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Chairman Belter: We will open the hearing on HB 1324. 

Representative Berg: This is a simple straightforward bill. Part of the reason for doing this is 

that North Dakota right now is at the top of the country in terms of its fiscal solvency. In fact, I 

- just saw a report last week that had Texas and North Dakota the top #1 and #2 states for both 

fiscal soundness of state and economic opportunity. A few months ago, North Dakota was 

picked as the number one state for economic growth. The things that we have done in North 

Dakota the past several years have put us in a tremendous position. As we look around the 

country though, we are in a recession. There is no question about that. North Dakota has 

participated in every recession. We are usually the last ones in and the last ones out. The 

hope of this bill is simply to do two things. (1) To refund $100 million to the people of North 

Dakota because we have collected more taxes than we need. (2) The second part of this bill is 

to do it now in the hopes that $100 million injected into our economy as quickly as possible will 

have an effect in continuing our economic growth and hopefully prevent North Dakota from 

going into a more severe recession. The bill really does two things: (1) It gives taxpayers their 

- money back based on the last income tax they have paid. (2) It will stimulate our economy. I 

couldn't help thinking about this stimulus package compared to the federal stimulus package. 
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• There are a few differences. This would not create any debt. This would not have any strings 

attached. This would also provide long-term tax relief and the cash goes to the people, not 

another government entity. (Testimony 1 ). (Representative Berg then described the bill.) 

(04:00 to 5:07). Really the question is does it make sense in the national and state's 

environment to put $100 million into our economy today versus down the road? With that, I will 

answer any questions. 

Chairman Belter: You have here that this bill will permanently lower income tax by 13%. Is 

that 13% in every tax bracket? 

Representative Berg: That's a very good question. When this bill was drafted, it was drafted 

to mirror the Governor's tax reduction if we reduced each tax bracket so there are two ways of 

doing it. I think in the Governor's bill, it reduces it by a percent on each tax bracket so some 

• brackets are reduced by 20% and some brackets are reduced by 5%. The other alternative 

would be to reduce each tax bracket by 13%. I believe that would be equal so obviously I 

leave that decision up to the committee. My preference would be that we reduce each tax 

bracket by 13%. This bill would need to be amended if you want to do that. This bill mirrors 

the Governor's future tax cuts. 

Representative Froseth: This bill would send a check back immediately. Two years ago we 

struggled with the constitutionality of issuing a check back. That is why we basically came up 

with the plan we did then. That hasn't changed so do you think this would meet a constitution 

challenge? 

Representative Berg: The problem we faced last year was in giving money back for property 

tax and the state doesn't collect property tax. That is where we ran in to the constitutional 

- problem. When we collect income tax, our ability to refund income tax is within the 

constitution. That was my understanding from council. 
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• Representative Froseth: If you are taking $100 million out of the oil and gas trust fund, it 

seems to me we should put the first $100 million on income taxes collected after we issue 

these checks back into that fund so it takes it off the table from the general fund. It is a little 

harder to get at in the oil and gas trust fund than it is in the general fund. 

Representative Berg: That is a very good point. If we amended this bill and said we were 

going to pay $100 million July 1, then we wouldn't need to take money out of the permanent oil 

trust fund. The way this bill is intended is to get the money into people's hands right now. We 

would only use the permanent oil trust fund for 60 days. So on July 1, that $100 million would 

go back in there to restore it. Let me back up. The forecasted revenue we are using in 

legislative council when we are looking at all of our numbers, is reduced by $100 million in the 

Governor's budget so that is why I say there is no fiscal impact because that $100 million is 

• already built into the budget of 2009-2011. If we send out this money, which I would like to do, 

and the bill says in this biennium, then there is about a 60 day window. That is exactly what 

we would do. If we pass this bill, our general fund revenue for the next biennium would go up 

$100 million and then we would take it out and put it into this so it would then go down $100 

million. I probably didn't explain that very well. The $100 million is built into the 2009-2011 

budget. If we don't pass the Governor's bill and pass this bill, there is no fiscal impact on the 

general fund revenues based on the numbers we are looking at right now. The question is 

how do we get it sooner? Well, if we want it before July 1, we have to get the money from 

somewhere. We could borrow from the Bank of North Dakota, we could take it out of the trust 

fund, we could take it out of some place else if you want to get that check into people's hands 

before July 1. My point, as what Representative Froseth explained, was exactly my intention 

- of how this would happen. Money would come out of the permanent oil trust fund; checks 
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- would go back to the people; and the first $100 million in the 2009-2011 biennium would 

replenish that $100 million. 

Representative Headland: Lines 12-16 describes how the commissioner is going to 

accomplish this. The first question would be is there anything magic about the year 2007 or is 

that just the way this information is available to work off? 

Representative Berg: This obviously has an emergency clause on it. If we pass this through, 

what is the simplest way to distribute this money? My thinking was to use the last income tax 

people paid, the 2007 taxes paid April 15, 2008. It was going to take the tax commissioner a 

period of time to figure this out so that's why I used that date. 

Representative Headland: The way I am reading this is that this payment will go to people 

who have actually paid taxes, not just filers . 

• Representative Berg: It is set up so the first $10,000 goes to every legislator and the rest. 

No actually, Mr. Chairman, this may seem a little odd, but the taxes paid last year were $290 

million in just one year so we are used to looking at $650 million or something like that. A lot of 

those taxes have already benefitted from the property tax income tax deduction so my simple 

thinking is we paid $290 million, almost $300 million that year; $100 million is going to be one 

third and this directs it to go back to people proportionately so if you paid $1,000, you would 

$333 back. That is the intent. 

Representative Headland: If you paid 0, you are going to get 0. 

Representative Berg: You will get one third of whatever you paid. 

Representative Drovdal: As you know, with the oil and gas money coming in, the first $71 

million goes into the general and the balance goes into the trust fund. That is why there is 

• money in the trust fund and probably why you decided to take money out of it; but we have this 

supposed surplus created not only by the oil and gas trust fund, but it is also created by the 
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• increase in income tax and sales tax above what we projected two years ago. So there is also 

additional money in the general fund right now that hasn't been committed. Why couldn't this 

just come out of the general fund from the additional monies that came in the last two years 

without causing problems? Is there a reason? 

Representative Berg: I think that would work. That money is appropriated the next biennium, 

but it won't be appropriated until July 1 so that might be a real good chance to just take it out of 

the general fund. What I wanted to make sure is that we don't goof up all of the cash flows 

that we are watching as we wind up the legislative session, but I think that would be as simple 

and easy as the trust fund because the money would be paid back July 1and so it would all be 

there. 

Representative Wrangham: If we decide to take $100 million and redistribute it to the 

- citizens of North Dakota out of the state revenues, I guess these pots don't mean a lot 

because they are all part of the state's revenue. We found out that the permanent oil trust fund 

isn't permanent (inaudible). Why did you select income tax rather than possibly sales tax, 

where more of the citizens would receive some benefit? 

Representative Berg: I guess my main focus was looking at what the proposal on the table 

was for $100 million income tax and figuring out if we could improve that and get that back to 

the people sooner. I certainly think property tax will be addressed this session; sales tax I 

guess I hadn't considered. 

Representative Pinkerton: Do you have the demographic studies of how this will filter out to 

different brackets and who gets what? Is that available for us? 

Representative Berg: Whatever you paid, you get one third back-wherever you are. I am 

- assuming if you wanted to look at demographics of incomes by county and that kind of thing, 

you could just assume that that is how the money would flow back. The average income in 
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• North Dakota is about $35,000 and you could figure out exactly what that would mean for each 

person. That would probably be better for the tax commissioner. 

Representative Pinkerton: The wealth we are enjoying, as apparently Texas is too, do you 

feel it is mostly created by the oil income? 

Representative Berg: I don't want to get in a fight, but all you have to do is look. We have a 

31 % increase in income tax; we have had corporate income tax shoot up; we have had sales 

tax shoot up. We have $600 million of revenue over and above our projections, not counting 

oil. Oil is in a separate fund. So what we are seeing is a booming economy; we are seeing job 

growth throughout out state. Again, I think the perception is that the bulk of it is from oil. Now 

having said that, there is no question in my mind that oil and energy have had a tremendous 

impact on our economy. Not only the oil tax has flown in, but people are paying higher income 

- tax and sales tax because of it. I would say, from my perspective, at the end of the day, we 

have $400-500 million in our oil fund; we have $600 million in our general fund that is not oil 

revenue. I think some of that oil revenue has impacted that, but again, I think our economy 

has been growing steadily over the past number of years. Oil really spiked this last two year 

period. 

Representative Weiler: I just wanted to address Representative Wrangham's question. As 

one of the sponsors of this bill, I think the intent was let's get some money back into the hands 

of people now; let's do it now. Constitutionally, I don't think Representative Wrangham's 

question-I think it can be very difficult to refund sales tax basis-very difficult to do-nearly 

impossible. Constitutionally to do it based on income tax is probably the simplest way to do it. 

That would probably be why we chose this route versus the sales tax. 

__ Representative Winrich: My comments are along the line of Representative Wrangham's, 

but perhaps a little more general. According to red book, North Dakota already ranks very low 
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• in terms of the income tax that is collected from citizens relative to personal income, as a 

percentage of personal income. It is one of the lowest ranking states in the country. We 

recently had a referendum on the ballot in which the citizens of ND rejected a major cut in 

income tax. I sense the feeling around the state that income taxes aren't disproportionate or 

unfair, that it is the property tax that needs to be addressed, perhaps the sales tax. Why the 

emphasis on income tax? 

Representative Berg: We will deal with property tax later. I would make a couple of points. 

My first point would be getting back to Representative Pinkerton, why is our state doing so 

well? It is doing so well because people's incomes are going up, there is more prosperity. Our 

rates haven't gone up; there is just more cash flow. You look at South Dakota, for example, 

with zero income tax and other states with zero income tax, certainly that is stimulating their 

- economy. The debate on what level our income tax level should be, that is a good debate to 

have. I share the same problem that was presented earlier. How do you refund sales tax? 

Should I as someone who goes out and buys a $50,000 piece of equipment, get my sales tax 

reimbursed or should we reimburse people who spend less? How do you redistribute sales 

tax? It is very difficult. I will address the measure now. I am not sure if anyone was aware of 

this, but I think Governor Hoeven was opposed to Measure 2. Obviously Governor Hoeven 

also believes we should reduce our income tax. I think the message that came from Measure 

2 quite frankly, and we all take a different message, the message I got from that was we trust 

our legislature, we trust the people we have elected, and we would like them to find the 

appropriate balance of taxes or, if we are going to refund taxes to taxpayers, we want them to 

do ii without strings attached. 

- Representative Winrich: We don't have direct experience in ND, but we certainly have 

experience in the country and in neighboring states with this kind of check to citizens. 
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• Minnesota did it eight or ten years ago under Governor Ventura, the national government has 

done this fairly recently, sent a check back to everyone. I think the general consensus is that it 

hasn't worked very well to stimulate the economy. People have paid existing debts or saved it 

rather than actually plowing it back into the economy. We are seeing a good deal of debate on 

the national scene right now about the economy being stimulated more vigorously and jobs 

being created better and so on by spending on infrastructure. Why not put $100 million into 

infrastructure improvements rather than checks back to the people? 

Representative Berg: I would say first of all, there is something substantially-you missed a 

few years here. Back in 2003 Minnesota was in the tank and part of it was because they sent 

out that $600 check and they cut tax rates. In 2004 and 2005, every state was flush. In 2003, 

North Dakota was one of four states in the black. The economy was going strong; every state 

• had money. Today there are only six states in the black and ND is still one of them. It is 

because we have taken a long-term approach at this, not simply how do we win some votes 

quickly? The difference between this and what Minnesota did and what Congress is doing is 

that this is cash. We are not borrowing from our children and grandchildren. This is cash and 

the cash is going to the people, quite frankly, that I think that are growing our economy-the 

people that are hiring people, expanding their business, people who are currently making 

money will receive more in return. What we have witnessed over the past five years is that 

they are not going out and buying boats and vacation homes and that kind of stuff. They are 

plowing it back into their ND employees and ND businesses so I think this is exactly what we 

want to do. The other point about infrastructure is the federal program is going to bring 

approximately $600 million to ND in three weeks, $600 million. That program is targeted on 

/J' -· infrastructure; it is targeted on shovel-ready projects. Quite frankly, I think we are going to 

have a government building boom like we have never, ever seen before. My problem with that 
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• is that government projects are not ready to go in 30 days; many of them take two years, four 

years, and five years so I don't think we are going to see that money injected into our economy 

creating jobs for quite some time. This particular thing is within our control; the concept of 

getting money back into the economy is proven to work. Otherwise people wouldn't do it. 

Representative Pinkerton: I guess the oil question is that a lot of that wealth was created by 

high oil prices that is in our coffers. The people who benefitted from that oil were very glad to 

have benefitted; but even in an area like mine right on the edge of the Bakken, the actual 

number of people that had leases, work for oil companies, that number is fairly small as a 

percentage; but everyone in my community paid $4 for gas and saw their natural gas bills go 

up. It is hard for me to think that the money that has come into our economy because of high 

oil prices shouldn't be distributed to those who really paid the price on it-those who used the 

• energy, the farmers who paid $4.50 a gallon for diesel. They have less money in their pockets 

because of it. I don't see how the distribution is matching where the money came from. How 

does your bill compare with the average North Dakotan who has $35,000 worth of income? 

How do they get back money as compared to the Governor's bill? Do you have those 

numbers for us? 

Representative Berg: I would say they would get it back basically the same. The difference 

is this bill gets it back to them now. The Governor's bill would get it back to them over the next 

three years. Clearly every political body wants to redistribute wealth. Quite frankly, if you want 

to look at the higher costs that farmers pay for diesel, as well as the higher commodity prices 

over the last two years and what the net income is. That is exactly what this bill does; this bill 

will reimburse based on net income. Mr. Farmer, if you, in fact, had higher income; this will 

~ - help you offset some of those higher costs. Again, I can't think of a more simple way to simply 

say, last year whoever paid, whatever you paid, we are going to give you a third back. 
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• Representative Froelich: This is a permanent tax cut. Would you be willing to have an 

amendment put on if let's say two years from now our economy is in the tank; it starts to go in 

the tank; and if our income revenue level is going to drop below a certain percent, that this 

would revert back to the present. 

Representative Berg: This is the legislature's bill once it is introduced. I think the legislature 

every two years will take a look at the balance. There is no statute that we cannot change 

going into ii. I have been involved in legislative assemblies that have increased income taxes, 

increased sales taxes. I have been involved with legislative assemblies that have reduced 

those. I think, from my perspective, rather than trying to think of all the possibilities and put it 

in a bill, we should just have the confidence that if we are in a bind, we will make changes to 

try and create stability in our state. 

- Representative Dosch: I have just come before you to voice my support for HB 1324. A 

couple of other points I would like to emphasize are that the importance of this bill is that it puts 

money in the ND taxpayer's hands now. As the Governor's bill would wait until July and later 

on, this puts it in the taxpayer's hands on May 1. If you talk to any economists out there, what 

is being said on the national level is it is pretty much agreed that these next two quarters are 

going to be critical quarters, the first and second quarters of 2009. If we are going to do 

something as a state and give some stimulus back, now is the time we need to be doing that. 

If we can enact this bill, get the money in the taxpayer's hands by May 1, hopefully it will help 

ND avert what the rest of the nation is facing right now. The other good thing about this bill is 

simply that it does put money back into the taxpayer's hands, rather than in another 

government entity that is looking at expanding their programs. This puts it back into the 

- taxpayer's hands. We have a surplus because too much money was collected. The bottom 
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• line was we collected too much money from the taxpayers in ND and we should be giving it 

back. That is what this bill does. Mr. Chairman, that concludes my testimony and I will answer 

any questions. 

ReprE!sentative Pinkerton: Do you know what percentage of this money will go to out-of­

state non-resident taxpayers? 

Representative Dosch: I do not know. 

