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2003 SENATE STANDING COMMITTEE MINUTES 

BILIJRBSOLUTION NO. S8231 S 

Senate Finance and Taxation Committee 

□ Conference Committee 

Hearing Date February 4, 2003 

T Nwnbcr Side A SideB 
1 X 

Committee Clerk Si 

Minutes: 

Meter# 
3 079-5254 

Senator Urlaoher opened the hearing on S82315. All committee members are present. This bill 

relates to the rate on interest to underpayments of taxes on many different taxes. 

Rick Clayburgh, State Tax Commissioner (mtr #3153) - Provided background on why this bill 

was brought forth. Testified in support of SB23 l 5. 

Senator Tolle&JOn (mtr #3470)- Comment on the equality of rates on overpayment . 

. Mr. Clayburgh (mtr #3494) .. Responded to the reason for the rates as they are and as proposed. 

Senator Nichols (mtr #3628) .. Question on the amount and effect of the fl seal note, 

Mr. Clayburgh (mtr #3659) .. Affinnation reply to question. 

Senator Seymour (mtr #3672) .. Asked for the Tax Commissioners stand on the bill. 

Mr. Clayburg (mtr #3685) .. Supports the concept. Committee has the ability to make changes. 

Donnita Wald, State Tax Department (mtr #3740) .. Presented details of the bill and clarified the 

amendment. 
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Senate Finance and Taxation Committee 
Bill/Resolution Number SB231 S 

~ Hearing Date February 4, 2003 

0 

Senator Nichols (mtr #4012) • Does the amendment change the penalty area? 

Ms. Wald (mtr #4043)- Responded to rate of interest and proposed decrease. 

Senator Wardner (mtr #4122)- Other than the change in rate, seems like a h.:,usekeeping bill. 

Mr, Clayburgh (mtr #4149) -The Tax Department supports this bill. If amended, we would like 

to be a part the discussions, 

Senator Urlacher (mtr #4297) - Question if feasible to link to floating rate. 

Mr. Clayburgh (mtr #4309) • Very difficult for the Tax Department to enforce. 

Ms. Wald (mtr #4356) - In 1987 rate was tied to bond rate and varied quarterly, In 1989 changed 

to a fixed rate, Have experience with floating rate. 

~ir. Clayburgh (mtr #4425) • Continued with explanation of past rates on penalties. 

Sen-..tor Nichols (mtr #4517) .. If looking at a variable rate, what date would work to adjust. 

Mr. Clayburgh (mtr #4541) .. Gave an answer on how that may work. 

Senator Urlacher (mtr #4656) .. Closed the hearing on SB231S. 

General discussion followed. 

Senator Tollefson (mtr #4598) .. Understands the complexity of floating rate and believe the 

reduction is appropriate. Moves to amend as proposed. 2nd by Senator Wardner. 

Roll call vote on amendment. 6 yea, 0 nay, 0 absent. 

Senator Nichols (mtr #S 1 SO) .. Moves a Do Pass as Amended and Rerefer to Appropriations. 

2nd by Senator Wardner. Roll call vote 6 yea, 0 nay, 0 absent. Carrier is Senator Nichols. 
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Amendment to: SB 2315 

FISCAL NOTE 
Reqoeated by Leglalatlv• Councll 

02/18/2003 

1 A. Stat• fltcal effect: Identify thf state flsoal effect and the fiscal effect on agency appropriations compared to 
fu ,. nd rla ndlna vt/s • aDDrotJ, I/on$ entloll>Sted under curr.nt law. 

2001·2003 B'-nnlum 2003-2005 Bltnnlum 2005-2007 Biennium - General oth1rFund1 General other Funds General oth1rFunda 
Fund Fund Fund --Revenues $750,00( 

Exnendltum 
Appropriation• 

1B. County. city. and ~chool district flacal lffect: ldentlfv the fiscal effect on the aDDroDrlate ,x,/ltlcal subdivision. 
2001·2003 Biennium 2003-2005 Biennium 2005-2007 Biennium 

School School School 
Countlu Cftl11 Dl1trfcts Countl11 Cltl•• Dl1trlcts Countlu Cities District■ 

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

Re-engrossed SB 2315 reduces the rate of Interest paid by the state on tax refunds from 12% to 6% per annum. This 
wlll result In expected State General Fund savings of $750,000 for the 2003-2005 biennium. 

3. ~ltat, ftacal effect dltall: For Information shown under state fiscal effect In 1A, please: 
A. Rev1nu•1: Exp/sin the relJsnue amounts. Provide detall, when appropriate, for each revenue type and 

fund affected and any amtJ1:,,ts Included In the executive budget. 

B. Expenditure,: Explain the expendlturv, amounts. Provide detail, when appropriate, for each agency, line 
lteri~, and fund affected and the number of FTE positions a"6cted. 

C. Appropriation,: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on 
the biennial appropriation for each agency and fund affected and any amounts Included In the executive 
budget. Indicate the ~latlonshlp between the amounts shown for expenditures and appropdatlons. 

ame: Kath n L, Strombeck Tax De t. ] 
""~ __ ho..;...;ne....;...;N....;u..;..m;.;.;.bl;..:;._r: ___ 3_28_·_34_0_2 ______ _...__, _______ o_2/_1_9/_2_0(1_3_~ ______ ) 
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Amendment to: SB 2315 

FISCAL NOTE 
Requuted by LtQlalatlve Council 

02/07/2003 

1A, State fiscal effect: Identify the state flsoal effect and the flscal effect on agency appropriations compared to 
fundl le I nd n tlon ~ Ii ted nde l na v,sa 8DDIDDI 8 santo,na u r current aw. 

2001-2003 Biennium 2003•2005 Biennium 20-15-2007 Biennium 
General other Fund• General other Funds General other Fund• 

Fund Fund f'und 
Revenuea ($450,000 

E,cpendltur• 
A.,,,..-,,.- :..:1on1 

1 B. Countv, cltv, and "hool district flacal effect: ldentlfv the fiscal effect on the aDDroorlate tx>llt/cal subdivision, 
2001-2003 Biennium 2003 .. 2005 Biennium 2005-2007 Biennium 

School School School 
Countl• Cltlu District• Countl11 Cltl11 Districts Countl•• Cltl11 0I1trlcta 

2, Narrative: Identify the asp6cts of the measurt which cause fiscal Impact and Include any comments relevant to 
your analysis. 

Engrossed SB 2315 reduces the rate of Interest charged by the state on unpaid ta)(es from 12% to 8% per annum. It 
~ also reduces the rate of Interest paid by the state on tax refunds from 12% to 6% per annum. The net effeot Is an 

1
1 

) expected revenue loss of $450,000 for the 2003-2005 biennium. (This fiscal not~ considered the sections of code 
,,__.,,, that were Included In the amendment.) 

3. State f11c1I effect detall: For Information shown under stl,te flsoal effect In 1A, please: 
A. Revenue,: Explain the revenue amounts. Provide detail, when appropriate, for each rewnue type and 

fund affocted and any amounts Included In the executive budget. 

