation Committee 
Bill/Resolution Nwnber S82314 

,..----,\ Hearing Date Febnwy 12, 2003 

0 

Rick Clayburgb, State Tax Commissioner (mtr #4688) .. Current fiscal note includes forecasts 

with current numbers, Bill is quite voluminous. 

Senator Urlacher (mtr #4908) - If the fiscal noto changes u we go forward, should we address? 

Mr. Clayburp (mtr #4975) - Specified how to move forward with fiscal note and amendments 

and projectiona. 

Oettetal question and answer seuion followed. 

Senator Nichols (mtr #5270) - Question regarding the example given of an average family. 

Would like to know the major areas that the tax would shift to. 

Mr. Claybw-gh (mtr #5379) .. Answer given on what the effect would be to that average family. 

Senator Tollefson (mtr #5S71) .. Does the Tax Departtnent coordinate with the Legislative 

Council. 

Mr. Claybw-gh (mtr #5600) .. Most of the work on this bill done by Legislative Council We 

looked at the bill and notified the sponsor that the wording needed to be changed. Gave 

additional detailed explanation of the bill, the wording and the intent. Bill has required a good 

deal of oommunication between departments. Requested a clarification from the Senators as to 

what infonnation they wanted, 

Senator Nichols (mtr #6038) • We heard a lot of about South Dakota. Can we get numbers on 

South Dakota as well, 

, Senator Urlacher (mtr #5) .. Talked about the shifting of the tax burden. 

Mr. Clayburgh (mtr #30) - Identified some of the areas in businesses that experienced the tax 

burden. 

· ·---.... Senator Urlacher closed the discussion on 8B23 l 4. 
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Page? 
Senate Finance and Taxation Committee 
Bill/Resolution Number S823 l 4 

r-'; Hearing Date February 12, 2003 

Tape 2, Side A 

Senator Udacher (mtr #3960) - Opened the discussion on this bill again. Question for the 

committee on bow they prefer to proceed in order to pther information and make a decision on 

the bill. 

Senator Tollefson (mtr #4100)- Had asked Mr. Clayburgh what kind of cooperation had been 

established between the Legislative Council and the Tax Department. 

Senator Urlacher (mtr #41 S 1) .. Legislative Council and Tax Department have confidentiality 

requirements that need to be met as well. Would like a fact finding motion put into effect. 

Senator Tollefson - Again questioned Mr. Clayburgh on the tax shift. 

.. ~~111.l 
,!" q 
j 

0 
Rick Clayburgh, Tax Commissioner (mtr #4328) • Do not have that infonnation at this time. 

But will get information together for you prior to the weekend. It is possible to do "what if' 

scenarios. Oave infonnation on the fiscal note, some background information and a wish list of 

exemptions. 
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General back and forth discussion involving all Senators and Mr. Clayburgh on how to proceed 

with this bill. Talked about what information the Senators need to make a decision and if the 

Tax Department could provide the needed information. Also talked about the exemptions, which 

ones would be left in and which exemptions would be taken out and if the Tax Department oould 

estimate an impact on each item. Also talked about how South Dakota handles their tax situation 

and where else they get tax from besides sales tax and income tax. 

Senator Urlacher (mtr #6070) .. adjoumed the meeting. 
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2003 SENA TB STANDING COMMITIEE MINUTES 

BILURESOLUTION NO. SB2314 

Sonate Finance and Taxation Committee 

□ Conference Committee 

Hearing Date February 17, 2003 

T Number Side A SideB Meter# 
1 X 5800-end 
2 X 1-5190 

Committee Clerk Si 

Minutes: 

Senator Urlacher opened the discussion on SB2314. All committee members are present. This 

bill relates to eHmtnadng the individual and corporate state income taxes. 

Sertator Urlacher .. Do we want infonnation ftom the Tax Department? Feels it should go to a 

study resolution. 

Senator Syve-tSOn (mtr #S996) - Referenced handout on the Argus Leader article. 

Senator Urlacher (mtr #6228) - When comparing South Dakota; would like to know how South 

Dakota taxes break down. 

Tape 1 ~ Side B 

Senator Seymow- (mtr #30) • Feel South Dakota is not a good comparison. South Dakota has the 

lowest paid educators ;.n the nation. 

Senator Urlacher (mtr #90) .. Received a letter from a car dealer that compared ND and SD in his 

business. ND came out better. 
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Senate Finance and Taxation Committee 
Bill/Resolution Number S92314 
Homing Date February 171 2003 

Senator Syverson (mtr #136)-This hilt could be considered revolutionary. May work better ifit 

i• blended in over several years. Related story of a business that look at ND and SD. Settled on 

SD because of the tax advantages. 

Senator Urlacber (mtr #330) .. It is difficult to answer to the constitueacy on how changes will 

effect them. People like the concept, but the reality is unknown. 

Senator Seymour (mtr #410) - Pointed out that the committee has not heard ftom the economic 

development people regarding this bill. 

Senator Wardner (mtr #479) - Agreed, economic development people have not been present. 

Feels they would be the first in line if this was important to them. 

Senator Tollefson .. Would like to have someone from economic development come to the 

committee. 

Senator Utlaoher .. Time has entered into it quite heavily. 

Senator Wardner (mtr #SS0)- the list of exemptions is contentious. 

Senator Nichols (mtr #646) .. When visiting with other states, our system is not so bad. Seems 

pretty fair, Referenced example of the couple given during earlier testimony. Is concerned about 

who will pick up the tax shift if this is to remain revenue neutral. 

Senator Urlacher (mtr #956) .. Concerned about the lack of information on the amowtt of tax 

eliminated for corporations also concerned about the lack of accurate of infonnation. 

Senator Syverson (mtr #1099) .. Feels this concept is worthy of consideration. This bill is about 

the future, 

Senator Urlacher (mtr #1650) .. Feels the impact on fann machinery would ~ great. Feels it mfty 

· ·--.,, force people to purchase out of state, 
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Senate Finance and Taxation Committee 
BilVResolution Number SB23 l 4 

1
~, Hearing Date February 17, 2003 

Senator Syverson (mtr #1803)-Feels it is not easy to swim upstream in favor ofa new concept. 

Feels this bill ~uld be successful for North Dakota. Is convinced that ND needs this bill, 

Senator Urlacher (mtr #1963) • May be able to require a study with a two year time period. 

Senator Tollefson (mtr #2020) - Concerned that the typical study is slowed or gets lost in the 

process. Can we tum to a study and plwe out one portion. 

Senator Nichols (mtr #2170) - A study dedicated to just a specific area may produce good results, 

Senator Urlacher (mtr #2320) - Feels it is a strong concept and is good for the future. 

Senator Syverson (mtr #2394)- We have not had the time needtil'i for a bill of this significance. 

Senator Tollefson (mtr #2524) - Mentioned again that the economic development people have· 

been absent &om this hearing. Feels a bill to force a study would work, 

Senator Syverson (mtr #2657) .. Questioned the form.at of the study and the process to initiate. 

Rick Clayb'Ul'gb, State Tax Commissioner (mtr #28SS) - Gave several diffetettt scenarios that 

could be used to move fonvard with this bill. 

Senator Syverson (mtr #2933)- Made a motion to direct an amendment to change line 1, to read 

a bill to study and report back to the 59th Legislative Session. 2nd by Senator Tollefson. Voice 

vote 6 yea, 0 nay, 

General discussion followed between the Senators and Mr. Clayburgh on the intent of the study, 

the facts that the Senators would like to see in the study and a time line for the study. Also talked 

about the language needed in the studyt debated the pros and cons c,f a broad or a restricted study. 

Senator Urlacher .. Adjourned the discussion. 
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2003 SENATE STANDING COMMITI'EB MINUTBS 

BILIJRESOLUTION NO. SB2314 

Senate Finance and Taxation Committee 

0 Conference Committee 

Hearittg Date February 19, 2003 

T Nuniber Side A SideB 
1 X 

Committee Clerk Si 

Minutes: 

Meter# 
31-4500 

Senator Urlacher opened the discussion on SB2314. All conunittee members are present. This 

hilt relates to eliminating the individual and corporate income tax. 

Senator Tollefson (mtr #66) .. Presented proposed amendment .0306 and deferred explanation of 

the amendment to Senator Schobinger. 

Senator Schobinger (mtr #95) .. Introduced the proposed amendment and explain its impact on 

the biil. 

Senator Urlacher (mtr #314) .. Asked a question regarding the status of the existing exemptions. 

Senator Schobinger (mtr #321) .. Everything currently on sales tax base, will continue to be on 

sales tax base. 

Senator Uriacher (mtr #3 72) .. Questioned the relationship between corporate tax and income tax 

as a deduction. 
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Page2 
Senate Finance and Taxation Committee 
Bill/Resolution Number SB23 l 4 
Hearing Date February 19, 2003 

Senator Schobinget (mtr #405) • Gave detailed explanation on how corporate income tax will be 

effected initially. 

Senator Seymour (mtr #42.S) - Reprdina a kickup of .2S%. \Vhat is the strategy of that? 

Senator Schobinger (mtr #450) - Depends on how corporations pay taxes. Will include a pbue 

in period and a sunset clause. 

Senator Wardner (mtr #550) • Qarified bis undel'Standing that the amendment would make the 

bill revenue neutral. 

Senator Schobinger (mtr #557) .. It is revenue neutral. 

Senator Nichols (mtr #727) .. If the 200/4 incremental decrease in corporate taxes continues$ 

would sales tax need to be increased? 

Senator Schobinger (mtr #755) - Disagreed. Feels sales tax may raise to much revenue. May 

need to decrease sales tax, 

Senator Nichols (mtr #795) - Additional questions on how the difference in tax revenue will be 

made up. 

Senator Schobinger (mtr #860) • Explained how additional tax from business would make up the 

differenc:e, 

Senator Urlacher (mtr #1030) - How complex will the administration of this bitt be in regards to 

changes the nuilers and tax department will have to make. 

John Walstad. Legislative Council (mtr #106S) • Gave his opinion on die administration part of 

this bill tnly be handled with retailers and the tax department. 

Senator Urlacher .. Question regarding the timeline needed to make changes in order to comply. 

Mr, Walstad- Not sure of the timeline needed for compliance. 
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Senate Finance and Taxation Committee 
Bill/Resolution Number SB2314 

/~ Hearing Date February 19, 2003 
I 

Senator Urlacher (mtr #1276) - Spoke about the bill. 

Senator Syverson (mtr #1310) • Gave observations that the inconvenience to retailers may not be 

significant given other changes they are constantly making to their programs to accommodate 

sales etc. Feels we need to try something different for ND to provide job and pay benefits. Have 

to give this bill time and consideration. 

Senator Tollefson (mtr #1619) - Believes this amendment as proposed will be accepted by the 

people in ND. 

Senator Urlacher .. Restated earlier concerns. 

Senator Seymour (mtr #1809)- Expressed concern about consumers and the higher sales tax. 

Senator Nichols (mtr #l8S0) .. Once put into place, would be difficult to reverse the trelld, 

Senator Tollefson (mtr #201 S) .. If we want to study the issue before changing. it will nev~r 

happen, May need to take a risk on putting forth this message. 

Senator Urlacher (mtr #2125) .. This could be tracked for a biennium. 

Senator Tollefson .. Disagreed, Feels it is not possible to get solid infonnation on a future 

change, 

Senator Wardner (mtr #2178) .. Feels this amendment is better than the study resolution. Does 

believe that we need to do something with the corporate rate, wondered where the economic 

developers were during testimony, 

Senator Tollefson (mtr #2590) .. Moves to amend with .0306. 2nd by Senator Syverson. 

Senator Syverson • Believes this bill is a tremendous opportunity. 

Further comments on the bill by Senator Urlacher and Senator Wardner, 

Roll call vote to amend S823 l 4 with .0306. S yea, 1 nay. 0 absent. Bill is amended. 

'lht 1110,oer••· ..... Oft thf • ffll IN IOOUtltt , ..... u.,. of l'tClof'dl •uYtf'td to Nodlffl lftfONltlor. tyet• fe, llttNfUltfne .,. J 
Wtf't ft lMicHn tht NtUl•r COUl'lt of bulfnttl. Th• photoaraphfc Pf'OCltl .. u atandlNM of tht _,,.., N1tf0Mt It••,. IMtfhttt , 
(Adi) for 1rchfY1t lfcroffllt NOTICII If tht fttild , .... ibcWt ,. ltlt lttfblt thlltl thf• Mottet, ft fl M to tht .. lttY of ttlt , 
dooUllnt btfnt fllllld, . · 
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P ... 4 
Senate Plnance and Taxation Committee 
Billlllelolution Number SB2314 
Heuina Date February 19, 2003 

Senator Urlacher • Aaked a question of Mr. Walstad on additional amendment,. 

John \Valatad, Leai•lative Council (mtr #3100) • Reviewed lan,uaae in the amendment that wu 

adopted u well u the laquaae in an amendment prepared for the committee. Difference itt 

focua in the studiea. 

Senator Nie.bola (mtr #3236) • Can the adopted amendment~ replaced? 

Mr. Walltad -Apin reviewed the difference in the language of the two ameodmenta. 

Senator Wardner (mtr #3406) - Initially thoupt the study wu to restricted. But looked at it 

~. and ii pretty flexible. 

Senator Syvenon (mtr #3542) - Clarified that Senator Wardner was proposing to amend the 

IIIMGdmem. 

Senator Wardner (mtr #3560) • Aareed· Would take out a section of the first amendment and 

replace. But is satisfied with the way it is. 

Senator Syverson (mtr #3623) - Feels the current amendment section 7 is flexible enough. 

Senator Wardner - Reviewed again the amendments and the scope of the study. 

Senator Tollefson (mtr #3848) - Moves a Do Pass as Amended. 2nd by Senator Syverson. 

Roll call vote 4 yea, 2 nay, 0 absent. Carrier is Senator Tollef'SOn. 

Qptr1tor'1 lllftltur• D•t• 
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FISCAL NOTE 
ReqUNted by Leglalatlve CouncH 

0312812003 

Amendment to: SB 2314 

1A. It.ta fltcal ethct: ldentlft/ the atatt #floe/ efrect and the flacaJ effect on agency appropriations cornpal'fd to 
fundlna •v.l• and .,_tJona •• · led u11C»r curr.nt law. 

2001-2003 Biennium 2003.2005 BlennllNII 2005-2007 Biennium 
o.n.rat Other Funds General OtherFunda o ..... , otherfunct. 

Fund FIM'ld Fund 
ReYMUN ($8,200,000 
-.. -... _. .. ------.. --

18. Countv. cltv. and echool district fiscal etr.ct: ldentllv the flscal effect on the •----le oolltlcal subdMsion. 
2001-2003 Biennium 2003-2005 BIMnlum 20054007 Biennium 

School School School 
CountlN Cltlel Da.trtcta CountlN CltlN Districts COUfttlM CltlN DlatrS. 

2. Narrative: Identify the •;peats of the measure wll~h cause flscaJ Impact and Include any comments ,.,.vent to 
your entllys/8. 

Eng,oaaed SB 2314 wtth HouM Amendments reduces the corporation Income we 20% ~ year beginning wfth tax 
YfM 2004. Thia provlak>n Is expected to reduce atate general fund revenues by an e1tlmated $13.7 mffllon In the 
2003-05 biennium. The blH also lncreaaes most saf .. tax rates by one-quarter percent, Including the general_aales 
and motor vehlde exclae tax rat .. which are Increased to 5.25% effective January 1, 2005, The combined Impact d 
these sales tax provisions la an e)(peeted Increase In state general fund revenues of $8.5 mllllon In the 200~5 
biennium. The net effect of engrosaed SB 2314 with House Amendments Is an expected reduction In state general 
fund revenues of $5,2 mllllon for the 2003-05 biennium. 

3. State fiscal .trect detall: For Information shown under staff fiscal effect In 1A, please: 
A. Revenues: E,q,laln tlHI revenue amounts. Provldt detail, when appropriate, for each revenue type and 

hind affected and any amounts Included In the executive budget. 

B. Expendltu,..: Explain tlH, e>t,>endlture amounts. Provide dtltall, when appropriate, for each agency, IJM 
Item, and fund affecttld and thtl number of FTE positions affected. 

c. Appropriation•: Explain,,.,. appropriation amounts. Provide detail, when 1pproprlate, of the effect on 
u,. biennial appropriation for each agem;y and fund effected and any amounts Included In tlHI executlva 
budget. Indicate thfJ relationship betwHn the amounts shown for expenditures and appropriations. 

Kath n L. Strombeck Tax De t. 
32&.3402 rtd: 03128'2003 
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FISCAL NOTE 
Req....t.d by Leglalatlw Councll 

03/13/2003 
UVIIION 

Amendment to: SB 2314 

1 A. ltalil flecal .r.ct: ldtntlly the state ff seal eW.Ct and the fiscal effect on agency appropriations compared to 
fundlna le'ltl• end • .. ,_tlons • .:: • ted under current law. 

2001-2003 Biennium 2003-2001 Biennium 2001-2007 Biennium 
General OthM-Funda General otherFunda O..ral OtherFundl 
fund Fund Fund 

RevenlNII ($1,-400,000 
- .. , ___ 

------.. . . ·~-
1B. ~.:~~- cltv, and eohool dlatrtct tlacal et'IMt: ldentlfv ~ fflcal effect or, the . :.te oolltk:al subdlvl$/on. 

20014003 Biennium 2003-2005 Biennium 2005-2007 llennl.,. 
I School lchool I lohool 

Countlea CltlN Dlstrlcta CountiN CltlN Dlatrlcta Counties CltlN Diltttcta 

2. Narrative: kh,ntJfy the a,peca. of the measure which cause fklca/ Impact and Include any comment, releval'lt to 
your enelysla. 

Thia ftacal note 11 being revised to reflebt the,- March 2003 revenue forecast: Engrotaed SB 2314 reduces the 
corporation lnc0it1e tax 20% per year beginning With tax year 2004; Thia provlalon la expected to,reduce state general 
fund revenuee by an ettlmated $13. 7 million In the 2003-05 biennium. The blll also lncreaaea mo8t aales tax rat,s by 
one-quarter percent, Including the general sales and motor vehicle excise tax rates which are Increased to 5.25% 
effective January 11 2005. The bHI removes the compensation to retailers. The combined Impact of these salet tax 
provllk>ns Is an expected Increase In state general fund revenues of $12.3 mllllon In the 2003--05 biennium. The net 
effect d the entire engroaaed SB 2314 la an e)(pected reduction In state general fund revenues of $1.4 mllllon for the 
2003-05 btennlum. 

3, State fiscal efflct detall: For Information shown under stat8 ff seal effect In 1A, please: 
A. R1venuu: Explain the rev,;nue amounts. Provide detail, when appropriate, for each revenue type and 

fund affected and any amount.s Included In thf e:itecutlve budget. 

B. ExpendlturN: Explain the ex,,.ndlture amounts. Provldt, detail, wl'ton appropriate, for each agency, line 
Item, and fund affected and the number of FTE positions afftlcted. 

c. Approprlatlona: Explain the appropriation smounts, Provide d6tall, when approprlat., of the effect on 
the biennial appropriation for each agency and fund affected and any amount$ Included In the e:iteoutlw 
budget. Ind/cat. the relationship b6twHn the smounts shown for expenditures and appropriations. 

.. .. .......1. ...... ~ - ..... ............ -

3 

J 



0 

FISCAL NOTE 
ReqUNted by l.egl1lltfve Councll 

02/20/2003 

AmtJnclment to: SB 2314 

· 'I A, It.ate flscal effect: Identify the $/ale flacal effect and the flacal effect on ao-noy appropriations compam/ to 
' '. '!'Wilna level• and . ~tlona antloloated under current law. 

i 2001-aoos Biennium 2003•2005 Biennium 200S-J007 llennlum 
' - ... 

General otherFunda o.n.rat otherfunds Gentral otherfunct. 
Fund Fund Fund 

Reven-..i-~ . ($1,100,000 
E_....::.urts 
A . .. -------.......... --. .. 

1 B. County. cffv. and achool dlatrlct flacal .rr.ct: ldentlfv the flacel •W'ect on the a;__,,.te DOlltlcal subdivision. 
2001-2003 llennlt.lM 2on.2005 llennlum 2005-2007 Biennium 

lchool School School 
Countiea Cltlee Dlatrtctl CountlM Cities Dlstrlcta Counties cm.. Dlatrtcta 

2. Narrative: Identify the aspect, of 0.. measure which cause flsc:al Impact and Incl~ any comments relevant to 
your snaly,Ja. 

Engroued SB 231• reduces the corporation Income tax 20% per v-ar beginning wtth taJC year 2004. This provlalon Is 
expected to reduce state general fund teVenues by an estimated $13.5 million In the 2003-05 biennium. l'he blll afso 
lnoreaaea most sales tax rates by one-quarter percent, lndudlng the general ulee and motor vehlde t)(clae tax rates 
which are Increased to 5.25% effective January 1, 2005. The bill removes u,. compensation to retailers. The 
combfned Impact of these sales tax provisions le a,:t eXpeeted Increase In state general fund revenues of $12.4 million 
In the 2003-05 biennium. The net effect of the entire engrossed SB 2314 la an e)(pected reduction In state general 
fund revenues of $1. 1 million for the 2003-05 biennium. 

3. State ftscal tffect detaH: For Information shown under Btate fiscal efftlot In 1A, please: 
A. RevenUM: Explain the revenue amounts. Provldtl d6teH, wlH,n appropriate, for each revenue type and 

fund affected and any amounts Included In the execut/Wt budget. 

B. E)CpeindlturN: Explain the expend/turtJ amounts. Provide detail, when appropriate, for each agency, line 
Item, and fund affected and tlH, number of FTE positions affected. 

c. Appropriation•: Explain the appropriation amounts, Provide detall, When appropriate, of th& etrtct on 
the biennial appropriation for each agency and fund alfect&d and any amounts Included In the executive 
budget. Indicate the relationship between the amounts shown for expenditures and appropriations. 