Jeb Oehlke, North Dakota Chamber of Commerce: (Testimony 2). (31 :40) 

Representative Winrich: You said in your testimony that this rebate back to business owners 

and so on would primarily be reinvested in business. Is there any data that supports that? Do 

you have records from past experience that would show that to be the case? 

Jeb Oehlke: I do not have any hard documents. I can look for that type of information if you 

- wish; but I think, in general, if a business owner wants to grow their business, they use the 

resources available to them to do so. 

Chairman Belter: Further testimony in support of HB 1324? If not, is there any opposition to 

1324? 

Josh Askvig, North Dakota Education Association: (Testimony 3). (36:19) 

Representative Headland: I had a couple of bills I put in that would reduce taxation in ND 

and the NDEA opposed them as well. You opposed Measure No. 2 and No. 1. How much 

money did you spend fighting those two measures? 

Jeb Oehlke: I don't have those figures in front of me. I could find out and get them for you. 

Representative Weiler: You have two factors here as to why you oppose--balance and 

sustainability. This is the same dollar amount and it looks to me reading your testimony that 

- you are okay with the Governor's $400 million package because it is a more balanced 

approach; yet this $100 million in this bill is the same dollar amount in the Governor's $100 
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• million income tax relief. Obviously they are not going to both pass so I don't see, as far as 

sustainability goes, why you oppose it. It is the same dollar amount. I guess I don't agree with 

your argument about sustainability because $100 million is $100 million any way you look at it. 

Could you comment on that? 

Jeb Oehlke: You make a very good point. I would simply just state as Representative Berg 

stated earlier, that the tax relief proposal, the Governor's proposal, the reason I would argue it 

is more balanced is that does it over a two-year period, rather than a one-time basis. 

understand your argument about the $100 million. 

Chairman Belter: Any other opposition? Any neutral testimony on HB 1324. 

Donnita Wald, Legal Counsel of the Tax Commissioner's Office: We are not opposed or 

for this bill. We would just like the committee to consider the timeline that is built into this bill. 

- As you know, right now, we are processing 2008 income tax returns. This would have to go on 

top of it and processing begin immediately because the bill requires the checks be mailed out 

by May 1. If we could just get some consideration on the timeline involved in that, we can do 

it; we just need a little bit more time. That is really all I have to say. 

Representative Froseth: The refund system put in place when there was a million dollars 

appropriated for your department to administer that; it is pretty complicated and I can see 

where you need the funds and so forth, but this plan here wouldn't require-if the timeline was 

spread out-it wouldn't require any additional FTDs or anything, would it? 

Donnita Wald: The one thing it would need for sure is some money. It would require some 

computer programming. Because we are doing this right now on top of income tax filing 

season, I am assuming that we need some help with the timeline. Part of the thing even with 

------ the current filing season, it is amazing how many people will file their income tax returns, 

asking for an income tax refund who are gone two weeks later. I think, in order for this to work 
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- properly, we might have to make sure we have proper addresses and stuff like that; but to 

answer that question, maybe. 

Representative Headland: You certainly understand the importance of getting this money out 

as quickly as possible. I understand the Tax Department's dilemma. How much time do you 

need? How much more time would you need? 

Donnita Wald: I don't know. It took us about two months just to get the basics going on the 

property tax refund. I think at least a couple more months. You have the mailing of the checks 

going out by May 1. If you want to use money this biennium and the checks to be mailed by 

the end of the biennium, we maybe could do it. Again, we haven't really looked at that; we 

need more time. If we were going to do it the way it is written now, we should have started 

yesterday. 

- Representative Pinkerton: I am just thinking that this is a refund on tax year 2007 and so 

state tax is a deductible item on your federal tax, isn't that correct? 

Donnita Wald: If you itemize. 

Representative Pinkerton: How would this be, say in my situation, we deduct the state tax 

from our federal tax in 2007, and now we get it back, that would be taxable income, wouldn't 

it? How would that be handled? 

Donnita Wald: It is not that simple. There are a varying number of rules for that. You 

wouldn't necessarily have to file amended returns. If you had to add it back, you would do 

that in the year you received the money back. You wouldn't have to go back and file an 

amended return, just claim it as taxable income in the year you received that benefit. It is 

called the tax benefit rule that the IRS looks at; but again, that would be only if you itemized. 

- Representative Pinkerton: 

income? 

So if you didn't itemize, would you have to claim it as taxable 
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• Donnita Wald: No. 

Representative Winrich: Dee, in looking over the changes to the income tax reduction, there 

are changes in the bracket boundaries, as well as rate reductions. It is a little difficult at first 

glance to get a sense of how much of a reduction there actually is. Has the Tax Department 

done any kind of an analysis of that? Is the rate reduction consistent across the brackets? 

Donnita Wald: It is 42 basis points across the board; a .42% reduction across the board is 

what it ends up. 

Representative Winrich: So every tax bracket is reduced by .42%? 

Donnita Wald: The tax rate in that bracket and those are the 2009 brackets. 

Representative Winrich: So .42% is subtracted from the tax rate; it is not a percentage of 

how big the tax rate is . 

• Donnita Wald: 42 basis points. 

• 

Chairman Belter: Any other questions? Any other neutral testimony? If not, we will close the 

hearing on HB 1324 . 
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Vice Chairman Drovdal: This was Bird's bill on income tax reduction which would result in 

$100 million income tax reduction this year and reduce the rates down the road $100 million in 

2009 and on. I don't think anybody requested any amendments. We have 1324 in front of us. 

Representative Grande: I move a "do not pass" . 

• Representative Froseth: Wouldn't this have a doubling effect if you are going to return $100 

million on May 1 and then offer $50 million each year of the next biennium, which would be 

another $100 million? Instead of a $100 million fiscal note, it should have a $200 million fiscal 

note, should it not? 

Vice Chairman Drovdal: We have a $100 million fiscal note out of the permanent oil trust 

fund if I remember correctly, and $100 million out of the next biennium's budget. 

Representative Froseth: That's not the point here. In Section 3, the effective date is 

December 31, 2010. Section 1 is declared an emergency, which calls for a $100 million return 

to taxpayers immediately and $50 million for each year in the biennium. That is basically $200 

million in the next biennium. 

Vice Chairman Drovdal: That is correct. We do have HB 1279 on which we are 

- waiting for an amendment. That is also an income tax bill. We have a "do not pass" 
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from Representative Froseth and a second from Representative Pinkerton. Any 

further discussion? A roll call vote on a "do not pass" motion on HB 1324 resulted in 

10 yeas, 3 nays, and O absent/not voting. Representative Kelsh will carry the bill . 
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Chairman Belter: We have a motion to reconsider from Representative Drovdal and a 

second from Representative Weiler to reconsider our actions for a "do not pass" on 1324. Any 

discussion. The motion to reconsider passed by a voice vote. We have HB 1324 before 

us . 

• Representative Weiler: Just to refresh the committee's memory, HB 1324 is a stimulus bill. 

When the Governor came out with his $100 million income tax cut, this bill was put together by 

Representative Bird. The idea was to take that $100 million in the budget and instead of just 

decreasing tax rates like the Governor would like to do, on May 1 it sends out $100 million to 

the taxpayers of North Dakota based on their income tax. I believe it works out to something 

like a 30% amount. If you pay $4,500 in state income tax, you are going to get a check for 

roughly $1,400. That's what the original bills does, plus the original bill, starting in the 2011-

2013 biennium, decreases the tax rates (which is the same thing the Governor's tax bill did) 

but it delays the decrease of tax rates for a biennium. This bill starts the decrease in tax rates 

for the biennium 2011-2013; but for this current biennium (2009-2011) instead of decreasing 

the tax rates, we are just going to send out $100 million. The amendments are simply to 

- change the income tax rates. The original bill had the tax rates on a .42 basis on each tax 
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bracket, meaning there was a much larger tax break for the lowest tax bracket and a very 

small break for the upper tax bracket. This amendment simply puts it at about 13% reduction 

for each tax bracket, which is what I believe is more fair and equitable to give everybody the 

same tax break. With that for the purpose of discussion, I will move the amendments. 

Chairman Belter: We have a motion from Representative Weiler and a second from 

Representative Drovdal to move the .0101 amendments. Any discussion. 

Representative Pinkerton: At the lowest bracket, those under $56,000 would only get .29%. 

You equalized it both up and down. Is that correct. 

Representative Weiler: I believe there are five tax brackets. Each tax bracket under this 

amendment is going to get a 13% reduction in its tax rate which is equal across the board. 

How that differs from the way the bill came to us is that each tax bracket was reduced by a .42 

basis. It was a .42 on each tax bracket, but a .42 off of the upper tax bracket is about a 7% 

- decrease in their tax rate and a .42 basis on the lower tax bracket is about a 20% decrease in 

their tax rates. This treats all the taxpayers equal across the board. 

Representative Pinkerton: So this is more of a flat rate tax? 

Representative Weiler: I don't think I would look at it as moving towards a flat tax. It is just 

that for me who would be in the lower tax bracket, I would get a13% reduction of my taxes. 

For you in the upper tax bracket, you get as 13% reduction. If we don't adopt these 

amendments, I in the lower tax bracket get a 20% reduction in my taxes. You get a 7% in your 

taxes. I don't believe that is fair. I think what I stated is true. 

Representative Pinkerton: You are essentially proposing a progressive tax bracket where 

those who make less like you and those who make more like me have a different tax rate. 

Rather than that angle being so steep and the people in the top paying so much, you would 

.decrease it so there is less of an angle on that graph. 
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Representative Weiler: All the tax brackets drop the same percentage. Under the 

Governor's plan, it went like this. The bottom bracket got a bigger tax break and the upper 

bracket got a very small tax break so the upper bracket that used to pay 80% of the taxes is 

now paying 85% of the taxes even though they are paying a little bit less in money, 

percentagewise they are paying more of the total tax to the state. This makes it go like this; it 

is even across the board. I don't know if that analogy helps, but it did make sense to me. 

Representative Froseth: I just want to point out that the analysis is not quite as simple as 

Representative Weiler is portraying here because anyone who is the top bracket is also paying 

tax on the lower brackets as you work your way up the schedule. They also enjoy the benefit 

of a 20% tax cut on the first whatever of their income. What you have to do is look at the 

overall tax bill and that is kind of a spreadsheet exercise which is not as simple as what you 

are saying. You cannot assert that this is an even tax cut for everybody . 

• Representative Weiler: The people in the upper tax bracket pay the lowest, the second 

lowest, the third and fourth. They pay all of them and this just makes it equal across the board. 

Representative Froseth: Depending on what you call equal. 

Chairman Belter: Any more discussion on the amendments? The motion to approve the 

amendments carried. We have HB 1324 before us. Committee, what are our wishes? We 

have a motion for a "do pass" as amended from Representative Grande and a second from 

Representative Brandenburg. Any discussion? 

Representative Drovdal: The first time I supported the "do not pass". Since that time, we 

have had a new revenue forecast come in. I expected it to be lower than it was. If that is the 

case, we can certainly share the revenue with the people of North Dakota. I am going to 

change my vote to "do pass" . 

• Representative Kelsh: Can you tell me what the revenue picture is with that amended? 
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Representative Weiler: It doesn't change anything. It is revenue neutral. It still is going to be 

a $100 million reduction in revenues in the 2011-2013 biennium. 

Representative Drovdal: This is $100 million right away so there is a $100 million hit to the 

budget. There isn't any other $100 million reduction that was in the Governor's budget so it is 

a $100 million hit. 

Representative Weiler: That is true; however, the $100 million is already in the Governor's 

budget. 

Representative Drovdal: The Governor's budget is $12,079 and that had $100 million 

reduction in revenue starting with the next tax period. This has that part in it, but it also has 

$100 million being sent out immediately so there is a $100 million hit on the general fund too, 

what is commonly referred to as general but is the permanent oil gas trust fund. 

Representative Weiler: The $100 million that will go out on the 81 st legislative day, May 1, 

• comes from the permanent oil trust fund. The $100 million that is in the Governor's budget for 

$100 million tax relief came from the general fund so if we do not do that, the tax really is $100 

million appropriation from other funds, which is the $100 million May 1 from the not so 

permanent oil trust fund. The expenditures are in the 2009-2011 biennium and that money is 

coming from the oil trust fund. In 2009-2011 there is no effect on the general fund with this bill. 

The Governor's bill has an effect in 2009-2011. This actually saves the state $100 million. 

Representative Drovdal: What you are saying is true now I look at both of them. This give 

out $100 million instantly and it doesn't go into effect in the 2009 taxes or the 2010 taxes. The 

13% reduction does not kick in until 2011 so the Governor's budget kicks in starting this year. 

Representative Froelich: Just a point of clarification. I realize we are getting the $100 million 

out of the oil trust fund. Mr. Chairman, if we enact this law, doesn't it reduce $100 million every 

.year then? There is no sunset clause, is there? 
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Representative Weiler: That is true. Starting in 2011-2013, it is $100 million reduction to 

general fund revenues because of the tax rates being reduced each biennium going forward. 

Obviously any legislative session could come in and raise them back up; but at this point, this 

is a reduction in each tax bracket starting in 2011 so it is $100 million going forward each 

biennium as it stands. 

Representative Kelsh: I am going to oppose this motion simply because I think that people 

on the bottom will notice a .42 reduction much more than the people in the top bracket. You 

can debate whether a rebate is a good idea. I think a lot of people would rather see a 

reduction in property taxes. The election last fall didn't give much horsepower to an income 

tax cut. I think people are looking for property tax relief. 

Representative Winrich: Just a comment basically in agreement with Representative Kelsh. 

This is not the part of the tax system that needs reform. We have heard a lot about tax reform 

• as opposed to tax relief in the debates here. We need some reform, but this is not it. 

Representative Grande: I think we are hearing especially from the national level that 

stimulus is the way to go and I think we need to get money in the hands of the people and 

allow our smaller employers to hire people for jobs and help take care of the economy. As far 

as property taxes, we have over $300 million sitting in the Senate to deal with that issue. This 

is above and beyond that. 

Representative Schmidt: I just took a poll in my mind of the people back home and they 

have said, if you have extra money when it is all done, after you give us property tax relief, 

then you can give us some money back on our income taxes. They don't complain about 

income taxes, it is always property taxes. They will be glad to get this, but I am not so sure we 

have taken care of property taxes. We have got some bills there, but they would be awful 

• happy if we gave them $100 million property tax relief right away. 
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Representative Weiler: We do not have the property tax bill; it's in the Senate. When it 

comes over, it will be in this committee and we will address it at that time. The Governor's plan 

was for $100 million in income tax relief and we are just adjusting that a little bit. 

Chairman Belter: A motion has been called for "do pass as amended on HB 1324". A roll 

call vote resulted in 8 ayes, 5 nays, 0 absent. Representative Froseth will carry the bill. 

Rerefer to appropriations . 



FISCAL NOTE 
Requested by Legislative Council 

05/01/2009 

• Amendment to: Reengrossed 
HB 1324 

-

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to 
~ d" I un ma levels and annrooriations anticioated under current aw. 

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium 
General Other Funds General Other Funds General Other Funds 

Fund Fund Fund 
Revenues 
Expenditures 
Appropriations 

1B. Countv, citv, and school district fiscal effect: Identify the fiscal effect on the aooropriate political subdivision. 
2007 -2009 Biennium 2009-2011 Biennium 2011-2013 Biennium 

School School School 
Counties Cities Districts Counties Cities Districts Counties Cities Districts 

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the 
provisions having fiscal impact (limited to 300 characters). 

HB 1324 2nd Engr with Conference Committee Amendments repeals the state's optional filing method (Form ND-2) 
and replaces it with a new simplified filing method to be available to taxpayers that do not have tax deductions or 
credits. 

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which 
have fiscal impact. Include any assumptions and comments relevant to the analysis. 