B. Expenditure,: Explain the expenditure amounts. Provide detail, when &pproprlate, for each agency, line 
Item, and fund affected and the number of FTE positions affected. 

C. Appropriation,: Explain the appropriation amounts. Provide detail, when approprlatt1, of the effect on 
the bltmnlal appropriation for each agency and fund affect«J and any amounts Included In the e><ecut/ve 
budget. Indicate the relationship between the amounts shown for expenditures and appropriations. 

Nam,: Kathryn L. Strombeck ~9tnci: Tax Dept. 
Phone Numb4tr: 328-3402 D1t1 Prepared: 02/10/2003 
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REVISION 

BIii/Resoiution No.: SB 2315 

FISCAL NOTE 
Requ.ated by Leglslatlve Councll 

02/03/2003 

1 A. State flaa.l effect: Identify the state fiscal elfeot and the fiscal effect on agency appropriations compared to 
fundl le l nd rl tlo t~ Ii led nde t /. fnQ ~SB BDDIDD, 8 ns an oroa, u rcutr9n ew. 

2001-2003 Bl•nnlum 2003•2005 Blent1lum 2005-2007 Bl•nnlum 
General OU..rFund• General otherPunda General other Fund• 

Fund Fund Fund 
R.venuu (~150.000 
Expendltu,-
Appropriation• 

1 B. County. city, and school dlatrlct ft1cal en.ct: ldttnt/fy the fiscal effect on the aoDroprlate l>Olltlcal subdivision. 
2001-2003 Biennium 2003•2005 Biennium 2005-2007 Biennium 

School School School 
CountlN Cltl .. Dl1trlots Countlu Cltlea Dl1trlcta Countl .. Cltl .. Districts 

-
2. Narratlv1: Identify the aspects of the measure which cause fiscal Impact and Include any comments relevant to 
your analysis. 

'1 SB 2315 reduces the rate of Interest charged by the state on unpaid taxes from 12% to 8% per annum, It also 
,_.,,,,., reduces the rate of Interest paid by the state on ta>< refunds from 12% to 6% per annum. The net effect Is an 

expected revenue loh of $450,000 for th~ 2003-2005 biennium, 

3, State flacal err.ct detail: For Information shown under state fiscal effect In 1A, please: 
A. Rev1nu11: E"plaln the revenue amounts. Provide detail, when appropriate, for each revenue type and 

fund affected and any amounts Included In the executive budget, 

~. Expenditure,: Exp/sin the expenditure amounts, Provide detail, when appropriate, for each agency, /Int, 
Item, and fund affected and the number of FTIE positions affected, 

c, Appropriation,: Explain the appropriation amounts. Ptovlde detail, when appropriate, of the effect on 
the blennlsl appropriation for each agency snd fund sfftJcted and any amounts Included In the executl\18 
budget, Indicate the relationship between the amounts shown for expenditures and appropriations. 

Nam,: Kathryn L. S~rombeck 4aency: Tax Dept. 
i:thone Number: 328M3402 

,. 
Date Prepared: 02/03/2003 
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8111/Reaolutlon No.: SB 2315 

FISCAL NOTE 
Reque,ted by Legl1latlv• Council 

01/27/2003 

1A. State flacal effect: Identify the state fiscal efff,ct and the ff$cal effect on agency ,pproprlatlons compa'9d to 
ti ,_ I fundna ve s and BIJDl'OfJrlatlons entlcloated under current law. 

2001-2003 Blennlun, 2003-2005 Biennium 2005-2007 .Biennium 
General otherFunds General other Fund• General other Funds 

Fund Fund Fund 
Rev•nun ($800,000 
Expendlturn 
Aooro1Hiatlon1 

1 B, Cou c and tohool district fiscal effect: ldentl the flsoal effect on the a rlate Hlcal subdivision, 
2001 .. 2003 Biennium 2003 .. 2005 Biennium 2005""2007 Biennium 

Schooj School School 
Countf• Cltl• Olatrfcta CountlN Cltlea Districts Counties Cltle■ Dlatrl_cts 

2. Narrative: Identify the aspects of the measure which cause fiscal Impact and Include any comments relevant to 
yaur analysis. 

~ SB 2315 reduces the rate of Interest charged by the state on unpaid t~xes from 12% to 8% per annum. It also 
( ! reduces the rate of Interest paid by the state on tax refunds from 12% to 6% per annum. The net effeot Is an 

.,_.,, expected revenue loas of $600,000 for the 2003-2005 biennium, 

3, State ft1e11I .n.ct ct.tall: For Information shown under stste fiscal effect In 1A, please: 
A. Rev•nu .. : Exp/sin the revenue amounts. Provide detsll, when appropriate, for each 1"6Venue type and, 

fund affected and any amounts Included In the executive budget. 

B. Expenditures: Explain the expenditure amounts. Provide detall, when appropriate, for each agency, line 
Item, and fund affected and the number of FTE positions affected. 

C. Appropriation,: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on 
the blennlal approprlstlon for each agency and fund affefJ•ted and any amounts Included In the executive 
budget. Indicate the relatlonshlp between the amounts shown for expenditures and appropriations. 

ame: Kath n L. Strombeck Tax De t. 
..,..._ho_n_•~N.,...u_m..,.be-r: ___ 3=2=9...,,_34:"-!'0~2' rtd: 0210312003 
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38352,0100 
Tltle, 

Prepared by the Office of State Tax 
Commissioner 

February 4, 2003 

PROPOSED AMENDMENTS TO SENATE BILL NO. 2315 

Page 1, llne 6, after the first comma Insert 11subsectlon 1 of seotlon 57-43.1-21," and after the 
second comma Insert 11subsectlon 1 of section 57-43.3-23, subsection 1 of section 
57-51-05.'' 

Page 1, line 9, after 11exolse 11 Insert 11and fuel" 

Page 8, after llne 22, Insert: 

1•secnoN 12. AMENDMENT. Subsection 1 of section 57-43, 1-21 of the North Dakota 
Century Code Is amended and reenacted as follows: 

1. If a person falls to file the required report or to pay the full amount of the tax as 
required by this chapter, there Is Imposed a penalty of five dollars, or a sum equal 
to five percent of the tax due, whichever Is greater, with Interest at the rate of 
sixty-seven hundredths of one percent per month on the tax due, for eaoh calendar 
month or fraction of a month during which the dellnquenoy continues, excepting 
the month within which the report was required to be filed or the tax became due. 
If a person files a false or fraudulent report with Intent to evade the tax Imposed by 
this chapter, there Is Imposed a penalty equal to ten percent of the deficiency, with 
Interest at the rate of tw& one and six-tenths percent per month on the deflclenoy, 
for each calendar month or fraction of a month during which the deficiency 
continues. The commissioner, for good cause shown, may waive all or any part of 
the penalty or lntt:li'Mt provided by this subsection, 

Page 6, llne 23, replace H12 11 with "13" 

Page 7, after llne 3, Insert: 

SECTION 14, AMENDMENT. Subsection 1 of section 57-43,3·23 of the North Dakota 
Century Coda Is amended and reenacted as follows: 

1. It a person falls to file the required report or to pay the full amount of the tax as 
required by this chapter, there Is Imposed a penalty of five dollar .. 1 or a sum equal 
to five percent of the tax due, whichever Is greater, with lnteret~t at the rate of 
~ty-seven hy_ndredths of one percent per month on the tax due, for each calendar 
month or fraction of a month during which the delinquency continues, excepting 
the month within which the report was required to be flied or the tax became due, 
If a person files a false or fraudulent report with the Intent to evade the tax Imposed 
by this chapter, there Is Imposed a penalty equal to ten percent of the deficiency, 
with Interest at the rate of tw& one and six-tenths percent per month on the 
deficiency, for each calendar month or fraction of a month during which the 
deficiency continues. The commissioner, for good cause shown, may waive all or 
any part of the penalty or Interest provided by this subsection. 