Kath n L. Strombeck Tax De t. 
328-3402 02/21/2003 

Tht Miof'otr•f• f ..... on tflf• fft1 •r• 10eur•t• rtpNCMotiona of reootdl •ttwNd to Modtrn lnforNtfon tytt• fo, 1foroffl1f -, J 
...... fftMd fn the l'tll'lll' COUl'H Of bulfl'IN1. Tht pftototl'tphfc Pf'OCtll ... t, 1tendardl of tht Miff can N1tf0Nl ltandlrdl IN~tut• 
(MIi) 1or 1rehfYtl ., cro1H1. NOTICII ,., th• fftMtd fMtt lbovt fl , ... l1tfblt thll'I thfl Notfe• ft fl ... to tht ,..,..u.r.u of ..... '. 
dooulent btfnt fftNd. ' ..- "' ffl9 , 
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FISCAL NOTE 
RtqueetectbyLAg~Counoll 

01127/2003 

BUI/Rtlolutlon No,: SB 231.t 

1A. State tlecll afl'eot: Identify the atat. Rlcal effect and the fl.- •fleet on agency approprlatloM comp,red to 
lundlna ,.. and tJon, .. ' ,_, .. ltd under current law. 

20014003 Biennium ZOOWOOl lhnnfLNn 200M007 llennlum 
General OltwFunda General otherfundl General other Fundl 

Fund FWICI Fund ~--~--... . . 
. ,_ 

1B. t • oltY. and aohool dl8trtct fl8oal effect: /dent/ft/ the II.cal effect on the ;_19 oolltlclll aubdlvlsJon. 
2001-2003 llennkln 200WOOS Blennllilffl 2005-2007 lltnnlum 

School lohool lohool 
Counllea CIIN Dletrtctl Countlel CIUN Dlltrtcta , Counties Cltlel Dt.trlcta 

Identify the -,,.eta of the mnau,. which cause'flacal lmp,,ct and lncJudt any comment• tMWnt to 

The Tax Department la unable to compute the ftaoat lmpaot of the original vnk>n cl SB 2314, We are unoartaln 
which cl• broed range rA services are Intended to become taxable In tht bHI. 

3. State fllc,I affect detall: For Information shown under state flsoal effect In 1A, f}MaM: 
A. Reven.,...: Explain the 19"4ttHM amounts. Provldtt dftaH, when appropriate, for each ntwnw type end 

fund affected end any amounts Jnc/uded In the ewcutlw budget, 

B, Expendltul'N: Explain the expenditure amounts. Provide detaH, when appropriate, for each sgenoy, line 
Item, and fund affected and the number of FTE positions alf'flcted. 

C, Appropriation,: Explain the appropriation amounts. Provide detall, when appropriate, of the effect on 
the bkll'lfllal appropriation for each agency and fund affected and any amounts lnoJudtJd In the executlw 
budg,t. Indicate the relatlonsh/p bfltwHn ,,,. amounts shown for •~ndltures and appropriations. 

Kath L. Strombeck Tax 
328-3402 rtd: 02/11/2003 
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30346.0302 
Title, 

Prepared by the Leglslatfve CouncU staff for 
Senator Sohoblnger 

February 12, 2003 

PROPOSED AMENDMENTS TO SENATE BILL NO. 2314 

Page 1 , llne 1, after "Act11 Insert "to create and enact a new seotJon to chapter 57-39.2 of the 
North Dakota Century Code, relating to services exempt from sales and use taxes;• 

Page 15, line 19, after •retailer• Insert·: the sale of coal mined lo this state and used for heating 
buHdlngs" 

'Page 17, Une 14, remove "newspapem and11 

Page 17, llne 16, remove the overstrike over "Ae'~"" ... , .. 

Page 17, replace llnes 20 through 22 with: 

"10.& •s,ry1ces• means aH actMtfas engaged In for another person for a fee. 
retainer. commlsslon, or other monetary charge, which aotMtiaS Involve 
predominantly the performance of a service as djstlnguishecttrom a aale of 

EiL~~.7 
~1J\rJ:Cc1.:t:~=~e=::=:te~~=ir= 
~sF-~~ r==.°lsC:gl?ef PfJJS:sorWtt!',g,r::r:ress lo which a seryfce Is 

JI. ~~==:1=~~:1 ~elng: exterminators: garage and seryloe stations: garment 
ateratlon: cleaning and presslngi Insurance servtces not Including ~=ff~=orial services and sum,Ues: specfalty oleaners: ~el sum>fy: membership or entrance fees tor the 
use of a facility or tor the right to mJtcbase tanglbfe personal orcmor:tY r=:f.:1:===1:1 ~~=nfe~~!?'=\~i Ure 
televlsloo: and rentals ot tang!bje personalpr*rty except !eases of 
tangible personal prcgrty between one telephone company and 
another tejm,hone company. 

b.. Roomlog and boarding houses (group no. 702): camps and 

0:a~~r~~:i~1~:%l:~=·:~~ 1rgne!:oo:e~~~0
[ 

r:=r~r::f.lt.,:d:~~"r:fi~~~~&r:•aJr ,,emu 
group Z&)i legafservlces (maJor group 81): 1angscape and horticultural 
serytces (group no, 078); engineering, accounting, rosueob, 
management. and related services (malor group az, excm» lodum 
no, 8733)i title abstract office (group no, 654): consumer credit 

Page No. 1 30346.0302 

n,, •f croora,hto , ..... on thf • ftl• •r• eccul'1t• NPfed.lCtfona of recot'dl •\fwrtd to Modern lnforwtton tytt- for •ferofU■f,_ n J 
Wtl't fflMd tn tht rttUl•r courH of IUtntH, Th• photoaraphtc procu1 ... t• 1tandlrdl of th• AMtrfctn N1tfon11l ltlftdlrdl INtltut• . 
(AMII) for 1rchlv1l MfcrofllM. NOTICII If tht ftlllltd t11110t lbovt ,. lHI lttlb\t thin tht• Notice, ft,. dul to tht quality of tht 
doc\Ntnt bttng f UMtd, · 

il" ru&~ ,daa lo~ 
0p1r1tor 11 ~ D1t• 
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~ MobHe tetecommunloatlons serylces, as defined In 4,Us.o. 12:4(7) as 
of January 1. 2002. that originate a[)d terminate lo the same state and 
are billed to a oustomer with a Qlace of primary use lo this stalQ. 

i5e!Bt:1!SE" 
with 4 u.s.c. 116-126 as in effect on July 2a. 2000: 

Page 1 e. Hne a. after •3, • Insert 11!.blre Is imgpsed a tax of four percent ugon the gross receipts 
of retallers from all sates at retail within this state of special fuel sold for use as heating 
fuel which Is exempt from the tax Imposed by section 57 .. :43,2 .. 02. ~-

Page 21, llne a, replace •g• with 11apeclal fuel sold for use as heating fuel" 

Page 22, replace llnes 16 and 17 wlth: 

•4e-r 1L Gross receipts from the sale of newspapers and newsprint and Ink used In 
the publloaUon of a newspaper,• 

Page No. 2 30348.0302 

( . . 

' . . 
• ••• ·~'; C <r ••,:{;,{.;:~:/~fi}~~:~,i 

Tht •tcrott•fo ,..,.. on thf• ftl• 1r1 accur1t1 rtpfOCU:ltfone of rtcordl dtltvtred to Modll'ft lnfol'Mltton tytt .. for ■tcroftt■I,,. w 
...... ff lllld fl'I tht l'IIUlll" cour11 of bultnt11. Yht photographic proc111 llltttl ltandlrdl of tht Mlt'tetn Nttf ontl ltlndlrdl lnttf tlrtt 
(AMII) for 1rohtv1l •tcrofllM, NOTltll If tht fflflltd fl'IIIOt flboYt ,. ltll lttfblt than thft Mottet, ft ft di.It tb tht Cf'Mlttv of tht 
doNMnt btf ttg ft l!Md. 
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Page 22, Hne 18, replace "1L• with •12&• 

Page 22. line 24, replace "12/ with • ia.." 

Page 23, fine 4, replace 111:t." with •H,,11 

Page 23, llne 10, replace-~- with•~• 

Page 23, Hne 12, replace•~• with •.a.• 
· Page 23, l1fl8 18, after •a.." Insert •1L,• and remove the overstrike over •0reae reeelJ9te ffeM 

the Nie ef &lalee, ~MAIie, teMt&eel•, • fM'~et41eeke ae1e• 

Page 23. remove the overstrike over line 17 

Page 23, line 18, replace•~• wfth "18,.11 

Page 24, line 19, replace •JL• with•~• 

Page 24, Hne 21. replace • ,1&• with "20.i • 

Page 25. Hne 1, after •34-:-• Insert •21,.• and remove the overstrike over •areae reeel11te ftreM the 
Nie ef Me,.ey ineludiAI aH legal ten.tar eelAe _. 

Page 25, remove the overstrike over llne 2 

Page 25, line 24. replace • 18.,." with •22.. * 

. Page 25. llne 28, replace •2il.t • with "2a& • 

Page 26, llne 5, replace "2L • with ".2i.. • 

Page 28, Hne 11, replace •22.i• wtth •25...• 

Page 26, line 1-i, after •44-t• insert ".2§.." and remove the overstrike over •G,eea ,eeel,-te ffeM 
the lnltlel eale ef beAefiefatea eeal med YAder eha,,ter &1 88.11 

Page 261 line 22, after •44r• Insert "21..,," and remove the overstrike over •Qresa reoeittlo f,eM all 
ealea ef eeal ueed IA atfiMiltwral t)f'88eee1A1 er eu1at heet11 

Page 26, remove the overstrike over llne 23 

Page 26, after Hne 29, Insert: 

•sECTION 17. A new seotion to chapter 57 .. 39,2 ~t,the North Dakota Century 
Code Is created and enacted as follows: 

ExtlDJ)Uoo• from tax on llf'YICU, For PYD:>QHS of this sectjon, references to 
group. maLor oroup. divisions. and lnduet,y membera lncomocatt atkW>Je prgytsions 
of the standard lndustrlal olaaalfloation manual u m:ortd by the atatlaticat pol~ 
<IMalQnoftht offlQe of management and budget. office of tbt Pcesldent, There are 

PageNo, 3 30348,0302 

_J 



r 
speolflcauv exempted from the provisions of this chapter and from computation of the 
amount ortax Imposed by It the following servloes: 

.L Membership organizations (maior group 86), 

2-t Fair market value of any seryioe glyen WlthYm~~:?t~ an i=rJt:n. organization. or group exempt from the tax __ ,_~ ___ hls o _____ _ 

a.i. Sale of lottery tickets made as part of a lottery operated by this state . 

.4t Library copying charges. 

~ ~:1&:S:£i~=r&~0 t\,r:.rc::a~.r:::" W; 'm:c,,1 01 
manufacturer to the extent that suo~~i ':Pot charged to the 
purchaser or the purchaser's succe ___er _ _J_ 

z. Transaotions In which the use ot tho sery1ce occurs entirely outside ttt11 
state. lo Instances of services performed on tangible personal PrcmetlY, 
use ot the setyjce occurs In this state If amalr, refurbishment. adlustment. 
calibration. oteanlng, maintenance. or other services are pedormed on 
tangible personal prq,erty tn this state, 

a.. Fees or commissions received for rendering a service that provtdes for the 
sales of taQGlbte personal prOj)frty or seooces. 

·1! '• ' i 
I 

' ' . ,: 

-~''1 it credit services by credit bureaus to financial Institutions. ( ·, 
I 

I 
! 
! 
I 

I 
! 

L. 

10,, Health seryices (major group so): educational $ervlces (maJor oroup 82) 
except schools and educatlonal services not elsewhere ctaasfflfd (Industry 

&w.~===~=c. ISSfi~::road 
m. 4221 ): estabUshments prjmarHy engaged In transportation on rivers and 
canals (group no. 444): estabHshments pilmadlY engagJin air 

a1&sa.1:.1a:r• 
dldglble. and bHmp rides for amusement or sightseeing: plpeHnes exagt 

~i~-4i;J£~ug 
no. 4941 ); sewerage systems (iiicfustry no, 4952): securitibiokiJ:L 
dealers. and tlotattoo companies (group no. 621): commodity contracts 

~m~i1a~1~,arl~':a{afs!~~r~=~~!n&!rr=ti:e~ 
servlcea (division C) except industry no. 1752 and IQCksmlths and 
1"ksroltb shops: consumer credit reporHng agenclea, mercantile reporting 
agencies, adJustment and conect1on agencies (group no. 732), If the debt 
was Incurred out of state and the Qflent doea not reside within the state: 
flnanc1a1 serytoes of loatitutiona subject to tax under chapter 57·35,3. 

~°&g'ggJr:&,?il8:~~:re'C!!g':.':£Petat,~r&rfr:~t~~t~w:g 
Page No. 4 30346.0302 
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Tht 1lcrotraiphtc ,..,.. on tht1 ftl■ art accur1tt reprocbltfw of rteONM dtHvertd to Nodorn fnforNtfon tvtt• for Mlcroftt1ft11 Wtd J 
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Page 30, Hne 30, replace "lwtDIY:IIYIO" with "twelVt• 

Page 33, line 29, after the third comma Insert "and "aeryicea• 

Page 35, tine 1 o, remove •newm,apera and" 
Page 35, line 12, remove the overstrike over •,.ewe,., .. ,.,-

Page 38, line 15, remove the overstrike over "AA ewelee teM le IMpeeefJ eA tt.e ate,ege, wee, er 
eeAaY,..tieA Wt thle Mate er 

• • · • 1 rt • · Ri.Cfat fuel sold for ua as boatino fuel and Page 38, llne 19, after 1-189,S 98«:t :;:, ~n 57:43 2:02• and remove the overstrike ~r exempt from the tax 1mpos u r s • 
the overstruck period 

Page 39, llne 7, remove•. fXCIPl coat.• 

Pa 41, llne 27, after "a&r" Insert •11.a.• a~ remove the overstrike over •Q,eae reeolpte fMM 
ge the lrdUal eale ef l9enefteiated eeal, 

Renumber accordingly 

Page No. 5 30346,0302 

Tht llf oroer••• ,.,.. on thf I ffl■ art aocur1tt r.--.ctton, of reoordl •ttWNd to Modtrn lnfo....tton ~t• fot ■fol'Oftt1t,- w ·J· 
wtrt UtMd ftt the l'tt'lltr cour11 of buefM11. Th• pftoto0r1pllfc ptOCNI 1Nt1 at..-.rdl of tht Alltrfe1n lf11tfnl lt.,,.Nfe IMtttutt · · 

1 
(ANIJ) for ll'OhfYll MfCJrofft•. NUUC11 If tht ff lMd , .... ibov. •• lttl lttlbl.t thin thi1 Notfct, ft ft CU to tht quetUy of tflt , doNwtt betnt fHMd. , 

::I::& .. re ,,, ... ~A¼h:l~ 1d«a loa · 0ptr1tor11 t 1Niture D1tt 



0 

30346.0305 
,Tftte. 

.. 

Prepared by the Leglalattve CouncH staff for 
Senate Finance and Taxation 

February 17, 2003 

PFCOPOSED AMENDMENTS TO SENATE BILL NO. 231~ 

Page 1, tine 1 , after • A BILL• replace the remainder of the bill wtth •tor an Act directing the 
leglslatlve councU to study the tax structure and balance In North Dakota to provide an 
equitable distribution of tax burrlens and promote economic development. 

BE rr ENACTED BY THE LEGISLATIVE ASSEMBLY OP NORTH DAKOTA: 

8ECTION1. LEGBLATIVECOUNCILTAXSTRUCTUREANDBALANCE 
STUDY. The fifty-eighth leglalattve assembly considered leglslatlon to eliminate state 
Income taxes and expand the state aaJea tax to offset the revenue effects of the lt1COIM 
tax ellmlnatlon. The proposed leglslation raJHd. numeroua Issues for consideration, 
which require more deta)ted anaJyaJs. The legi8'atfve council 8halt study the tax 
structure and balance in North Dakota to provide for equitable distribution of tax 
burdens and to promote economic development and shall consider the need for phasing 
In any recommended changes. The legislative ooundl shall report Its findings and 
recommendations, together with any leglslation required to Implement the 
recommendations, to the fifty-ninth leglilattve asaembly. • 

· Renumber aCCOt'dngfy 
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Prepared by the Legislative Council staff for /1-CJ ! 
Senator Tollefson ~, 1 

February 18, 2003 ~,, , 

I ;'4 
PROPOSED AMENDMENTS TO SENATE BILL NO. 2314 

Page 1, line 1, after "A BILL" replace the remainder of the blll with 11for an .~ct to amend and 
reenact sections 57-38-30, 57-39.2-02.1 1 57-39.2·08,2, 57-40.2-02.1, and 57-40,3-02 of 
the North Dakota Century Code, relating to corporate Income tax rate• and sales, use1 

and motor vehicle e)(clse t~ rafeSi to repeal sections 57-39,2-12.1 and 57·40.2·07.1 of 
the North Dakota Century Code, relatlng to a deduction to reimburse retallers for 
administrative expenses of sales and use tax collectlonj to provide for a leglslatlve 
councll study: to provide an effective date; and to provide an e)(plratlon date. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Section 57 .. 35 .. 30 of the North Dakota Century 
Code Is amended ahd reenacted as follows: 

57-38·30. Imposition and rate of ta,c on corporation•. A tax Is hereby 
· · Imposed upon the taxable Income of every domestic and foreign corporation received 

from the sources described In sections 57-38-12, 57-38·13, and 57.39 .. 14, which must 
be levied, collected, and paid annually as In this chapter provided: 

1. ,l. For the first three thousand dollars of taxable Income, at the rate of 
three percent. 

b. On all taxable Income above three thousand dollars and not In excess 
of eight thousand dollars, at the rate of four and one-half percent. 

o. on all taxable Income above eight thousand dollars and not In excess 
of twenty thousand doltars, at the rate of six percent. 

d. On all taxable Income above twenty thousand dollars, and not In 
excess of thirty thousand dollars, at the rate of seven and one•half 
percent. , 

e. On all taxable Income above thirty thousand dollar~, and not In e><cess 
of fifty thousand dollars, at the rate of nine percent. 

f. On all taxable Income above fifty thousand dollars, at the rate of ten 
. and one-half percent. 

' 2. A corporation that has paid North Dakota alternatlve minimum tax In years · 
beginning before January 1 , 1991, may carry over any alternative minimum 
to credit remaining to the extent of the regular Income tax llablllty of the 
corporation for a period not to e)(ceed four taxable years. 

~ Each of the tax rates In subsection 1 is reduced: 

" By twenty percent for the first taxable year beginning after 
December 31, 2003; 

b,. By forty percent for the second taxable year beginning after 
December 31. 200a: 

By sixty percent for the third taxable year beginning after 
December 31, 200a: 
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di PY eighty percent for the fourth taxable ygar beglnol ng after 
Q9.cember 31. 2003~.illd 

1,. To zero percent for taxable years beginning after December 31, 2001, 

SECTION 2. AMENDMENT. Section 57··39,2·02, 1 of the North Dakota Century 
Code fs amended and reenacted as follows: 

57 .. 39.2 .. 02.1. Sales tax Imposed. 

1. E)(cept as otherwise expressly provided In subsection 2 for sales of mobfle 
homes used for resfdentlat or business purposes, and except as otherwise 
expressly provided In this chapter, there ls Imposed a tax of five and 
one-fourth percent upon the gross receipts of retailers from alt sates at 
retail lncludlng the leasing or renting of tangible personal property as 
provided In this section, within this state of the following to consumers or 
users: 

2, 

3. 

a. 

b. 

Tangible personal property, consisting of goods, wares, or 
merchandise, except moblle homes used for residential or business 
purposes and new farm machinery and new irrigation equipment used 
exclusively for agrlcultural purposes. 

The furnishing or service of communication services or steam other 
than steam used for processing agrloultural products. 

c. Tickets or admissions to places of amusement or entertalnmerat or 
athletlo events, fncludlng amounts charged for participation In an 
amusement, entertainment, or athletic activity, and Including the 
furnishing of bingo cards and the playing of any machine for 
amusement or entertainment In response to the use of a coin, The tax 
Imposed by this section applles only to eighty percent of the gross 
receipts collected from coin-operated amusement devices. 

d. Magazines and other periodicals. 

e. 

f. 

g. 

The leasing or renting of a hotel or motel room or tourist court 
accommodations. 

The leasing or renting of tangible personal property the transfer of title 
to which has not been subjected to a retail sales tax under this 
chapter or a use tax under chapter 57-40.2. 

Coal mined In this state and used for heating buildings, except for coal 
used In agricultural processing or sugar beet refining plants. 

There Is Imposed a tax of three and one-fourth percent upon the gross 
receipts of retailers from all sales at retail of mobile homes used for 
residential or business purpos~s, e)(cept as provided In subsection 35 of 
section 57-39.2-04, and of new farm machinery and new Irrigation 
equipment used excluslvely for agricultural purposes, Including the leasing 
or renting of new farm machinery and new Irrigation equipment used 
exclusively for agricultural purposes within this state to consumers or 
users, 

In the case of a contract for the construction of highways, roads, streets, 
bridges, and bulldlngs for which the bid was submitted prior to December o, 
1986, the contractor receiving the award Is llable only for the sales or use 

• tax at the rate of tax In effect on the date the bid was submitted, 
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SECTION 3. AMENDMENT. Section 57·39.2·08.2 of the North Dakota Century 
Code Is amended and reenacted as follows: 

57•39.2-08.2. Sales tax to be added to purch••• price and be • debt. 

+r iMeepe ae etheiswleo p,e¥1ded In ewbeeetlen 2, retailer• A retalloc shall add 
the tax lm~sed under this chapter, or the average equivalent thereef, to 
the sales price or charge, and when added, 9ijeA 1hl ta>e oeAetllwtee ii a 
part of Mfeh 1bi price or charge, Is a debt from the consumer or user to the 
retailer untU paid, and Is recoverable at law In the same manner as other 
debts. In adding such tax to the price or charge, retallers shall adopt the 
fellewli,g bracket systetn fer the &'9ftlleatfei, oHhfl taM1 

$0,91 threw1h $9.11 Aet8M 

$0, 18 threugh $0.29 1••-

$0.21 threwgh $9. 49 "•'• 
$0.◄ 1 threugh $0.69 a••• 
$0.81 Uueugh $0.89 -4. taM 

$0:81 threugh $1,99 &t,taM 

Eaet. aaalUeAal $1 .99 &• aaEIHleAal laM, er eaeh addltlenat 28• er 
JraetleA thereof e¥er $1.0Q 1 • edEtlUonal taM adopted by the 
commissioner by rule. 