The repeal of existing Form ND-2 is expected to result in a small shift in revenues ranging from+/- $100,000 for the 
2009-11 biennium. (Note: 2007 tax liabilities on Form ND-2 returns totaled only $907,000. Tax liabilities on 2007 
Form ND-1 returns totaled $288.3 million.) 

The ND-1 rate reductions enacted as part of SB 2199 help mitigate any tax increases that might occur to those ND-2 
filers that might be hurt by the repeal. Many ND-2 filers will benefit by the repeal because they are filing ND-2 in error. 

The provisions authorizing a new simplified filing method for taxpayers with no tax deductions or tax credits is not 
expected to affect revenues. The tax rates and brackets in place for this new simplified filing method are the same as 
for the more detailed and lengthy existing filing method, Form ND-1. If this bill is enacted, the rate reductions in SB 
2199 will apply to ND-1 and to the new simple form provided for in this bill. 

Section 31 addresses the hold-harmless intent for schools receiving a portion of gross production tax revenues. The 
additional revenue provided to oil producing counties, cities and school districts in HB 1304 intended to keep the 
schools receiving the exact amount they would receive under current law. Section 31 corrects a problem in HB 1304 
and assures the schools are kept whole. There is no net change in total revenues distributed in HB 1304 because of 
the correction in this bill. 

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please: 
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and 

fund affected and any amounts included in the executive budget. 

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



• 

• 

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency 
· and fund affected. Explain the relationship between the amounts shown for expenditures and 

appropriations. Indicate whether the appropriation is also included in the executive budget or relates to a 
continuing appropriation. 

Name: Kathryn L. Strombeck gency: Office of Tax Commissioner 
Phone Number: 328-3402 0510112009 



FISCAL NOTE 
Requested by Legislative Council 

04/07/2009 

• Amendment to: Reengrossed 
HB 1324 

• 

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

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium 
General Other Funds General Other Funds General Other Funds 

Fund Fund Fund 
Revenues ($57,000,000 ($57,000,000) 

Expenditures 
Appropriations 

18. Countv, citv, and school district fiscal effect: ldentifv the fiscal effect on the annrooriate oolitical subdivision. 
2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium 

School School School 
Counties Cities Districts Counties Cities Districts Counties Cities Districts 

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the 
provisions having fiscal impact (limited to 300 characters). 

HB 1324 2nd Engr with Senate Amendments reduces individual income tax rates beginning with the tax year 2010. It 
also repeals the state's optional filing method (Form ND-2) and replaces it with a new simplified filing method to be 
available to taxpayers that do not have tax deductions or credits. 

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which 
have fiscal impact. Include any assumptions and comments relevant to the analysis. 

The rate reduction provisions of the bill are expected to reduce state general fund revenues by an estimated $57 
million per year. The rate reductions are effective for tax years 2010 and 2011. 

The repeal of existing Form ND-2 is expected to result in a small shift in revenues ranging from+/- $100,000 for the 
2009-11 biennium. (Note: 2007 tax liabilities on Form ND-2 returns totaled only $907,000. Tax liabilities on 2007 
Form ND-1 returns totaled $288.3 million.) 

The provisions authorizing a new simplified filing method for taxpayers with no tax deductions or tax credits is not 
expected to affect revenues. The tax rates and brackets in place for this new simplified filing method are the same as 
for the more detailed and lengthy existing filing method, Form ND-1. 

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please: 
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and 

fund affected and any amounts included in the executive budget. 

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

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency 
and fund affected. Explain the relationship between the amounts shown for expenditures and 
appropriations. Indicate whether the appropriation is also included in the executive budget or relates to a 
continuing appropriation. 
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Kathryn L. Strombeck gency: Office of Tax Commissioner . 
328-3402 04/07/2009 
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FISCAL NOTE 
Requested by Legislative Council 

03/19/2009 

• Amendment to: Reengrossed 
HB 1324 

1 A State fiscal effect; Identify the state fiscal effect and the fiscal effect on agency appropriations compared to 
~ d' I un ma evels and annrooriations anticioated under current law. 

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium 
General Other Funds General Other Funds General Other Funds 

Fund Fund Fund 
Revenues ($57,000,000 ($114,000,000 

Expenditures 
Appropriations 

18. Countv, citv, and school district fiscal effect; Identify the fiscal effect on the aooropriate political subdivision. 
2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium 

School School School 
Counties Cities Districts Counties Cities Districts Counties Cities Districts 

2A. Bill and fiscal impact summary; Provide a brief summary of the measure, including description of the 
provisions having fiscal impact (limited to 300 characters). 

HB 1324 2nd Engr with Senate Amendments reduces individual income tax rates beginning with the tax year 2010. It 
also repeals the state's optional filing method (Form ND-2) and replaces it with a new simplified filing method to be 
available to taxpayers that do not have tax deductions or credits. 

B. Fiscal impact sections; Identify and provide a brief description of the sections of the measure which 
have fiscal impact. Include any assumptions and comments relevant to the analysis. 

The rate reduction provisions of the bill are expected to reduce state general fund revenues by an estimated $57 
million per year. The rate reductions are effective beginning with tax year 2010, reducing revenues beginning with the 
second year of the 2009-11 biennium. 

The repeal of existing Form ND-2 is expected to result in a small shift in revenues ranging from+/- $100,000 for the 
2009-11 biennium. (Note: 2007 tax liabilities on Form ND-2 returns totaled only $907,000. Tax liabilities on 2007 
Form ND-1 returns totaled $288.3 million.) 

The provisions authorizing a new simplified filing method for taxpayers with no tax deductions or tax credits is not 
expected to affect revenues. The tax rates and brackets in place for this new simplified filing method are the same as 
for the more detailed and lengthy existing filing method, Form ND-1. 

3. State fiscal effect detail; For information shown under state fiscal effect in 1A, please: 
A. Revenues; Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and 

fund affected and any amounts included in the executive budget. 

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

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency 
and fund affected. Explain the relationship between the amounts shown for expenditures and 
appropriations. Indicate whether the appropriation is also included in the executive budget or relates to a 



continuing appropriation . 

• Name: Kathryn L. Strombeck gency: Office of Tax Commissioner 
Phone Number: 328-3402 Date Prepared: 03/23/2009 



• Amendment to: HB 1324 

FISCAL NOTE 
Requested by Legislative Council 

02/20/2009 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to 
~ d" I I d un mo eves an annrooriations anticioated under current law. 

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium 
General Other Funds General Other Funds General Other Funds 

Fund Fund Fund 
Revenues ($100,000,000 

Expenditures $100,000,00( 

Appropriations $100,000,00( 

1B C t ·1 oun1v, c11v, an SC 00 ,strict d h Id" 1sca e t· I ff ect: f ldentirv the ,seal effect on the annrooriate oolitical subdivision. 
2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium 

School School School 
Counties Cities Districts Counties Cities Districts Counties Cities Districts 

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the 
provisions having fiscal impact (limited to 300 characters). 

HB 1324 Second Engrossment authorizes economic stimulus payments totaling $100 million to be allocated based on 
the individual income tax liability of taxpayers filing 2007 state income tax returns. The bill also reduces individual 
income tax rates in the 2011-13 biennium. 

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which 
have fiscal impact. Include any assumptions and comments relevant to the analysis. 

Section 1 authorizes the issuance of economic stimulus payments totaling $100 million, to be issued before or on May 
1, 2009. The bill appropriates $100 million from the permanent oil tax trust fund for this purpose. The emergency 
clause contained in the first engrossment is not part of the second engrossment. Without the emergency clause, the 
issuance of the stimulus payments may be required to be delayed until the 2009-11 biennium. 

Section 2 establishes reduced individual income tax rates beginning with tax year 2011. The rate reduction provisions 
are expected to reduce state general fund revenues by approximately $100 million (plus a growth factor currently 
unestimated) in the 2011-13 biennium. 

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please: 
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and 

fund affected and any amounts included in the executive budget. 

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

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency 
and fund affected. Explain the relationship between the amounts shown for expenditures and 
appropriations. Indicate whether the appropriation is also included in the executive budget or relates to a 
continuing appropriation. 
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FISCAL NOTE 
Requested by Legislative Council 

02/16/2009 

Amendment to: HB 1324 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to 
~ d' I un ina evels and annrooriations anticioated under current law. 

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium 
General Other Funds General Other Funds General Other Funds 

Fund Fund Fund 
Revenues ($100,000,000 

Expenditures $100,000,00( 

Appropriations $100,000,00C 

1 B County, city, and school district fiscal effect: Identify the fiscal effect on the aooropriate political subdivision. 
2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium 

School School School 
Counties Cities Districts Counties Cities Districts Counties Cities Districts 

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the 
provisions having fiscal impact (limited to 300 characters). 

Engrossed HB 1324 authorizes economic stimulus payments totaling $100 million to be allocated based on the 
individual income tax liability of taxpayers filing 2007 state income tax returns. The bill also reduces individual income 
tax rates in the 2011-13 biennium. 

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which 
have fiscal impact. Include any assumptions and comments relevant to the analysis. 

Section 1 authorizes the issuance of economic stimulus payments totaling $100 million, to be issued before or on May 
1, 2009. The bill appropriates $100 million from the permanent oil tax trust fund for this purpose. 

Section 2 establishes reduced individual income tax rates beginning with tax year 2011. The rate reduction provisions 
are expected to reduce state general fund revenues by approximately $100 million (plus a grow1h factor currently 
unestimated) in the 2011-13 biennium. 

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please: 
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and 

fund affected and any amounts included in the executive budget. 

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

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency 
and fund affected. Explain the relationship between the amounts shown for expenditures and 
appropriations. Indicate whether the appropriation is also included in the executive budget or relates to a 
continuing appropriation . 

Name: 
Phone Number: 

Kathryn L. Strom beck 
328-3402 

gency: Office of Tax Commissioner 

Date Prepared: 02116/2009 
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FISCAL NOTE 
Requested by Legislative Council 

01/13/2009 

Bill/Resolution No.: HB 1324 

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

2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium 
General Other Funds General Other Funds General Other Funds 

Fund Fund Fund 
Revenues ($100,000,000) 

Expenditures $100,000,000 

Appropriations $100,000,00( 

1B. Countv, citv, and school district fiscal effect: ldentifv the fiscal effect on the annrooriate oolitical subdivision. 
2007-2009 Biennium 2009-2011 Biennium 2011-2013 Biennium 

School School School 
Counties Cities Districts Counties Cities Districts Counties Cities Districts 

2A. Bill and fiscal impact summary: Provide a brief summary of the measure, including description of the 
provisions having fiscal impact (limited to 300 characters). 

HB 1324 authorizes economic stimulus payments totaling $100 million to be allocated based on the individual income 
tax liability of taxpayers filing 2007 state income tax returns. The bill also reduces individual income tax rates in the 
2011-13 biennium . 

B. Fiscal impact sections: Identify and provide a brief description of the sections of the measure which 
have fiscal impact. Include any assumptions and comments relevant to the analysis. 

Section 1 authorizes the issuance of economic stimulus payments totaling $100 million, to be issued before or on May 
1, 2009. The bill appropriates $100 million from the permanent oil tax trust fund for this purpose. 

Section 2 establishes reduced individual income tax rates beginning with tax year 2011. The rate reduction provisions 
are expected to reduce state general fund revenues by approximately $100 million (plus a growth factor currently 
unestimated) in the 2011-13 biennium. 

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please: 
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and 

fund affected and any amounts included in the executive budget. 

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

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency 
and fund affected. Explain the relationship between the amounts shown for expenditures and 
appropriations. Indicate whether the appropriation is also included in the executive budget or relates to a 
continuing appropriation . 

Name: Kathryn L. Strombeck gency: Office of Tax Commissioner 
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Roll Call Vote #: 

2009 HOUSE STANDING COMMITTEE ROLL CALL VOTES 
BILURESOLUTION NO. l=,?-i 

House FINANCE AND TAXATION 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken Ooo Pass [E)Do Not Pass □ Amended 

Committee 

Motion Made By __ h_,_o..,_------'t--_i:-_____ Seconded By P: "-I?-~,.+-~ 

Reoresentatlves Yes No Reoresentatlves Yes No 
Chairman Weslev R. Belter - Reoresentative Froelich ./ 

Vice Chairman David Drovdal . _,/ 
Reoresentative Kelsh _,/ 

Reoresentative Brandenbura 

---------
Reoresentative Pinkerton -Reoresentative Froseth ,,---- Reoresentative Schmidt .,.,,,---

Reoresentative Grande 
-----

Reoresentative Winrich _,,/ 

Reoresentative Headland 
-----Reoresentative Weiler .,.,,,---

Reoresentative Wranaham / 

Total 

Absent 

(Yes) ____ I ..:..D _____ No ------==3=------------

0 

Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 
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REPORT OF STANDING COMMITTEE (410) 
February 5, 2009 11 :33 a.m. 

REPORT OF STANDING COMMITTEE 

Module No: HR-22-1750 
Carrier: S. Kelsh 

Insert LC: . Title: . 

HB 1324: Finance and Taxation Committee (Rep. Belter, Chairman) recommends DO 
NOT PASS (10 YEAS, 3 NAYS, 0 ABSENT AND NOT VOTING). HB 1324 was placed 
on the Eleventh order on the calendar . 

(2) DESK, (3) COMM Page No. 1 HR-22-1750 



I Date: __ .;)_/_.,_/_.,_~ _____ _ 

Roll Call Vote #: 

2009 HOUSE STANDING COMMITTEE ROLL CALL VOTES 
BILURESOLUTION NO. I '"3::'/ 

House FINANCE AND TAXATION Committee 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken □Do Pass 0Do Not Pass □ Amended 

Motion Made By ---:i:).,...,.,~ Seconded By 

Representatives Yea No Reoresentatlvaa Yea No 
Chairman Weslev R. Belter Reoresentative Froelich 
Vice Chairman David Drovdal ReDresentallve Kelsh 
ReDresentative Brandenbum ReDresentatlve Pinkerton 
ReDresentative Froseth Reoresentatlve Schmidt 
ReDresentative Grande Reoresentative Winrich 
Reoresentatlve Headland 
ReDresentative Weiler 
ReDresentative Wranaham 

Total 

Absent 

(Yes) __________ No _____________ _ 

Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 
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90715.0101 
Title.0200 

Prepared by the Legislative Council staff for ~ ~ c 
Representative Weiler , 

1
1 ID 

February 10, 2009 ,9.L 
I °3 'J.-

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1324 

Page 2, replace lines 8 through 30 with: 

"a. Single, other than head of household or surviving spouse. 
If North Dakota taxable income is: The tax is equal to: 
Not over $27,0eO $33,950 24-G% 1.81 % 
Over $27,0eO $33,950 but not $068.06$614.50 plus a.02% 3.38% 
over $6e,e!i0 $82,250 of amount over $27,0eO $33,950 
Over $6§,e§O $82,250 but not $2,077.20 $2,247.04 plus 4.a4% 3.75% 
over $1aS,7eO $171,550 of amount over $6e,ee0 $82,250 
Over $1a6,7§0 $171,550 but not $§,167.aa $5,595.79 plus e.04% 1.35% 
over $207,aeo $372,950 of amount over $1 aS,7§0 $171,550 
Over $207,aeo $372,950 $1a,261.!i7 $14,356.69 plus §.§4% 1.78% 

of amount over $207,a!iO $372,950 

b. Married filing jointly and surviving spouse. 
If North Dakota taxable income is: The tax is equal to: 
Not over $4§,200 $56,750 2.10% 1.81% 
Over $4§,200 $56,750 but not $949.20 $1,027.18 plus a.92% 3.38% 
over $109,2§0 $137,050 of amount over $4§,200 $56,750 
Over $100,2§0 $137,050 but not $a,4e9.96 $3,741.32 plus 4.a4% 3.75% 
over $166,!iOO $208,850 of amount over $109,2§0 $137,050 
Over $166,!iOO $208,850 but not $§,941.61 $6,433.82 plus !i.04% 4.35% 
over $297,aeo $372,950 of amount over $166,eOO $208,850 
Over $207,aeo $372,950 $12,ea9.4e $13,572.17 plus e.!i4% 1.78% 

of amount over $297,aeo $372.950 

c. Married filing separately. 
If North Dakota taxable income is: The tax is equal to: 
Not over $22,600 $28,375 24-G% 1.81% 
Over $22,600 $28,375 but not $474.60 $513.59 plu3 a.92% 3.38% 
over $04,62§ $68,525 of amount over $22,600 $28,375 
Over $e4 ,62e $68,525 but not $1,729.98 $1,870.66 plus 4 .a4% 3.75% 
over $8a,2!i0 $104,425 of amount over $e4,62e $68,525 
Over $8a,2!i0 $104,425 but not $2,072.a1 $3,216.91 plus e.04% 4.35% 
over $148,67§ $186,475 of amount over $8a,2e0 $104,425 
Over $148,67§ $186,475 $6,269.7a $6,786.08 plus e.§4% 4.78% 

of amount over $1, 48,67§ $186,475 

d. Head of household. 
If North Dakota taxable income is: 
Not over $a6,2!i0 $45,500 
Over $86,2§0 $45,500 but not 
over $98,6§0 $117,450 
Over $98,6§0 $117,450 but not 
over $1 !i1 ,Seo $190,200 
Over $1§1,6§0 $190,200 but not 
over $297,8§0 $372,950 
Over $207,as0 $372,950 

e. Estates and trusts. 