SECTION 15, AMENDMENT, Subsection 1 of section 57-51-05 of the North Dakota 
Century Code Is amended and reenacted as follows: 

1. The gross production tax on oll or gas, ab herein provided, must be paid on a 
monthly basis. The tax on oll ls due and payable on the twenty-fifth day of the 
month succeeding the month of production. The tax on gas Is due and payable on 

Page No. 1 38352.0100 
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the fifteenth day of the second month suooeedlng the month of production. If the 
tax Is not paid as required by this seot1or1, It becomes dellnquent and must b6 
coUeoted as provided In this chapter. The penalty does not apply If ninety percent 
of the tax due has been paid with the monthly retum and the t&Apayer files an 
amended monthly return and pays the total tax due within sixty days from the 
original due date. The commissioner, upon request and a proper showing of the 
necessity therefor, may grant an extension of time, not to exoeed fifteen days, for 
paying the tax and when the request Is granted the tax Is not delinquent until the 
extended period has expired. Any taxpayer who requests and Is granted ,-n 
extension of time for flllng a return shall pay, with the tax, Interest at the rate of 
l\tJel¥e !!uh1 percent per annum from the date the tax was due to the date the tax 
Is paid." 

Page 7, ltne 4, replace "13" with "16" 

Page 7, Hne 18, replac:e" 14 11 with "17" 

Page 8, line 5t replace 1115" with "18" 

Renumber accordingly 

Page No. 2 38352,0100 
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38352.0101 
Tltle.0200 

Adopted by the Finance and Taxation 
Committee 

February 4, 2003 

PROPOSED AMENDMENTS TO SENATE BILL NO. 2315 

Page 1, line 6, after the first comma Insert 11sl1bsectlon 1 of section 57-43.1-21 1
11

1 replace the 
second "section• with "subsection 1 of section 57-43,3-23, subsection 1 of seotJon 
57-51-05, and sectlons 11

, remove the third comma, and remove the third 11seotlon11 

Page 1, llne 9, after "excise" Insert "and fuel 11 

Page 61 after line 22, Insert: 

11SECTION 12. AMENDMENT. Subsection 1 of section 57-43.1-21 of the North 
Dakota Century Code Is amended and reenacted as follows: 

1. If a person falls to file the required report or to pay the full amount of the tax 
as required by this chapter, there Is Imposed a penalty of five dollars, or a 
sum equal to five percent of the tax due, whichever Is greater, with Interest 
at the rate of sixty-seven hundredths of one percent per month on the tax 
due, for each calendar month or fraction of a month during which the 
dellnquenoy continues, ex~eptlng the month within which the report was 
required to be filed or the tax became due. If a person flies a false or 
fraudulent report with Intent to evade the tax Imposed by this chapter, there 
Is Imposed a penalty equal to ten percent of the deficiency, with Interest at 
the rate of twe one and six-tenths percent per month on the deficiency, for 
each calendar month or fraction of a montn during which the deficiency 
continues. The commissioner, for good cause shown, may waive all or any 
part of the penalty or Interest provided by this subsection. 11 

Page 7, after line 3, Insert: 

"SECTION 14. AMENDMENT, Subsection 1 of section 57-43.3·23 of the North 
Dakota Century Code Is amended and reenacted as follows: 

1, If a person falls to file the required report or to pay the full amount of the tax 
as required by this chapter, there Is Imposed a penalty of five dollars, or a 
sum equal to five percent of the tax due, whichever Is greater, with Interest 
at the rate of sb<ty•§eyen hundredths of one percent per month on the truc 
due, for each calendar month or fraction of a month during which the 
dellnquency continues, excepting the month within which the report was 
required to be flied or the tax became due. If a person flles a false or 
fraudulent report with the Intent to evade the tax Imposed by this chapter, 
there Is Imposed a penalty equal to ten percent of the deflclenoy, with 
Interest at the rate of twe one and slx•tembi percent per month on the 
deficiency, for each calendar month or fraction of a month during which the 
deficiency continues, The commissioner, for good cause shown, may 
waive all or any part of the penalty or Interest provided by this subsection. 

SECTION 15. AMENDMENT. Subsection 1 of section 57-51 ·05 of the North 
Dakota Century Code Is amended and reenacted as follows: 

Page No. 1 38352,0101 
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1. The gross producUon tax on olt or gas, •• herein provided, must be paid on 
a monthly basis. The tax on oil I• due and payable on the twenty-fifth day 
of the month succeeding the month of production, The tax on gu Is dutt 
and payable on the fifteenth day of the 3econd month succeeding the 
month of production, If the tax Is not paid as required by this sectk>n, ft 
becomes delinquent and must be coUeoted as provided In this chapter. 
The penalty does not apply If ninety percent of the t8lC due has been paid 
with the monthly return and the taxpayer flles an amended monthly retum 
and pays the total tax due within sixty days from the or~lnal due date. The 
commissioner, upon request and a proper showing of ttie necessity 
thereforhmay grant an e><tenslon of time, not to exceed fifteen days, for 
paying t e tax and when the request Is granted the tax Is not dellnquent 
until the e><tended period has expired. Any ta>cpayer who requests and Is 
granted an extension of tJme for filing a return shall pay, with the tax, 
Interest at the rate of twel\◄e itlgb1 percent per annum from the date the tax 
was due to the date the tax Is paid.• 

Page 8, llne 5, remove 11and11 and after 11 1311 Insert•, 14, 15, and 1611 

Page 8, Une 6, replace 11Seotlon 11 with "Sections" and replace 111411 with 1117" 

Renumber accordingly 

Page No. 2 38352.0101 
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Date: ~ ~ '"_/':) 
Roll Call Vote #: \ 

2003 SENATE STANDING COMMITTEE ROLL CALL VOTES 
BILL/RE~OLVTION NO. ~~{~rd,.:~\ r~') 

Senate Finance and Taxation. Committee 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken ~W:4\\~ 

Motion Made By~'::<)~\'-)\.\<;\,\.~~ 

!4-~\',)~ 

_ Seconded By (~w, .\.».1a'"\»\ ~, ~ .. 