2i OA retail sales ef mobile hemea 1:itsed for reeldentlal er business p1:npeeea, 
eMeept ae prettlded IA &lihoeetleA a& ef eeeHen 67 a9.2 9 ◄ 1 and of f.aicM == :::=:~==:;~:1:~08j~1:~e~~~:er:;:::~ =~==::,;:::, :::::!:!::!!=~=':;8d er 
eharge. Is a EJebt freM the eeneuMer er user te tho retailer until pale, and le 
reeettora~le at law In the same Manner as ether EJebts. In aedlng eueh teN 
te the pt=lee er ehattge1 retailers e~all ads to lt three pereeAt of sueh .,,lee er 
ehargo, 

SECTION 4. AMENDMENT. Section 57-40.2-02.1 of the North Dakota Century 
Code Is amended and reenacted as follows: 

57-40.2-02, 1. Use tax Imposed. 

1. 

2. 

Except as otherwise expressly provided In subsection 2 for purchases of 
mobile homes used for resldentlal or business purposes, an e>cclse tax Is 
Imposed on the storage, use, or consumption In this state of tanglble 
personal property purchased at retall for storage. use, or consumption In 
this state. at the rate of five and one-fourth percent of the purchase price of 
the property, E)(oept as limited by section 57-40.2-11, an excise tax Is 
Imposed on the storage, use, or consumption In this state of tangible 
personal property not orlglnally purchased for storage, use, or consumption 
In this state at the rate of five and one-fourth percent of the fair market 
value of the property at the time It was brought Into this state. 

An el<clse ta)( ls Imposed on the storage, use, or consumption In this state 
of moblle homes used for resldentlal or business purposes, e>ccept as 
provided In subsection 19 of section 57 .. 40,2-04, and of new farm 
machinery and new Irrigation equipment used exclusively for agricultural 
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4. 

purposes purchased at retaU for storage, use, or consumption In this state 
at the rate of three and one-fourth percent of the purchase price thereof. 
Except as llmlted by section 57•40.2·11, and except as provided In 
subseotlon 35 of section 57•39.2·04, an excise tax Is Imposed on the 
storage, use, or consumption In this state of mobltt homes used for 
residential or bust ness purposes and of new farm machinery and new . _ 
Irrigation equipment used excluslvely for agricultural purposes not orlglnally 
purchased for storage, use, or consumption In this state at the rate of three 
and one-fourth percent of the fair market value of moblfe homes used for 
resldentlal or business purposes and of new farm machinery and new 
Irrigation equipment used exclusively for agrlcultural purposes at the time It 
was brought Into this state. 

An excise tax Is Imposed on the storage, use, or consumption In this state 
of natural gas consumed by a flnal user at the rate of four percent from 
January 1, 1993, through December 31, 1993i three percent from 
January 1. 1984, through December 31, 1994i and two percent after 
December 31, 1994, If sales tax has not been applled as provided by 
section 57-39.2-03.6. 

In the case of a contract awarded for the construction of highways, roads, 
streets, bridges, and bulldlngs prior to December 1, 1986, the contractor 
receiving the award shall be liable only for the sales or use tax at the rate 
of tax In effect on the date of contract. 

SECTION 5. AMENDMENT. Section 57-40.3·02 of the North Dakota Century 
Code Is amended and reenacted as follows: 

57-40.3-02. Tax Imposed. There Is hereby Imposed an excise tax at the rate 
of five and one-fourth percent on the purchase price of any motor vehicle purchased or 
acquired either In or outside of the state of North Dakota for use on the streets and 
highways of this state and required to be registered under the laws of this state. 

SECTION 6. REPEAL. Sections 57·39.2-12.1 and 57-40.2·07, 1 of the North 
Dakota Century Code are repealed. 

SECTION 7. LEGISLATIVE COUNCIL STUDY. The leglslatlve council shall 
study state Income and sales, use, and motor vehicle excise ta>ees to determine the 
feasibility and desirability of eliminating state Individual and corporate Income ta><es and 
providing replacement revenues by e><panslon of state sales, use, and motor vehicle 
excise ta>ees. The leglslatlve council shall report Its flridlngs and recommendations, 
together with any leglslatlon required to Implement the recommendations, lo the 
fifty-ninth leglslatlve assembly. 

SECTION 8. EFFECTIVE DATE .. EXPIRATION DATE. Section 1 of this Act Is 
effective for taxable years beginning after Decembel' 31, 2003. Sections 2 through 5 of 
this Act are eff ectlve for ta>eabl e events occurring after December 31, 2004, and before 
July 1, 2005, and are thereafter lneff ectlve. Section 6 of this Act Is effective for ta>eable 
events occurring after June 301 2003. 11 

Renumber accordingly 
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Roll Call Vote #: \ 

2003 SENATE STANDING Cf)MMlTTEE ROLL CALL VOTES 
BILlJRESOLUTION NO. '\...~ \ '-\ 

Senate Finance and Taxation 

D Check hae for Conference Committee 

LeaisJative Council Amendment Number 

Action Taken ~~~ ~~ 

Motion Made By~" ~ ~"-\':\.. \:. '»'>«:::, 

Senaton Yes 
Senator Urlacher • Chairman N 
Senator Wardner - Vice Chainnan ~ 
Senator Syversoo .. -N 
Senator Tollefson -- N 

Commjttee 

l ~'~~"-0~ 
• 

Seconded By ~::s> .~ \¥'-~~IN> 

No Sen•fon .... Yet No 
Senator Nichols N .. 
Senator Seymour N 

. 
t 

Total 

Absent 

(Yes) ____ r . .;;;;;:·:s;....._ ____ No __ ___,.!\!,__ _______ _ 

Floor Assignment 

Jfthe vote is on an amendment. briefly indicate intent: 
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Date: 
Roll Call Vote #: 

2003 SENATE ST ANDING COMMITTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. ~ ~ ''--' 

Senate Finance and Taxation 

0 Check hae for Conference Committee 

LegisJ1tivt Council Amendment Number 

Action Taken ~) ~;a \-?:-,':, ~-L 

Committee 

' ~ Seconded By ;sti.;s, &..\. '( )Y¼.SCc>, 

Senaton .. Yn No Senaton Yn No 
Sena1or Urlacher .. Chainnan "' Sena1or Nichole \j 

Senator Wardner .. Vk.e Chainnan " N Sena1or Seymour ~ 
Senator Syverson N 
Senator Tollefson ~ 

Total (Yes) ----~------ No .......,..__,;;~---------

Absent 

Floor Assjgnment ~'"':s~:&.. -S',J\.\\~>:~ 
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RIPORT OP STANDING COMMITIU (410) 
Pebnlary 11, 2003 2:13 p.m. 

Module No: lfl42-330I 
Carrier: Tollefaon 

lnwt LC: SOMI.OIOI Tltle: .0400 

.--...._ R!POAT OP STANDING COMMrrTII! 

' .,,,.,,.✓ 

912314: finance and Tuatlon CommlttN (841n. Urtacher, Chairman) recommends 
AMINDMINTS Al POLLOWS and when 10 amended, recommends DO PAIS 
(4 YEAS, 2 NAYS, 0 ABSENT AND NOT VOTING). SB 2314 waa placed on the Sixth 
order on the calendar. 

Page 1. line 1, after •A BILL• replace the remainder of the bill wtth llfor an Act to amend and 
reenact sections 57-38-30, 57•39,2-02, 1, 57-39.2-08,2, 57--40,2-02.1, and 57-40.3-02 
of the North Dakota Century Code. relating to corporate Income tax rates and sales, 
use, and motor vehicle excise tax rates; to repeal sections 57-39.2-12.1 and 
57-40.2-07, 1 of the North Dakota Century Code, relating to a deduction to reimburse 
retailers for administrative expenses of sales and use tax collection: to provide for a 
legislative council study: to provtde an effeottve date: and to provide an exph'atlon date. 

BE FT ENACTl!D BY THE LEGISLATIVE ASSEMBLY OP NORTH DAKOTA: 

SECTION 1. AMENDMENT. Section 57-38-30 of the North Dakota Century 
Code Is amended and reenacted as follows: 

&7-3840. lmpoeltlon and rate ot tax on corporfltlons. A tax Is hereby 
imposed upon the taxable Income of every domestic and foreign corporation received 
from the sources described In sections 57•38·12, 57-38-13, and 57-3&-14, which must 
be levied. collected, and paid annually as In this chapter provided: 

(2) DEik, (3) COMM 

1. a. For the first three thousand dollars of taxable Income, at the rate of 
three percent. 

b. On all taxable Income above three thousand dollars and not In excess 
of eight thousand dollars, at the rate of four and one-half percent. 

c. On all taxable Income above eight thousand dollars and not In excess 
of twenty thousand dollars. at the rate of six percent. 

d. On all taxable Income above twenty thousand dollars, and not In 
excess of thirty thousand dollars, at the rate of seven and one-half 
percent. 

e. On all taxable Income above thirty thousand dollars, and not In 
excess of fifty thousand dollars, at the rate of nine percent. 

f, On all taxable income above fifty thousand dollars, at the rate of ten 
and one-half percent. 

2. A corporation that has paid North Dakota altematlve minimum tax In years 
beginning before January 1. 1991, may carry over any altemative 
minimum tax or&dlt remaining to the e><tent of the regular Income tax 
llablllty of the corporation for a period not to exceed four taxable years. 

3& Each of the tax rates lo subsection 11s reduced: 

a,, By twenty percent tor the first taxable year beglooloil after 
December 31, 2Q03i 

t2,, ay forty percent tor the second taxable year beglooloo after 
December 31, 2003; 
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RIPORT o, STANDING COMMlffll (410) 
~ 11, 200S 2:13 p.m. 

Module No: IIW24308 
canter: Tollefeon 

lnNft LC: 30348.0308 TIiie: .0400 

'2,. 8Y •lxlV percent for the third taxable ygr beglnolog attar 
December s1,2003: 

d,. 8Y tloMY percent for the fourth taxable year baglooloo after 
Decembtr31.2003;and 

L Io Z8l'Q percent tor taxable years beginning after December a1. 
200Zt 

SECTION 2. AMENDMENT. Section 67-39.2-02.1 of the North Dakota 
Century Code Is amended and reenacted as follows: 

(2) DESK, (3) OOMM 

57-31.2-02.1. Salee tu lmpo11d. 

1. Except as otherwise expressly provided In subseotion 2 for sales of mobile 
homes used for residential or business purposes. and except as otherwise 
express:t provided In this chapter, there Is Imposed a tax of five and 
one-fou percent upon the gross receipts of retailers from all sales at 
retail Including the teasing or renting of tangible personal property as 
provided In this seotton, within this state of the followtng to consumers or 
users: 

a, 

b. 

Tangible personal property, consisting of goods, wares, or 
merchandise, except moblle homes used for residential or business 
purposes and new fann machinery and new Irrigation equipment 
used e><oluslvety for agricultural purposes. 

The fumlshlng or service of communication services or steam other 
than steam used for processing agricultural products. 

o. Tickets or admissions to places of amusement or entertainment or 
athletlo events, Including amounts oharged for participation In an 
amusement, entertainment, or athletic activity, and Including the 
fumlshlng of bingo cards and the playing of any machine for 
amusement or entertainment In response to the use of a coin. The 
tax Imposed by this section applies only to eighty percent of the gross 
receipts collected from coln .. operated amusement devices. 

d. Magazines and other periodicals. 

e. The leasing or renting of a hotel or motel room or tourist court 
accommodations. 

f. The leasing or renting of tangible personal property the transfer of 
title to which has not been subjected to a retall sales tax under this 
chapter or a use tax under chapter 57-40.2. 

g. Coal mined In this state and used for heating buildings, e,ccept for 
coal used In agricultural processing or sugar beet refining plants. 

2. There Is Imposed a tax of three and one .. fourth percent upon the gross 
receipts of retailers from all sales at retall of mobile homes used for 
residential or business purposes, except as provided In subsection 35 of 
section 67•39.2-04, and of new farm machinery and new Irrigation 
equipment used exclusively for agrtouttural purpous, Including the leasing 
or renting of new farm machinery and new Irrigation equipment used 
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e,ccluslvety for agricultural purposes within this state to consumers or 
users. 

3. In the case of a contract for the construction of highways, roads, strNta, 
bridges, and bullohigs for which the bid was submitted prior to 
December 9, 1988, the contractor receiving the award Is liable ontv for the 
sales or use tax at the rate of tax In effect on the date the bid was 
submitted. 

SECTION S. AMENDMENT. Section 67-39.2-08.2 of the North Dakota 
Century Code Is amended and reenacted as follows: 

57-31.2-oa.2. Salee tax to be added to purchaN price and be a debt. 

4r &t•ee,t ae ethe,-tllee 19f18r..t•• IA ewlleeelteA a, •etallerie A retaUer shall add 
the tax lmpoaod under this chapter, or the average equivalent theMef, to 
the sales price or charge, and when added, WM .lb.t taxeeMtltvtea ii fl 
part of eweh Ill price or charge, Is a debt from the consumer or user to the 
retailer untll paid, and Is recoverable at law In the same manner as other 
debts. In adding such tax to the price or charge, retailers shall adopt 
thefellewlAI bracket system fer the a,fJlloatleA ef the 11N1 

$9.01 thirewoh $9,1& A9taM 

$9.18 thf'eYlh $9.ae 1;taM 

$8.21 thf'et:tlh $9,40 a;taM 
$9. 41 thf'et:tlh $9,89 8;taM 

$8.61 .......... $8,89 ◄•• 
$9.81 tt.,e11.;. $1 ,99 &;teM 

Eaeh add~oAal $1 .88 &; adEiltloAal taM, or oaeh addltlenal ae; er 
fraetieA the,eef e¥ar $1.89 1; addltleAal taM adopted by the 
commissioner by rule, 

a, On •etell aalee of Mohllo herAee weed fer rooldeAtial or ht:telAeao ,-u.,oaea, 
eMeeJtt ae '9f'et1lded IA et:tbeOetion 35 ef eeetioA &7 89.2 84, &Ad of faMt 
MaehlAOP)1, fafffl PMahlAa~ '819&lr ,aflte, .... IAigatloA e~ul19MeAt Y&Od 
eMelualttel~ fer a1rtawttw,al ,1:1r,aaa1, ralallo,e shall aai the taM IM,-eeed 
wnder tt.le eha,ter, er the a¥0M1e OE11:tl•,1aleAt thel'Oof, te tfle ealee fJfllee e, 
eha111e, aAd ·m.eA adEled, ewoh taM eeAatl-Mee a ,-r1 ef at:teh fJrlee er 
eharee, la a aelM fMM the eeAaYMer er ueer te the retailer YAtll ,a1a, aAd la 
M88V8Mble at law IA .... 88MO M8AAOr ae ether delMa. , .. aadlAI eueh taM 
te tti.o pftee er et.a:,eo, Mtellorie ehall adEI te It th,eo peMoAt of eYeh 19,tee e• 
ehat1e, 

SECTION 4. AMENDMENT. Section 57-40.2-02.1 of the North Dakota 
Century Code Is amended and reenacted as follows: 

57-40.2.()2, 1. UN tax lmpo•ed. 

1. Except as otherwise e,cpressly proyjded In subsection 2 for purchases of 
mobile homes used for residential or business purposes, an excise tax Is 
Imposed on the storage, use, or consumption In this state of tangible 
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personal property purchased at retail for storage. use, or consumption In 
this state, at the rate of five and one:fourth percent of the purchase prtce 
of the property. Except as limited by section 57-40.2 .. 11, an excise tax Is 
Imposed on the storage, use, or consumption In this state of tangjble 
personal property not originally purchased for storage; use, or 
consumption In thf • state at the rate of flve and one-fourth percent of the 
fair market value of the property at the time tt was brought Into this state. 

2. An e>eoJse tax Is Imposed on the storage, use, or consumption In this state 
of mobile homes used for residential or business purposes, except as 
provided In subsection 19 of section 57-40,2 .. 04, and of new farm 
machinery and new Irrigation equipment used exclusively for agricultural 
purposes purchased at retail for storage, use, or consumption In this state 
at the rate of three and one-fourth percent of the purchase price thereof. 
Except as llmited by section 57-40.2-11, and e,coept as provtded In 
subsection 35 of section 67-39,2-04, an excise tax Is Imposed on the 
storage, use, or consumption In this state of mobile homes used for 
resldentlat or business purposes and of new farm machinery and new 
Irrigation equipment used exoluslvely for agrtouttural purposes not 
originally purchased for storage, use, or consumption In this state at the 
rate of three and one-fourth percent of the fair market value of moblle 
homes used for residential or business purposes and of new farm 
machlnary and new Irrigation equipment used exclusively for agricultural 
purposes at the time It was brought Into this state. 

3. An excise tax Is Imposed on the storage, use, or consumption In this state 
of natural gas consumed by a final user at the rate of four percent frc,m 
January 1, 1993, through December 31, 1993; three percent from 
January 1, 1994, through December 31, 1994; and two percent after 
December 31, 1994, If sales tax has not been applied as provided by 
section 57-39.2-03,6. 

4. In the case of a contract awarded for the construction of highways, roads, 
streets, bridges, and bulldlngs prior to December 1, 1986, the contractor 
receiving the award shall be liable only for the sales or use tax at the rate 
of tax In effect on the date of contract. 

SECTION 5. AMENDMENT. Section 57-40.3-02 of the North Dakota Century 
Code Is amended and reenacted as follows: 

57-40.3-02. Tax lmpoud. There Is hereby imposed an excise tax at the rate 
of five and one-fourth percent on the purchase price of any motor vehicle purchased or 
acquired either In or outside of the state of North Dakota for use on the streets and 
highways of this state and required to be registered under the laws of this state. 

SECTION 8. REPEAL. Sections 57 .. 39,2.12.1 and 57-40,2-07.1 of the North 
Dakota Century Code are repealed. 

SECTION 7. LEGISLATIVE COUNCIL STUDY. The legislative oouncH shall 
study state Income and sales, use, and motor vehicle excise taxes to determine the 
feasibility and deslrabUlty of eliminating state Individual and corporate Income taxes 
and providing replacement revenues by expansion of state sales. use. and motor 
vehlole e><clse taxes. The leglslatlve council shall report Its findings and 
recommendations, together with any leglslatlon required to Implement the 
recommendations, to the fifty-ninth legislative assembly. 
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2003 HOUSE STANDING CO~E MINUTES 

BILURBSOLUTION NO. SB 2314 

House Finance and Taxation Committee 

CJ Conference Committee 

Hearin& Date March 12. 2003 

T Number SideB Met«# SideA 
X 

-----t 
1 

Committee Clerk Si 

Minutes: 

BIP, WU BILD& CHAIRMAN Called the hearing to order. 

SIN, RANDY SCBOBINGE& DIST. 3, Introduced the bill. See written testimony. Also 

submitted a news article entitled "Absence of taxes gives South Dakota an edge", See attached 

copy. 

l 

SIN, BEN TQJ,LIFSON. MINOT eo.sponsor of the bill. He stated he lived in North 

Dakota his entire life and worked for a corporation in North Dakota for over 32 years. That 

corporation stayed in North Dakota because it was a good business environment for them. 

Included in that job I hadt was an opportunity for me to raise a family, to live here and retire here 

in a reuonable fashion. This bill can give reason to stay for a lot of young people, that today 

may be thinking of aoina elsewhere. Gave an overview of what people thought about the bill on 

the Semte side. He felt that 500 young people who leave each year. may decide to stay with this 

0 bill. 
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SIN, TONY GIUNDUBG. DIST, ◄J Teltified in support of the bill as one of the 

co-ipODIOl'I. Stated he would aive a lot of the ume comment. which he pve in the Senate. 

There ii a lot of diacuaion about out-miaration. and •vina North Dakota_ youna people leaving 

the atate. ate., how do we protect the future five or ten yean down the road. When )'OU look at 

the states with no pcnona1 income tu, they have aianificant population srowth. South Dakota is 

oneoftllem. Florida. Texas. One ofthe thinp which intrigues me, is that two oftbe states with 

the bigest population increase of retired folks, one was Florida; and the other is Pennsylvania. 

Pennsylvania does not tax income off of peosion funds. .AJ the baby boom population moves 

into retirement in our state, aooner or later the stock market will come back, and the baby 

boomers wilt have an incredible amount of wealth. I think we need to look at a long term tax. 

The first six weeks of the ses3ion. I bad considerable discussion with people I represent in rny 

district, I didn't come across anybody who was opposed to SB 2314. He talked about auction 

sales, whereby equipment is being auctioned off, tax free. 

REP. WINRICH You spoke of your experience in economic development, in the brief 

experience I bad, after the flood in Grand forks, I found that one of the, main concerns ot' many 

businesses was not so much the corporate income tax, but the property taxes, In the red book 

comparison with other states, North Dakota's property tales seem to rank higher than other 

states, isn •t that more of disinc.entive for business then the corporation income tax? 

se. GRJNDBERG In my experience, property taxes are competitive in other states. 

Corporate income tax repeal will not change things overnight, In the work I have done, I think I 

have been involved with one corporate income tax exemption request, 
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REP. IQIMIQT Stated he had to respond bocaUle he mentioned auctioneers. When we sell a 

finner out, there is no tax on the machinery, but in a lot of inltances, that farmer pays thirty three 

percent income tax on goods sold. I would hope, riaht now we don't have tax on machinery, at a 

dealer or at an auction, and I hope we don't dump that. 

QP. KIJ/iB Have )OU aiven any thoupt to what would happen to a renaissance zone, the 

incentives that we give, should this pus? 

SEN. GRINDIIBG It certainly would create a lot of new approadles. I think the long term 

benefit of not having personal corporate income tax, would far outweigh the fifty percent tax 

credit to the renai-.nce zone fund. In a perfect world, if the fund was returning an investment 

to the investors, they would put money in whether they got a tax credit or not. 

REP, RON IVERSON. FARGQ Testified in support of the bill. We talk a lot about saving 

North Dakota and keeping youth here and giving incentives, related to an article entitled 

"Absence of Taxes in South Dakota." 

BILL IJJTCUI& STATE DIRECTOR Qf TUI NATIONAL FEQERATION OF 

INDEPENDENT BUSINESS • Testified in support of the bill. He stated the NFIB represents 

approximately 3000 small business owners. On all of the positions taken byNFIFJ on issues 

before the legislature, are determined by member ballots. We do not take a position unless at 

least ~ixty percent of our members are in favor of iit or close to it. In early February, we balloted 

our nwnbers on SB 2314, in concept, we didntt; talk specifically about the bill, the result of our 

member poll, with sixty two percent of our members, were in favor of elimination of all income 

taxes in North Dakota, and reliance instead on extended sales tax revenues. He stated he was in 

\~) communication with the state director of NFm in South Dakota, and the articles and references 
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made by R.ep. lvenon were confirmed by him, md ho uid it was one of tho best thinp that 

happened to South Dakota, espocially for small busineuoa. 

REP, WJNBWR Did you poll ~ur members about the repeal of the collection allowance for 

aalettax? 