The tax is equal to: 
2.10% 1.81% 
$761.2§ $823.55 plus~ 3.38% 
of amount over $86,2§0 $45,500 
$8,011.88 $3,255.46 plus 4.84% 3.75% 
of amount over $98,6§0 $117,450 
$6,e28.!ia $5,983.59 plus 6.04% 4.35% 
of amount over $1 §1 ,6§0 $190,200 
$12,871.81 $13,933.21 plus 6.64% 4.78% 
of amount over $297,aeo $372,950 

Page No. 1 90715.0101 
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If North Dakota taxable income is: The tax is equal to: 
.H-G%1.81% Not over $1,899 $2.300 

Over $1,899 $2,300 but not 
over $4,269 $5,350 
Over $4,269 $5,350 but not 
over $S,e99 $8,200 
Over $6 ,e99 $8,200 but not 
over $8,999 $11. 150 
Over $8,999 $11.150 

Page 3, remove lines 1 through 30 

Page 4, remove lines 1 and 2 

Renumber accordingly 

$:37.89 $41.63 plus a.92% 3.38% 
of amount over $1,899 $2,300 
$1:3:3.84 $144.72 plus 4.:34% 3.75% 
of amount over $4 ,2§9 $5,350 
$2:31.49 $251.60 plus e.94% 4.35% 
of amount over $6,699 $8,200 
$:3§2.46 $379.92 plus §.§4% 1.78% 
of amount over $8,999 $11 .150" 

Page No. 2 90715.0101 
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Date: -----------
Roll Call Vote#: _,:?:=::::. __ _ 

2009 HOUSE STANDING COMMITTEE ROLi- CALL VOTES 
BILURESOLUTION NO. --'~-~-'---

House FINANCE AND TAXATION 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken Ooo Pass Ooo Not Pass 

1 t, I 

□ Amended 

Committee 

Motion Made By l..J~ Seconded By 1::) ~ ----------
Representatives Yea No Representatives Yea No 

Chairman Wealev R. Belter Reareaentatlve Froelich 
Vice Chairman David Drovdal Reareaentatlve Kelah 
Reareaentatlve Brandenbum Reareaentatlve Pinkerton 
Reoreaentatlve Froaeth Representative Schmidt 
Representative Grande Reoreaentative Winrich 
Reoreaentative Headland 
Reoreaentative Weiler 
Representative Wranoham 

Total 

Absent 

(Yes) __________ No _____________ _ 

Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 
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Roll Call Vote #: 

2009 HOUSE STANDING COMMITTEE ROLL CALL VOTES 
BILURESOLUTION NO. 12 ::>-'I 

House FINANCE AND TAXATION 

D Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken WoPass Ooo Not Pass Ga Amended 

Motion Made By Seconded By ----------
Representatives Yes No Representatives 

Chairman Weslev R. Belter ./ Recresentative Froelich 
Vice Chairman David Drovdal ___,,. Representative Kelsh 
Recresentative Brandenbum - Reoresentatlve Pinkerton 
Reoresentatlve Froseth / Representative Schmidt 
Representative Grande ./ Representative Winrich 
Representative Headland ----Reoresentative Weiler .,,,,,-
Representative Wrangham / 

Committee 

Yes No 
,/ 

_/ -/ 
/ 

Total 

Absent 

(Yes) ____ '¥ ______ No __ s __________ _ 

Floor Assignment 

If the vote is on an amendment, briefly indicate intent: 
~~ .,. ,._ L ~ .,.. -h, 

"--trro(lr",o..t-i ..... J 
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REPORT OF STANDING COMMITTEE (410) 
February 12, 2009 11 :08 a.m. 

Module No: HR-27-2497 
Carrier: Froseth 

Insert LC: 90715.0101 Title: .0200 

REPORT OF STANDING COMMITTEE 
HB 1324: Finance and Taxation Committee (Rep. Belter, Chairman) recommends 

AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS and 
BE REREFERRED to the Appropriations Committee (8 YEAS, 5 NAYS, 0 ABSENT 
AND NOT VOTING). HB 1324 was placed on the Sixth order on the calendar. 

Page 2, replace lines 8 through 30 with: 

"a. Single, other than head of household or surviving spouse. 
If North Dakota taxable income is: The tax is equal to: 
Not over $27,060 $33,950 2,fQ% 1.81% 
Over $27,060 $33,950 but not $668.06 $614.50 plus 3.92% 3.38% 
over $66,e§0 $82,250 of amount over $27,060 $33,950 
Over $6§,§§0 $82,250 but not $2,077.2§ $2,247.04 pluo 1.31% 3.75% 
over $136,760 $171,550 of amount over $6§,§§0 $82,250 
Over $136,7§0 $171,550 but not $§,167.33 $5,595.79 pluo 6.01~b 4.35% 
over $297,360 $372,950 of amount over $136,7§0 $171,550 
Over $297,3§0 $372,950 $13,261.67 $14,356.69 plus §.61% 1.78% 

of amount over $207,360 $372,950 

b. Married filing jointly and surviving spouse. 
If North Dakota taxable income is: The tax is equal to: 
Not over $16,200 $56,750 ~ 1.81% 
Over $1§,200 $56,750 but not $919.20 $1,027.18 plus 3.92% 3.38% 
over $109,260 $137,050 of amount over $1§,200 $56,750 
Over $109,2§0 $137,050 but not $3,1§0.96 $3,741.32 plu!l 1.31% 3.75% 
over $166,§00 $208,850 of amount over $109,2§0 $137,050 
Over $166,600 $208,850 but not $6,911.61 $6,433.82 pluo 6.01% 4.35% 
over $297,360 $372,950 of amount over $166,§00 $208,850 
Over $297,360 $372,950 $12,639.16 $13,572.17 plus e.§1% 1.78% 

of amount over $297,360 $372,950 

c. Married filing separately. 
If North Dakota taxable income is: The tax is equal to: 
Not over $22,600 $28,375 2,fQ% 1.81% 
Over $22,600 $28,375 but not $171.SO $513.59 plus 3.92% 3.38% 
over $61,626 $68,525 of amount over $22,600 $28,375 
Over $61,626 $68,525 but not $1,720.98 $1,870.66 pluo 1.31% 3.75% 
over $83,260 $104,425 of amount over $61,626 $68.525 
Over $83,260 $104,425 but not $2,972.31 $3,216.91 pluo 6.01% 4.35% 
over $118,676 $186,475 of amount over $83,260 $104,425 
Over $118,67§ $186,475 $6,269.73 $6,786.08 plus 6.§1% 4.78% 

of amount over $118,67§ $186,475 

d. Head of household. 
If North Dakota taxable income is: 
Not over $36,260 $45,500 
Over $36,260 $45,500 but not 
over $03,660 $117,450 
Over $93,660 $117,450 but not 
over $161,660 $190,200 
Over $1 §1,6§0 $190,200 but not 
over $297,360 $372.950 
Over $297,360 $372,950 

e. Estates and trusts. 

The tax is equal to: 
2'+G% 1.81% 
$761.2§$823.55 plus 3.02% 3.38% 
of amount over $36,260 $45,500 
$3,011.33 $3,255.46 plus 1.31% 3.75% 
of amount over $03,660 $117,450 
$6,628.63 $5,983.59 plus 6.01% 4.35% 
of amount over $161,660 $190,200 
$12,871.81 $13,933.21 plus 6.61% 1.78% 
of amount over $297,3§0 $372,950 

(2) DESK, (3) COMM Page No. HR-27-2497 
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February 12, 2009 11 :08 a.m. 

If North Dakota taxable income is: 
Not over $1,800 $2,300 
Over $1,800 $2,300 but not 
over $4 ,2§0 $5,350 
Over $4,2§0 $5,350 but not 
over $6,§00 $8,200 
Over $6,§00 $8,200 but not 
over $8,900 $11,150 
Over $8,900 $11. 150 

Page 3, remove lines 1 through 30 

Page 4, remove lines 1 and 2 

Renumber accordingly 

Module No: HR-27-2497 
Carrier: Froseth 

Insert LC: 90715.0101 Title: .0200 

The tax is equal to: 
2-4-0% 1.81% 
$:37.80 $41.63 plus a.02% 3.38% 
of amount over $1,800 $2,300 
$1aa.s4 $144.72 plus 4.:34% 3.75% 
of amount over $4,2§0 $5,350 
$2:31.49 $251.60 plus §.04% 4.35% 
of amount over $6,§00 $8,200 
$:3§2.4§ $379.92 plus §.§4% 4.78% 
of amount over $8,900 $11. 150" 

(2) DESK, (3) COMM Page No. 2 HR-27-2497 
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2009 SENATE STANDING COMMITTEE MINUTES 

Bill/Resolution No. HB 1324 

Senate Finance and Taxation Committee 

D Check here for Conference Committee 

Hearing Date: 03/04/2009 

Recorder Job Number: 10141 and 10183 

Committee Clerk Signature 

Minutes: 

Chairman Cook: Opened hearing on HB 1324. 

Representative Rick Berg, District 45: Appeared to introduce and explain the bill as a 

sponsor and in support of. The purpose of this bill is to give back the extra money that we 

- collected in taxes. We are increasing our spending by $700 million dollars in the next budget. 

We need to address relief in income tax. This is an extension of the Governor's bill. 93% of 

the legislators in the House supported an income tax relief measure. The people are waiting to 

see what the legislators will do with the surplus. If we do nothing then the people will think that 

we are not dealing with the issue. We need to put forward the ideas that we think are right and 

balanced. We have the money to do this. If it is a fair way to tax people then it is a fair way to 

give money back. (8.15 Begins explanation of the bill) Now is the time to give some of the 

excess collected in income tax back. This is sustainable. (See attachment #2 for proposed 

amendment) 

13.14 Chairman Cook: If we extend this income tax deduction out two years conceivably then 

if the voters did not want income tax relief, they could easily refer it and ii would never go into 

- effect? 

) Representative Berg: Yes. 
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Senator Triplett: How much of the excess of income tax that we have collected is attributed to 

increased salaries and employment and such in the oil industry that may be backing off now 

with the global recession that we have? Do you really think that it is sustainable? 

Representative Berg: What we are talking about in the 3.1 billion dollar budget is 3%. Will 

our economy grow 3%? I believe so. In my perspective it would be sustainable. We have two 

years to watch the sustainability of that. 

Senator Triplett: You cannot look at this in a vacuum; you understand that we have to look at 

the big picture of all of the bills that we are voting on that affect the budget. I have questions 

on whether or not we can sustain all of them. 

Representative Berg: One thing that I think we need to think about is that this is the only one 

that addresses the issue of raising too much money in income tax the past two years, and 

what we are doing with the excess. 

Vice Chairman Miller: I was wondering what you would do with the situation if someone had a 

$20 tax bill, would you send them $7? 

Representative Berg: Yes. 

Vice Chairman Miller: What would that cost to send out the checks? 

Representative Berg: I think the tax department could answer that. I think the cost will be 

minimal. 

Chairman Cook: Comment. 

18.46 Senator Anderson: I have heard from the people that they want the property tax fixed 

not the income tax. It would be uncomfortable to have to take this back in the reduction if 

things go badly economically. 

Representative Berg: This is what has made us strong as a state. We have in statute and we 

say with our budget stabilization fund if this is the money the next legislature has, here is what 
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you need to do with it. We have it in our tax policy all over the place. In our oil for example, 

we say that if the trigger price triggers on or off here is what happens to the tax rates. I think 

that it is more prudent that we lay out a tax change two years down the road so that we have 

time to have it transparent and have time to look at it. 

Chairman Cook: Whether we pass this bill or not, we will be telling the next legislative session 

and the people of North Dakota what the tax policy will be unless somebody acts. 

Representative Berg: Comment. 

21 .40 Bill Shalhoob, North Dakota Chamber of Commerce: See Attachment #1 for 

testimony in support of the bill. 

23.00 Chairman Cook: Comment. 

Senator Triplett: Can you tell us why you believe that the $100 million is the measured and 

proper level for this tax deduction? Why not more, why not less? 

Bill Shalhoob: I think that it is a proper level because that is what the Governor talked about. 

If you look at the income tax growth over the period, it has grown by that plus and so to give 

that amount back in an area where it makes sense. It would be a way to get tax relief to those 

that did not benefit from the property tax relief. 

25.40 Dustin Gawrylow, North Dakota Taxpayer's Association: See Attachment #3 for 

testimony in support of the bill. 

29.00 Senator Triplett: Your premise is based on a prediction that the North Dakota personal 

income tax will decrease by 15.4% this year. I remember when we received the report by 

Moody's dot com on February 91
\ it was predicted a reduced level of growth, but it was said 

that North Dakota should expect a very slow growth in personal income tax. Which should we 

accept? 
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Dustin Gawrylow: I would point out that the Moody's projection was made about three weeks 

before the Federal Reserve report came out and on page 4 of the handout I compiled the 

history of the last 20 years of personal income verses general fund spending. What we are 

looking at, we are basing our assumptions on the 15.4% reduction in 2009 and then a 6% 

increase over that level in 2010 for an overall growth rate of 3.5% during the biennium as far 

as income change growth. That is far less than we have been seeing for the last three 

biennium's. We have been above 10% for three budgets now. It is a question of who you 

believe the Federal Reserve or economy.com. I think both are valid and both definitely have to 

be taken into account and as far as which one you go by, we are a conservative state so I 

would say the lower one. 

Senator Triplett: That is one way to put it. 

Chairman Cook: Tell me what you think $1 will be worth in 5 years? 

Dustin Gawrylow: I think we are heading towards an era of hyper-inflation. The idea of 2 and 

3% inflation is going to be a thing of the past and we need to take that into account when it 

comes to public policy and how much money we take out of the pockets of the average 

person. If we can do something today to increase and bump up their spending power now and 

to reduce the impact in the coming years, that is the best strategy. 

33.00 Wayne Papke, Citizens for Responsible Government: See Attachment #4 for 

testimony in support of the bill. 

36.35 Senator Anderson: What do you mean wasting it by spending? 

Wayne Papke: Probably a bad choice of words, unnecessary spending, I think the tax payers 

are the first people that it should come back to. 

Senator Hogue: What amount do you think that the relief should be increased to? 
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Wayne Papke: I have heard the number of $2 million thrown out, but I don't have a specific 

answer to that either. I think that you should front load it as much you think the economists in 

the state think, or the tax department. 