Senaton Ye1 No Senaton Yet 
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REPORT OF STANDING COMMrTTEE (410) Module No: SR-22•1771 
February I, 2003 3:50 p.m. earner: Nichol• 

lnNl't LC: 38352.0101 Tltte: .0200 

REPORT OF STANDING COMMITTEE 
88 2315: Finance and Taxation Committee (Sen. Urtaohtr, Chairman) recommends 

AM!NDMl!NTS AS FOLLOWS and when so amended, recommends DO PASS and 
IE FIERIF!RFIED to the ADDrol>rlatloM Committee (6 YEAS, 0 NA VS, 0 ABSENT 
AND NOT VOTING), SB 2315 was placed on the Sixth order on the calendar, 

Page 1, Une 6, after the first comma Insert •subsection 1 of section 57-43.1-21, 11
, replace the 

18COnd •sectton• With •subsection 1 of section 57-43.3-23, subsection 1 of section 
57-51-05, and sections•, remove the third comma, and remove the third •seot1on• 

Page 1 , llne 9, after •excise• Insert •and fuef 11 

Page 6, after line 22, Insert: 

-SECTION 12. AMENDMENT. Subsection 1 of section 57-43.1-21 of the North 
Dakota Century Code ls amended and reenacted as follows: 

1, If a person falls to file the required report or to pay the full amount of the 
tax as required by this chapter, there Is Imposed a penalty of five dollars, 
or a sum equal to five percent of the tax due, whichever Is greater, with 
Interest at the rate of slxtY-seven hundredths of one percent per month on 
the tax due, for each calendar month or fraction of a month during which 
the delinquency continues. excepting the month within which the report 
was required to be flied or the tax became due. If a person flies a false or 
fraudulent report with Intent to evade the tax Imposed by this chapter, 

, there Is Imposed a penalty equal to ten percent of the deficiency, With 
Interest at the rate of twe one and six-tenths percent per month on the 
defldency, for each calendar month or fraction of a month during which the 
deflolency continues. The commissioner, for good cause shown, may 
waive all or any part of the penalty or Interest provided by this subsection. 

Page 7, after llne 3, Insert: 

•SECTION 14. AMENDMENT. Subsection 1 of section 67--43.3-23 of the North 
Dakota Century Code Is amended and reenacted as follows: 

1. If a person falls to file the required report or to pay the full amount of the 
tax as required by this chapter, there Is Imposed a penalty of five dollars, 
or a sum equal to five percent of the tax due, whichever Is greater, with 
Interest at the rate of sb<w-seyen hundredths of one percent per month on 
the tax due, for each calendar month or fraction of a month during which 
the delinquency continues, excepting the month within which the report 
was required to be flied or the tax became due. If a person files a false or 
fraudulent report With the Intent to evade the tax Imposed by this chapter, 
there ls Imposed a penalty equal to ten percent of the deficiency, with 
Interest at the rate of tw& one and slx•tenths percent per month on the 
deflcfency, for each calendar month or fraction of a month during which the 
deflclenoy continues. The commissioner, for good cause shown, may 
waive all or any part of the penalty or Interest provided by this subsection. 

SECTION 15. AMENDMENT. Subsection 1 of section 57-61-05 of the North 
Dakota Century Code Is amended and reenacted as follows: 

1. The gross production tax on on or gasf as herein provided, must be paid 
on a monthly basis. The tax on oll ls due and payable on the twenty .. ftfth 
day of the month succeeding the month of production. The tax on gas ls 
due and payable on the fifteenth day of the second month succeeding the 

(~ DESK, (3) COMM Page No, 1 SA•22•1771 
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month of production. If the tax ls not paid as required by this seotfon, ft 
becomes delinquent and must be cofleoted as provided In this chapter, 
The penalty does not apply ff ninety percent of the tax due has been paid 
wtth the monthly retum and the taxpayer flies an amended monthly return 
and pays the total tax due within sixty days from the otiainal due date. 
The commlltloner, upon request and a proper showing o1 the neceulty 
therefor, may grant an extenu,n of tfme, not to exceed fifteen daye, for 
paytng the tax and when the request Is granted the tax la not delinquent 
until the extended pertod haa expired. Any taxpayar who requests and Is 
granted an extension of time for fifing a retum shall pay, with the tax, 
Interest at the rate of twelw tlabt percent per annum from the date the tax 
wa due to the date the tax la paid.• 

Page 8, line 5, remove 11and11 and after •13• Insert 11
; 14j 15, and 1811 

Page 8, line 8, ,_ce 11sectk>n11 wtth •SectJona• and replace •14• With •17• 

Renumber accordlrvY 
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2003 SENA TE STANDING COMMI'ITBE MINUTES 

Bil.J.JRESOLUTION NO. SB 2315 

Senate AppropriRtions Committee 

CJ Conference Committee 

Hearing Date February 11, 2003 

T Number Side A Side B 
#1 X 

#2 X 

Committee Clerk Si ature 

Minutes: 

Senator Holmberg, chair opened the hearing on SB 231 S. (#3572) 

0-1497 

Meter# 

Rich Clayburgh, NO Tax commissioner, stated that he would not go through the whole testimony 

that he did for the Finance and tax committee. This concept and idea came to them through 

House leadership, looking at the issue of interest rates that we pay and also assess tax payers. 4 

years ago we equalized the interest rates at 12% on both on what we pay and we charge. Right 

now we pay 12% interest on refunds, which doesn't make sense. Some discussion on should this 

be a trigger bill, where you set a date and then the bill will trigger. you trigger on some 

fluctuating rates. We just put the bHI together and lowered the rates to 6% and 8% , 6% on 

refunds and 8% on assessments and then 2 years the legislature can readjust it, instead of floating 

lt. which causes administrative problems and the taxpayers. 

Questions: (#3941) 

,.-... ~-.) Senator Mathern: Is there a period of time when there is loss income because of this reduction? 
·. ___ ,/ 

The If or••·· ...... en ttlf I ff t■ ll"t ICCUf'ltl ,....,.tfone of fllCOrdl •t f\Wtd to Nodtrn lhfOf'Mltton ~t- ,.,. ■forof I, .. ,. .. 
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Senate Appropriations Committee 
Bill/Resolution Number SB 2315 
Hearing Date February 11. 2003 

Commissioner Ctayburgh responded: This tax is not retroactive, it would be active from this tax 

year forward. He would like to make an amendment to the bill, he would like to add the 

emergency clause to it. Senator Holmberg asked what impact it would have on this budget? 