IP◄i◄ BJJTCBII No, I did not. The poll had to do with the expansion of sales tax to replace 

revenues. 

BJP .. WJNBICB My understandina that many of the retailcn across the state, are rather 

adamantly opposed to that. 

BU,..11 IJITCBIB Thirty one of our members were opposed to it. Out membership includes a 

lot of small businesses who are not retailers, and I can only report that the majority of sixty two 

members were in favor of it. 

UP. IILDB TO SEN .. SCBOBINGER At the end of the five years when the tax is totally 

repealed, wontt we end up with a short fall then? 

SEN, SCQOBINGER This will allow for. every two years we budget, and it phases out over 

five years, but we obviously can't tie the next legislature into that, Section 7 • is the resolution 

which will study this whole thing and that committee is assigned to come back with 

recommendations to the next legislative assembly. We will have a governor's bud&ett and he 

writes many things into. or takes things out of the budget. that will allow this governor. as you 

know. when we left here two years aao. we were projecting 104 million dollars off the corporate 

income tax. that tax is now down to twenty one miUion dollars from what we were projecting 

two years ago. The governor had to write that cut into his budget. also the personal income tax is 

down &om sixty million dollars. That is no different from two years from now. or four years 
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fi'om now, the aovemor will take that into account. The impetus behind this, ii increued 

economic dc,velopmeot. 

BIP, WINRICH Wouldn't it be more logical to do the study before you start making changes? 

SIN, SCRQBIHGQ. We did study the corporate income tax this whole lut biemtlum interim. 

It wu a very comprehensive study on all upects of the corporate income tax. 

UP, WINRICH does your hill come out of that study? 

SEN. SCHQBINGER My bill is a separate bill. The bill that came out of the study was 

actually introduced in committeti, given the budget status at that time, to make the corporate 

income tax flat, although it was a bill introduced through the Senate from the interim finance and 

tax committee. 

REP. WINRICH The study here says that we are going to study state income, sales & use and 

motor vehicle excise tax to determine the feasibility and desirability of eliminating state 

individual and corporate income taxes and providing replacement revenue by expansion of the 

state sales use and motor vehicle tax~. But your bill already envisions the elimination of the 

corporate income tax, over a five yeal' period, and an expansion of the sales tu.? 

SEN, SCHOBINGER. No, there is no expansion of the sales tax. Those taxes will be on the 
I 

existing sales tax base, and it will go from five to five and a quarter, for the final six months of 

the biennium. 

REP, WINRICH Doesn't that prerappone the conclusions of the study? What if the study 

concludes that we shouldn't ;,,liminate the etltp()rate sales tax? 

SEN, SCROBINGER The study ties the whole thing together. Last biennium. we studied the 

corporate income tax, so we have pretty in depth knowledge as to what that is. 11te testimony 
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we received from South Dakota, i1 them not havina a corporate income tax. ii vory much a 

positive for them. They are out talkina to speculative bUlineaea that are e-:pandins. it ii one of 

their tools. On their Department of Commerce website, that is the first thing they mention. Also 

during that study, I received a brief letter fiom Dr. Milton Friedman, on July 2, in addition. any 

individual state which t«wminates • tax on corporate income, will be an attractive place for 

corporations to make their home. By eliminatina the tax on corporate income, the state of North 

Dakota could attract an in flow of capital from the rest of the country. When I take a look at that, 

I think it is excitiq. That is somethina North Dakota needs. 

UP. WINRICH You keep referring to the past study that was done this past bienniwn, did 

that study of corporate income tax develop any projections of how the inorease of economic 

activity would take place, what sort of numbers are we looking at? 

SEN, SCHQBINGER, Those are the types of nwnbers that are v~ difficult to track. But those 

are numbel's that will be realized. 

REP. WINRICH What numbers? 

SEN, SCQOBINGER, The increased standard of living for all North Dakotans► I think it will 

bear itself out, 

UP. WINRICH That is not a number. 

SEN, SCIIOBINGER We know, we are losing S00 people per month, I believe, there are two 

reasons young peor,te are leaving North Dakota, 1. Not enough high paying jobs. 2. They are 

getting their college degrees and can't find jobs. 

UP, QEAQLAND Is this bill inclusive of all types of corporations in North Daleo~ as you 

·1 know, as a farmer today, I can incorporate rny fann, would I be subject to this bill? 
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SEN, SCHOBINGIB 'I1lil bill will include all bu,ineues organized as c Corporations. 

It may include Black & Decker, Gateway, Intel, it may include a whole lot of corporations that 

currently are not here. 

Bil, IILIIB You have taken the fee away from bulinesses for collectina the sales tax, on 

the house side, we already defeated one attempt to do that. mainly because we felt it was an anti­

business move, was there any thought to remstating that. and maybe startins your sales tax at an 

earlier time to cover that loss? 

SEN. SCBQBINGER I dunk the critical element of this bill is to begin to phase out the 

corporate income tax, how that is accomplished; I want to find the best way to do that. I do 

understand those retailen that have a large number of gross sales, currently, over the long run, 

will realize this is a positive move. 

REP, KELSB We heard yesterday, there are several states that don't have a sales tax, Montana 

is one of them, yet, they experience a large amount of growth if not larger than South Dakota, 

have you given any thought to the elimination of the sales tax? 

SEN, SCBOBINGEB That is a good question, Montana is very heavily weighted in the west, 

when you drive out to Glendive or Sidney, you know exactly what the economic development is 

there. That is why I think the differences in sales tax don't necessarily cause people to flee as we 

originally may have thought. If that were the case, we would see much migration from 

Dickinson and Williston over the bordet"S, and the retail outlets would be lined up along the 

border of North Dakota and Montana. That has not happened. I am not a great fan of the sales 

tax, but I think people enjoy paying their taxes and getting something for i~ rather then having it 

taken off the top, 
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UP, MQLI BOUCQ& DIST. 9, BQLETfE, Testified in opposition of the bill. 

He ltated be ha heard the argument that if we make this change and eliminate the corporate 

income tax and pus the responsibility or make up the gap in what we would lose in corporate 

income taxes by asaeuing an additional amount on the sates tax, this is how we would recover 

those lost monies, and it would also be a revenue neutral act. It might be a revenue neutral act as 

far as the government and the treasury of the state of North Dakota is concerned, but it is not 

going to be a revenue neutral situation for those people who are consumers and taxpayers across 

the state of North Dakota. 'I1lat tax responsibility is going to be shifted to someone else. Some 

people say elimination of the corporate income tax will create economic development in the state 

of North Dakota, I disagree with that for a number of reasons. 1. When I talk to people in the 

economic development community, be they community based or regional based, or here within 

state govermnent, they witt always tell me consistently, that when businesses come to North 

Dakota and research the possibility of coming to this state, that the consideration of the state's tax 

structure is an item way down on the list of them making their determination. There are many 

other factors that weigh in more heavily than the tax structure of North Dakota, when they make 

that decision to come to a community, When they come to a community, they look at the 

infrastructure of the community and the labor force that is available, 2. They will always teU 

you that we also have other options in terms oftaxeo and taxation. We have sales tax 

exemptions, property tax exemptions, we have many of those kinds of opportunities that are 

available to the communities, It becomes a matter of local decision making. When we take a 

look at the corporations that do business in the state of North Dakota, many of those corporations 

are retail and service provider corporations. When they make a detennination or decision to 
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locate in North Dakota or to expand businea, it is a market driven decision. Take a look at the 

tax structure of North Dakota. We know taxes statewide, are built on a three legged stool, 

Propa:ty tax. sales tax and income tax. on the income tax side, it is corporate and personal 

income tax. On the sales tax side, it is state sales tax, and local sales tax, and food and lodahlg 

tax. On the other side of the stool is property tax. which finances our schools. counties and other 

municipal operations. When we talk about tax collections in North Dakota, prope,:ty tax 

collections are significantly higher than the other two. We have an inequity, that we need to 

address, He went on to talk about the different sales taxes collected in the communities across 

the state of North Dakota. Also commented on the income taxes paid in ow- state. When we 

talk about this tax system. the debate should be focused around the inequities that exist within the 

system, Minnesota is a high tax rate, and they have good solid economic growth. South Dakota 

has a low tax rate, and obviously, they have outgrown North Dakota. If you compare the two, is 

tax really the issue, or business environment throughout the state. I think we should put our 

energy forward in looking at the business climate to attract people here. 

REP, BELTER From yow- testimony, I gather that you feel our sales tax is high enough? 

REP, BOUCIDR I would say our sales tax has reached a point where the people out there are 

saying. we pay our taxes as loyal and responsible citizens because we know we have to have 

money to operate the state, local and municipal governments, but at the same time, I think when 

they say five percent, one percent, which is typical, I think most of us realize we pay about a six 

pc,roout sales tax rate. 

REP. BELTER Do you think our sales tax is high enough that we might not want to pass the 
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one percent lodging tax? 
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UP, BOUQIIR I think, quite &.ankly, the people in North Dakota look at sales tax, and they 

me sayina we have probably reached the point of maxing out our sales taxes, 

UP, MRSON I look at the numbers between North Dakota and South Dakota and they dontt 

lie. They don't have COl'J)Onte income tax, they dontt have state income tax. lftd yet, they grow, 

and North Dakota does not. You talked about this three legged stool, they don't have the three 

legged stool. they do have some gambling revenue, but they agresaively market themselves as a 

low taxation state, how can )'OU refute that? 

UP, BOUCfflR Look across the river to Minnesota, which is next door to both North Dakota 

and South Dakota, and they me a high tax state, has that stopped their growth? In the state of 

South Dakota, when you take a look at the growth they claimed to have made, are those jobs high 

power jobs. We can talk about nwnbers and we can spin any numbers you want, depending upon 

the case or argument you want to make, if we talk about North Dakota and South Dakota tax 

climates, what are they paying for license fees and those kinds of things. You have to put 

everything into perspective. The state of South Dakota needs money to spend just like the state 

of North Dakota, it is just a matter of where )'OU are going to tap it. 

REP, JYERSON They have less state employees than we do, they have a lot of other things 

that we don't. But to respr,nd to your question about Minnesota. they have a five billion, or 

whatever, deficit now, and the business climate is not going to be more attractive, you are not 

going to see a tot of growth, states like South Dakota, will attract those businesses. How can you 

refute the numbers when they grow, they have almost one hundred twenty thousand more people 

than we do. and the states are essentially the same. 

I 



0 

'¥· 

l:; ,I;~; 

--,; 
' 

'',,'./ ',_, 

Paaett 
HOUie Finmw, ad T uation Committee 
Bill/Reaolution Number SB 23 t◄ 
Hearioa Date March 12, 2003 

BR: BOUQIIR The state of Mhmeaota has way more people than the state of South Dakota 

doea. The state of South Dakota better have the infi'astructure in place to attract thole people_ 

and they better have the water, tnmaportation, facilities as well u the technoloay capabilitfe. to 

attract thoae people. If that doesn't exist, they won't go there. Minnesota is aoina to have a 

definite advantage over both of us because they have the population. The state of Minnesota is in 

a real budget crunch ript now because they rebated a lot of tax money when they had tax money 

in their treuury. 

RgP. DU.EB You made a comment that the business environment and the climate needs to 

improve in North Dakota to help all of Nort.h Dakota, do you not believe that zero corporate 

income tax will improve that very same business environment? 

REP, BQIJQJIR. That is a debatable point. In my discussion with economic development 

people, be they in state, county or regional government, they say that the companies and 

businesses, when they ask them what they need to locate here, taxes are way down on the list. 

We would be offering corporations who are in the retail or service provider sector, and their 

growth and presence here is based totally based on market. If the people aren't here, they are not 

going to add jobs, if we see a decrease in sales, they will probably shut down the operation and 

leave. They don't even own the buildings they operate out of. North Dakotan& own the buildings 

and pay the property taxes. 

MJCllilL J. WALSH. QWNEB • OQBATOR OF KING KQIN LAUNDBBITO & 

CAR WASH Testified in opposition of the bill. See written testimony plus a ohart showing 

that states with little or no sales tax, have less out migration than the highly regressive South 

Dakota. 
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11'5 CY:RI You talk .i»c,ut the quality of life issues u boina more important. in North 

Dakota we bavo a low crime l'lffl, and the out miaration is still continuing, you think it it 

woddq? 

MIAfAIL WAJtSH I am sayiq there are other facton for the out miaration. and I am sayina. 

if we do dJange tho taxes. I think the crime could get worse. I don't think the model of South 

Dakota ia ideal, as was pointed out. they are spending way less per capita, and it is very 

significant. 10 we are looking at the wrong part of the model, of South Dakota. 

JOHN RISCH, IJNJTBP TliNSPQBIATION UNION, Testified in opposition of the bill. 

Soe written testimony. Alao submitted • handout relating to the average annual pay for 2000 and 

2001 and percent change, See attached copy. 

UP. DROYDAI., Do you poll your membership before you come and take a stand. and what 

was your percentage of support or non support? 

JORN BISCD We have not polled our membership. I didntt mean to belittle. We pass general 

resolutions concerning issues as far as tax policy and things at our local meetings, or at our state 

legislative board meetings on positions we will take. We don't poll our entire membership, 

BIP, CLARK You mentioned that you think it would probably be bigger problems ifwe 

eliminated corporate income tax because all of the pass through limited partnerships would pass 

through the business profits through individuals to be taxed at their personal income tax rate, 

don't you feel that because of the incorporated status, they would start paying income tax on that, 

then when they pay themselves, they still pay state income tax, and personally, federal income 

tax, that would increase the taxable liability? 
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JOHN BJSCB Bath individual entity wilt have to do their numbers, the intent will be to get , 

yourself in the top rate of 5.54% or zero percent aa North Dakota would have, for the corporate 

entity. My sugpstion is. u people look at this, u I persottally look at this, I have reatal 

property, thia would be an opportunity for me to reduce my amount of personal inC0111e tax. 

Then, could be a situation where it is a greater liability, I don't know, companies will have to 

w•gb that out. 

Cffl18 RUNGE, EXECUTM DIRECTOR OF ID NORTH DAKOTA PUBLIC 

EMPLOYEES ASSOCIADQN AND SECRETARY·IBEMUBER OF ID NORTH 

DAKOTA APLCIO Testitled in opposition of the bitl. Stated she does a lot of work in 

economic development and jobs and research, and she stated she came across an article, recently, 

with the new To:yota plant going into San Antonio, Texas, San Antonio was fifth on the list of 

the states that were vying for the new Toyota plant, but Toyota picked San Antonio, and it bad 

the least amount of incentives over Tennessee, Arkansas and Mississippi. What the Toyota 

president said, if you pull too many incentives out of the community in the beginning, you pay 

the price down the road, it is a penny wise, pound foolish thing to do. We believe it is in our best 

business to be a good corporate citizen and contribute to the conunwtity right away, I think 

taking the corporate income tax out of the mix of taxes in North Dakota, is not going to be good 

for the people infrftstruoture of the state of North Dakl'lta, especially in these tight economic 

times. 

RANDY BfiLLMAN, LOCAL BUSINESS OWNER. BISMARCK Testified in opposition 

of one section of the bill, which is Section 6. 

' ' 

i.; t: r.:f•: ..,.> :/'. i1t :~,,,':.,-,,.-. ·,,,\/111 F,::~· .· ~ ... , ,.,".,.,,,t .. •.•,,;;,,~1,i,;, •. 1}.\\i~t·~-r·•i1.1~\1 
, • , . . ..\)'1·, /I• , ., ~-:_i.-1.:;.~,\tr •., ... ". ,_ 

Tht 1to,6tt"•t• ,..,.. on tht1 flt• 1,1 1COUl'1t1 ,..,,.._ttont of reeordl •ttvtred tc, Mo$1"n lnfo,wtfon tyet .. fo, 1toroftl•l"I • J· 
wre ft llliid fn th• r•l•r eour11 of luf neu. The phototraphtc procH1 MHt1 1ttndlrdl of th• Mtl'foan N1tton1l ttandll'dl lnetftut1 · 
CAMII) for •rdltval 1toroftl1. NOTICl1 If th• ftlMld fMttt above t• lHt lttfbl• then tht• Notte,, ft ft due to tht quelttv of tflt . ' 
doMlnt btlnt fl lllld. 1 

ta"~, 00&~ ,daa 103 . . 
Optrato,11 iinatur1 01tt 

I 

·t 

.J 



I 
I 
! 

0 

Pap 14 
House Finance and Taxation Committee 
Bill/Resolution Number SB 2314 
Hearing Date March 12, 2003 

DAVID KEMNITZ. PRESIDENT OF THE AFLCIO Testified in opposition of the bi11. 

Almost always, our resolutions from our conventions in speaking to the history of taxes, proper 

government services, and the future, statistics show that North Dakota's average wage compared 

to the nation is at 700/4 of the national average. In 1985, it was around 84%, Obviously the 

power plants, gas plants and other largo construction was helping keep it up. In 1990, it was a 

low of700/4, In 1991, the legislature passed legislation that called for a living wage provision, 

thtt average wage started to go up. In 1995, that was repealed, and it has gone down now, We 

think we are looking at the M'Ong picture, The corporate income tax rate has been frozen since 

1984. The income tax and property tax waiver for new and expanding businesses in the state 

were for good jobs and good wages, Low interest loans were for good jobs and good wages. 

Infrastructure gifting is all for good jobs and good wages We haven't seen any of those, Our 

members don't see the results of gifting or giveaway of the corporate business sector taxes. 

Personal income taxes have changed for the wage earner. Sales tax have increased, food and 

lodging, Local and state sales tax has increased. Property taxes have increased for all ofus, 

Fees for licenses have increased. 

BOB LAMP, ON BEHALF OF IBI AUTOMOBILE DEALERS ASSOCIATION OF 

NORTH DAKOTA AND THE NORTH DAKOTA IMPLEMENT DEALERS 

ASSOCIATION, Testified in opposition of the bill. See written testimony, 

PA'ITY LEWIS. REPRESENTING TUE NORTH DAKOTA HOSPITALITY 

ASSOCIATION Testified hi opposition of the bill, Agreed to what Mr. Hellman stated, 

regarding Section 6 cf' the bill. 

With no further testimony, the hearing was closed. 
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RICIC CLAYBIJRGJL STATE TAX COMMISSIONER Appeared late after the hearins wu 

closed. Rep. Belter requested that tho tax commiuioner submit written testimony to committee 

members. 
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2003 HOUSE STANDINO COMMI'ITEE MINUTES 

BILIJRESOLUTION NO, SB 2314 

House Finance and Taxation Committee 

□ Conference Committee 

Hearing Date March 25, 2003 

T Number Side A S!deB 
t X 

Committee Clerk Si tute 

Minutes: 

COMMl'ITEE ACTION 

REP. WEILER Presented amendments to the committee. 

REP, WEILER Made a motion to adopt the amendments as presented. 

REP. DRQYDAL Second th-, motion, Motion carried by voice vote. 

Meter# 
12,6 

REP. IVERSON Made a motion to tum this bill into a study to be studied during the interim. 

REP. CLARK Seoond the motion. Motion faUed. 

Committee members felt that this was studied during the last interim and did not need to be 

studied again, 

REP. WINRICH Made a motion for a DO NOT PASS AS AMENDED • 
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REP. SQIMIDT Second the motion, MOTION CARRIED 

9 YES 1 ABSENT 

REP, GROSZ WaJ given the floor assignment. 

I 

-/t.:·~· 
,', (/ 

·• 

.J 



r 

.. 

o.te· :,..~5--o3 
Roll Call Vote #: J 

HOUie 

2003 BOUSE STANDING COMMl'ITII RO!:J.SALLVOTIS 
BILI.JRISOLVTION NO. :;0 ~3 I '-1 

FINANCE & TAXATION 

D Check here f'or Conference Committee 

Committee 

Lep1lallve Council Amendment Number )L~ . 0 "ol 
Action Taken Co Not --.:4-r--~~L_~~:::..1...A_s_d.M_· -~-',,/-

Motion Made By "'• (J~ Sec:oodfd By 'IA(• 5,.Jm Jt 
..., ...... tadv. Y• No ReDNNntatlv• Y• No 

BELTER. CHAIRMAN vr 
DROVDAL VICE-CHAIR ,,,_ 
CLARK .. L, 

FROELICH If 

GROSZ V 
HEADLAND ~ 

IVE!f.2N a,. 
KELSB V 
KLEIN ~ 
NICHOLAS i, 

SCHMIDT .,._. 
WEILER .... 
WlllNBEISER ~ 
WINRICH V 

Total (Yes) q No_y_,____;. __ _ 
Absent I 
Floor Assianment 

If the vote is on an amendment. briefly indicate intent: 
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RIPORT OF STANDING COMMITTII (410) 
March 21, 200S 1:34 a.m. 

MoclUle No: HR-14-1771 
canter: Groa 

lftNl't LC: 30348.0401 T1tle: .0800 

REPORT OF STANDING COMMITTII 
812314, • lftl'Ollld: lllnanoe and Taxation CommlttN (Rep . .... _ Chairman) 

recommends AMINDMl!NTI Al POLLOW8 and when so alMO<Wd recommends 
DO NOT PAIi (9 YEAS, 4 NAYS, 1 ABSENT AND NOT VOTING). Engroued 
SB 2314 was ptaced on the Sixth order on the calendar. 

Page 1, fine 3, remove "to repeal sections 57-39.2-12.1 • 

Page 1, remove llne 4 

Page 1, fine 5, remove •retailers for administrative expenses of sales arni use tax colleatlon:• 

Page 8, remove llnea 3 and 4 

Page e, line 14, remove •seotton e of this Act la effective for taxable ~vents ooourrlng aftef 

Page e, remove llne 15 

Renumber accordingly 

Page No. 1 HA-I-W171 
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C· Testimony to the Senate Finance and Tax Committee 
• By: Senator Randy Schoblnger 

Wednesday- February 12th, 9:30 AM 
Lewis & Clark Room - State Capitol 

~ly State, OUR STAD is at a crossroads. The decisions we are making this session 

about which road we take will define our state for the next generation. The decisions 

aren't just economic. They are much more than that. What we do this legislative session 

will significantly impacl whether we grow or wither in the coming years. 

We aU know and agree that the direction we have been heading isn't taking us where we 

want to go. Our youth are leaving. Our population is departing at the rate of S00 per 

month. That rate is accelerating. 

rve been encouraged by the enthusiasm, and the serious questions SB 2314 has 

generated among you - my colleagues. Those rve talked with about this bill have 

encouraged me to move it forward. Together we can change the direction our state is 

headed. We can change the direction in a positive and progressive way. By passing SB 

23 l 4 we will show those who have eltcted us that we are willing and able to lead our 

state down a new, more prosperous road. 