Senator Triplett: When you say that we are six months behind the national economy in the 

effect of the economic downturn and we have just begun to feel the effects. I agree to the 

extent that you have said it. They were very clear to show us in the October report they made 

that North Dakota has pretty much escaped the piece of the downturn that is a result of the 

housing bubble. We did not have a housing bubble in North Dakota because our banks in 

North Dakota did not get into the subprime mortgage market. The chart shows the North 

Dakota housing increasing gradually over time and in the rest of the country and the values 

elsewhere are similar now. I think that even though I can conceive that we are behind in terms 

of the affects of the recession in terms of job loss and the rest of it going on as a result of the 

freeze up of the liquidity markets and such. We really have truly and honestly escaped a 

significant piece of what is going on in the rest of the country. It is less doom and gloom than 

what you are saying. 

Wayne Papke: I think that we are getting the rippling effects of the energy market and the 

agriculture market, which are our main source of economy. The rippling affects can be just as 

devastating to our style of economy. I think percentage wise we will have the same effects. 

Vice Chairman Miller: If we see hyper inflation that is definitely going to affect North Dakota. 

Wayne Papke: If we have a fast recovery we will see the hyper inflation. If we have a very 

slow steady recovery over three to five years we may not see it. 

Senator Oehlke: I can't help but think about a few years ago about a state near to us that did 

just this and now that state is hurting? 
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Wayne Papke: I think that is why the adjustment idea is good. I think these tax cuts are 

necessary now, because we have been over paying. If that proves to be untrue in the next 

economic cycle we need to adjust again. 

Senator Oehlke: That adjacent state then, they are happy with adjusting on the fly then? 

Wayne Papke: I am sure they are not. 

Vice Chairman Miller: Any further testimony? 

Donnita Wald, General Council, State Tax Department: Testified in a neutral capacity on 

the bill. We have some issues that you need to address. One of the things that I have not 

been able to look at is the appropriations that were done or the amendments that 

Representative Berg brought up. They appear to fix at least some of the appropriation issues 

that we had and some of the payment issues we had. We have an issue with the amount of 

the check - in the income tax statute we do have a minimum refund statute that says we do 

not have to send a check out if it is $5 or less. This bill, while it appears to be an income tax 

refund, it is my opinion that it is not necessarily a refund, but a payment based on income 

taxes that were paid in 2007. We have a technical definition of what a tax refund is and I don't 

think this is what that is. If you do want to put a minimum amount of a refund we would 

appreciate it if you could put it in the statute. We do have a cost to the refund and could you 

look into what that minimal amount will be. 

Vice Chairman Miller: Do you have any idea what the overall cost would be? 

Donnita Wald: We haven't put some hard numbers to that yet, we want to look and see what 

the committee decides to do on this. We can get you those numbers when you decide what 

you want to do and how you want to do it. The other item we would like you to address is that it 

is to be based on the 2007 income tax liability. We have a lot of amended returns that people 

can file between now and then, so we would like to propose a firm cutoff date. We could have 
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a lot of people filing amended returns between now and the end of the session increasing their 

tax liability. We would like a firm cutoff date. The last thing that I would like to discuss is that 

we would like you to decide what net tax liability paid means. This can be one of three different 

numbers on the return. I believe the fiscal note was based on line 25 of the form. It could be 

lines 25, 17, and one other location. You want to consider whether you want it to be after 

credits. We would be happy to work with the committee on that. 

49.11 Senator Hogue: Asked what lines of the return were possible. 

Donnita Wald: Listed again. 

50.36 Senator Dotzenrod: I have a question on the effective date. How mechanically can that 

work? Is there a way to offset that? 

Donnita Wald: I am assuming that you are thinking that they would be increasing the tax 

because if they lower it, people would just be over withheld for a short period of time. If they 

raised the tax, then we would have some kind of an issue because people would have been 

under withheld. Nothing is impossible. 

52.50 Kathy Strombeck, Research Analyst, Tax Department: See Attachment# 5 for 

statistics given in testimony. 

56.09 Senator Hogue: You said that the individual paid $280,000 in 2007 and the Red Book 

says $319,000. I am wondering why the discrepancy. 

Kathy Strombeck: That has to do with the fiscal year payment. At least two tax years and this 

is the actual 2007 tax year. It is just a matter of timing. 

Vice Chairman Miller: Closed hearing on HB 1324. 

(Job 10183 starts here) 

0.00 Jack Dalrymple, Lt. Governor: Testified in support of the bill. As you know the 

Governor did propose as part of his budget and part of his public comments last year that we 
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include in our property tax relief package, $100,000,000 in income tax relief. As a basic 

premise we believe that when you go to provide $400,000,000+ dollars of tax relief to a state 

that you really do need to try to provide the relief in a somewhat balanced way. One of the 

great strengths of the North Dakota tax system in general is that it is one of the most balanced 

in the United States. When you provide tax relief, you need to provide it in a balance way. See 

Attachment #6 for testimony for chart of proposed as the preferred method of tax relief instead 

of this bill directly. (Explains the chart) This chart is the way that we feel this should be done. 

The House amended it to a straight 13% for everyone. The lower wages need to be treated 

well, or at least as well as they can be. The other aspect of this is that aside from a balance 

tax policy we also felt that income tax is a competitive issue and a complicated one against 

other states. It is one of the things that incoming business and individuals will go to the trouble 

to find out about and they will make these comparisons. It is constantly a battle to try and show 

that there are other states that are higher than us and indeed there are. In regards to 1324, 

that seeks to accelerate the tax relief into this year. See attachment# 7 for the original bill that 

was introduced in the House that this compares to. Explains that bill and compares it to the 

other bill. 

Chairman Cook: Closed hearing. 
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Chairman Cook: Reopened the discussion on HB 1324. Reviews the bill and reminds the 

committee that there are two issues at hand; the stimulus portion and a reduction in personal 

income tax rates beginning in 2011. 

- Senator Triplett: In looking at the issue of the federal stimulus money and how much do we 

spend as a state, I would be prepared to go with a do not pass on this one. 

Senator Dotzenrod: North Dakota is in a good spot right now heading into a bad economic 

situation and we want to manage this right. I have not heard from anyone concerning personal 

income tax rates. It looks like a gimmick to send a check back. 

Chairman Cook: I am hearing from my constituents that we are spending too much and I think 

they would like to see us put more of it away. I am not all that much of a fan of the stimulus 

part of this. I would like to go back to a good income tax bill and reduce the rates. I think we 

have been taxing the people of North Dakota too much when you look at the surplus we have. 

It is their money. 

Senator Triplett: I don't think that we are taxing people too much. I think we were 

• unintentional beneficiaries of the spike in oil that happened at a time when we had an amazing 

increase in oil drilling. We had a onetime large amount of income. I don't think our taxes are 



• 

• 

Page 2 
Senate Finance and Taxation Committee 
HB 1324 
Hearing Date: 03/16/2009 

out of balance with the exception of property taxes. If we work to rebalance that we have a 

good tax system in this state. I just don't like this bill. 

Chairman Cook: I am not going to argue that we certainly had some good times, but I will also 

point out that out of all the factors that create a booming economy, a state's tax policy is one of 

the major factors also. Right now we need to restore and build confidence. 

Vice Chairman Miller: The stimulus portion of this bill is not going to be simulative in my 

perspective. We can discuss what level we want to reduce the level to on the taxes. We want 

to set ourselves ahead of the pack as a state. The income tax should be looked at in a smaller 

sense. I think the stimulus is reckless. We need to set better long term tax policy. 

Senator Hogue: I don't know that sending back $200-$300 on average is going to stimulate 

North Dakota's economy. The tax rates that we have, have a very little effect on our economy 

as to how businesses and individuals behave. They don't adjust their conduct based on North 

Dakota tax rates. I do support the reduction in income tax rates. Lowering the tax rates will 

restrain future spending. If we have the revenue, we will continue to spend it. 

Chairman Cook: Does anyone have amendments for this bill? 

Senator Hogue: I have amendments to change the rates of income. They are between 

Representative Berg's and the Governor's bill proposed. 

Chairman Cook: What is the fiscal effect, do you know? 

Senator Hogue: I do not. I have asked to have them. 

Chairman Cook: We will look at them before we act on this bill. (Asks Donnita Wald to come 

up to the podium) I had talked to Donnita about a similar idea and she got them ready. 

See Attachment #1 for a set of proposed amendments . 

Chairman Cook: This is reducing only the income tax? 

Donnita Wald, Tax Department Legal Council: That is correct. 
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Chairman Cook: You are following the brackets closer to what the Governor's did? 

Donnita Wald: That is correct, it is same progressive rate. 

Chairman Cook: But you increased it more? 

Donnita Wald: We increased it so that the fiscal note would be $150 million. 

Chairman Cook: Senator Hogue, yours would be about $100 million. What else is in here? 

Donnita Wald: These are the lowest rates in the nation and we are getting rid of the long form 

because the rate would be so low that we want the short form. It also creates a North Dakota 

EZ form. That is why these amendments are so big. (Proceeds to walk through the 

amendments) 

Chairman Cook: Clarified that it was his idea to do this. 

Senator Dotzenrod: In determining the new rates, is there a formula? 

Donnita Wald: This follows the same concept as the Governor's proposal did with the .42, but 

it is not .42 anymore. 

Senator Dotzenrod: Then what is it? 

Donnita Wald: We can find that out. 

Senator Hogue: I did mine with no fixed basis points or percentage. They are sort of splitting 

the two for the most part and rounding up to the nearest 5 basis points. John Walstad will be 

bringing them down. 

Vice Chairman Miller: Do you know how much cost savings is involved for the tax department 

for having a cleaner form? 

Donnita Wald: We have done that in an interim committee and I believe it was not very much. 

21.38 Senator Oehlke: The new section 1, why do we have to change that? 

Donnita Wald: That puts a credit from the long form to the ND1. 

Chairman Cook: So for the 2009 taxes the ND-2 will be gone and there will be an EZ form? 
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Donnita Wald: That is correct. 

Chairman Cook: You can do that? 

Donnita Wald: Yes. 

Senator Triplett: It looks like the rates are .63 across the board. 

Donnita Wald: If you make any changes prospective we do need a little technical amendment 

to the effective date for the indexing. The incomes are indexed at 2009 level and right now we 

can only index year by year. This is only if you skip a year. 

25.50 Chairman Cook: OK. How could we tie this to state revenue, the effective date? 

Donnita Wald: You could postpone it or maybe stop it. We can work on that. I think we did 

that with the property tax bill. It is possible. 

Chairman Cook: Confirmed with Cory Fong that the rate proposed is .63 basis points . 

Senator Triplett: The amendments here don't do anything to get rid of the current stimulus do 

they? 

Senator Oehlke: It is in there. 

Chairman Cook: If we were going to pass an income tax bill, I think the first discussion we 

should have is if you like ii or not and get a consensus. We have several options here. 

28.34 Senator Hogue: See Attachment #2 for proposed amendments. 

Chairman Cook: Could I get the Governor's numbers? 

29.00 Senator Triplett: Reads off the figures. 

30.43 Senator Hogue: Gives his numbers and explains where they came from. 

Chairman Cook: Asks for a fiscal note on Senator Hague's amendments. 

33.33 Chairman Cook: What about the concept of changing the forms? 

Senator Triplett: Wholehearted approval. 

Senator Hogue: I agree with that but I hate to do it without a committee hearing on it. 
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Chairman Cook: It has been studied on two interim committees. Last year the average 

savings was $25-$40 in using the long form and that was for the most part for out of state 

people. There were just a few credits that bring people to that form. I share your concern 

somewhat. 

Senator Dotzenrod: There has never been a result of the studies to recommend that we 

change the forms? 

Chairman Cook: We had legislation in 2007 but it did not pass in the House. 

Senator Dotzenrod: Who are the 2% that use that form? It is a dinosaur. 

Senator Triplett: Over the last couple of years we have added some of the long form credits 

to the short form, and every year we are making it less relevant. 

Senator Oehlke: Comment on the long form . 

Senator Hogue: Could you explain the objections in getting rid of the long form? The issue 

here is tax relief and I hate to attach any baggage to that. 

Chairman Cook: There is only one reason we keep the long form in my opinion; it is so 

legislators can tuck tax credits on the long form and say that they gave ii. It is an escape tool 

and a lot of legislators hate to give that up. 

Chairman Cook: Recaps what the committee is waiting on for information to be able to vote 

later. 

Senator Triplett: I oppose all three of them for the same reasons I mentioned earlier. I don't 

think people are clamoring for income tax reduction. I would rather we make sure we have 

property tax relief. If we are going to do something, I would certainly like it to be fair across the 

board and then getting rid of ND-2 is a great idea. 

Senator Anderson: I just want to see the best amendment we can have before I vote against 

the bill. 



• 

• 

Page 6 
Senate Finance and Taxation Committee 
HB 1324 
Hearing Date: 03/16/2009 

Senator Dotzenrod: I think we need income tax relief if we are going to have property tax 

relief. I think property tax relief is priority. 

Senator Oehlke: Comment. 

Chairman Cook: Suspended the discussion . 



2009 SENATE STANDING COMMITTEE MINUTES 

Bill/Resolution No. HB 1324 

Senate Finance and Taxation Committee 

D Check here for Conference Committee 

Hearing Date: 03/16/2009 

Recorder Job Number: 10991 

Committee Clerk Signature 

Minutes: 

Chairman Cook: Reopened discussion on HB 1324. 

Donnita Wald: Gives figures on what each amendment would do to the fiscal note. (not on 

tape) 

• 1.30 Chairman Cook: Asks the committee to weigh in on how they feel about the North 

Dakota-2 form. 

Senator Triplett: I would support that and would appreciate being able to vote on that as a 

separate amendment. 

Chairman Cook: Can we divide these amendments? We should be able to vote on those 

separately how they are on here. Asks Donnita Wald to verbally note which of the 

amendments does that. 

2.58 Donnita Wald: Separates out the amendments prepared for Senator Cook. See 

attachment #1 from HB 1324-2 minutes. 

Senator Oehlke: Does that delete the stimulus portion? 

Chairman Cook: Yes. 

• Senator Triplett: Moved amendment except all of Section 11 except subsection 8. 

Senator Oehlke: Seconded. 
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Chairman Cook: Discussion? 

Senator Hogue: I cannot support this. 

Chairman Cook: OK and I understand, any further discussion? (no) 

A Roll Call Vote Was Taken: Yea 4, Nay 2, Absent 1 (Senator Miller). 

Motion passed. 

Chairman Cook: The income tax rate issue is now before us. What are your wishes? 

7.03 Senator Triplett: I appreciate the move to have the lowest tax rates in the nation, but we 

only need a small amount of income tax relief; certainly not the $150 million. 

Senator Hogue: You are driving him to my $114 million fiscal note. 

Chairman Cook: I am alright with that. Looking at a combination I would like a happy 

medium . 

Senator Hogue: Moved to amend re engrossed HB 1324 section 2 to reflect the rates 

that are contained in amendment 90715.0306. 

Senator Oehlke: Seconded. 

Chairman Cook: Discussion? (no) 

A Roll Call vote was taken: Yea 3, Nay 4, Absent 0. 

Motion failed. 

Chairman Cook: Asked the committee to come back with amendments on the brackets to be 

proposed. 
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Minutes: 

Chairman Cook: Reopened discussion on SB 1324. See Attachment #1 for information 

regarding figures pertaining to the bill. 

Senator Hogue: See Attachment #2 for figures regarding proposed amendments . 

• · Senator Hogue: Moved the amendments I presented. 

Vice Chairman Miller: Seconded. 

Chairman Cook: Any further discussion? (no) 

A Roll Call vote was taken: Yea 4, Nay 3, Absent 0. 

Motion passed. 

Chairman Cook: Your wishes? 

Senator Hogue: Moved a Do Pass As Amended twice and Re-Referred to 

Appropriations. 

Senator Oehlke: Seconded. 

Chairman Cook: Discussion? (no) 

A Roll Call vote was taken: Yea 4, Nay 3, Absent 0. 

• Senator Hogue will carry the bill. 