Commissioner Clayburgh responded that it would allow them to do the program immediately 

with the emergency clause, the fiscal impact would be there would be some programming costs 

involved, if we did it now, there would be no fiscal impact on the budget. Senator Tallackson: 

How much money would we save on the next biennium? Commissioner Ctayburgh responded 

that Dc,nise would reply: Senator Holmberg stated that the fiscal note the committee should be 

using is dated 2-07-03, Commissioner Clayburgh stated that the fiscal note should be dated 

2-10--03. Denise stated that from what she understood the fiscal note hasn't changed since the 

original even with the amendments. She stated that on the refund side we anticipate savings 

about $31 s.ooo a year or $730,000 for the biennium. The fiscal note takes into account the 

saving on the refund and the reduced interest paid out. Senator Holmberg stated that was a net 

loss of $450,000. This is not in the Governor's budget. Commissioner Senator Christmann: Is 

there a minimum amount charged for late returns? Commissioner Clayburgh stated thal is 

charged monthly, he can waive interest and penalty but we can not waive the tax. There are 

several different ways we try to get people to pay their tax before the interest goes into effect, 

Senator Tallackson: Isn't 'l2% what is charged if you don't pay your real estate tax? 

Commissioner Clayburgh stated that he thought that was correct. Senator Tatlackson wondered 

if the 12% shouldn't be kept in for penalty. The Commissioner responded that was up to the 

committee. The county is responsible for the real ~state tax. not the state, Senator Holmberg 

wondered whttt would happen if it was ltft at 12% for penalty to the general fund. rather than 
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Senate Appropriations Committee 
Bill/Resolution Number SB 2315 
Hearing Date February 11, 2003 

8%, It was responded that the general fund would be to the positive of $752,000, Senator 

Ta11ackson wandered if this could be down in 2 stages? Commissioner responded that the 

legislature could do what ever they wanted, the bUI was just written to show that there was some 

interest in changing, Senator Mathern: He wondered if there were cidzen that had wanted this 

bill drafted? Or just legislators? Commissioner responded that no one had complained from the 

public. He did get a few remarks over the year about the high interest that is paid on refunds. 

Senator Mathern wanted to know about how high the interest rate is. The Commissioner 

responded that no he had not had any complaints from the public. Senator Kilzer wanted to 

know when the clock started running on the tax departments obligation to start paying a refund. 

Commissioner responded that if someone overpays a tax and files a retum then the obligittion is 

there to refund the money, the interest starts 45 days after the due date of the retum. 

Tape #1 Side B ends. Tape #2 meter #0 starts. 

Senator Christmann He felt that we should lower what we pay and leave the rest alone. 

A wide variety of different ideas were expressed. Commissioner Clayburgh stated that there 

would be no impact on the budget for 2005-07 because it was not in the Governor's budget. 

This bill was in Finance and Tax. The tax department is not looking for direction, as this bill 

does not cause the department any problems (if it should be defeated), This bin was put together 

for house leadership, 

With no other testimony the hearing was closed. (#626). 

Discussion was he1d on what way to go on this bill. Senator TaUackson would like to see 12% & 

6% or 12% & 8%, Senator Robinson wondered how much latitude we have since Finance & Tax 

already worked on this. Senator Holmberg stated it was within the job of this committee since 
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this committee has to balance the checkbook at the end. Senator Thane: He didn't feet that any 

hit on the general fund should be taken at this time, Senator Christmann stated that farm loans are 

8~. Senator Mathern stated that it should be revenue neutral. Senator Kilzer stated that we 

should get a little revenue out of this, Senator Kringstad wanted to know if this is retroactive? 

Answer is no. Senator Mathern was concerned about the emergency clause also. Senator 

Holmberg stated that the emergency clause would allow them to change the program now but the 

changes in the tax would not go into effect until later. Senator Tallackson felt that the 12% on 

overdue tax was okay, but the 12% on refunds was out of line. Senator Holmberg would like to 

have Alan draft an amendment for consideration later today, to leave the 12% as current law and 

go to 6% on the refund and then in 2005 the rate of interest on the unpaid taxes drops to 8% and 

the fiscal impact of that would be $752,000. We can discuss more this afternoon. Senator 

Robinson wanted to know what the rationale was for the drop in 2005. Senator Holmberg 

followed that the concept of getting them a little closer, but doesn't have an impact on this 

budget. This is Just a starting point. Commissioner Clayburgh stated that in the original concept 

of the bill it was thought that the interest rates would be adjusted every 2 years depending on the 

economy. Senator Holmberg stated that Alan should leave out the 2005 date, Senator Tallackson 

stated that it is a fact of life that everything is reviewed every two years. 

The next bill was then called, by Senator Holmberg, chair 
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Meter# 
3038-3551 

Minutes: Chairman Holmberg opened the hearing to vote on SB 231 S. (Meter 3050) 

Amendments (38352.020 t) were proposed by Senator Kilzer. Chainnan Holmberg explained the 

impact of the amendment for the fiscal note. He asked if there needed to be an emergency clause? 

Roxanne needed to update the amendment and Senator KUzer to have refunds at 6% and keep the 

assessment at 12%. (Meter 3330) Amendments passed with a voice vote. (Meter 3344) Senator 

Kilzer moved a motion to pass the amendment and Senator Lindaas seconded. (Meter 3378) 

Senator Krauter wanted clarification of why they decided to go with the numbers? (Meter 3391) 

Chairman Holmberg spoke for one of the sponsors, when they put in the bill, they did not know 

what the fiscal impact would be, when the fiscal note came out and it was four hundred and fifty 

thousand dollars lose to the state, they needed the resuscitation and then he talked to the prime 

sponsor and he was comfortable with the 12 and the 6. Discussion about each district from. 

individual senators continued. (Meter 3494) Senator Orindberg made a motion of DO PASS AS 

\'ht lfe,.....fe , .... on tflft ffl1 wrt eecurata ~tfw of reoordl dttfwl'td to Modlffl tM~tf on t)lt• for aforoffllffll anal J 
Wirt ft llld fn thl rflUltr COUf'II Of ... ,...... Tht phOtotrephf e pl'OOtH ... t, ttlndlrdl of tht Mtf'fOlft N1tfnt It ....... lnatftute :. 
(Alttl) fo, trdtfYll mfol"OftlM1 NOTIClt If th• ff lied I .... aboYt ft lttt lttfblt then thft Notfet ft t1 dut to the ,1u111lf6ou of ttit . ' dowt blf nt f HMld, ' ._ .. ,. " 

ll" ~. CfN4\\b4~ ,dsQcl l03 . '. 
. - Cptr1tor11 iinetura ' Datt . 

.J 



0 

0 

I. ,l ., • ' L ;i 

Page2 
Senate Appropriations Committee 
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Hearing Date 2-12-03 

AMENDED with Senator Kringstad seconded. The vote was t 1 yeas. 0 nays. 3 absi~nt. Floor 

assignment to Senator Kilzer. (Meter 3551) Hearing closed. 