SB 2314, as amended, will eliminate both the individual and corporate income tax saving 

taxpayers approximately ~520,000.QQQ each biennium. It will increase the sales tax from 

5% to 6% and inc.Jude tax on some item not currently taxed. However ... food, ag inputs, 

health services, and medlcaJ products including prescription drugs remain exempt, 

If we continue down the road we have been on by next session our state will have 

between 12,000 and 20,000 fewer people, The majority of those leaving will be fiuniHes 

and young adults. We MUST reverse this AND we must begin now. 
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The statistics tell a chilling story. All but four North Dakota counties will lose population 

over the next 20 years, The small business survival index ranks North Dakota 35• least 

attractive state hi the nation to do business. Four independent anaJysts aJve North Dakota 

a C+ while South Dakota receives an A. SD always ranks in the top S while ND is in the 

bottom 10 in virtually every analysis ranking states as friendly or unfiiendty to business. 

In "Taxes and Economic Growth", a publication by renowned economist Dr. RJchard 

Vedder, while reporting most neighboring states rank close in terms of "business 

friendliness" be notes the dramatic contrast between North and South Dakota. While 

South Dakota receives an "A" grade we get a ''C+". If you were picking a place to do 

business, which would you, pick? 

The road I wish our state to travel is one that will enable us to utilize the abundant natural 

resow-ces our state has been blessed with. It is the road that will provide opportunities for 

our fiunilies and om children. 

SB 2314 will NOT, by itself; turn our state away from the precipice we•re heading 

toward. However, SB 2314 will accomplish TWO necessary things 

FIRST, it will prove that we can CHANGE direction and that change isn-t as 

frightening as some think and, 

SECOND~ it will lay a soHd foundt~;on that will make our state attractive to business., 

industry and the jobs they bring. 

Today there are far too few representatives from primary industry or large business 

entities here to testify. There is a reason for this. Our state has all too few primary 

industries or large businesses. This is because our state's tax code, our rules, our 

regulations and unfortunately a certain mind set makes our state hostile to business and 

newcomers. 
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It 11 time we acknowled1e thll reality. We cannot afford to put offadmittina the truth .. 

• IF we want to change the direction we are travellna. I want to change direction. The 

majority of those I know also want move in a dlff'erent direction. Today mil can take 

the first step to make this change a reality - you can do so by giving SB 2314 a DO 

PASS recommendation. 

I understand CHANGE is frightening for some. It is particularly &iafrtenJng for thoae 

comfortablt1 with the status quo. Unfortunately that is a "comfort .. we can no Jonaer 
afford. 

SB 2314 will change North Dakota's tax law. Let me explain what SB 2314 ii apd lf••t 
and what SB 2314 wm end !'IJI NOT do. 

• SB 2314 is I be•n• that will loudly and clearly tell industry North Dakota is 

serious when we say we want it here. 

• SB 2314 will provide tens of millions of dollars in positive and needed fl:n 
publleltv for our state. 

• SB 2314 ta pot rgresslve, It is progressive. It is an absolutely necessary step to 

stem the out migration of jobs and people from our state, 

• SB 2314 will put more than 1420,000,000 back Ip the pocktdf of North Dakota 
f•mHles to spend as they see fit. 

• SB 2314 will make our state among the most fob Crlegdly In the natfo■, 
• SB 2314 will elfmhaate more than tSO P•I!! of tax eode and the machinery 

needed to collect the income tax. 

• SB 2314 is the Ont step we must take to begln the task of transforming our state 

from a hostile environment for business and industry to a destlpatfog of ch9fee 
for business and industry. 

Our state is changing whether we like it or not. SB 2314 is a major change. But It It • 

positive ch1n1e, It allows taxpayers to ktep more of what they earn AND at the same 
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time tells business and industry North Dakota secs it as a valued citizen not shnply 

another pocket to tax. 

Out choice is really quite simple. North Dakota can continue on a downhill road and 

disappear into the bottom of the gorge. .QB we can chanae direction and head down a 

dUferent road - a road we chose. a road that provides our citizens opportunftlel -

particularly the opportunity to stay and work here in North Dakota. 

SB 2314 will make those opportunities reality. SB 2314 will take us in a new. a better. a 
po51,r·11e and an exciting direction. We must, howeve1, realize that SB 2314 is Juat the 

first step, But, it 11 • cnde1I first step because It set• u1 on the new eoune. Al we 

head down this n.ew road it wm become evident what other changes we need to make and 

will want to make. 

SB 2314 did not come about ovenught. My degree is in economics. I've spent the last 

two years studying the economic problems facing our state. l'w ensaaed thd thlmdng 

and advise of dozens of experts in the atea of economic development. SB 2314 ii the 

calumniation of that effort. Together with that effort the Legislative Council and the Tex 

Department has helped develop what is being presented today - SB 2314. 

Thank you. I now urge you to take the drivers wheel and tum North Dakota in a new 

direction by giving SB 2314 a DO PASS recommendation. 
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Table 2 
Four Different Evaluation, of FA,cal PoUcy By State 

Stile sasc ALEC Blggmbct& Vedder 
Alabama B+ B B+ B+ 
Alaska f3.. F A C 
Arizona C+ B B C 
Arkansas C+ C C .C 
California D- C- C- C-
Colorado B B B B 
Connfflicut C- D c.. P 
Delaware C F B F 
Florida A- A A A-
~~ C D C B-
Hawail F F C D 
Idaho C C C- C-
Dlinoie 8- C- C B-
lndiana C+ C- B- C+ 
Iowa D c.. c c+ 
Kansa111 F C- C- D 
Kentucky c.. D C D+ 
Louiaiana C+ C A- B 
Maine F D D F 
Maryland C B C+ C-
MaMaduasetts C F C D 
Michigan B A C+ C 
Minnesota F D D+ F 
~~ippi B c.. C+ C+ 
IYUINK.Jud- c+ e c+ c+ 
Montana D+ c+ D- c 
Nebraska C· B D+ C 
Nevada A A A A .. 
New Hampshire B+ A 8 B+ 
New Jersey D+ B C C-
New Mexico D- F C+ C 
New York D• C+ D o .. 
North Carolina C- 0 C- C 
North Dakota C C+ B· D 
Ohio D C- . C c .. 
Olclahoma C C· C C+ 
Oregon D+ C+ D+ B 
Pennsylvania C , c+ c+ C+ 
Rhode Island F D F D+ 
South Caroltru- C+ C C B 
South Dakota A A A A ,.--:: ... ·., 
TeMesaee B B A+ A 
Texas B+ 8 B A 
Utah C- D 9.. O+ 
Vermont D c+ o+ D-
Vlrgtnla 9.. c+ C+ B 
Washington A C+ A C 
West Virginia D D C+ C+ 
Wiscon&Jn C D D F 
Wyoming A B A+ C 
SOURCEt Set rtftnMff, Table t, medlan le caltulated by author, 
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Median 
B+ 
c+ 
B-
e 
C-
B 
D+ 
D 
A 
C 
D+ 
C 
C+ 
c+ 
C 
D+ 
C-
B-
D-
C+ 
c .. 
B-
o­
C+ 
C+ 
c-
c 
A 
B+ 
C 
D+ 
D 
c­
c+ 
C-
C 
C 
C+ o .. 
C 
A· 
A, .. 
B+ 
c .. 
D+ 
9 .. 
B 
c .. 
D 
A· 
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Following are the state rankings for the Small Business Survival Index 2002: 

Small Busine. Survival Index: State Rankinp 

Rant Sia SBSIScore RIDk s. SBSIScore 
1 South Dakota 2}.;.080 n Utah 43.239 

2 Nevada 23.270 28 Idaho 43.510 

3 Wyoming 27.640 29 Kentucky 43.520 

4 Texas 29.730 30 Massachmctts 43.TIO 

5 Florida 30.110 31 WISCODSin 44.100 

6 New Bauphire 31.010 32 Kansas 4S.810 

1 Tennessee 31.090 33 Connecticut 46.280 

8 Washington 31.340 34 Nebraska 46.350 

9 Mississippi 33.630 35 North Dakota 47.025 

10 Alabama 33.775 36 Oregon 41550 

11 Michigan 33.950 37 North Carolina 47.990 

12 Colorado 36.680 38 Montana 47.994 

13 Illinois 36.820 39 New Jersey 48310 
14 VIIginia 37.400 40 Ohio 49.060 
IS Indiana 37.690 41 WestVJiginia 49.230 

16 South Carolina 38.750 ·42 Vermont 49.454 
17 Pennsylvania 38.800 43 NewYork 49.955 

18 Louisiana 39.044 44 . Iowa S0.358 

19 Missouri 39.196 4S Rhode Island S0.730 

20 Arizona 39.740 46 California 52.250 
21 40.360 47 NewMexico 52440 

22 Georgia 40.970 48 Minnesota 53.610 

23 Delawate 41.070 49 Maine 53.810 
24 Arkansas 41.610 so Hawaii 54.720 

25 Maryland 41.720 51 !.listrict of Columbia 60.11S 

26 Oklahoma 42.660 
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Abaence of taxes give• South Dakota an 
edge 

Jav Kirschenmann 
Argus Leader 

published: 2/8/2003 

AIM entldng: Well-trained work•,. 

South Dakota's favorable business cHmate Is luring dozens of companies 
from ne~hborlng states. 

And while Iowa and Minnesota offer Incentives to draw and retain 
businesses, they don't have south Dakota's not-so-secret weapon: the 
absence of a corporate or personal Income tax. 

Fteelng their higher-cost home state, more than 20 businesses from 
Minnesota alone have set up shop fn South Dakota since 2000. Dozens 
more from other states either have relocated or expanded Into South 
Dakota tn n!Cent years. 

.. In Minnesota, I think they feel that Oproflt' Is a dirty word," sa,d Jim 
Lampy, president of American Concrete Products, He moved his entire 
operation from t:ergus Falls, Minn., to Rapid City two years ago, "I love the 
business climate here," 

An Iowa company, AmeriPhann, a subsidiary of Vet Pharm Inc, of Sioux 
Center, opened this week fn Sioux Falls, It ff lls prescrfptfons by malt and 
serves as an Information provider for maintenance drug recipients. 

For years, companies have made similar moves, and references to home 
echo In their names: Twin City Fan, Minnesota Rubber, Luverne Fire 
Apparatus and 3M (Minnesota Mining & Manufacturing), 

The border battle Is heating up as a new blotechnlcal Industry develops In 
the region, 

Iowa, home to Trans Ova Genetics In Sioux Center, Is offering lncentlVes to 
keep the blotech company's business as It plans for significant growth. 

Trans ova Is looklng for a location to bulld an animal biotechnology center, 
which could c."Ost up to $100 mllllon. David Faber, president and co-founder 
of the company, said It's too earfy to tell whfch state wltl be home to the 
new center. 

http://www.argusleader.com/news/Saturdayfeature, shtml 219/2003 
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Propo1ad Amendment. to SB 2314 2/11/03 
4:35 PM 

Repe1ta lndfvldu1t Income Tax etrecttve ta>c year 2003 
Repeats Corporation Income Tax effeotlve ta)( year 2003 
lncreue, the general ule• & motor vehlcfe exclae tax rates to 8% 
Broaden, the sate, tax base •• fotlowl: 
RNourc• 

Gaaollne 
Coel 
Electridty 
Wat« Through Malnt 
Natural GIi 
Heating Fuela 

Publllhlng 
Newapape,s 
Magazine Subteriptk>n• 
Bibles. Hymnals. Prayerbook• 
and Ye>ctbook1 Purchased by Private School• 
Text~kl Purchased by Studenta 

Mtdlc1( 
Prescription Drug, 
Oxygen and Aneathesla Gase8 
Artificial Devices (Hearing Alda, Eyeglassea, Urr 
Ostomy Devices and Supplies 
Diabetic & Bladder Dysfunction Supplies 
Equipment to Modify Arttctes for Disabled 
Sales to Ho1pltal1 and Nursing Home• 

Agrfcuttural 
commercial Fertlllzer (For Ag Purpose•) 
Livestock and Poultry Feed 
Seeds for Planting 
Funglcldea, Herbicides, and lnsectlcldet 
Used Farm Machinery 
New Farm Machinery 

other 
Money 
Grocery Foods not already subject to ta>e 
New Mobile Home, 

Mllc•t11neou1 E,cemptlona 
Rental of Hotel and Motel 
Accomodatlon• 
FIim R•ntal (Movlt Theater) 
Sales to Residents of Montana 
Salee to Residents of Canada (Refund) 
State and Loo.I Fairs 
Private and Parochial Schoott 
lnter .. state Telephone 
Cable Televlsk)n 
Auction• 
Manufacturing & Recycling Equipment 

Remain• Exempt 
Remains Exempt V 

e% / 
8% ,__..... 
4% 
4% 

Remain• Exempt 
8% 
6% 

Remains E>eempt 
Rem•lna E}(empt 
Remains Exempt 
Remains Exempt 
Remains exempt 
Remains E)(empt 
Remains Exempt 

Remains Exempt 
Remains Exempt 
Remains Exempt 
Remains Exempt ,,,,.,,,... 

3%~' 
8% 

6% 
Remains Exempt 

8% 

6% 
8% 
8% 
8% 
6% 
6% 
8% 
8% 
6% 
8% 
8% 
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Propo••d Amendmenta to SB 2314 cont. 

lervlo• 
72 P1raon1I 
73Bu11neu 
75 Auto Repair 
76 Miao. Repair 
78 Motion Ploturee 
79 Amusement & Rec 
81 Legat 
82 Education 
8-4 Museumt 
ae Membership 
87 EnglnNrlng and Mgmt 
47 Transportation Services 
84 Insurance Services 
66 Real estatt 

Fiscal Analysis: 

Total Sales & Motor Vehlole E>eclae iax (SGF) 
E)(pected under provisions of SB 2314 as am. 

Total Salea, Motor Vehicle, lndlvlduaf & Corp 
Expected under current law 

Net Fiscal Impact of SB 2314 as amended 

8% 
8% 
8% 
8% 
8% 
8% 
8% 
8% 
8% 
6% 
6% 
8% 
8% 
8% 

2003-os Biennium 

1,327,688,000 

(709,000) 
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P...,.Nd by the North Dakota l.egl8'dve COUnofl 
ataft for Senator Grfndblrt 

J■nuary2003 

STATES WITHOUT A PERSONAL INCOME TAX· 
POPULATION CHANGE COMPARISON 

Thlt memorandum 'provldel a comparflon of population growth of states wtth no personal Income tax .provl­
•lonl to North Dakota and other rtglonal ,tatet, There are N\'9n ,tatea that do not collect personal Income tu-

. Aluka, Florida, Nevada, South Dakota, Te>cn, Wuhlngton, and Wyoming. Based on Bureau of Cen1u1 lnfomi• 
U0n for fllcal )48111' 2001, North Dakota residents paid an 1Yetage ot $338 per capita '" personal Income tax, or tht 
• 1,t higheat coflectionl per capita of the 43 atatea that provide fot peraonal Income tax. In comperleon, Montana 
.coHected an eve,age of $815 per rnldent or.30th hlghMt, and Mlnneeota collected $1,188 per reeklent or 8th 
hlghelt. A compertaon of poputatlon and growth trenda from the 1990 cenau, to the ~000 centUI among theM 
........ followl: 

•--..:Rlntc 
lluedan 

1NO 2000 ' Percen .... ,...... .... ..... PoDullUon Pooulatlon lnctNM ........ lncrNN ...._Without• Per9onlJ Income Tu 
-~ 

1,201.833 1,998.257 798,-42-4 88,3" 1 -~·-
Florid■ 12,937,928 15,882,318 3,0.U,-462 23,5% 7 
r ... 18,98e,510 20,851,820 3,885,310 22.8" 8 
Wllhlngk,n '4,888,892 5.89,1.121 · 1,027,429 21.1" 10 
Alalk■ 550,043 828,032 78,889 1-4.0% 17 
Wyoming .f53,588 .. 93,782 M),104 8;9" 32 
SouthD■kot■ 898.004 754.844 68.840 8.5% 38 

~ 8t■tu With ■ Paraon■I Income T■x 
Montana 799.085 902,195 103,130 12.9" 20 
MlnnelOt■ 4.315,099 -4,919,-479 &M,380 12.4% 21 
Notth Dakota 838,800 842.200 3,.-00 0.5% ISO 
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Absence of taxes gives South Dakota an 
edge 

Jay Kirschenmann 
Argus Leader 

published: 2/8/2003 

Alao enticing= Well-trained workera 

south Dakota's favorable business climate Is luring dozens of companies 
from neighboring states. 

And whllti Iowa and Minnesota offer Incentives to draw and retain 
businesses, they don't have south Dakota's not-so .. secret weapon: the 
absence of a corporate or personal Income tax, 

Fleeing their higher-cost home state, more than 20 businesses from 
Minnesota alone have set up shop In South Dakt>ta since 2000, Dozens 
more from other states either have relocated or expanded Into south 
Dakota In recent years. 

"In Minnesota, I think they feel that Oproflt1 Is a dirty word, 11 said Jim 
Lampy, president of American Concrete Products, He moved his entire 
operation from Fergus Falls, Minn., to Rapid City two years ago. "I love the 
business climate here," 

An Iowa company, AmerlPharm, a subsidiary of Vet Pharm Inc, of Sioux 
Center, opened this week In Sioux Falls, It fills prescriptions by mall and 
serves as an Information provider for maintenance drug recipients. 

For years, companies have made similar moves, and references to home 
echo In their names: Twin City Fan, Minnesota Rubber, Luveme Fire 

· Apparatus and 3M (Minnesota Mining & Manufacturing). 

The border battle Is heating up as a new blotechnlcal Industry develops In 
the region. 

Iowa, home to Trans ova Genetics In Sioux Center, Is offering Incentives to 
keep the blotech company's business as It plans for significant growth, 

irans Ova Is looking for a locatlon to bulld an animal bloteehnology center, 
which could cost up to $100 mllllon, David Faber, president and co .. founder 
of the company, said It's too early to tell which state will be hc,me to the 
new center. 

http://www.argusleader.com/news/Saturdayfeature,shtml 2/10/2003 
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"We're stlll open to any and oll posslbllltles, 11 said Faber, who added that the 
company Is Interested In developlng a 11 blotech region" In the Midwest, 

Trans oviii made a name for Itself with Its efforts to clone cattle and produce 
special proteins for use In human and animal drugs and other products. 

The company works closely with Hematech, a Connecticut-based blotech 
company that moved 20 scientists and labs to Sioux Falls from 
Massachusetts and Kansas last year. 

Faber said he llkes the momentum of blotech development In the area. 

"State lines are not as Important to us as attracting anlmal btotech 
businesses Into this area. We're not as concerned about the state llnes as 
perhaps the state offlclals are." 

Faber said his company stlll ls "baslcally an Iowa company," and he Is 
pleased with Iowa•s leadership and help. 

"But when (a company) has more Ideas and potential than capital, one 
looks for the greatest opportunities," he said, "We're not trying to placa one 
state against the other. In the long run, we just want to continue 
developing this region," 

Competition Healthy 

South Oakota "stole" a well .. known Iowa business In 1990 when the 
Gateway headquarters moved from Sioux City, Iowa, across the state llne 
to North Sioux City, s.o. Gateway's headquarters moved to the San Diego 
area In 1998, but factories remain In North Sioux City and Sioux Falls, 

Iowa doesn't hold a grudge, 

"lt's a piece of hl!itory that can teach both states a lesson, 11 said Jeff 
Rossate, division administrator for the Iowa Department of Economic 
Development, 

"It was an eye opener, teaching us both how hard It Is to attract a company 
back again after It leaves," he said, "I think that for the most part, south 
Dakota and Iowa come pretty close to e~ch other when we have to be 
competitive on proJetts. 

"But a bigger Issue we all face Is how to attract and keep markets In our 
regions, not necessarl!y just our states, 11 Rossate said, 

From the perception of Iowans, south Dakota Is more of a partner In 
business than an adversary, he said, 

"As with Trans Ova, In a perfect world, both states could assist In growing 
them as a reglonal c::lustGr busln-'9ss," he said. 

Meanwhile, Minnesota doesn't like to call competition a border war, said 
Mark Lofthus, director of marketing and business development for the 
Minnesota Department of Trade and Economic Development, 

http://www.argusleader.com/news/Saturdayfeature,shtnt1 2/10/2003 
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"Every state, and many towns In those states, are offering Incentives, so I 
don't want to comment on whether south Dakota Is doing more or less than 
they should," Lofthus said, "If there's a battle, It's with alt other states, 
since we want to keep our businesses In Minnesota. 11 

He said proposed legislation now being considered by the Minnesota state 
Legislature would create tax-free zones to help boost the economy In 
Minnesota towns, 

Going for ■u1ln• .. •• 

South Dakota makes no apologies for Its aggressive recruitment techniques 
or Its concentration on courting Minnesota and Iowa companies, 

"We market to businesses prlmarfly In Minnesota .... manufacturing, and 
what we call 6back offlee' expansions for existing companies," said Toby 
Morris, director of business and community development for the Governor's 
Office of Economle Development. Officials from the Sioux Falls Development 
Foundation say the same. 

Recruitment Is ongoing through direct mall, personal contacts, site visits, 
advertising campaigns, trade shows and more. 

Businesses across the nation can find out how their state compares to 
South Dakota by using an automated feature on the governor's office Web 
site. 

At www.sdgreatproflts.com, entering two state names ... Minnesota and 
Iowa ... brings these results: 

corporate Income Tax: 

South Dakota: zero. 

Minnesota: 9,8 percent. 

Iowa: The first $25,000, 6 percent; next $750,000, 8 percent; next 
$150,000, 10 percent; and over $250,000, 12 percent. 

Personal Income Tax: 

South Dakota: zero. 

Minnesota: Earnings of zero to $26,480, 5,35 percent; $26,481 to 
$105,200, 7.0S percent; and more than $105,000, 7,85 percent, 

Iowa: Percentages ranging from 5,35 percent to 8,92 percent In nine 
earning categories. 

One of Morris' prlnt .. medla advertising campaigns In Minnesota features 
sports themes, sueh as a frustrated man In business attire between hockey 
pf ayers In a penalty box, with a caption: "Tired of being penalized for 
making money? can us." 

http://www.argus1eader.com/news/Saturdayfeature.shtml 2/10/2003 

I 

1 

.J 



r 

,. 