• 
2009 SENATE STANDING COMMITTEE MINUTES 

Bill/Resolution No. HB 1324 

Senate Finance and Taxation Committee 

D Check here for Conference Committee 

Hearing Date: 03/16/2009 

Recorder Job Number: 11062 

Committee Clerk Signature 

Minutes: 

Chairman Cook: Reopened the discussion on HB 1324. (Clarified the effective dale with the 

tax department on the bill after the amendments were passed) 

Donnita Wald, Tax Department: My amendments were effective for the tax year beginning 

- - - after 12/31/2008, beginning with the 2009 tax year. 

Chairman Cook: Where were they at in the bill? 

Donnita Wald: The very last page. 

Chairman Cook: I want to make sure we put that amendment on. Yes we did it. 

Donnita Wald: Senator Hague's amendment changed the 2010 to 2009, so I want to clarify it. 

If you adopt those then we need the rest of that language on Senator Hague's amendment 

right above the renumber accordingly where it talks about the indexing. 

Chairman Cook: We want to be able to do it beginning after 2009, and that is where we had it. 

Senator Dotzenrod: So in the middle of the biennium we will start with the new rates? 

Chairman Cook: Yes. 

Senator Oehlke: It says beginning after the year 2009. 

• Senator Dotzenrod: So we took the Berg bill and moved the date up one year? 

Chairman Cook: Where do we want it? 
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Senator Oehlke: If you leave it at 2009 the fiscal note will be off. 

Chairman Cook: When is the new EZ form going to be ready. 

Donnita Wald: If you adopt Senator Hague's amendment, then it will be postponed a year. 

Chairman Cook: That is fine. 

Chairman Cook: Adjorned. 
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PROPOSED AMENDMENTS TO REENGROSSED HOUSE BILL NO. 1324 

Page 1, line 2, after "taxpayers" insert "and to provide for a transfer" 

Page 1, line 12, replace "By May" with "As soon as possible after July" 

Page 1, line 13, after "2007" insert "individual" 

Page 1, after line 16, insert: 

"On July 1, 2011, the state treasurer shall transfer from the state general fund to 
the permanent oil tax trust fund in the state treasury the sum of $100,000,000, or so 
much of the sum as was expended under the appropriation in this section for the 
purpose of allocation of state economic stimulus payments among taxpayers under this 
section, for the biennium beginning July 1, 2009, and ending July 30, 2011." 

Renumber accordingly 

Page No. 1 90715.0301 



PROPOSED AMENDMENTS TO REENGROSSED HOUSE BILL NO. 1324 (0715.0300) 

Page 1, line 1, remove "to provide an appropriation for allocation of state economic stimulus" 

Page 1, line 2, remove "payments among taxpayers," and after "reenact" insert "subsection 4 of 

section 10-33-124, subsection 5 of section 11-37-08, subsections 1 and 3 of section 40-

63-04, section 40-63-06, subsection 4 of section 40-63-07, subsections 1 and 2 of 

section 57-38-01.7, subsections 1 and 4 of section 57-38-01.8, sections 57-38-01 .14, 

57-38-01.16, and 57-38-01.17, subsection 1 of section 57-38-1.20, and after "57-38-

30.3" insert", and sections 57-38.5-03 and 57-38.6-03 

Page 1, line 3, after "to" insert "elimination of the optional long-form income tax return, and to" 

Page 1, line 4, after "trusts" insert "and a simplified method of reporting tax for individuals; and 

to repeal sections 57-38-01.2, 57-38-01.18, 57-38-02, 57-38-29, 57-38-29.2, and 57-38-

30.4, and sections 57-38-67, 57-38-68, 57-38-69, 57-38-70, 57-38-71, 57-38-72, 57-38-

73, and 57-38-74 of the North Dakota Century Code, relating to elimination of the 

optional long-form income tax return" 

Page 1, replace lines 6 through 16 with: 

SECTION 1. AMENDMENT. Subsection 4 of section 10-33-124 of the North Dakota 

Century Code is amended and reenacted as follows: 

4. a. An individual or a 6 corporation that buys membership in, or pays dues or 

contributes to, a nonprofit development corporation is entitled to an income tax 

credit against the tax liability under section 57-38-30 equal to twenty-five 

percent of the amount paid. 

b. This credit may not be claimed by an individual who elects lo file an income tax 

return under section 57 38 30. 3 or by a corporation that is recognized as a 

subchapter S corporation under section 57-38-01.4. 

c. No taxpayer is entitled to more than two thousand dollars in total income tax 

credits under this section. 

d. The amount of the credit under this section in excess of the taxpayer's income 

tax liability may be carried forward for up to seven taxable years. 

-1-



• SECTION 2. AMENDMENT. Subsection 5 of section 11-37-08 of the North Dakota 

Century Code is amended and reenacted as follows: 

5. Bonds issued by a commerce authority under this section are declared to be 

issued for an essential public government purpose, and together with interest 

and income on the bonds, are exempt from all individual and corporate taxes 

imposed under sections 57-35.3-03, 57 38 29, 57-38-30, and 57-38-30.3. 

SECTION 3. AMENDMENT. Subections 1 and 3 of section 40-63-04 of the North 

Dakota Century Code are amended and reenacted as follows: 

1. An individual taxpayer who purchases or rehabilitates single-family residential 

property for the individual's primary place of residence as a zone project is 

exempt from up to ten thousand dollars of personal income tax liability as 

determined under section 57 38 29 er 57-38-30.3 for five taxable years beginning 

with the date of occupancy or completion of rehabilitation. 

3. If the cost of a new business purchase or expansion of an existing business, 

approved as a zone project, exceeds seventy-five thousand dollars, and the 

business is located in a city with a population of not more than two thousand five 

hundred, an individual taxpayer may, in lieu of the exemption provided in 

subsection 2, elect to take an income tax exemption of up to two thousand dollars 

of personal income tax liability as determined under section 57 38 29 er 57-38-

30.3. The election must be made on the taxpayer's zone project application. The 

election is irrevocable and binding for the duration of the exemptions provided in 

subsection 2 or this subsection. If no election is made on the zone project 

application, the taxpayer is only eligible for the exemption provided in subsection 

2. 

SECTION 4. AMENDMENT. Section 40-63-06 of the North Dakota Century Code is 

amended and reenacted as follows: 

40-63-06. Historic preservation and renovation tax credit. A credit against state tax 

liability as determined under sections 57-35.3-03, 57 38 29, 57-38-30, and 57-38-30.3 

is allowed for investments in the historic preservation or renovation of property within 

the renaissance zone. The amount of the credit is twenty-five percent of the amount 

invested, up to a maximum of two hundred fifty thousand dollars. The credit may be 

claimed in the year in which the preservation or renovation is completed. Any excess 

credit may be carried forward for a period of up to five taxable years. 

-2-
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SECTION 5. AMENDMENT. Subsection 4 of section 40-63-07 of the North Dakota 

Century Code is amended and reenacted as follows: 

4. A credit against state tax liability as determined under section 57-35.3-03, 57 38 29, 

57-38-30, or 57-38-30.3 is allowed for investments in a renaissance fund 

organization. The amount of the credit is fifty percent of the amount invested in the 

renaissance fund organization during the taxable year. Any amount of credit which 

exceeds a taxpayer's tax liability for the taxable year may be carried forward for up 

to five taxable years after the taxable year in which the investment was made. 

SECTION 6. AMENDMENT. Subsections 1 and 2 of section of section 57-38-01.7 of 

the North Dakota Century Code are amended and reenacted as follows: 

1. At the election of the taxpayer, there must be allowed, subject to the applicable 

limitations provided in this subsection, as a credit against the income tax imposed by 

this chaplef liability under section 57-38-30 for the taxable year, an amount equal to fifty 

percent of the aggregate amount of charitable contributions made by the taxpayer during 

the year to nonprofit private institutions of higher education located within the state or to 

the North Dakota independent college fund. 

a. In the case of a taxpayer other than a corporation, the amount allowable as a 

credit under this subsection for any taxable year may not exceed forty percent 

of the taxpayer's total income tax under this chapter for the year, or two 

hundred fifty dollars, whichever is less. 

b. In the case of a corporation, the The amount allowable as a credit under this 

subsection for any taxable year may not exceed twenty percent of the 

corporation's total income tax under this chapter for the year, or two thousand 

five hundred dollars, whichever is less. 

2. At the election of the taxpayer, there must be allowed, subject to the applicable 

limitations provided in this subsection, as a credit against the income tax imposed by 

this chapter liability under section 57-38-30 for the taxable year, an amount equal to fifty 

percent of the aggregate amount of charitable contributions made by the taxpayer during 

the year directly to nonprofit private institutions of secondary education, located within the 

state. 

a. In the case of a taxpayer other than a corporation, the amount allmvable as a 

credit under this subsection for any taxable year may not exceed forty percent 

of the taxpayer's total income tax under this chapter for the year, or tv.•o 

hundred fifty dollars, whichever is less. 
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• e. In the case of a corporation, the The amount allowable as a credit under this 

subsection for any taxable year may not exceed twenty percent of the 

corporation's total income tax under this chapter for the year, or two thousand 

five hundred dollars, whichever is less. 

SECTION 7. AMENDMENT. Subsections 1 and 4 of section of section 57-38-01.8 of 

the North Dakota Century Code are amended and reenacted as follows: 

1. Any A taxpayer filing a North Dakota income tax return pursuant to the provisions of 

this chapter may claim a credit against the tax liability under section 57-38-30 for the cost 

of a geothermal, solar, wind, or biomass energy device installed before January 1, 2011, 

in a building or on property owned or leased by the taxpayer in North Dakota. The credit 

provided in this section for a device installed before January 1, 2001, must be in an 

amount equal to five percent per year for three years, and for a device installed after 

December 31, 2000, must be in an amount equal to three percent per year for five years 

of the actual cost of acquisition and installation of the geothermal, solar, wind, or biomass 

energy device and must be subtracted from any income tax liability of the taxpayer as 

determined pursuant to the provisions of this chapter. 

4. A partnership, subchapter S corporation, limited partnership, limited liability 

company, or any other passthrough entity that installs a geothermal, solar, wind, or 

biomass energy device in a building or on property owned or leased by the 

passthrough entity must be considered to be the taxpayer for purposes of this 

section, and the amount of the credit allowed with respect to the entity's investments 

must be determined at the passthrough entity level. The amount of the total credit 

determined at the entity level must be passed through to the corporate partners, 

shareholders, or members in proportion to their respective interests in the passthrough 

entity. 

SECTION 8. AMENDMENT. Subsections 1 and 2 of section of section 57-38-01.7 of 

the North Dakota Century Code are amended and reenacted as follows: 

57-38-01.14. No gain recognized on property subject to eminent domain 

sale or transfer. If any private property, through the exercise of eminent domain, is 

involuntarily converted into property of either like or unlike kind, no gain, either ordinary 

or capital, may be recognized for corporate income tax purposes. 

SECTION 9. AMENDMENT. Section 57-38-01.16 of the North Dakota Century Code is 

amended and reenacted as follows: 

-4-
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57-38-01.16. Income tax credit for employment of developmentally disabled 

or chronically mentally ill persons. Arty 6 taxpayer filing an income tax return under 

this chapter, mEGept a return on whiGh liability is determined under seG!ion 57 38 30.3, 

may claim a credit against the tax liability imposed under section 57-38-30 for a portion 

of the wages paid to a developmentally disabled or chronically mentally ill employee. 

The credit allowed under this section equals five percent of up to six thousand dollars in 

wages paid during the first twelve months of employment by the taxpayer for each 

developmentally disabled or chronically mentally ill employee of the taxpayer. Only 

wages actually paid during the taxpayer's taxable year may be considered for purposes 

of this section. An employee of a subcontractor is considered an employee of the 

contractor to the extent of any wages paid under the contract. 

The total of credits allowed under this section may not exceed fifty percent of the 

taxpayer's liability under this chapter. 

SECTION 10. AMENDMENT. Section 57-38-01.17 of the North Dakota Century Code 

is amended and reenacted as follows: 

57-38-01.17. Credit for investments in development corporations. AA-­

individual, estate, or trust, or t:, corporation is allowed, as a credit against a tax 

otherwise due under section 57 3!l 20 or 57-38-30, the credit for buying membership in, 

or paying dues or contributions to, a certified nonprofit development corporation as 

provided in section 10-33-124. 

SECTION 11. AMENDMENT. Subsection 1 of section 57-38-01.20 of the North Dakota 

Century Code is amended and reenacted as follows: 

1. An individual is entitled to a credit against the tax imposed under section 

57 3!l 29 or 57-38-30.3 in the amount of the qualified care expenses 

under this section paid by the individual for the care of a qualifying family 

member during the taxable year." 

Page 2, line 10, replace "1.81 %" with "1.47%" 

Page 2, line 11, replace "$614.50" with "$499.07" and replace "3.38%" with "3.29%" 

Page 2, line 13, replace "$2.247.04" with "$2.088.14" and replace "3.75%" with "3.71%" 

Page 2, line 15, replace "$5.595. 79" with "$5.401.17" and replace "4.35%" with "4.41 %" 

Page 2, line 17, replace "$14.356.69" with "$14.282.91" and replace "4.78%" with "4.91%" 
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Page 2, line 21, replace "1.81%" with "1.47%" 

Page 2, line 22, replace "$1,027.18" with "$834.23 and replace "3.38%" with "3.29%" 

Page 2, line 24, replace "$3,741.32" with "$3.476.10" and replace "3.75%" with "3.71%" 

Page 2, line 26, replace "$6.433.82" with "$6,139.88" and replace "4.35%" with "4.41 %" 

Page 2, line 28, replace "$13.572.17" with "$13.376.69" and replace "4.78%" with "4.91%" 

Page 3, line 2, replace "1.81%" with "1.47%" 

Page 3, line 3, replace "$513.59" with "$417.11" and replace "3.38%" with "3.29%" 

Page 3, line 5, replace "$1.870.66" with "$1,738.05" and replace "3.75%" with "3.71%" 

Page 3, line 7, replace "$3.216.91" with "$3.069.94" and replace "4.35%" with "4.41%" 

Page 3, line 9, replace "$6.786.08" with "$6,688.34" and replace "4.78%" with "4.91%" 

Page 3, line 13, replace "1.81%" with "1.47%" 

Page 3, line 14, replace "$823.55" with "$668.65" and replace "3.38%" with "3.29%" 

Page 3, line 16, replace "$3.255.46" with "$3.036.01" and replace "3.75%" with "3.71%" 

Page 3, line 18, replace "$5.983.59" with "$5.735.08" and replace "4.35%" with "4.41%" 

Page 3, line 20, replace "$13,933.21" with "$13,794.31" and replace "4.78%" with "4.91%" 

Page 3, line 24. replace "1.81 %" with "1.47%" 

Page 3, line 25, replace "$41.63" with "$33.81" and replace "3.38%" with "3.29%" 

Page 3, line 27, replace "$144.72" with "$134.16" and replace "3.75%" with "3.71%" 

Page 3, line 29, replace "$251.60" with "$239.89" and replace "4.35%" with "4.41 %" 

Page 4, line 1, replace "$379.92" with "$369.99" and replace "4. 78%" with "4.91 %" 

Page 4, after line 25, insert: 

1h The tax commissioner shall prescribe an optional simplified method of computing 
tax under this section that may be used by an individual taxpayer who is not 
entitled to claim an adjustment under subsection 2 or credit against income tax 
liability under subsection 7. 
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SECTION 12. AMENDMENT. Section 57-38.5-03 of the North Dakota Century Code is 

amended and reenacted as follows: 

57-38.5-03. Seed capital investment tax credit. If a taxpayer makes a qualified 

investment in a qualified business, the taxpayer is entitled to a credit against state income tax 

liability under section 57 38 29 OF 57-38-30.3. The amount of the credit to which a taxpayer is 

entitled is forty-five percent of the amount invested by the taxpayer in qualified businesses 

during the taxable year, subject to the following: .... 