TM lfer•••• ._.. M tflf1 ffl1 art •u,..t• ,..,,,.aotfone of recordl •ttwt'td to Nodtffl lnfOf'llltfM l)'lt- fo, •loreftl1l111 _, · J1 
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Prepared bY the Leglslatfve oouncH staff for. 
Senator Holmberg 

February 11. 2003 

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2315 

Page 1, line 1, remove •subsection 3 of section 57-38-09, subsection 4 or 
Page 1, line 2, remove •aectton 57•38-25, subseetlon 3 of section 57-38-26: 

Page 1. remove llne 3 
Page 1

1 
Une 4. remove •subsection 1 of section 57 .. 39.2-1a,• and remove •subdivision a or' 

Page 11 rtmoW lines 5 through 7 

Paa- 1, line s. after •ancr Insert •section" 

Page 1, remove lines 9 through 11 

Page 1, remove lines 15 through 24 

Page 2 •. remove lines 1 through 20 

Page 3, remove tines 1 o through 30 

Page 4, remove lines 1 through 31 

Page 5, remove tines 1 through 11 

Page 5, remove Hnes 22 through 30 

Page 6, remove lines 1 through 31 

Page 7, remove lines 1 through 31 

Page 8, remove lines 1 through 31 

Page 9, remove tines 1 through 3 

Page 9, line 22, remove •seottona 1, 2, 3, 5, 8, 7, 9, 10, 11, 12, 13, 14, 15,• 

Page No, 1 38352.0201 
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Page 9, remove tine 23 

Page 9, line 2"4, replace •and 17 of this Act are• with "Thia Act. la• 

Renumber accordlngly 
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Senate ApProprlations 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken -
Motion Made By _{a ......... r__,11\ ___ d_bt_fi--1~~- Seconded By Kr, '"5~ cL. 

Senaton Yes No Senaton 
Senator Holmberg. Chlinnan ., 
Senator Bowman, Vice Chair 
Senator Grindberg. Vice Chair ✓ 

Senator Andrist ✓ 

Senator Christmann 
Senator KiJzer tr 

Senator Krauter t/ 

Senator Kringstad 
Senator Lindaas v 
Senator Mathern I 

-
Senator Robinson .r , 
Senator Schobinger V , 

Senator TaUackson ✓ 

Senator Tbane v 
,., 

Committee 

Yes No 

Total (Yes) ___ \( ___ No __ £) _____ _ 

Absent .2 
Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 
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REPORT OF STANDING COMMITTEE (410) 
February 17, 2003 1:151.m. Module No: IR-17•2'70 

Camer: Kl_, 
lnNrt LC: 38312.0201 Thie: .0300 

REPORT OF STANDING COMllrrTEE 
88 2315, a eno,o111d: ~hi Committee (Sen. Holmbera, Chllrman) 

recommends AIIENDMEtmi AS FOLLOWS and when 80 amended. recommendl 
DO PASS (11 YEAS, 0 NAYS, 3 ABSENT AND NOT VOTING), Engr0188d SB 2315 
was placed on the Sixth order on the calendar. 

Page 1, tine 1, remove •subsection 3 of section 57 .. 36-09, subsection 4 or 

Page 1, Hne 2, remove •section 57-36-25, subsection 3 of s9Ction 57-38-26," 

Page 1, remove line 3 

Page 1, line 4, remove •subsection 1 of section 57-39.2-18," and remove •subdivision a or 
Page 1, remove lines 5 through 7 

Page 1, Hne 8, after •anc:r Insert "section• 

Page 1, remove Hnes 9 through 11 

Page 1, remove lines 15 through 24 

Page 2. remove Unes 1 through 20 

Page 3, remove lines 1 0 through 30 

Page 4, remove lines 1 through 31 

Page 5, remove llnes 1 through 11 

Page 5, remove lines 22 through 30 

Page 6, remove llnes 1 through 31 

Page 7, remove liner, 1 through 31 

Page 81 remove lines 1 through 31 

Page 9, remove lines 1 through 3 

Page 9, Une 22, remove "Sections 1, 2, 3, 5, 6, 7, 9, 1 o, 11, 12, 13, 14, 15," 

Page 9, remove line 23 

Page 9, line 24, replace "and 17 of this Act are• with "This Act Is" 

Renumber accordingly 
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2003 HOUSE STANDING COMMrITEE MINUTES 

BILURESOLUTION NO. SB 2315 

House Finance and Taxation Committee 

Cl Confenoce Committee 

Hearing Date Mardi 4, 2003 

T Number SideA SideB 
2 X 

Committee Clede Si 

Minutel: , 

UP, WES 111/0& C11A1RMAN Called the bearlns to order. 

Meter# 
7.9 

RICK CLAYll'.JRGU. STATE TAX CQMMJSSIQNQ Testified in support of the bill. 

This bill was drafted with the assistance of the tax department at the request of leadership's 

interest with the potential problem we have in the amount we pay out in refunds. At the current 

time, the percentage rate is 12% on refunds, we also pay 12% on a,sessments. The bill is drafted 

by the tax department as a vehicle, at the outset, I would ask that probably the best thing that 

could occur at this committee today, is a sub committee appointed to study and look at this issueJ 

to com«' up w1th, what is the proper way to address the interest rate at a time when we have a 

cyclical downturn currently, itt interest rates. Right now in the state of North Dakota, this would 

be one of the best investments that a person could pt if you utilized the tons tbnn for individual 

purposes, over pay, or withhold, file a refund down the road, and receive a 12% interest on your 

money. That was the reason Rep. Bers asked us to look at this issue, based on the rates. 

. '.· ~' ; {:..•, ' ' 
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dNullnt be Ina ff LMd, · . 

, i:ls.o ori Md (,'t;\~&ba~ 1d&a)o3 . 
Opttltot'• • oneturt Dltl 

I 

..J .. J 



r 
' 
I 

t , 

• 

' l 

Pqe2 
House Finance and Taxation Committee 
Bill/Re10lution Nwnber SB 2315 

f'1 Hearina Date Match 4, 2003 
I 
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The bill we drafted for the Senate, wu a bill that all we d!d was lower the rate of interest on a 

two )WI' period for refunds to 6%, and w~ lowend the rate on usesammta to 8%. It was 

attempted to be a vehicle which you could look at this iuue durina the legi,lative aeaion. We 

wanted to aet away &om puttiq 10D1e type of revolving or cyclical ~cdwrism into place to 

addreus interest rates, because they can become very cumbenom and burdeMom, not only to the 

tax departmau. but also the taxpayer. The way the bill ii now in front of )'OU. althouah it 

addreaes the reftmd issue, the Sfldlte amended the bill and put the assesameot rate back up to 

12%. Four )'ell'I IIO, the leaillature with the aailtance of the tax depaitmeut and interested 

taxpa)'en, looked at the issue of brinaina our rates of intetest together, and standardizing that 

intenlt at 12%. There ii a certain amount of &imesa, that if the state is aoina to pay 8% that 

would be the same amount they would ass. as well. When we drafted the bill and put the 8% 

lftd 6% rates. we still believed, as a policy, that there needs to be a little incentive to insure that a 

penott ffles. We do have the penalty provisiOllS in law, but we still need an ince11tive. I don't 

believe what the Senato did is a good policy, of having a six percent spread between those 

numbers. 