,, ... j 

' ,, 
I , ' 

' I r; 

Argus Leader .. Local News Page 4 of 6 

The campaign followed each sports season, from football to golf, 

.. We have a productive tabor force and a great work ethic h•re," Morris said . 

.. Add to that our favorable ta)( cllmat~ and there's a lot we can offer 
companies. 11 

Marketing Worb 

American Concrete moved from Fergus Falls, Minn., to Rapid City In 
September 2000, 

"Taxes were the No. 1 consideration," said Jim Lampy, company president. 
''Minnesota has a high personal Income tax and corporate Income tax, and 
South Dakota has zero, It was an easy decision to make," 

Lampy said he likes South Dakota's buslness .. frtendly environment, He 
studied the state Web site and the Rapid City Area Economic: Development 
Partnership site, then began talks with the state and city, 

Minnesota worked hard to keep his 7-year-old company from moving, 
Lampy said, 

The state offered far more money and Incentives, and It would have been to 
hts benefit for the short term, But Lampy calls the efforts "bait to stay" that 
would have cost him more In the long run. 

American Concrete makes concrete block manufacturing equipment, about 
80 percent of which Is exported outside of the United States, 

"Moving here was the best thing we ever did In our lives," he said, 11You can 
talk all you want about civic obllgatlon, but whoever complained that they 
have too much money In their checking account?" 

American Concrete took advantage of South Dakota's Revolving Economic 
Development Initiative loan program and the Rapid City's low-Interest loan 
funding progr~m, said Bob DeMersseman, president of the Rapid City's 
Economic Development Partnership, 

"Our first contact with Mr, Lampy was through our Web site," DeMersseman 
said, "In the face of competition from other states, South Dakota stlU has 
the edge. We do marketing, and Minnesota still Is CIUr happy hunting 
ground." 

Sioux Fall•' lfforb 

The Sioux t:aUs Development Foundation constantly recruits business. That 
Includes Iowa's Trans Ova Genetics. 

"We've had discussions," said Dan Scott, foundation president. "I've been 
down there; they've been up here. Wherever they end up, we wish them 
great success • They are why Hem~tech Is In Sioux Fallsi 11 

Aside from the financial Incentives, there are other advantages over 
neighboring states, satd Dan Hlndbjorgen, vice president of the 
development foundation. 
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South Dakota offers up I brew of low-Interest revofvlng-loan funds, no 
taxes on business Inventory, and economic-development bonds. 

The otate also has a growing, w,11 .. tralned and highly motivated work force, 
and a government attitude that encourages profit and growth, Htndbjorgen 
said, 

Add to that available and affordable buildings and land, and an Increased 
profltabUtty becaufiJ of low costs of doing buslnen, and more businesses 
will come. 

It doesn•t hurt to be located at an accessible location, HlndbJorg,i,n said, at 
the crossroads of two major Interstate hfghways, 

"We also have th• capablllty of fast-tracking projects, aUowlng companies to 
be up and running faster In Sioux Falls than In any other location In 
America," he said, 

From first meetings In the early 1950s, through the 1972 partnership with 
the U.S. Geological Survey which brought the EP.OS Data C&nter to 
Garretson, to the location of the first Citibank credit card processing c9nter 
In 1980, the development foundation has been the central force for 
economic development In the Sioux Falls area, 

The group administers Industrial parks, provides Information and services 
for growing and relocating businesses and coordinates economic 
development strategies, 

Through the years, cities such as Watertown and Brookings also have 
benefltted by luring out .. of .. state businesses, 

On the horizon are other companies coming to the state, such as Ware 
Manufacturing Inc. of New Hope, Minn, It plans to open In Lennox this 
spring, 

President Dave Robertson said the company looked at focatlcms In four 
states before deciding on Lennox. South Dakota's attractive business 
climate was a factor, 

Ware will move Into a 68,000-square-foot bulldlng worth 

$2,4 mllllon, The company forms and shapes metal for numerous 
companies, lncludlng Toro for Its lawn mowers. 

Other companies have tong called Sioux Falls home, 

Hutchinson Technology Inc., which for 15 years has operated a computer .. 
parts manufacturing plant In SloU)( Falls, Is stlU based In Hutchinson, Minn, 

Both Scott end HlndbJorgen point to AmerlPharm as one l>f the more recent 
success stories, It Is a subsidiary of Vet Pharm Inc, of Sioux Center, Iowa, 

The company opened Feb, 1 at 2503 E, 54th St, N, In Sioux Faf11, It 
operates In a so,ooo-square•foot faclllty as a mall-service pre1erlptton drug 
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and Information provider tor maintenance drug recipients, 

About 30 employees have started working toward a Phase J goal of s,ooo 
prescriptions per dally shift, said Cordell Brooks, director of salts and 
consumer services. The location has a capacity of 15,000 prescriptions 
dally. 

--rhere are a lot of pharmacy technicians and pharmacists, as well as call­
center personnet avaUable here,• Brooks said. 

•tt was not only the favorable tax climate of South Dakota, but the quantity 
of technologically advanced workers available that was attractive. We're 
glad to be here,• he said, 

Reach business repcrter Jay Kirschenmann at 331-2312 or via e-mail at 
JklrschOargusleader~com. 

News Classltleds Jobs Real Estate Apartments cars 

0 2003 Copyright Argu1 Lader, 
UN of thlt lite signifies vour-oreement to th• Term• of Service (Upd1ttd December 11, 2002), 

AP mat:er111t1 O 2003 AIIOciated Preti, All n;htl reserved. Thi• matetial mav not be pubtllhtd, 
broadcast, rewrtttan or redistributed, 
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Boyd,Dennl• 
senate Finance and Taxation Commltte 
S82314 

Good morning, Mr. Chairman and members of the Committee, For the record, my name I• Denni• Boyd appearing thll 
morning on behalf of MDU~Resources Group, lno. rnd all of our 1ub1ldlaries. In au_ pport of 8B2314. 

().,-.o--, 0 """"t,,t \~ 41 ~ ( f-.,i S, W ~ (( e~ +l,Mf e.,ffl,p,,c. ,.., 
First of atl I want ~commend Senator SChoblnger fof' hi• peralatance In trying to find a way to eHmlnate the Income taxes 
In North Dakota. /while ( realize S82314 hu become a falrfy large omnibus tax bill and ftt fate at thl1 point 11 unknown, 
Senator SChoblnger has put forth a proposal which hu sparked the debate about Income and aaJet tax•, which In my 
opinion, Ja tong overdue. 

On the matter of aalet taxes, Mr. Chairman and members of the committee, our corporate pe>sltlon has hlstorfcafly 
supported the leg"'8ture'1 position • long u 1he Imposition of the sales tax neither advantaged nor dludvantag-1 any 
aeflor or any competitor. We have not opposed salea tax lncrea ... • long as tti. tax was applied equally and fairly. Aa 
you know, our Utility company,_ Montana-Dakota Utility Co. NIis both electricfty and natural gaa, two commodltlea Which 
currently n e>Cempt, or partially e)(er'1pt. from the 1ales ta>c. We would not oppose e>etendlng the lalel ta>c to those 
commodltktl, aa long ae both are ta>c&.1 t11qualfy, 

The corpoti',te Income tax provision of S92314 ls our primary Interest. Economic developers and elected official• have 
long recognized the corporate Income tax rate can be a powerful tool In attracting new buslnes181 to our state. On many 
occasions, I have etood In front of this commm.e and othera, testifying In favor of or agalnet varfoua ettempts to tinker with 
the 10,5% rate. /t,Jwaya, tinkering wfth the rate la coupled with ellmlnatfng the current deduction for federal Income taxes, 
and always, thoae efforts to tinker are very rate aensltlvo for all corporate Income tax fliers and aJwaY» thoae efforts result 
In 'wlnnera11 and ioters11 among corporate fliers. 

•O· 314 does something no other proposal has dared to propose• the total ellmlnatlon of the corporate Income tax. It 11 a 
' , · ely bold atep that ls not rate sensitive and treats all corporatlona -big, small, new, or old .. exaotiy the aame. It le an 

extraordlnarlly loud signal to anyone contemplating a move to North Dakota that we are s~rlous, and we mean business 
about economic development and creating a favorable business climate. 

Yeeterday I came across an Interesting artJcfei which appeared In the Sioux Falls Argus Leader on Saturday, February 8. 
The headlines procfalm Absonce of taxn gfyes South Dakota an Edge. A subheadllne continues Also enticing; Well­
trained workers. 
The arttole begins 11South Dakota's favorable business climate Is lurlng dozens of companies from neighboring states, And 
whll Iowa and Minnesota offer Incentives to draw and retain businesses, they don't have South Dakota's not-so-secret 
weapon : the absence of a corporate of personal Income tax. N 

The artlcle continues and talks about speclfle companies which have located In South Dakota, a developing -i>order 
battle11 with new blotechnlcal Industries, and th8 attraction and retention of highly skltled, highly compensated workers • .k-fe­
• lotereeUNa e:tlete 11.+tllh .. ,. he 1M1118d at l'filM■lead111.eem. 

FlnaJty, Mr. ChaJrman and members of the committee, I again reallze this Is a very big, omnibus bill. I realize the neceaelty 
of lncludmg the sate• tax broadening to offMt the flecal notes attached to eliminating the corporate Income tax. Perhaps It 
wtll M too big to dlgeet In one leglalatlve session. In lleu of rejecting the but because It la too big, perhap1 a vfable 
alternative would be to phase out the corporate ln~e tax over a 3 year time frame. and perhaps to phaae In the sales 
tax broadening over the same time period. It wouldn't be the nrat time a tax was phased ln1 or out, over a multi-year 
tlmeframe. · 

Thst concludes rr1y testimony. 
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NFI■. 
The Vooe of Smail~ 

NORTH DAKOTA 

Testimony of Bill Butcher, State Director, National Federation 
of Independent Business (NFIB) in support of SB 2314 

NFIB represents approximately 3000 small business owners 
throughout North Dakota. 

All positions that NFIB takes on issues before the Legislature 
are determined entirely by tnember ballots. We do not take a 
position unless at least 60 percent of our 1netnbers vote in favor of 
or against an issue. 

Last week a special ballot was presented to our North Dakota 
members to background them on this bill, to provide them with 
balanced viewpoints both in support of and in opposition to the bill. 
and to provide them with an opportunity to vote their preference. 

The results of our member poJI was 62 percent in favor of 
elimination of all income taxes in North Dakota and state reliance 
instead upon sales tax for revenues. 31 percent were opposed and 7 
percent were undecided. 

Therefore, I am here to report that NFI B is taking a position in 
support of SB 2314, as amended, and request that you forward a 
"Do Pass" recommendation to your colleagues in the Senate. We 
realize that there may need to be some changes here and there, but 
conceptually we support th is bi 11. 

National Federation ot hdependent Bumess - NORTI-1 DAKOTA 
311 e:. Thayer Avenue1 Sute 119 • 8lsmarcl<1 ND 58501 • 701 ·224·8333 • Fax 701·224·1007 • www.nf1b.com 
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From oar pcnpecdYe, Ill'/ Jqisladoll that leckl to subldtu&e1bc ..._ tax for iacome tu_,..., ... 
thole people 111M111 U1 that QI ICllt afford to pay. It ii llluc:b better to baw tbe .... pel'C)fflll ... 
pc,Mible or people bl our ... to be able to .ftalAU the 1-c needl of boda tbcmleJwl .t t11eir tamlU. by 
bepiq ... necetlitiel. dordable II pollible, 

Do not be fooled imo believina thlt tuma lm'Vka that haw not traditJalllUy beea IUCld bd'ON will belp 
dae economy, Molt ol lllCIC wvicel requite much dme .t c:,q,emo .... mg tbemlelvel .t tbcir 6dlMy 
tot tbe lffll ol lrn'ke they proride. Often they blWJ eqmpnem that ............ olup6roli C01t, 
modiftcatJon, .t Oll8()UII rmintcnlnce cost,, On tbele Oll8()UII co1t1 they have a&ady put .... & me ax 
A allo their dun olproperty tax. IIIDythiaa, SB2314 will lut 1be ecooomy, I hM takaa die time to 
Nlld ff«Y word of this 47131P bW & it llbould DDt pea 

Tbe pq,oacd IIIICI tax that SB23J4 hll iac1uded in it J, rally a ll'OII recdpu tmc. Ally p,d boctbeper 
ot ICXD11Un4 will tell )'OU that pa money taken out berore the blakeYeD point 1111 occmnd puD die 
buarta1 It I much ..... rilk olflilina. It ii more pmblb,a &, speculation dm, I IOtid ICCOI ... 
plldice. 

Ovel'the.-ycan Jbaveaoticed !W)tarticleliamya.lejoumaltlbcJldwbm ......... b'Ceu. 
.J J .It:. eervi¢el tax OD b people; it ..0, cratel peat raeiaa\04 A die law II IClmeOaMW ...U, repealed l,J 

f ~ .__r people such• ia Florida. The nepdva fir outweip the J)Olitiwa ia talllll olblldlldpl a,■1d. 

s..., buliMa coOectiveJy proride for my men Uvelihoodl tbln larpr bminHIDI Smaller 
......... dNave I tax cnviRJamcat dllt doesa't prcycnt dlean to &r0W...., enou,I\ _, they CID hire bada 
youqer ct older peop1e tor beda1p .t"' •inlai• a level or Nl\'ice t1a ts va111e driven a not vame killed 
by bM we policy, Biger ii not alwlya better• btl been shown by tbe w..- corpotltiaDI tlaU IUCla • 
WorldCom. Bmcm. & many otbcn who pc A sban: lell vaJue than tbt mwPer eaddcl wortmt, _... 
wftb I common pl o/ actulUy fmpn,Yina people,' Jiwl, 

ffavina I beaJtby income tax rate such M the praent 2 to 5 percent fl p'ON ~ net income ii by far 
faira', more moral, dJao the SB2314 altt.rnatiw. People going beyond standanl deducdom will hffl ,_ to 
share with dwtdlel .t cbaritia 1'ecaUIC the 1ax reality won't Jet them. All net income it a afA to IOIDI 
extent ID we sbouJd be happy to share our fair propordoa that ii needed to nm tht necen•ry ftmcdoDI ol a 
value driven ltale l(Wefmnem. 

Service busineues lhouW try to protect the pcopJc, they aerve from majoJ' iDc:realCll of very quesdoaable 
value mc:b .. ddl Utmeeealry extreme tax increue. Studies have sbc,,wn that people with lower iDcoma 
can p1y aevetal times the perctJltqe of their income with ..-ve lervice taxa dam tome0ne ha a hiper 
income bndct. Even tt South Dakota sCan1 growina lib wildfire similar to Ne\tada it abould not melll 
that M want to follow in their lea 1W jdcal fooastepa. Nevldl bu tbe bigbe,t swcide rate bl the coumry, 
I memioned that became South Dakota hu goae down the path cl mon pmbling 11,o. South Dmu ii 
ranked #4 hl the mdoa for repellit"e taxes & NMh Dakota would haw the dubMJul cone tlbeioa in die 
wrona top tea if SB23 u .- thtouab. By the way, back ill 1987 the aemce 1IX ~ ,wn _, 
Iowa a, their prime example (la lhnilar ate to the then legislators• sua:ieatut. Lona term - it 
didn't won out tor Iowa .t 11'1 the Iona term it is not the belt tor North Dakota. Adelina lel"Yke taxe1 to our 
tax structure alto would add~ COltt for the rmller buthlelM & tor our -.e tax departmedt. 

~eWallb(lBiamaft:k 

Owner-q,erator rAthe XJn, Kom l...auDderdte & Car Wub 
2l"E.'lba)wAw, 
Bumarek, ND $8$01 
701•223-4327 
70 l •223·98~3 
mfwa1sb@btinet.net 
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February 11, 2003 

Mr. Mlchael J, Walsh 
king Koln Launderette I. Car Wash 
2125 e. Thayer AV& 
Bismarck, ND 58501 

Dear Mr. Walsh: 

Re: 112314 
Pcantlll Laa d Sa• Tax Exemption for 
..,,, ........ Laundry 

Please allow this letter tD serve as notice d the Coin Laundry Assodatton's opposition to • 
2314, which would remove the exemption from sales tax for seff"5ef'Vlce laundries In the Stated 
North Dakota. The Coin Laundry Association (a.A), a natlonal not-tor-proftt trade assodatk)n 
representing 35,000 laundries fn the U.S,, supports the position currenttv being advanced by Sllf­
servtce laundry owners In North Dakota. 

AH seff-servke laundries In North Dakota should remain e,cempt from sates tax based on several 
factors: 

1) SalesIM oo Self-Serva Laundry 1s an UnfalrTg: Operators dseJt-servlce laundries 
pay sales m upon purchase d ther equipment and pay taxes on aH utiltties provided to 
customn, They 5',npty make the equipment mllabte to their customets on a Sflf­
serwe basis. Those membels d the community who can afford home laundry 
equipment do not pay sates tax to wash thtJr dothes. 

2) Sala Iu oo sett-serwe Laundry 1s un-collectabfe: C>ler' 98% d seW-seNtce taundnes 
are equipped to accept payment with quarters only. This makes the collection d this 
type rl tax nearty Impossible. The removal d this eMemption would essentiatty result fn a 
grcss receipts tax on the small business owners operating laundries. 

3) Safa Tax on SeK·Serva Laundry I a Reoressbte Tax: sett-service laundries serve tower 
Income renters; senior citizens on fixed Incomes; students; and others who cannot afford 
washers and dryers d their own and cannot atl'ord to pay more mes. 

4 > Saa ID on Self-Scodce Laundry 1s a Iex on , Bask: Public Health 5erYk:e: Sett"'5ffilce 
laundries provide a bask: pubffc health service to the community. ctean clothes are• 
necessity, not an optional or luxury service. Those famines vfsftlng their local laundry 
each week rely on these services for the heatth and safety d their famllles. 

S) Sates Iu on 5etr-5ervlce Laundry 1$ the Exce»tk>o to the &de: Only nve (S) states 
assess sales tax on self..-w:e laundry. Removtng this e,cemption would place North 
Dakota among the overwhelming minority d st.ates ta>dng self-servtce laundries. 

Again, we strongly support your position opposing the pmage rl 58 2314. This bill woukt have 
a devastating .trect on the dozens d setf-servtee laundry operators fn North Dakota, as wel as 
the multitude d famflles relying on your servtces each week. Please accept our Invitation to 
contact us should you need further Information about this crftk:11 lsSue. 

Respectfully' 

Brtan R. Wallace, Executive Director 
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united 
transportatio11 

union 
Testimony ol John Rlach 

Detore the Senate Committee on Finance and Taxation 
Oppo1lna SB 2314 
February 11, 2001 

(jjjJJ) 
150~~ 
Blernl1dt, HD NII04 
OHlct: 101•22uoe1 
Fax: 701•223-00l1 
uw• blt.mldoo.net 

Mr. Chairman and 111embera of the committee, my name ia John Riacb. I am the 
elected North Dakota Lepalative Director ot the United Transportation Union. The 
UTU itl the larpat rail Jabot union in North America. Our membership includ• 
conductors, engineere, switchmen, trainmen, and yardmaaten. The UTU opl)OHI 
SB 2814 tor a number ot good reasons. I will addre88 the corporate tax repeal ftnt. 

Comor•te Income re, 
Repealina the s"8te corporate income tax would grant tax reliet only to "profitable• 
corporations. Struggling corporations would not benefit because stru11linr 
businessee pay little or no income tax. The beauty of our current income tax system 
is that it is selt-adjuating. When a business hits a downturn, it pays little or even no 
income tax in a given year. When thing& improve, a business's taxes increase alon1 
with its prosperity. The positive aspects of a business's tax liability being based on 
its ability to pay cannot be overstated. 

This broad proposal to take corporate North Dakota off the income tax roll• ia 
simply bad public policy. It grants tax breaks to establiRhed buainesaes without any 

. obligation to reinvest any ot that money in our state. One could arrue that this bill 
will simply take corporations off the income tax rolls and not one new job will be 
created because there's no requirement tor them to do so. 

I work tor the Burlington Northern Santa Fe Railway, which is a good company to 
work tor. I enjoy my job. But taking BNSF off the income tax rolls won't cause them 
to create one new job in our state. My company creates jobs when there ia work to 
be done. This bill will do nothing to enhance that. 

When you think about North Dakota's current economy, there are segments that 
are in trouble. Certainly our state's t-1mers need help, but do Monsanto and Cargill 
need new tax breaks, as this bill provides? Certainly low-paid workers struggle, but 
do employers like Walmart and McDonatd•s need to be taken off the income tax 
rolla? I would arcue. no. 

At issue ia fundamental fairness. It isn•t fair to take the most prosperous entities in 
North Dakota olt the state tax rolls and shift the tax burden onto the rest ot u1. 
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Teatimony of John Risch 
SB 2314•Pa1e 2 

Peraonal Income T11 
The personal income tax ia by far the fairest tax because, like the corporate income 
tax, it is sell-re,ulatin1, based on one's ability to pay. When a person baa a hip 
income in one year, they pay more taxes: when their income ,oee down, tor 
whatever reason, their tax liability goes down correspondingly. If they have a very 
bad year, they pay no income tax at all. 

For example, if a farm family baa a prosperous year with a bumper crop, theyre in 
a much better position to pay some income tax than in a year when they have little 
or no crop d:ue to drought or disease. However, in both good and bad yean, the 
expen888, and with it, their sales tax liability, remain relatively the same no matter 
what the outcome at harvest time. 

.., 

Raising and expanding the sales tax is more harmlul to moderate and lower income 
people than to affluent people because lower income people spend more 0£ their 
diaposable income on taxable items. Much of the money affluent people receive, 
alter paying for goods and expenses, is invested and not taxed at all. Raising the 
sales tax will make our ovetall tax system less tait. putting more ot our tax burden 
on those leas able to afford it. 

Our state baa a diverse tax system that relies primarily on the income tax. the sales 
tax. and property taxes. To take away our most just tax. the income tax, and shift 
North Dakota•• reliance to the saJes tax is extremely risky. Any downturn in the 
economy dramatically affects sales tax revenue. and, as people purchase more gooda 
over the internet, more sales tax avoidance will occur. The potential remains for a 
dramatic reduction in the collection 0£ sales tax revenue in the future. 

Proponent, ot slashin1 taxes on businesses and wealthy individuals often claim that 
such efforts will produce a rain ot prosperity to ran on all ot us. It this bill passes, 
most North Dakotan• might get hit with little more than sleet and will end up 
payin1 hieher taxes overall. 