SECTION 13. AMENDMENT. Section 57-38.6-03 of the North Dakota Century Code is 

amended and reenacted as follows: 

57-38.5-03. Agricultural business investment tax credit. If a taxpayer makes a 

qualified investment in a qualified business, the taxpayer is entitled to a credit against state 

income tax liability under section 57 38 29 OF 57-38-30.3. The amount of the credit to which a 

taxpayer is entitled is thirty percent of the amount invested by the taxpayer in qualified 

businesses during the taxable year, subject to the following: .... 

SECTION 14. REPEAL. Sections 57-38-01.2, 57-38-01.18, 57-38-02, 57-38-29, 57-38-

29.2, and 57-38-30.4, and sections 57-38-67, 57-38-68, 57-38-69, 57-38-70, 57-38-71, 57-38-

72, 57-38-73, and 57-38-74 of North Dakota Century Code are repealed." 

Page 4, line 27, replace "2010" with "2008" 

Renumber accordingly 
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PROPOSED AMENDMENTS TO REENGROSSED HOUSE BILL NO. 1324 

Page 1, line 13, after "2007" insert "individual" 

Page 1, line 16, after the period insert "However, the payment to a taxpayer, or the combined 
payment to married taxpayers, whether filing jointly or separately, may not exceed 
twenty thousand dollars." 

Page 2, replace lines 9 through 30 with: 

"If North Dakota taxable income is: 
Not over $27,060 $33,950 
Over $27,060 $33,950 but not 
over $66,660 $82.250 
Over $65,§§0 $82,250 but not 
over $186,760 $171,550 
Over $186,7§0 $171,550 but not 
over $207,8§0 $372,950 
Over $297,8§0 $372,950 

The tax is equal to: 
249% 1.70% 
$668.06$577.15 plus 8.02% 3.40% 
of amount over $27,060 $33,950 
$2,077.2§ $2,219.35 plus 4.84% 3.60% 
of amount over $66,§60 $82,250 
$5,167.88 $5,434.15 plus 6.04% 4.25% 
of amount over $186,760 $171,550 
$18,261.67 $13,993.65 plus §.§4% 5.00% 
of amount over $207,860 $372,950 

b. Married filing jointly and surviving spouse. 
If North Dakota taxable income is: The tax is equal to: 
Not over $46,200 $56,750 249% 1.70% 
Over $46,200 $56,750 but not $040.20 $964.75 plus &92% 3.40% 
over $100,260 $137,050 of amount over $46,200 $56,750 
Over $100,260 $137,050 but not $8,460.06 $3,694.95 plus 4.84~b 3.60% 
over $166,600 $208,850 of amount over $100,260 $137,050 
Over $166,600 $208,850 but not $6,044.61 $6,279.75 plus e-:G4% 4.25% 
over $207,860 $372.950 of amount over $168,eOO $208,850 
Over $207,860 $372,950 $12,e80.4e $13,254 plus e.e4% 5.00% 

of amount over $207,860 $372,950 

c. Married filing separately. 
If North Dakota taxable income is: The tax is equal to: 
Not over $22,800 $28,375 249% 1. 70% 
Over $22,600 $28,375 but not $474.S0 $482.38 plus 8.02% 3.40% 
over $64,626 $68,525 of amount over $22,800 $28,375 
Over $64,826 $68,525 but not $1,720.08 $1,847.48 plus 4.84% 3.60% 
over $88,260 $104,425 of amount over $64,626 $68,525 
Over $88,260 $104,425 but not $2,072.81 $3,139.88 plus 6.04% 1.25% 
over $148,876 $186,475 of amount over $88,260 $104,425 
Over $148,676 $186,475 $8,280.78 $6,627.01 plus 6.64% 5.00% 

of amount over $148,676 $186,475 

d. Head of household. 
If North Dakota taxable income is: 
Not over $88,260 $45,500 
Over $88,260 $45,500 but not 
over $08,860 $117,450 
Over $08,6!i0 $117,450 but not 
over $161 ,S!i0 $190,200 

The tax is equal to: 
249% 1.70% 
$761.2!i $773.50 plus &92% 3.40% 
of amount over $88,2!i0 $45,500 
$8,011.88 $3,219.80 plus 4.84% 3.60% 
of amount over $08,S!i0 $117,450 
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Over $Hi1 ,6§9 $190.200 but not 
over $297,ae9 $372,950 
Over $297,ae9 $372.950 

e. Estates and trusts. 
If North Dakota taxable income is: 
Not over $1,899 $2,300 
Over $1,899 $2,300 but not 
over $4 ,2§9 $5,350 
Over $4 ,2§9 $5,350 but not 
over $6,§99 $8,200 
Over $6,§99 $8,200 but not 
over $8,999 $11.150 
Over $8,999 $11. 150 

Page 3, remove lines 1 through 30 

Page 4, remove lines 1 and 2 

$e,e28.ea $5,838.80 plus e.94q~ 4.25% 
of amount over $1 §1 ,6§9 $190,200 
$12,871.81 $13,605.68 plus e.§4% 5.00% 
of amount over $297,ae9 $372,950 

The tax is equal to: 
2.19% 1.70% 
$a7.89 $39.1 o plus 3'92% 3.40% 
of amount over $1,899 $2,300 
$1aa.84 $142.80 plus 4.a4% 3.60% 
of amount over $4.2§9 $5,350 
$2a1 .49 $245.40 plus e.94% ~.25% 
of amount over $6,§99 $8,200 
$ae2.4e $370.78 plus e.e4% 5.00% 
of amount over $8,999 $11.150" 

Page 4, line 26, after "DATE" insert". APPLICATION" 

Page 4, line 27, replace "201 0" with "2009" and after the period insert "The income amounts 
shown in the tax brackets in section 2 of this Act are the income amounts as indexed for 
taxable year 2009. The tax commissioner shall apply appropriate indexing factors, as · '") 
determined under subdivision g of subsection 1 of section 57-38-30.3, to the dollar · · 
amounts of the brackets to update those amounts for taxable years after 2009." 

Renumber accordingly 
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REPORT OF STANDING COMMITTEE 
HB 1324, as reengrossed: Finance and Taxation Committee (Sen. Cook, Chairman) 

recommends AMENDMENTS AS FOLLOWS and when so amended, recommends 
DO PASS and BE REREFERRED to the Appropriations Committee (4 YEAS, 
3 NAYS, 0 ABSENT AND NOT VOTING). Reengrossed HB 1324 was placed on the 
Sixth order on the calendar. 

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and 
reenact subsection 1 of section 6-09.8-01, subsection 4 of section 10-33-124, 
subsection 5 of section 11-37-08, sections 27-17-06 and 37-28-07, subsections 1 and 3 
of section 40-63-04, section 40-63-06, subsection 4 of section 40-63-07, subsections 1 
and 2 of section 57-38-01 .7, subsections 1 and 4 of section 57-38-01 .8, sections 
57-38-01 .14, 57-38-01 .16, and 57-38-01 .17, subsection 1 of section 57-38-01 .20, 
subsections 2 and 4 of section 57-38-01 .21, sections 57-38-01 .22, 57-38-01 .23, 
57-38-01 .24, 57-38-01 .25, and 57-38-01 .26, subsection 6 of section 57-38-01 .27, 
subsection 1 of section 57-38-01 .29, subsection 1 of section 57-38-01 .30, section 
57-38-04, subsection 2 of section 57-38-08.1, sections 57-38-30.3 and 57-38-30.5, 
subdivision b of subsection 1 of section 57-38-40, and sections 57-38.5-03 and 
57-38.6-03 of the North Dakota Century Code, relating to elimination of the optional 
long-form individual, estate, and trust income tax return; to repeal sections 57-38-01 .2, 
57-38-01 .18, 57-38-02, 57-38-06.1, 57-38-29, 57-38-29.2, 57-38-30.4, 57-38-67, 
57-38-68, 57-38-69, and 57-38-70 of the North Dakota Century Code, relating to 
elimination of the optional long-form individual, estate, and trust income tax return; and 
to provide an effective date. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Subsection 1 of section 6-09.8-01 of the North 
Dakota Century Code is amended and reenacted as follows: 

(2) DESK, (3) COMM 

1. "Beginning farmer" means a J:)erseA an individual who qualifies as a 
beginning farmer 1:1Ader s1:1eseelieA 2 ef seelieA §7 as 67 who: 

a. Is a resident of this state; 

b. Receives more than half of that person's gross annual income from 
farming, unless the person initially commences farming during the 
year of the application under this chapter; 

c. Intends to use any farmland to be purchased or rented for agricultural 
purposes; 

d. Is adequately trained by education in the type of farming operation 
which the person wishes to begin on the purchased or rented land 
referred to in subdivision c through satisfactory participation in the 
adult farm management education program of the state board for 
career and technical education or an equivalent program approved by 
the agriculture commissioner: and 

e. Has, including the net worth of any dependents and spouse. a net 
worth of less than one hundred thousand dollars, not including the 
value of their equity in their principal residence. the value of one 
personal or family motor vehicle, and the value of their household 
goods. including furniture. appliances. musical instruments. clothing, 
and other personal belongings. 
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SECTION 2. AMENDMENT. Subsection 4 of section 10-33-124 of the North 
Dakota Century Code is amended and reenacted as follows: 

4. a. AA iAdi•,idual er a fl corporation that buys membership in, or pays 
dues or contributes to, a nonprofit development corporation is entitled 
to an income tax credit against the tax liability under section 57-38-30 
equal to twenty-five percent of the amount paid. 

b. This credit may not be claimed by aA iAdi¥idual whe eleets le lile aA 
iAeeFRe !al< relurA uAder seelieA §7 as as.a er ey a corporation that is 
recognized as a subchapter S corporation under section 57-38-01 .4. 

c. No taxpayer is entitled to more than two thousand dollars in total 
income tax credits under this section. 

d. The amount of the credit under this section in excess of the 
taxpayer's income tax liability may be carried forward for up to seven 
taxable years. 

SECTION 3. AMENDMENT. Subsection 5 of section 11-37-08 of the North 
Dakota Century Code is amended and reenacted as follows: 

5. Bonds issued by a commerce authority under this section are declared to 
be issued for an essential public government purpose, and together with 
interest and income on the bonds, are exempt from all individual and 
corporate taxes imposed under sections 57-35.3-03, e7 as 29, 57-38-30, 
and 57-38-30.3. 

SECTION 4. AMENDMENT. Section 27-17-06 of the North Dakota Century 
Code is amended and reenacted as follows: 

27-17-06. Immediate withdrawal of present active judges from Judges 
retirement fund. 

L From and after July 1, 1973, each judge of the supreme or district court 
serving on that date and each former judge of the supreme or district 
court, not receiving judicial retirement salary, may elect to withdraw the 
judge's previous contributions made pursuant to this chapter, and 
thereafter not participate in a judicial retirement program provided for by 
law. This option ceases to be available and may not be exercised after 
June 30, 1975. If a judge selects this option, the judge is entitled to 
receive the combined total of the following sums: 

4-, a. The entire amount of the judge's previous contributions made 
pursuant to this chapter, to be calculated to the date of election under 
this section; plus 

2-, b. An amount calculated by applying the vesting schedule set forth in 
section 54-52-11 to an amount equal to sixty percent of the judge's 
individual contributions as calculated in subsection 1, plus earnings 
thereon as calculated in subsection 3; plus 

& c. An amount calculated by applying the figure .05625 to the periodic 
annual or partial annual balances in the individual judge's account 
during the judge's years of service prior to selecting the option 
provided by this section. The figure applied pursuant to this 
sueseelieA subdivision must be compounded annually. 

(2) □EsK. (3) coMM Page No. 2 sR-49-s1a2 
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2. The total amounts received pursuant to this section may not be considered 
taxable income for the purposes of chapter 57-38 aAa FAay ee trealea as 
aA a99itional adjtJstment Feduein~ tRe aFfletJnt of ta*able ineeA1e in 
aaaitieA le tl9ese pre.,.iaea iA seetieA 57 38 91.2. Selection of the option 
provided by this section must be made in writing to the director of the 
office of management and budget. 

SECTION 5. AMENDMENT. Section 37-28-07 of the North Dakota Century 
Code is amended and reenacted as follows: 

37-28-07. Payments exempt from taxation and from execution -
Assignments void - Debts to state and political subdivisions not deducted. 
Payments under this chapter are exempt from all state and local taxes, including taxes 
determined under section e7 as 29 er 57-38-30.3, and from levy, garnishment, 
attachment, and sale on execution. Any pledge, mortgage, sale, assignment, or 
transfer of any right, claim, or interest in any claim or payment under this chapter is 
void and payment to the veteran may not be denied because of any sums owed to the 
state or any political subdivisions, except as provided in section 37-26-05. 

SECTION 6. AMENDMENT. Subsections 1 and 3 of section 40-63-04 of the 
North Dakota Century Code are amended and reenacted as follows: 

1. An individual taxpayer who purchases or rehabilitates single-family 
residential property for the individual's primary place of residence as a 
zone project is exempt from up to ten thousand dollars of personal income 
tax liability as determined under section e7 as 29 er 57-38-30.3 for five 
taxable years beginning with the date of occupancy or completion of 
rehabilitation. 

3. If the cost of a new business purchase or expansion of an existing 
business, approved as a zone project, exceeds seventy-five thousand 
dollars, and the business is located in a city with a population of not more 
than two thousand five hundred, an individual taxpayer may, in lieu of the 
exemption provided in subsection 2, elect to take an income tax exemption 
of up to two thousand dollars of personal income tax liability as determined 
under section §7 as 29 er 57-38-30.3. The election must be made on the 
taxpayer's zone project application. The election is irrevocable and 
binding for the duration of the exemptions provided in subsection 2 or this 
subsection. If no election is made on the zone project application, the 
taxpayer is only eligible for the exemption provided in subsection 2. 

SECTION 7. AMENDMENT. Section 40-63-06 of the North Dakota Century 
Code is amended and reenacted as follows: 

40-63-06. Historic preservation and renovation tax credit. A credit against 
state tax liability as determined under sections 57-35.3-03, §7 as 29, 57-38-30, and 
57-38-30.3 is allowed for investments in the historic preservation or renovation of 
property within the renaissance zone. The amount of the credit is twenty-five percent 
of the amount invested, up to a maximum of two hundred fifty thousand dollars. The 
credit may be claimed in the year in which the preservation or renovation is completed. 
Any excess credit may be carried forward for a period of up to five taxable years. 

SECTION 8. AMENDMENT. Subsection 4 of section 40-63-07 of the North 
Dakota Century Code is amended and reenacted as follows: 

(2) DESK, (3) COMM Page No. 3 SR-49-5182 



• 

• 

REPORT OF STANDING COMMITTEE (410) 
March 18, 2009 8:52 a.m. 

Module No: SR-49-5182 
Carrier: Hogue 

Insert LC: 90715.0307 Title: .0400 

4. A credit against state tax liability as determined under section 57-35.3-03, 
§7 as 29, 57-38-30, or 57-38-30.3 is allowed for investments in a 
renaissance fund organization. The amount of the credit is fifty percent of 
the amount invested in the renaissance fund organization during the 
taxable year. Any amount of credit which exceeds a taxpayer's tax liability 
for the taxable year may be carried forward for up to five taxable years 
after the taxable year in which the investment was made. 

SECTION 9. AMENDMENT. Subsections 1 and 2 of section 57-38-01 .7 of the 
North Dakota Century Code are amended and reenacted as follows: 

1. At the election of the taxpayer, there must be allowed, subject to the 
applicable limitations provided in this subsection, as a credit against the 
income tax iR1J3osoa lay this ohaJ3ter liability under section 57-38-30 for the 
taxable year, an amount equal to fifty percent of the aggregate amount of 
charitable contributions made by the taxpayer during the year to nonprofit 
private institutions of higher education located within the state or to the 
North Dakota independent college fund. 

a:, IA tRe ease ef a ta)EJ3ayer etRer thaA a eerJ30rcNioA, U=1e ame1:1nt 
allo1♦'*'al31e as a orodit 1:1nEier tl:iis s1:1Bseetien for any taMablo year may 
net e)(eeeB forty J3ereent ef U=ie ta1qaayer's total inooff'le ta)E 1:1neter tRis 
0RaJ3tor fer tRe year, er W.1O R1:1neireei fifty Sellars, wRioho1,or is less. 