Bl•• 11111'18 You suggested )'OU don~t lil.:fl some type of floating rate that could be tied to 

the prime rate? 

RICK CLAYBURGR A floating rate may not bt. bad. but doing a monthly or quarterly float 

can start creating a situation where we will have to post those rates over a period of time, then it 

does create programming issues for us within our softw.-re systems, especially when you have 

audit periods and tax years that overlap. 

UP, 111DB The only change the Senate made was the interest rate change? 
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Bill/Reeolution Number SB 2315 
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RICK CLA)'BURGR That wu the only cbanp the Senate made, The purpose of the chanae 

WU the fact that it brought in $750,000, 

DENNIS BOYD BlrPP'ENTJNG MDU USQJJBCU GROUP Testified in opposition of 

the bill in its present form. See attacbed written testimony. 

Bir: MJ,IIB Did the Senate chanae this or WU it done in Appropriations? 

RICK CLAYBJJBGR Answered statina it wu doM in Appropriations. 

RON J!ISS BIDJUNIJNG Tffl ND PITBQLJOM COUNCIL Testified in opposition 

of the bill in ita preaent form. Ap,ed with what Dennis Bo>U said. In addition. if )'Ou oon•t pay 

)'OUl' taxes up &ont, )'OU will also get hit with a fiv~ percent penalty. So, on top of that ten 

petet:llt intcest rate; you will have a five percent penalty. When we are talking about oil & gas 

tax collections, there are many different rates and incentives that apply, some companies don•t 

always hive them fiaured out in advance of sending in their tax forms, of course, if you 

underpay, you will get hit with that five percent penalty, I think the <;hanges made in 1999 were 

made in fairness, and this bill baa been changed to a revenue producing bill at the expense of tax 

paying companies. 

BIP, DP,EB TO PENNIS BO'YD Regardina the scenerio, the five years and the seven. 

years, does that actually happen that it takes seven years before it can get figured out? 

DENNIS BOYD It is my understanding. that audits can go back ten to twelve years, 
' 

RICK CLAYBURGH Again commented, gave the rationale diseussed by Rep. Berg and part 

\ , of the reason for the bill, was the potential of overpayment in the refund. That does not occur in 

the corporate realm, In the case, if they misstate numbers, that is fraudulent, that is a different 

scenerio. This primairlty occurs in individual income tax when a person files a tons fonn, then a 
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Houae Finance and Taxation Committee 
Bill/Re80lution Number SB 2315 
Hearin& Date March 4, 2003 

feiw yeara down the road. file a an amended return, and file a abort form, then have the lower rate 

and receive ~ur refund back with inta-est. 

Blf: Ml/OB For people who intend.Uy withhold more then is neceesary, ae they 

col1octin1 inteNllt on that money then? 

RICK, CLAJBURGB If you have over withholdina in a tax )'eat' and you file your return. you 

do not receive interelt on your refuod. If you ao back in paat years, then claim overwithholding 

in the tax YNl'I prior. then there is the potential that the refund would have interest. 

PIP: 11!,DB In tho cue of 111 amended return, can a penon receive interest on that? 

JOI PcCII& STAT& TAX PIPARDJINT Answered the question, sta,ina, the minute a 

return i, filed, in gencnl. the interest will accrue starting with the original due date, or the date 

the return bu been filed. 

With llO further testimony, the hearing was closed. 

COMMITTIE ACTION 

Committee members discussed possible amendments to the bill regarding the interest rates, and 

some type of formula to come up with ratm. 

HP. IIJJII Stated he would visit with the State Tax Commissioner to come up with 

amendments whir.h would be acceptable. 

The bill will be acted on at a later date. 
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2003 HOUSE STANDING COMMrlTBE MINUTES 

BILL'RBSOLUTION NO. SB 2315 

Home Finance and Taxation Committee 

Cl Conference Committee 

Heerina Date March 11, 2003 

T Numbtr SideA SideB 
3 X 

Committ.ee Clerk S 

Mhmtel: 

Meter# 
9.4 

UP, JllJ ,DB Prescmted ameftdments to the committee, which would change the interest rate 

to eight perceait instead of twelve, whether you underpay or overpay. The amendments should 

cover all upect.1 of tax. whether it is corporate, personal. whatever. 

IBP, DROVDAL Made a motion to adopt the amendments as presented. 

Second the motion. Motion carried by voice vote, 

RU. PBOVDAL Made a motion for a DO PASS AS AMENDED. 

BP· UAPLAND Second the motion. 

RICK CLAYBUJlGIL SIAD TAX CQMMJSSIQNM Appeared before the committee to 

offer 90m.e comments. He gave figures relatlna to the fiscal note, as the bill was before the 

Senate. Durin& dilCUSSion Mr. Clayburgb called the analysts to make sure the figures he quoted 

were right. 
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House :Plnance and Taxation Committee 
BilJIRC110lutioa Numb« SB 2315 
Hearioa Date March 11, 2003 

Bl•· U!cDI Decided to wait with action on the bill until the State Tax Commiasiow could 

pt back to them with the current filCll note. 

The motion for a do pua as ameoded wu withdrawn. 
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2003 HOUSE STANDING COMMITrEE MINUTES 

BILURESOLUTION NO. SB 2315 

House Finance and Taxation Committee 

CJ Conference Committee 

Heariq Date March 17. 2003 

T Number Side A SideB 
1 X 

Committee Clat S 

Minutea: 

REP, WIS IIJ1D& CHAIRMAN Called the meeting to order, 

COMMl'ITIE ACfJON 

REP. GROSZ Made a motion for a DO NOT PASS 

REP. DADLANI> Second the motion, 

Meter# 
0,7 

RICK CLAYBURGIL STATE TAX CQMMJSSIQNEB Appeared before the committee to 

comment on the bill, He stated if )!Ou are talking financially, you are moving a bill with a 

positive fiscal effect of $800,000. 

REP. NICHOLAS Asked, if we kill the bill, what is the revenue effect? 

RICK CLAYBURGB The way the Senate amended the bill, they used it has a revenue 

__ ) enhancement, of $750,000. By killing the bill, you will affect the ending fund balance, From our 
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HOUie Finance and Taxation Committee 
Bill/Reeolution Number SB 2315 
Hearin.a Date March 17. 2003 

standpoint, we have no objection to Jdllina the bill, it ii probably the belt thin, to do, Just note 

that )')U are not doiq this because it costs money, it i1 unworkable to low« the rate without 

baviq significant reveouc, impact. It will have an effect on the ending fund balance. 

BB•: M•,DB But it will be positive? 

RICK CLAYBURGB The bill currently, is revenue positive, by eliminating this, )'OU will 

reduce the eodiq t\md balance by $750,000. 

Bile 111:n:a But it will not be negative. 

RICK CLAYB(JRGB I may be confuains this. In the long nm, if you don't do anythiq. it will 

have :zero fiscal impact. but leaitJative council bu already added additional rev.mue. 