There are a host ol good reasons why this legislation should be defeated. rvelisted 
a lew. But the main reasons are that it would make our tax system less fair and 
equitable. and it would place more or the tax burden on moderate and low income 
people while providing the moat tax relief tor the wealthiest amon1 ua. For these 
reasons. the UTU is p.-oud to oppose this piece ot legislation and urges this 
committee to recommend a "DO NOT PASS ... 

• 
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Mr. Chainnan and members of the Finance and Taxation Committee, My name is 

Jim Fettig. I am Branch Manager for Kelly Services here in Bismarck. I appear 

today on behalf of the North Dakota Staffing Association which I serve as Co­

Chair of its Legislative Committee. 

The North Dakota Staffing Association consists of 13 members who provide 

staffing services to employers all acr-oss North Dakota. We strongly oppose the 

provisions or SB 2314 which would subject staffing services to North Dakota's 

sales tax. Staffing finns recruit and screen individuals with a broad range of skills. 

Staffing services today include a wide array of services from traditional office and 

C) clerical to infonnation technology, health care, finance professionals and 

managerial positions. 

;,,,.. ... ......___ 
" ... , 

A sales tax on staffing services is a tax on jobs. The uncertain state of the economy 

is in the news nearly every day. Now is not the time to make it more expensive to 

create jobs for the citizens of North Dakota. Each day the staffing jndustry 

provides work to about 2000 North Dakotans. Taxing these jobs will mean less 

work available for the people of this state. A sales tax on staffing services will 

reduce employment opportunities in North Dakota. National studies indicate that 

for every one percent of tax on staffing services, temporary jobs will be reduced by 

\_.;

1 

2.13%. North Dakota needs more employment opportunities, not fewer. 
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A sa)es tax on staffing services falls especially hard on small business, and on new 

start-up companies. Small businesses often use staffing firms for specialized needs 

like accounting, infonnation technology, and advertising. White larger companies 

may choose to add staff to avoid the tax, this is simply not a realistic option for 

most small businesses. New companies frequently use staffing firms in the early 

stages until they are more certain of their pennanent staffing needs. 

Retail sales taxes should fall on final sales to consumers. A tax on staffing 

services is a tax on business .. to•business transactions. A tax at this intermediate 

stage in the chain of comrtlerce ~ill result in tax pyramiding, so that the ultimate 

consumer is taxed at least twice on the same transaction. 

I believe a sales tax on staffing services is poor economic policy. For the reasons 

stated above such a tax is not in the best interests of workers and employers in 

North Dakota. 

Mr. Chainnan, and members of the Committee, thank you for your time and 

attention. If you have any questions, I will be happy to address them at this time. 
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0 ITEP1~= ~~~c::,1om":!!:r 
IMIWIGOID '°" RILIAII ON 

TUIIDAY, JANUARY 7, 200I AT 10:00AII 
CONTACT: Bob McIntyre, 202/737-4315 

North Dakota Tax• Hit ,_ & Mlddle 
Class Far Harder than the waanby 

low· and middle-Income famples In North Dakota pay a hlst,er share of their Income 1n 
state and local taxes than do thei richest families, according to a new study by the Institute on 
Taxation & Economic Polley • 

.,State and locaJ sovernm,nts are being caJled upon to take on more and more 
responslbflltle1,'" said Robert S. McIntyre, ITEP's we pollcy director and lead author of the study, 
tided Who Paysl A Distributional Analysts of the Tax Systems In All 50 State,, "'Unfortunately, 
when It comes to paying for services, North Dakota has an unfair tax system." 

North Dakota'• Tax Code: Tax the Poor & Mlddle Cius Far More Than the Rich 
When all North Dakota taxes are totaled up, the study found that: 

• The state and local tax rate on the best off one percent of North Dakota f amities-with 
average Incomes of $393,000-is 6.5% before accounting for the tax savings from 
federal Itemized deductions. After the federal offse~ the effective tax rate is only 5.1 o/a. 

■ The average tax rate on families In the mlddle of the Income distribution-those earning 
between $25,000 and $40,000-ls 9.1 % before the federal offset and 9% after, almost 
twice the rate that the richest pay. 

• But the tax rate on the poorest North Dakota famlUes-those earning less than $14,000 
_-pay the highest rate at 10.2%, double the rate that the richest pay, 

NNorth Dakota's progressive yet anemic Income tax falls to otfset the regresslvlty of Its saJes 
and exdse taxes, giving the state an unfair, regressive tax system,11 McIntyre said. "Taxes ought 
to be based on people's ability to pay them, which means that the poorest should pay a 
smaller share of their earnings In tax, not the most, as Is the case In North Dakota." 

MORE ••• 

Thi lfer•••• , ..... en tflft fft• tl't acour•t• ,....tfena of reoordl dtlt\'tNd to Nodtrn lnfONlltton IYlt• for 1torof U1IN • J· ..,. ftllicHn th• r,.ular COUf'II of bullntll, Th• phot09reptllo proctH llttl 1tendlrdl of tht MlftHft N•ttONl It ...... IMtUutl i 

(Mtl) for 1rohtY1l 1toroftlM, NOTICII tf th• ftlMd , .... lboYt ,. ltH lttfblt than thll tfotfat, ft fl M to th• qualttV of tht ·-
deoant bef nt f HMd. 
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Tu lepeulvity Hu Leuened Since 1989 

The study also examined the impact of changes in the regressivity-of North Dakota taxes 
since 1989, when the last cycle of state government shortfalls began. The study's findings 
include: 

■ OVeraJI, North Dakota's tax system became less regressslve, with modest tax cuts for 
lower-income families, and tax hikes on the best-off North Dakotans. 

• Income taxes rose progressively following the 1993 federaJ changes. 

■ The saJes and excise tax burden fell substantially on low- and mlddle-income ta,cpayers. 

"The dedlnlng abillty of sales and excise taxes to provide revenue for needed services is on 
display in North Dakota," said McIntyre. "As lawmakers consider budget-balanclng strategies In 
2003, they should remember that sales and excise ta)(es naturally decline over time and are not 
as reliable as Income taxes. In addition, such regressive taxes Impose a greater share of the tax 
burden on low-income taxpayers." 

Two pages of tables detaflfng the North Dakota findings of the study follow 

The Institute on Taxation and Economic Polley is a nonpartisan Washington-based research 
~ group. The full Who Pays? report is available In PDF format at www.ltepnet.org. Printed copies 

1 can be ordered by calllng ITEP at 202-737-4315. · 

------------------------------··--Who Pays? examines the ta)( systems of all 50 states and the District of Columbia, using the Institute on Taxation 
& Economic Polley Mlcroslmulation Tax Model. The rTEP Model Is slmllar ln methodology and data sources to 
the elaborate computer models used by the U.S. Treasury and the congressional Joint Committee on Taxation, 
except that the ITEP Model adds state-by-state estimating capabilities. 
The findings published In the study detail state and local taxes paid by non-elderly couples and lndlvlduals. The 
study Includes all major state and local taxes: persona( and corporate Income taxes, property taxes, and safes 
and excise taxes. 

MORE .•• 
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North Dakota 
State & Local Taxes in 2002 
Shares of family Income for non-elde,ty taxpayers 
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February 12, 2003 

SENATE FINANCE & TAXATION COMMITTEE 
SB 2314 

CHAIRMAN URLACHER AND COMMITTEE MEMBERS: 

My name Is Jack McDonald. I'm appearing here today on behalf of The North 

Dakota Cable Television Association. We object to the portion of this blll that puts a tax 

upon the cable televlslon Industry in North Dakota while not taxing its direct competitors 

such as Direct 1V. DBS and similar satellite services. 

T~e cable Industry already pays a so-called sales tax on Its services that Is passed 

on directly to Its customers. This Is the franchise tax that Is charged by the cities we serve. 

In near1y all Instances it is 5% to 6%. It operates just llke a sales tax since It Is based 

directly on our subscribers. 

However, since the satellite services do not need a city franchise, they do not pay 

any franchise fees. Now. In this bill, our subscribers will be charged another 6%, In effect 

puttJng a 12% sales tax on our services to them, while our direct competitors pay zero per 

cent. This Is simply not fair. 

The cable Industry pays Its full share of corporate taxes and sates taxes In the form 

of franchise fees now. ft Is wtlllng to step up to the plate with other North Dakota 

businesses and pay Its fat r share of taxes under any new taxation system thfs legislature 

devises. However, we don't thfnk there Is anything #fair" about Its treatment under this bill. 

We understand there wlll be about a zflllon or so amendments offered and 

prepared for this blll, including those presented by Its sponsor today. We would be willing 

to work with the sponsor, the committee and the Tax Department In preparing the 

necessary amendments to meet our conicems. 

If you have any questions, I will be happy to try to answer them. THANK YOU 

FOR YOUR TIME AND CONSIDERATION. 
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TESTIMONY 
SENATE BILI.. 2314 
FEBRUARY 12, 2003 

a Mr. Chairman, members of the Senate Finance and Taxation Committee, 
my name is Bob Lamp representing the North Dakota Implement t>ealer• 
Aaocicrtton in opposition to the portion of Senate am 2314 that repeols 
the sale, tax exemption for used farm machit1ery and repair part,. We 
also oppose the 1ec1ion of the bilf that •t• ,;,he ,ale, t(I)( rate on new 
farm equipment at 6%. 

a NbibA worked closely with the 1999 and ,001 w.gislative as.mblies in 
,eeldng an exemption for used farm mach,nery and repair parts. We 
pur-.ed the exemption beccause: 

1. It had an immediate and brood-based ef feet on the agricultural 
economy in North Dakota. 

2. It benefited the producers who are farming the land, farm 
equipment dealers and all agribusiness. 

3. It leveled the playing field for dealers completing •"st farm 
auttions which were not tGXable trat1sactions. 

4. It made North bakota dealers more competitive with surrounding 
states and provinces that do not impose sales tax on farm 
equipment. 

5. It gave farm equipment sales the same status of all other input 
lt~ms in agriculture. 

o The full exemption became effective on July 1. 2002. Now, lus thcrt ot1e 
year later, the legislature Is contemplating removing 'the exemption. This 
Is hard to understand given the fact that the exemption has hod the 
exact effect Intended. (See handout). 

o Finally, the bill calls for Cl 6% Nies tax on new farm machinery. I my 
opinion, this tax rate will seriously impact the sole of new -,uipment 
given the fact that producers con go to other states or provinces that do 
not impose ca salu tGX on otty farm machinery or repair part,. 

a Mr. Ch4'rman, NDIDA requests the comm~ttee•, consideration of 
retaining the ,a~ tGX exemption on used farm machinery and repair 
pqri'l!I and leaving the sales tGX on new farm fflelchinery at It, current 3o/. 
rqte. 

o Thcw.k you for listening. 

Robert L. Lamp 
North Dcd<ota Implement Dealers Association 
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19":3 37,980,093 71,N0,1N 102,605,088 21,144,902 
1999:4 2•,381,250 .tl,722.IOO 81,002,814 32,280,314 
2000:1 25,151,948 I0,303,lt2 78,864,859 21,II0,717 
2000:2 34,598,383 11,11~,711 109,601,967 40,409,201 .. 
2000:3 41,513,1,49 13,0H,211 120,833,310 37,807,012 
2000:4 30,018,780 I0,031,120 90,220,'744 30,111,224 
2001:1 28,527,818 13,0ll,238 89,710,977 31,111,741 
2001:2 42,838,195 11,271,390 137,009,537 11,733,147 
2001:3 44,212,747 ll,421,4M 132,791,058 44,315,182 
2001:4 29,670,626 11,341,252 97,774,303 31,433,0S1 
2002:1 28,627,730 17,211,480 95,604,352 31,348,112 
2002:2 41,324,635 12,141,270 129,740,771 47,ot1,I01 
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TESTIMONY OP CAllOL TWO EAGLE ON SB 231.f. February 12, 2003. 

Hau mitakuyapi. Hello my relatives, Senator E.rlacher and memben of the C.Ommittee, for the 
m:ord. my name is Oarol T'M> Eagle, 

I am opposed to certui parts of SB 2314 & so will only speak to thote parts, I am opposed to the 
idea of taxing a penon's labor. There is something singularly onerous & odious about taxing a 
person's labor, This ref en to the part of the bill that proposes putting sales t:ax on services and 
labor. By no means does anyone get "a free ride" when their labor or a service they provide is not 
taxed, because there is no such thing as a free 1ide in any part of life, But having earned my livina; by 
the sweat ~f my brow litemlly, by my choice rather than using my college depe, I tell you now that 
to taX a penon's labor is insulting to such people as eam their living by service 'M>.rk. I have a 
feeling of being demeaned by the concept, 

When I lived in states that had sales tu on my labor as well as on the goods I sold at retail, I didn't 
object to the tax on the goods. But it really gnted on me to have to tax my labor as Mll. It tabs 
the ~art out of the idea of doing a service for someone, And everyone I knew in those states fek 
the same way, I have worked in 35 U.S. states & 4 Ganad.ian Provinces, so I know a lot of people. 
I hope you will cut this concept out of the bill. 

I am further opposed to the concepts of eliminating individUAl income and corponte inc::ome taxes, 
for sever.al reasons. First, it limits the available sources of tax revenue. I am a finn believer in not 
putting all of one's eggs in one basket. Given that there are only 4 sources of tax revenue available -
individual income, co.rponte income, sales &: property- I think it nnges from risky to the edge of 
foolish to eliminate 2 sources of tax revenues. Il nothing else, it gives less flexibility in gathering 
money £or the state budget, and flexibility is essential to success in any entetprise. 
In the case of the property tax - il the indwidual & corponte income taxes are gone, since the 

money has to come from somewhere, property taxes will rise sharply. Th.is will force elderly people 
out of their homes. It will force anyone on a fixed income out of their homes, that ~ady 
happens oftener than ~ might think. Putting so much of the budget burden on the property tax 
-would worsen the problem exponentially. 

Hugely higher property taxes will also make it much harder for very small busineues, businesses 
which are shaky £or any reason, but especially startup businesses, to survive. Small business is the 
heart of the world's economy, 'Ihus it is the heart of North Dakota's economy. Hugely higher 
property taxes will make it very much harder ... impossible in many cases - for these businesses to 
thrive and grow. 1hus, it will hurt North Dakota's efforts at economic expansion in the long run. 

I have heard it said that South Dakota does not ~ve corponte or individual income taxes, and 
this is given as another reason to eliminate these taxes from North Dakota's tax stNCtUte, But 
Senator Erlacher & members of this O:>mmittee, I do not hear of or see large numbet1 of 
corpontions or individuals flocking to South Dakota to live, I don't think this is working, there, so 
I see no reason why it would -work here. 
Admittedly, I don't want to see a large population increase in North Dakota. We have a very 

valuable commodity here - peace, quiet, space, and luge open or even wild areas. And a low crime 
rate, In a sll!'Wy ND ~t. of Tourism did in 2000 of seveNI thousand tou.ristst the answer of over 
90% to the question, "Why do you come to ND for your vacation?" w.a.s, "For pe~e, quiet, and lots 
of open s~e and wild places". If you '\lWllt to develop ND's economy in a good way, I thittk you 
should listen to those tourists, 
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One of the cardinal Nies of successful business is, "Find a niche &: fill W', Another is. "Give the 

customen what they want". 1ourisu are the state's customen, Giw them motivation to come 
here, visit, leave their money with us. and then go ho~. We will still have our peace and quiet, our 
open SP'Cfl, and our wild places. We will still have a low crime r.ate compared to what they have in 
their home states, Tourisu come & visit, and they leave many dollars here, but they take their 
problems such as crime rates &: insistence on large amounts of additional inf rast:ructure and 
government, with them. 

Putting greatly increased emphasis on sales tax will hit those who live here - on mamdJy smaller 
incomes than the national average for nx>st jobs - hard. It will not help them live better, 

I don't mean to poke fun at anyone associated with this bill, because I really do respect evet)t>ne 
associated with this bill; but I cannot resist a pun here, so I hope )OU - and all concerned - will 
forgwe ~ indulging in dus pun. I ask this because I hear that people aie getting tired and their 
senses o{ humor !&ft! suffering. Rtgardless, I love pW1S, so M I think this bill is a tu.rby, and I hope 
)OU will cook it - maybe even, overcook it - and carve it up and make hash of it, and get rid of these 
diswt:eful aspects of it. I think j£ )OU give this bill a lavor.able recommendation, you are gohig to 
gwe all of North Dakota indigestion, fwncially speaking. 

Thank you for hearing me in a good way now, :Many blessings, Mitakuye oiasin. (We are all 
related.) 

flit llferotfl•f• ,_.. on tflf• fH1 art NOUr•t• •••tfw of f'Nordl •llwl'td to Modern Jnf.,.ttlft IYtt• for ■tol'Oftlll~ N J 
WIN ffllid ,,, tht l"ltUltr OUII of blatN11. Th• photoaraphlo proot11 ... t. It ...... of tht _,,o., Nltfonal It .... lnetftutt .j 

(Mtl) for lf'CnlYll ■torofH■• NOTICII If th• ftltied ..... lboYt •• , ... lttfbit thll"I thfl Notfot, ft ..... to tht quality of tftt ' 
do1N ■1nt blfnt fttMd. 
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T lltlmany ta th1 S1n1ta Flnan1:1 and Tu Cammlttl1 
By: Gian 811tru1ah 

W1mlllday .. F■bruary 12', 8:30 AN 
I.nil 8 Clark Raam - Stall Capital 

Mr. Chairnwt and members of the Senate Finance & Tax Committee my name is Glen 

Baltrusch. I appreciate having the opportunity to address you today. 

I've lived my life in North Dakota. Many of you know me. rm have a permanent 

accident disability and because of that have had the opportunity to spend a good deal of 

time here during the last several legislative sessions. 

Over the last ten years the economy of North Dakota has clearly not been moving in a 

posidve direction. I've watched with interest and concern as the mood and attitudes have 

shifted from positive to almost desperate. 

This bill is the first major proposal I've witnessed aimed at taking North Dakota in a 

different direction, There is NO question in my mind that we must go in a different 

direction. SB 2314 is a new direction and one I very much hope you chose to take us. 

I therefore urge you to give SB 2314 a DO PASS recommendation. Thank your for the 

opportunity to address your Committee today. 
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Testimony in Support of 8B2314 

Mr. Chairman and members of the committee, my name is Justin Dever and I'm a student 

at NDSU, living in Fargo. I'm in support ofSB2314 because of its potential in bringing good 

paying jobs into North Dakota which will in tum keep more of our young people &om leaving 

this great state. 

I have been interested in the issue of out miption for quite a while now. I have been 

involved in the North Dakota fitudent Associ4tion for over 5 years and flV«y so often people 

come to our organbation asking what it takes to keep more young people in this state. The 

answer hasn't changed over the past S years. It is still better paying career opportunities. Our 

young people aren't leaving North Dakota to go to the Twin Cities because the weather is better 

there. Most aren't even moving there because there are more things to do. They are leaving for 

better career opportunities. 

North Dakota is a wonderful place to live. It is the safest state. It has clean air and water, 

not to mention some of the best natural resources for hunting and fishing. And it is a wonderful 

place to raise a family with high quality education and a friendly community. Most of my fellow 

students realize this and would love to stay in the state. SB23 l 4 will hopefully give them the 

career opportunitie.1 they need to make this a reality. 

I enooW'llge you to consider SB23 l 4 in the context of what it will do for this state in 

terms of career opportunities. I realize that big changes are not easy to make, but sometimes big 

changes are needed. North Dakota's youth will continue to leave until something is done to 

bring the career opportunities into this state. SB2314 has the greatest potential I have seen to do 

just that. 

Thank you. 

. . . ICordl •lt rtc1 t NOdtrn lnf.,.:_tton tyst• for 1toroftl1tn, tnll 
Th• lliorotrllhf• , .... , on ttlt• ft l• .,.. wur1t1 repnducttn of r t1":tll'ldlordl of tht Mtrtcen N1tton1l IHM•NII lnettt1.tt• 
..... fflllld 1n th• ,..,.,. OOW"H of lutnttf •• h 'tfht•l::t,°' .... " ... Uer:-r:t .. lblt then tht• Notte,, It , .... to tht qualltV of tht 
(AUi) for 1rehtY1l •torof Ill, NOTICII I t I 
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Testimony to the House Finance and Tax Committee 
By: Senator Randy Schoblnger 5f> ~It/ 

Wedneaday - March 12•, 9:00 AM 
Fort Totten Room - State Capitol 

OUR STAI& ii at a crouroada. The decisions we are making this aession about which 

road we take will define our state fbr the next generation. The decisions aren•t just 

economic. They are much more than that. What we do this leaislative session will 

sfanificantly impact wbetbor we ll'OW or wither in the coming years. , 

We all know and aai-ee that the direction we have been beading isn•t taking us where we 

want to go. Our youth are leaving. Our population is departing~ the rate of SOO per 

month. That rate is accelerating, 

If we continue down the road we have been on by next session our state will have 

between 12;000 and 20,000 fewer people. The majority of those leaving wilt be fiunilies 

and young adults. We MUST reverse this AND we must begin now. 

The statistics tell a chilling story. All but four North Dakota counties will lose population 

over the next 20 years. Tt~ small business survival index ranks North Dakota 35* least 

attractive state in the nation to do business. Four independent analysts give North Dakota 

a C+ while, South Dakota receives an A SD always ranks in the top 5 while ND is in tbe 

bottom l O in virtually every analysis ranking states as &iendty or unfriendly to busine JS, 

In "Taxes and Economic Growth", a publication by renowned economist Dr. Richard 

Vedder. while reporting most neigh'oorina states rank close in terms of "business 

tiieodlineu.. be notes the dramatir. t'.ontrast between North and South Dakota. While 

South Dakota receives an "A" grade we get a "C+". If you were plcking a place to do 

business. which would you. pick? 
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The road I ·wish our ate to trawl is one that will enable III to ,dize the atAmdlaa mtura1 

re,ouroe, our ltato ha been blelled with. It is the road that will provide opportuaitiet l>r 

our familiel and our children. 

SB 2314 will NOT, by itaelf; tum our ltate away from the precipice we're beadina 
toward. However, SB 2314 will acco.q,Ush TWO neceuary thinp, 

flUT, it will prove that we 'AID CHANGE dlreetioll and that .. illl't u 

friptenm& II IOlm think and, 

SECOND, it wW lay a .,lid roundation that will make our atate attractiw, to busiaeal. 
mdultry and the Jobi they bring. 

Today there are &r too few rcpretentatives &-om pr;..,my industry or iarae busiwl 

entities here to testify, There is a rea,on for this. Our state ha, all too few 1,rimary 

industriet or large busmeoes. This Is because our state's tax ~~, our rule.a, our 

rqulations and unfurtunately a certain mind aet makes our state adversarial tu husiness 

and newcomm. 

It II dlH we aebowleclse tall reality. We C&ll:.e>t atrord to put otTadmittina '°''le truth­

• IF we want to change the direction we are traveling. I want to wanae cUrectk>n. The 

majority of tboe I know allo want to move ma difrerent direction. Today XJ21Z can take 

the ftnt step to make this cba&&e a reality - you can do so by aivina SB 2314 a DO 

I uodentand CHANGE is 6ightening for 10me. It is partictdatJy &ighf,-.'ftiq for tho1e 

comi,rtable with the status quo. Unfortunately that is a "comfort" we can no lonaer 

afford. 

Our state Js ruutn&in8 whether we like it or not. SB 23 l 4 ii a "baby step". But It II • 

pMldvt •••••· It tells buslne• and industry North Dakota 1ee1 it u a valued citizen 

not limply another pocket to tax. 

2 

flit lie,eer••• , ..... en thf• ff t• .,.. 100Ur1t1 ,...odliotfn of rNONII •t fwNd to Modtffl lnforMltton IYlt• fo, •fel'offt•lftl MIii J 
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n Om cboice ii really quie simple. North Dakota can continue down the ume road. QB 

\WI can cha• dhction and head down a cWfereaa road - a road M chose, a mad that 

provida our citizem opportunitiel - pricularly the opportunity to stay and work here in 

North Dakota. 

SB 2314 will make tboae opportunities reality. It will take us in a new. a better, a 

politiw and an excitma direction. We nmst. ooMYet, reali7.e that SB 2314 is just the 

fil'lt ltep. But, It II a erltical tint •tep beeaue It MCI u •• •• ■ew e.■ne. >.. we 

hclld down this .w road it will become evident what other chanaes we need to make and 

will want to make. 

My depee is in economics. I kmw and virtually every mod«n economic text teaches 

that reduction of taxes on business results in increased revenue collections- not less. 11ua 
increoe comes about becauae of pater prosperity 

,
1 
~ Thank you. I now mp you to take the drivers wheel afid tum ifonh [)lW)t,_ in a new 

•••••.•.✓. direction by aivina SB 2314 a DO PASS recommendation. 
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Honorable Chairman & Tax Committee Members: 

.\"Are you ... we ... the PARTY OF LINCOLN or are YOU ... the party that 
.~,t,ooses to go in the direction of increasing the cost of living on breakeven 

.Jualnes•• & other people llvlng marginally here in North Dakota• 

tf you pea S82314 or llmHar bfffa you wHI be lncrwlng the likelihood d both carporationl & people 
in general of not even reaching the breakeven point. 

Phi101ophk:ally, it la much more correct to req.,iN corporations, pertnerships, & Individuals to all 
reasonably share In their profits once they ~ reached that level rl bullneu. The key Is fD not 
lncrNN their expenses so they can readl that needed profit in the first place. 

The pr8l8nt rate cl both corporate tax & income tax In North Dakota is at a very reasonable level. 
North Dakota can be proud d Its moderation & balanced tax syum. There Is room for 
Improvements & Increased efflcienciel; but this S82314 In both its original form & Its present form is 
an unhealthy regreaalve step backwards. The worst pat d this bHI is the proponents trying to aet the 
stage for further regr911ive gross receipts taxes for future waiona. The people that will be hardest 
hit within your districts should be made fully aware of the details of the very flawed feu than Ideal 
plan of taxing the gross receipts rA fragll• service activities within the state. 

The legtllatora of thia l88lion & of fuh.n sessions should paaa laws that help nurtLn family values & 
worthwhUe family busines888. By the way, ~ng tax structure that steers lt#8Y from Increasing 
& expanding taxes on the 11pc,orest of the poor" is one of those key family valuestltt 

: -~ ,,,.......__ 
.. '1is true value mindset would much more likely increase our chancea of our young peope feeling 

AnP9Ued to stay or come back to be a part d a quallty of life unexc:elled anywhere In the world. For 
e>eample, in 2002 we were rated #1 in the nation for lowest violent aime rate. •out ot statera• wHI 
notice our better values & we will tend to attract the type of better businesses, individuals & new 
families that we would want to attract. 

tf anything, family fains & all busine8w nNd to decw our owr dependence on out of state & 
internatianal corporationa if we wish to truly develop from within our state. 

This blll S92314 tends to lncw our dependenclee on out of state & International corporations. 
If we FOCUS on producing value within our state .... the I.-ger community of the workJ will 188k us 
out In a good way .... Instead cl us over·ly seeking them. 

Michael J. Watah OWner-Operator 
l<Jng t<o,n Launderette & Car Wash 
2125 E. Thayer Ave. 
Bllm8rck, ND 58501 --4954 
Telephone 223-9833 
eman ro1w1l•bObtinet, net 
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COMPELLING EVIDENCE SHOWS that 
the STATES WITH LITTLE OR NO 

SALES TAX have LESS OUT 
MIGRATION than the highly regressive 

; SOUTH DAKOTA 
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Alaka 15.08%, 
Delaware 18.90%. 
Montana 13.12%, 
NewHampahire 
13.05%, Oregon 
21.11%. South 
Dakota 8. 71% 
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Teatlmony of John BllCh 
Before tbe House Committee on Plnance and Tuatlon 

Oppo1ln1 SB 1814 
March 11, 1001 

Mr. Chairman and members of the committee, my name is John Riach. l am the 
elected North Dakota Legislative Director of the United Transportation Union. The 
UTU is the larges,t rail labor union in North America. Our membership includes 
conductors, engineers, switchmen, trainmen, and yardmasters. The UTU oppoees 
SB 2314 for a nwnber ot good reasons. I will address the corporate tax repeal firat. 

Corpqrate Inqgme Tu 
Repealing the state corporate income tax would grant tax relief only to "profitable" 
corporations. Struggling corporations would not benefit because struggling 
businesses pay little or no income tax. The beauty of our cvnent income tax system 
is that it is self .. adjusting. When a business hits a downtwn, it pays little or even no 
income tax in a given year. When things improve, a business's ta:a:es increase along 
with ita prosperity, The positive aspects of taxing a business based on its ability to 
pay cannot be overstated. 

Thia broad proposal to take corporate North Dakota off the income tax rolls is 
simply bad public policy, It grants tax breaks to established businesses without any 
obligation to reinvest any of that money in our state. One could araue that thi, bill 
will simply take corporations of't the income tax rolla and not one new job will be 
created because there's no requirement for them to do so. 

I work for the Burlington Northern Santa Fe Railway, which is a good company to 
work £or. I enjoy my job. But taking BNSF oft the income tax rolls won't cause them 
to create one new job in our state. My company creates jobs when there is work to 
be done. This bill will do nothing to enhance that. 

When you think about North Dakota's current economy, there are segments that 
are in trouble. Cf. rtainly our state's (armers need help, but do Monsanto and Caqill 
need new tax brea b, as this bill provides? Certainly low-paid workers atruaie, but 
do employers like Walmart and McDonald's need to be taken otTthe ineome tu 
rolls? I would e.tgUe, no. 

At issue ia fundamental fairness. It isn't £air t:o take the most prosperous 
corporations in North Dakota oft the state tax rolls and shilt the tax burden onto 
the rest ot us. 

0ptr1tor11 I eneturt Datt 
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Testimony o( John Risch 
SB 2314-Page 2 

Our state has a diverse tax system that relies primarily on the income tax. the sales 
tax, and property taxes. To take away our most juat tax, the income tax, and shift 
North Dakota's reliance to the sales tax is extremely risky. Any downturn in the 
economy dramatically affects sales tax revenue, and, as people purchase more goods 
over the internet, more sales tax avoidance will occur. The potential remaina for a 
dramatic reduction in the collection of sales tax revenue in the future. 

The fiscal note associated with this bill dramatically underesti.matea the fiscal 
impact because of the way business profits are currently taxed as personal income. 

North Dakota tax law allows pass-through entities such as Limited Liability 
Corporations, Limited Liability Partnerships and regular partnerships to pass 
business profits through to individuals to be taxed at their personal income tax rate. 
This is a significant issue because the top corporate tax rate is 10.5% while the top 
individual income tax rate is 6.54%. 

If this bill passes and the corporate income tax is phased out, virtually all these 
pass-through entities will revert to corporate status to free themselves of any 
income tax liability. We will even see a host ot sole proprietors incorporate so they 
can avoid paying any income tax, And if corporate farming legislation is passed, 
farmers too oould free themselves from paying any state income tax. 

The effect of phasing out the corporate income tax is that there will be a mass 
scramble, most]y by the well otr, to find ways to incorporate as a means to avoid 
paying any income tax in North Dakota. 

Proponents of slashing taxes on businesses and wealthy individuals often claim that 
such efforts will result in prosperity raining down over us all. It this bill passes, 
most North l>akotans will likely just catch a little freezing drizzle and wind up 
paying higher taxes overall. 

There are a host of good reasons why this legislation should be defeated. I've listed 
a few. But the main reasons are that it would make our tax system less lair and 
equitable, and it would place more of the tax burden on moderate and low income 
people while providing tax relief for those who don't need it. 

For these reasons, the UTU is proud to oppose this piece of legislation and urges 
this committee to recommend a "DO NOT PASS." 

flit •fol'otf'••• , ..... on tflf I f fl1 ar• tewr•t• ,..,,.-..itfw of recol'de dtlfVtf'tcf to Nodtffl lnforwtton tyat• for 1to,offl1ln1 ll'ld 
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Table 1. State 1/ average annual pay for 2000 and 2001 and percent change in pay for all covered workers •.. 
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Table 1. State 1/ average annual pay for 2000 and 2001 and percent chang 

Table 1. State(l) average annual pay for 2000 and lOOl and percent ch.al 
for all covered worker■ (2) 

State 

UNlTED S'tATBS (4) , , • , ••• , , •••• , • , 

Maryland •• , .••.. • •••••••••• , ••••• 
Maasachuset ts ••• , ••••.•••••• , • , • 
Michigan •• - •.••.......•• 1-r " ...... . 

Minnesota ....................... . 
Miaaiaaippi . .. , . , , ..... , ...... , , 
Miaaouri ••••. , •• " •••••....•••••. 
Montana ••••••••••••••••••••••••• 
Nebra•k• ••.••.••••.•• , •••••••••• 
Neva~, ••••••••••. " •••••••••••• , 
New Hampahi re ••• , , •••.•.••.•• , •. 

New Jeraey, ••••••.•••••••••••••• 
New Mexico. 1111 •••• ~, ••••••••• , , ••• 

New York •••• ,., ••••••••••• , ••••• 
North Carolina •• , •.•• , , , . , .•.•• , 
North Dakota •• , • , •.•••• , , , •. , , •. 
Ohio •• , • " •••••.•.••• II ••••• , •• , •• 

Oklahoma ..••• , , • , ••••• , ••••• , •.• 
Oregon ••. , •. , •. , .... ' - ••. , , ••••..•. 
Penn•ylvania,: ·.';.,,,.,.,.,,, ...•. 

South Carolina,,,, .• , .• , .. , .•• , • 
South Dakota., .• ,. , .. , , , .•. , .. , . 
Tenneaaee. , , , . , 1 , •• , •••••••• , , •• 

Texaa. , .... , . , I.ii •••••••••••••••••• 

Utah ....... , ••••• - - • ,, , ••••••••••• 
Vet"fflOnt ••••••••• , ••••••••• , •• , •• 
Virginia ..•. , .•.• , .•..•..•...••. 
wa1hington. , , , •••. , ••• , , •• , , •• , • 
We•t Virginia ••.•. , ..•• ,,,,.,,,. 
W:l100n1in •• · •••••••• , •••• , ••••••• 
tfl'oming , .• I •••• Iii •••••• I I • II ' ••••• 

http:/ /stats,bls.gov/news.release/annpay, tO 1.htm 

Average annual pay(3) 

2000 

$35,320 

36,395 
4-i,168 
37,011 
35,414 
25,208 
31,J&• 
24,272 
27,693 
32,277 
34,736 

43,676 
27,498 
45,358 
31,068 
24,6B3 
32,508 
26,988 
32,776 
34,015 

28,179 
24,802 
30,557 
3~,943 
29,229 
28,914 
35,172 
37,099 
26,888 
30,694 
26,836 

2001 

$36,214 

38,237 
44,976 
37,387 
36,585 
25,91~ 
32,422 
25,194 
28,375 
33,122 
35,479 

,,,2es 
28,698 
46,664 
32,026 
25,707 
33,280 
28,020 
33,203 
34,976 

29,253 
25,SOO 
31,491 
36,039 
30,074 
30,240 
36,116 
37,475 
27,982 
31,556 
28,025 
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• Mr. Chairman, members of the Houle Finance and TQ)(otion Cotnmfttee my 
t1atne i• lob Lamp repruenting the Automobile Dealers Aaociation of North 
Dakota and the North Datcota Itnplenwit Deaters Auociation in opposition 
to two seetions of Senate Bill 2314 as atnended. 

• The first concerti we have with the blll, Oh behalf of the North Dakota 
Ienpletnent bea...- Association, relates to the ¼% soles tQ)( increase Oh fartn 
tnachinery for the lost sb, months of the 2003-2005 biennium found in 
Sectkm 2. a,bsectior, 2. Our concern is twofold: 

1. A tCI)( increa,e Oh large ticket iteMS has the potential of affecting 
buylttg decisions since producers can eaity purchase their new fGt"tn 
machinery In Montana, MitNSOto or the Canadian provinces that do 
not hnpo,e any tel)( or, new far,n tnachinery. 

2. An interim tel)( inc:reae wilt certainly be a detriment to buyers during 
the period of the tCI)( increase. It is po"iblc that pur~ of large 
ticket Items like new fartn machinery could come to o lt~ill during 
this higher tCI)( period. Or worse yet, see cor,cem NJtnber 1. 

• Our•~ cotlCeffl relates to Section 6. which rer,eols the vendor allowance 
for tnonthly sale, t(I)( filers. The presumption Is that this will or,ly affect 
the very large retailers. HoweYer, the $333,000 thrdhold of total sales 
brings many ,mall retailers lNer this monthly tQ)( filer system. 

• lhis vendor allowance, according to the section, being repealed, 1, designed 
.... to f'elmbur• re toiler, for ~ ihCUrred in keeping record,, preparing 
and filing return,, remitting the tel)(, and ,upplyif'V lnforlnCltion to the 
eomMlffioner upon rec,ue,t", With the odwnt of city and cot"1y ,ale, tO)(U, 

this proca• hes, beeome more time consuming for retailer,, ...-Cially tho• 
who do business with customers from dlfferem geogrophlcol ONGS, 

• It, our opinion, using the repeal of this wndor allowance to make Senate BUI 
231-i revenue neutral is certainly unfair to those retailer• who care providing 
thl• valuable arvice to the state. 

• The At>ANb and NbibA respectfully request this coMtnlttee mate. e~ 
In Senate 8111 231-i which addres, these concerns. 

Robert L. LAmp 
AutotnobJle Dedlers A$SOckrtion of North Dokoto 
North Dakota Implement Dealers Aisoclotlon 
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Th• 1torotr•le , .... on tht• ftl• art t00ur1tt rtptOCMttOM of rtoordl •uwNd to Nodtrn lnfoNMtfet1 IYtt• for 1foroffl1ln, and J 
... ,. fftlld fn th• rttUllr eourlt of bulf Mii, Thi phototraphf C proetH ... u ttandlrdl Of tht Allrtean National ltandlNN lnetttutt ' 
(MIii) for arehtv•l 1toroffl111, NOTICII If th• ftlllild , .... lboVt ,. lHI lttlblt thin thf• Mottet, tt ,. due to tht quality of tflt 
doMlnt bttnt fl l!Nd, 
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Senate Bill No. 2314 Testimony 
By Glen E. Baltruscb 

Before the House Finance and Ta:11tion Committee 
Fort Totten Room - North Dakota State Capital 

Wednesday, March 12, 2003, 9:00 A.M. 

Mr. Chairman, Memben of the Committee: 

My name is Glen Baltrusc~ and I appreciate baviq the opportunity to address you. I have been 

a Nlident of tbe peat state of North Dakota moat of my life beainning at birth. Because of 

accidental iqjuries that have caused me to be permanently disabled, I have spent a fair amount of 

time het-e during the last several lcaislative sessions. Today I stand before you in support of 

S.... BIJJ No. 2314, of which I am offering a proposed amendment and which I urge your 

c~~adoption. 

Over the last number of :,tf.tm the economy of North Dakota clearly has not been moving in a 

positive 4frection. as each us of have observed. The "Youth Initiative u that was placed of the 

2002 aeneral election ballot should more than have sounded the alarm that this august body must 

not only take ~or steps to make changes, but must enact those required chanaes, One of those 

chaqes requited by the F~lghth Ltgislatlve Ass,mbly is enactment of S111• BUJ No. 2314; 

the repeal of the income tax. 

Mr. Chairman and Members of the Committee, I have provided you with the Propoaecl 

Amendmeat To E.....,.._ Senate BW No. 2314 - l"'10d11etd &IUltt BUI No. 2314 - in its 

entirety. Enactment of IIIINNIIICtd &1111# BIii No. 131, abolishes the income tax and provides 

for a positive chaqe of direction that ls sorely needed for the state of North Dakota and its 

citizens. Period. Once enacted by the Fljty.,lghth ugls/a/lve Assembly. North Dakota will then 

have provided real cbanae for true economic development and eliminated an wtjust form of 

taxation. tilt, income tax. Both are reason atone tor adoption of the proposed amendment. 

"lllltotl11ttl &•• Bill No.2311" into Ellfl'OIIH s-,,. BUI No. lJ14 with a "DO PASS" 

recommendation from this committee. with what shonld be an overwhelmina pusap on the 

floor by both parties. in both Hou,es, 
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In order to revitaliz.e the economy of North Dakota requin,I steppiDa out the box and providiq 

bold new thinkina end actiq on new initiatives. 1"'1tNIWil a.- a111 J.lo. 3Jl4 provided that 

flnt bold step forward for true economic development and to create an eq,encUna economy, not 

today's current failed policy of"COl'JIOIVI" w.lf.,,, &I.& ecoao,,,k _,,,.,_,,,. which has 

been adopted and is currently in practice by all levels of 1ovemrnent in this state. Today's 

practice of economic development is nothing more than "llo"11 Hootl 11' m,ru" as it takes 

fi'om the poor and afves to the rich. and has not provided for a powing and prosperous economy 

within the state of North Dakota, but just the opposite. It has only provided for the out-mipation 

of hard earned money of the citizens of this state, which include the elderly and the poor; created 

unjust competitive advantages and business practice, apiost established businesses~ continued 

the out-miaration of its citizens; and provided nothing more than poverty level employment. 

Enactment of S,,,,. BIii No. 2Jl4 provides for an incentive to lure manufictwina and service 

~~; eases the tax burden and provides incentives for new business start-ups; and allows 

people to keep more of tht:ir money to spend it as they see fit_ which provides for true economic 

stimulation by demand. 

Other issues must also be addressed in rcprds to S.,,,u Bill No.1314, The implementation of 

this legislation amended to its original form "l.r IUJt, HglWlwt ~ nor is it legislation to tax 

the poor. I am the poor and indiaent, attempting to live on a small pi~ that I receive from 

Social Security Disability Insurance because of being disabled from an accidental injury in the 

course of employment, which by authority and statute I am supposed to be receiving wage loss 

benefits &om North Dakota Workers Compensation Bureau, an adversarial governmental entity. 

Failure of the Flfty-tighlh Legislative Assembly to adopt and enact IIUl'Otl~td ~ am No. 

ZJ14 provides for the continuing "tax on labor": a continuation the "regre11lve tax"; and provide 

and require tbrther "taxes on tM poor,., North Dakota cannot continue the down-hill-slide that 

has been occurrina over the last number of years without disastrous results. 

Until the North Dakota Lqislature dept out of the box and bucks the status quo with initiatives 

that provide the required chanaes needed for prosperity in North Dakota. the cltbens of this state 

will be forced to comply with two factors that will occur; hiper taxes and the lou of services 

that are cunently provided within the state of North Dak6ta. It will be the remaJnlna residents 

and buslneae1 of this state who will bear the burden of taxation under the current inequitable tax 
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l)'ltem, and that includel the elderly and the poor. North Dakota neoda and requirel ID 

expllldina economy if it hi to survive. The adoption of the proposed ernendmeot I""°"""' 
&.. alll No. l314 into E,,,,_. .,_ aUI No. lJ14 and enactment must occur 

immcdfately for the be.befit of North Dakota. 

Mr. Chairman, Memben of tbe Committee, we all know that&.,.. •Ill No. 1314 is not the 

cure-all bill that will provide for an overnight economic boom, wbfoh is not right or of benefit to 

any state_ but it is the riaht idea, at the right time, for all the riaht reasou. Sa• lUII No. aJ14 

provides tbe needed tu reform for the citizens of NotJ, Dakota; its an incentive for b11sines1e1 to 

locate, start-up, and expand within North Dakota; and provide for an expanding and prosperous 

economy within and for North l>aJ'.ota. The adoption of lldrodMCM &,,_ Jilli No.a,1, 

amendment into E11,,.._,..,,. MIil No.1314 is not "regre11tve" but "progre11lve". 

Remember, economies an, not static - they are dynamic. I urae your support for adoption of the 

proposed amendment to E-,,,,_,-1 &lf.llU Bill No. 2314 and cast yom vote for a "DO PASS" 

recommendation to the floor of the House for enactment. 

·,·, .. ____ ., Thank you for your time and consideration of this pertinent legislation before you. I will attempt 

to answer any questions you may have. 
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Tht ■fol'Olt•f• f .... on tflf1 ffll ire accur1tt t'tPf'OCMatfone of recOf'dl •atwt"td to Modem lnfOf'llltton tytt• for 1toroftt11.,. _. 
...,.. fttMd fn th• rttUllr OOUl'H of luf l'\otl. Th• photooraphto pt·OOHI INtl etandlrdt of th• Mtrtc1n NattOMl ltendll'de lnetttutt 
(AMII) for 1rchfY1l MlorofH■, NOTtCII lf th• ftllNd , ... flbow fl ltll lttfbl• then thfl Notfct, ft •• M to the (IIMlftv of the 
~ btfnt ffllld. 

Tu:. a1t co• rn&~ 1d&~lo3 
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