BR, UILIB Uoder CUffellt law. what is the projocted nwenue of the intereat rates the way 

they ate? 

RICK CLA)'BUBGII I can pt that information. We take ht m<',re money on aasessments then 

we pay out in refund interest. 

REP, WBILIB Right now; under cwrent law, the state is not losing money? 

Big( CLAYBJJBGB No, even if you reduce this, you are not technically losing money; you 

are still bringing in more money on the assessment interest. It is just that you are lowering it 

from current rate. The way it is right now. there is a bia disparity. 

TheDONOTPASSMOTIONCARRIED 11 YES 1 NO 2 ABSENT 

BR, GROSZ Was given the floor assignment. 
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Date: ~-11-03 
Roll Call Vote #: T 

2003 BOUSE STANDING COMMl'ITII RO~~ YcnJI 
BD.,LJRISOLVTIONNO • .:JD~/::, 

Hou,e FINANCE & TAXATION 

□ Check here for Conference Committee 

Lep11ative Council Amendment Number 

Action Taken 

Motion Made By 

=----tatm. 
B&LTIILCIWllMAN 
DROVDAL VICI-CB'.Alll 
CLilK 
nowca 
GkOIZ 
BADLAND 
IVUSON 
Kil.SB 
KLEIN 
NICHOLAS 
SCHMIDT 
WIILIR 
WIKINIIEISIR 
WINRICH 
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Committee 

No !!_ __ tattn, Y• No 

~ ~. 

Total (Yes) ___ , .... / ___ No _ _./ _________ _ 

Absent 

Floor Auia,,ment 

It the vote is on an amendment. briefly indicate intent: 
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Mardi 17, 200I 10:42 a.m. 

RIPORT OP STANDING COIIMI I I a 

Module No: HIM7-4111 
c.nter:CIIW 

ln11rt LC: • TIiie: • 

U 2111, • NIRa,o-:.\llcl: Plnanoe and Tllllllon Commltlll (Rip. ..... ~ Chairman) 
reoommendl DC, NOT PAIi (11 YEAS, 1 NAY, 2 ABSENT AND NOT VOTING). 
Reengro111d SB 2315 wu ptaoed on the Fourteenth order on the calendar. 
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Testimony of Dennis Boyd 
SB 2316 

March 4, 2003 

Good morning, Mr. Chairman and members of the 
committee. My name is Dennis Boyd, appearing this 
morning on behalf of MDU Resources Group. We are 
opposed to SB 2315 in its present form. 

SB2315, as it was originally introduced, simply sought 
to lower the interest rates currently charged by the 
Tax Department on BOTH underpayments of taxes and 
the interest rates currently paid by the state on refunds 
(overpayments). Currently those rates for corporate 
income tax purposes are 12% on BOTH underpayments 
and overpayments. Other interest rates are charged 
and assessed for sales and use taxes, oil and gas gross 
production tax, and the oil extraction tax, and ~:if' 
interest rates are~tgiqual on overpayments ~ and 
underpayments ( J~ With record low interest rates 
common today, all of those interest rates are higher 
than necessary, and as I said a few minutes ago, 
SB2315 was originally introduced to simply reduce 
those rates to levels more in line with current interest 
rates. As the bill was working its way through the 
Senate, it got sidetracked. SB2316 as it currently 
stands before you leaves the current interest rate 
assessed for underpayment of corporate income tax at 
12%, but lowers the interest rate on corporate income 
taxes paid by the state on refunds to 6%. On the other 

Yht lliOl"otf'··· ...... Oft tflf• ff l■ .,.. 1CCUr1tt l'tpf'OCMtf f 
._,.. ff llNd fn tht rttUl•r cour.1 of bulf twt1 Th• pho one o rteordl •t twrtd to Nodtrn lnfol'Mltf on tvtt• for •foroff l■fflll and J 
~•!l_for trdlfval ■fcroffl•. NOTIClt ff th• flllllld t,:":'.\::°:'"t' ... ltt ,•btlendlrdl of the Altrfctn Nttfo, t, 1, It.,..,. lnttftutt 
--.t btfnt fftMld. I ... .. • than thf• NOtfct, ft ,. cu to th• qutlftv of tM . 
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taxes I mentioned, the interest Jf te charged on 
underpayments remains at...itbut the interest rate 
paid on refunds is also reduced to 6'1,. 

It is our belief, Mr. Chairman and members of the 
committee, that interest rates should be the same for 
both overpayments and underpayments. That was also 
the opinion of this legislative body in 1999, when at the 
request of the Tax Commissioner: the existing rates 
were not only equalized but set at the current 121, rate 
for the corporate income tax. 

For companies like MDU Resources Group, this interest 
rate disparity is more than a hassle factor, particularly 
with corporate income taxes. As you might suspect, a 
company the size of MDU Resources Group is a very 
large federal and state income tax payer. At times it 
seems as if we have perpetual federal audits underway, 
and sometimes we have concurrent audits covering 
more than one year. Sometimes those federal audits 
result in refunds and sometimes they result in 
additional tax assessments. Always, any change in 
federal filing results in the filing of an amended ND 
corporate income tax return, which may result in a 
refund or an additional tax assessment. 

Sometimes those audits take a long time to resolve or 
go back for several years. Let me off er a hypothetical 
example. Let's say a company such as MDU Resources 
Group is undergoing a federal audit of corporate 
income tax returns for tax years 1995 and 1996. It is 
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possible one year's audit may result in an assessment, 
while the other year's audit may result in an equal, 
off setting refund. Under this scenario, amended 
returns would be filed in North Dakota which would be 
offsetting - no additional taxes due. However, with 
disparate interest rates of 1 ~~ % on assessments and 6% 
on refunds, that company co uld end up paying interest 
with no additional taxes due! For example, let's say the 
audit and subsequent amended return for 1996 
indicates an additional tax assessment of $250,000. At 
12% that would result in a $30,000 interest payment X 
six years, or $180,000 in interest payments. Let's 
further assume the tax audit and subsequent amended 
return for· 1995 results in a refund of $250,000. At 6'1> 
interest for seven years, that company would receive 
interest of $105,000 (6%X $250.000 X 7 years). Even 
though the additional assessment of $250,000 and the 
refund of $260,000 are equal and there is no additional 
tax paYtnents required. that company would be required 
to pay $75,000 in interest! 

The purpose of charging or paying interest is to 
recover the time value cost of money, and when rates 
get out of sync with that cost, abuses, intended or 
unintended, can occur. I urge this committee to amend 
SB2315 in such a way as to equalize the interest rates 
for both underpayments and overpayments. I don't 
have a specific interest rate in mind, but perhaps the 
easiest rate which would not require additional 
legislation in future years if interest rates climb, would 
be to tie the interest rate to the prime rate . 
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In conclusion, Mr. Chairman and members of the 
committee, we would be happy to work with the Tax 
Department and/ or this committee on whatever 
amendments might be necessary to achieve equaJ 
interest rates. That concludes my testimony. I would 
be happy to try to answer any questions. 
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