&.- IA the ease of a oorJ3oratioA, tho The amount allowable as a credit 
under this subsection for any taxable year may not exceed twenty 
percent of the corporation's total income tax under this chapter for the 
year, or two thousand five hundred dollars, whichever is less. 

2. At the election of the taxpayer, there must be allowed, subject to the 
applicable limitations provided in this subsection, as a credit against the 
income tax iR1J3osea lay this eheJ3ter liability under section 57-38-30 for the 
taxable year, an amount equal to fifty percent of the aggregate amount of 
charitable contributions made by the taxpayer during the year directly to 
nonprofit private institutions of secondary education, located within the 
state. 

a:, In U=ie ease ef a ta1Er:,ayer otRer than a eerJ3eration, tl=le am01:1nt 
allov,•aBle as a orodit 1:1neier U=iis s1:1Bseetion for any ta1EaBle year may 
net 0)(8008 forl:y J3ereent ef tRe ta)EJ3ayer's total inooffle taJE 1:1n8er tRis 
0RaJ3tor fer tRe year, or tvro R1:1n8re8 fiHy SellaFs, wRiehovoF is less. 

&.- IA !ho ease of a e0FJl0FatioA, !ho The amount allowable as a credit 
under this subsection for any taxable year may not exceed twenty 
percent of the corporation's total income tax under this chapter for the 
year, or two thousand five hundred dollars, whichever is less. 

SECTION 10. AMENDMENT. Subsections 1 and 4 of section 57-38-01 .8 of 
the North Dakota Century Code are amended and reenacted as follows: 

1. Af+y- fl,,_ taxpayer filing a North Dakota income tax return pursuant to the 
provisions of this chapter may claim a credit against the tax liability under 
section 57-38-30 for the cost of a geothermal, solar, wind, or biomass 
energy device installed before January 1, 2011, in a building or on 
property owned or leased by the taxpayer in North Dakota. The credit 
provided in this section for a device installed before January 1, 2001, must 
be in an amount equal to five percent per year for three years, and for a 
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device installed after December 31, 2000, must be in an amount equal to 
three percent per year for five years of the actual cost of acquisition and 
installation of the geothermal, solar, wind, or biomass energy device and 
must be subtracted from any income tax liability of the taxpayer as 
determined pursuant to the provisions of this chapter. 

4. A partnership, subchapter S corporation, limited partnership, limited 
liability company, or any other passthrough entity that installs a 
geothermal, solar, wind, or biomass energy device in a building or on 
property owned or leased by the passthrough entity must be considered to 
be the taxpayer for purposes of this section, and the amount of the credit 
allowed with respect to the entity's investments must be determined at the 
passthrough entity level. The amount of the total credit determined at the 
entity level must be passed through to the corporate partners, 
shareholders, or members in proportion to their respective interests in the 
passthrough entity. 

SECTION 11. AMENDMENT. Section 57-38-01.14 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.14. No gain recognized on property subject to eminent domain 
sale or transfer. If any private property, through the exercise of eminent domain, is 
involuntarily converted into property of either like or unlike kind, no gain, either ordinary 
or capital, may be recognized for corporate income tax purposes. 

SECTION 12. AMENDMENT. Section 57-38-01.16 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.16. Income tax credit for employment of developmentally 
disabled or chronically mentally Ill persons. Arty- & taxpayer filing an income tax 
return under this chapter, elEeeJ:!t a Fett:1FR OR whieh liability is eletenfliReel ttREleF seetioR 
§7 a8 ae.a, may claim a credit against the tax liability imposed under section 57-38-30 
for a portion of the wages paid to a developmentally disabled or chronically mentally ill 
employee. The credit allowed under this section equals five percent of up to six 
thousand dollars in wages paid during the first twelve months of employment by the 
taxpayer for each developmentally disabled or chronically mentally ill employee of the 
taxpayer. Only wages actually paid during the taxpayer's taxable year may be 
considered for purposes of this section. An employee of a subcontractor is considered 
an employee of the contractor to the extent of any wages paid under the contract. 

The total of credits allowed under this section may not exceed fifty percent of 
the taxpayer's liability under this chapter. 

SECTION 13. AMENDMENT. Section 57-38-01 .17 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.14. Credit for Investments In development corporations. AR 
iReliYielttal, estate, tFttst, eF & corporation is allowed, as a credit against a tax otherwise 
due under section e7 as 29 eF 57-38-30, the credit for buying membership in, or paying 
dues or contributions to, a certified nonprofit development corporation as provided in 
section 10-33-124 . 

SECTION 14. AMENDMENT. Subsection 1 of section 57-38-01 .20 of the 
North Dakota Century Code is amended and reenacted as follows: 

1. An individual is entitled to a credit against the tax imposed under section 
§7 a8 29 oF 57-38-30.3 in the amount of qualified care expenses under 

(21 □EsK, (31 coMM Page No. 5 sR-49-s1s2 
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this section paid by the individual for the care of a qualifying family 
member during the taxable year. 

SECTION 15. AMENDMENT. Subsections 2 and 4 of section 57-38-01 .21 of 
the North Dakota Century Code are amended and reenacted as follows: 

2. An individual is allowed a tax credit against the tax imposed by section 
§7 as 29 er 57-38-30.3 in an amount equal to forty percent of the present 
value of the aggregate amount of the charitable gift portion of planned gifts 
made by the taxpayer during the year to a qualified nonprofit organization 
or qualified endowment. The maximum credit that may be claimed under 
this subsection for contributions made in a taxable year is ten thousand 
dollars, or twenty thousand dollars for married individuals filing a joint 
return. The credit allowed under this section may not exceed the 
taxpayer's income tax liability. 

4. An estate or trust is allowed a tax credit in an amount equal to forty 
percent of a charitable gift to a qualified endowment. The maximum credit 
allowed under this subsection for contributions made in a taxable year is 
ten thousand dollars. The allowable credit must be apportioned to the 
estate or trust and to its beneficiaries on the basis of the income of the 
estate or trust allocable to each, and the beneficiaries may claim their 
share of the credit against the tax imposed by section e7 as 29, 57-38-30, 
or 57-38-30.3. A beneficiary may claim the credit only in the beneficiary's 
taxable year in which the taxable year of the estate or trust ends. 
Subsections 6 and 7 apply to the estate or trust and its beneficiaries with 
respect to their respective shares of the apportioned credit. 

SECTION 16. AMENDMENT. Section 57-38-01 .22 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.22. Income tax credit for blendlng of blodlesel fuel. A fuel 
supplier licensed pursuant to section 57-43.2-05 who blends biodiesel fuel is entitled to 
a credit against tax liability determined under section §7 as 29, 57-38-30, or 
57-38-30.3 in the amount of five cents per gallon [3.79 liters] of biodiesel fuel of at least 
five percent blend, otherwise known as 85. For purposes of this section, "biodiesel" 
means fuel meeting the specifications adopted by the American society for testing and 
materials. The credit under this section may not exceed the taxpayer's liability as 
determined under this chapter for the taxable year and each year's unused credit 
amount may be carried forward for up to five taxable years. 

A partnership, subchapter S corporation, limited partnership, limited liability 
company, or any other passthrough entity entitled to the credit under this section must 
be considered to be the taxpayer for purposes of this section, and the amount of the 
credit allowed must be determined at the passthrough entity level. The amount of the 
total credit determined at the entity level must be passed through to the partners, 
shareholders, or members in proportion to their respective interests in the passthrough 
entity. 

SECTION 17. AMENDMENT. Section 57-38-01 .23 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.23. Income tax credit for blodlesel sales equipment costs. A 
seller of biodiesel fuel is entitled to a credit against tax liability determined under 
section e7 as 29, 57-38-30, or 57-38-30.3 in the amount of ten percent per year for five 
years of the biodiesel fuel seller's direct costs incurred after December 31, 2004, to 
adapt or add equipment to a facility, licensed under section 57-43.2-05, to enable the 
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facility to sell diesel fuel containing at least two percent biodiesel fuel by volume. For 
purposes of this section, "biodiesel fuel" means fuel meeting the specifications adopted 
by the American society for testing and materials. The credit under this section may 
not exceed a taxpayer's liability as determined under this chapter for the taxable year 
and each year's unused credit amount may be carried forward for up to five taxable 
years. A biodiesel fuel seller is limited to fifty thousand dollars in the cumulative 
amount of credits under this section for all taxable years. A biodiesel fuel seller may 
not claim a credit under this section for any taxable year before the taxable year in 
which the facility begins selling biodiesel fuel containing at least two percent biodiesel 
fuel by volume, but eligible costs incurred before the taxable year sales begin may be 
claimed for purposes of the credit under this section for taxable years on or after the 
taxable year sales of biodiesel fuel begin. 

A partnership, subchapter S corporation, limited partnership, limited liability 
company, or any other passthrough entity entitled to the credit under this section must 
be considered to be the taxpayer for purposes of this section, and the amount of the 
credit allowed must be determined at the passthrough entity level. The amount of the 
total credit determined at the entity level must be passed through to the partners, 
shareholders, or members in proportion to their respective interests in the passthrough 
entity. 

SECTION 18. AMENDMENT. Section 57-38-01 .24 of the North Dakota 
Century Code is amended and reenacted as follows: 

(2) DESK, (3) COMM 

57-38-01.24. Internship employment tax credit. 

1. A taxpayer that is an employer within this state is entitled to a credit as 
determined under this section against state income tax liability under 
section 57 38 29, 57-38-30, or 57-38-30.3 for qualified compensation paid 
to an intern employed in this state by the taxpayer. To qualify for the credit 
under this section, the internship program must meet the following 
qualifications: 

a. The intern must be an enrolled student in an institution of higher 
education or vocational technical education program who is seeking a 
degree or a certification of completion in a major field of study closely 
related to the work experience performed for the taxpayer; 

b. The internship must be taken for academic credit or count toward the 
completion of a vocational technical education program; 

c. The intern must be supervised and evaluated by the taxpayer; and 

d. The internship position must be located in this state. 

2. The amount of the credit to which a taxpayer is entitled is ten percent of 
the stipend or salary paid to a college intern employed by the taxpayer. A 
taxpayer may not receive more than three thousand dollars in total credits 
under this section for all taxable years combined. 

a. The tax credit under this section applies to a stipend or salary for not 
more than five interns employed at the same lime. 

b. A partnership, subchapter S corporation, or limited liability company 
that for tax purposes is treated like a partnership that is entitled to the 
credit under this section must be considered to be the taxpayer for 
purposes of calculating the credit. The amount of the allowable credit 
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must be determined at the passthrough entity level. The total credit 
determined at the entity level must be passed through to the partners, 
shareholders, or members in proportion to their respective interests in 
the passthrough entity. 

SECTION 19. AMENDMENT. Section 57-38-01 .25 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.25. Workforce recruitment credit for hard-to-1111 employment 
positions. A taxpayer that is an employer in this state is entitled to a credit as 
determined under this section against state income tax liability under section §7 as 29, 
57-38-30, or 57-38-30.3 for costs the taxpayer incurred during the tax year to recruit 
and hire employees for hard-to-fill employment positions within this state for which the 
annual salary for the position meets or exceeds the state average wage. 

(2) DESK, (3) COMM 

1. The amount of the credit to which a taxpayer is entitled is five percent of 
the salary paid for the first twelve consecutive months to the employee 
hired for the hard-to-fill employment position. To qualify for the credit 
under this section, the employee must be employed by the taxpayer in the 
hard-to-fill employment position for twelve consecutive months. 

2. For purposes of this section: 

a. "Extraordinary recruitment methods" means using all of the following: 

(1) A person with the exclusive business purpose of recruiting 
employees and for which a fee is charged by that recruiter. 

(2) An advertisement in a professional trade journal, magazine, or 
other publication, the main emphasis of which is providing 
information to a particular trade or profession. 

(3) A web site, the sole purpose of which is to recruit employees 
and for which a fee is charged by the web site. 

(4) Payment of a signing bonus, moving expenses, or nontypical 
fringe benefits. 

b. "Hard-to-fill employment position" means a job that requires the 
employer to use extraordinary recruitment methods and for which the 
employer's recruitment efforts for the specific position have been 
unsuccessful for six consecutive calendar months. 

c. "State average wage" means one hundred twenty-five percent of the 
state average wage published annually by job service North Dakota 
and which is in effect at the time the employee is hired. 

3. The taxpayer may claim the credit in the first tax year beginning after the 
employee hired for the hard-to-fill position has completed the employee's 
first twelve consecutive months of employment in the hard-to-fill position 
with the taxpayer. 

4. The credit under this section may not exceed a taxpayer's liability for the 
taxable year as determined under this chapter. Any amount of unused 
credit may be carried forward for up to four taxable years after the taxable 
year in which the credit could initially be claimed. 

Page No. 8 SR-49-5182 



• 

• 

REPORT OF STANDING COMMITTEE (410) 
March 18, 2009 8:52 a.m. 

Module No: SR-49-5182 
Carrier: Hogue 

Insert LC: 90715.0307 Title: .0400 

5. A partnership, subchapter S corporation, or limited liability company that 
for tax purposes is treated like a partnership that is entitled to the credit 
under this section must be considered to be the taxpayer for purposes of 
this section and the amount of the credit allowed must be determined at 
the passthrough entity level. The amount of the total credit determined at 
the passthrough entity level must be allowed to the members in proportion 
to their respective interests in the passthrough entity. 

SECTION 20. AMENDMENT. Section 57-38-01 .26 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.26. Angel fund Investment tax credit. A taxpayer is entitled to a 
credit against state income tax liability under section !i7 ae 29, 57-38-30, or 57-38-30.3 
for an investment made in an angel fund that is incorporated in this state. The angel 
fund must be in compliance with the securities laws of this state for the investment to 
qualify for the tax credit under this section. The amount of the credit to which a 
taxpayer is entitled is forty-five percent of the amount invested by the taxpayer in an 
angel fund during the taxable year. The aggregate annual credit for which a taxpayer 
may obtain a tax credit is not more than forty-five thousand dollars. To be eligible for 
the credit, the investment must be at risk in the angel fund for at least three years. 
Investments placed in escrow do not qualify for the credit. The credit must be claimed 
in the taxable year in which the investment in the angel fund was received by the angel 
fund. The credit allowed may not exceed the liability for tax under this chapter. If the 
amount of credit determined under this section exceeds the liability for tax under this 
chapter, the excess may be carried forward to each of the four succeeding taxable 
years. A taxpayer claiming a credit under this section may not claim any credit 
available to the taxpayer as a result of an investment made by the angel fund in a 
qualified business under chapter 57-38.5 or 57-38.6. 

SECTION 21. AMENDMENT. Subsection 6 of section 57-38-01 .27 of the 
North Dakota Century Code is amended and reenacted as follows: 

6. A taxpayer that is certified as a microbusiness is entitled to tax credits 
against tax liability as determined under section !i7 ae 29, 57-38-30, or 
57-38-30.3 equal to twenty percent of the taxpayer's new investment and 
new employment in the microbusiness during the taxable year. A taxpayer 
may not obtain more than ten thousand dollars in credits under this section 
over any combination of taxable years. 

SECTION 22. AMENDMENT. Subsection 1 of section 57-38-01 .29 of the 
North Dakota Century Code is amended and reenacted as follows: 

1. In addition to any other credit or deduction allowed by law for a 
homeowner, an individual is entitled to a credit against the tax imposed 
under section !i7 ae 29 er 57-38-30.3 for taxable years 2007 and 2008 in 
the amount of ten percent of property taxes or mobile home taxes that 
became due during the income tax taxable year and are paid which were 
levied against the individual's homestead in this state. For purposes of 
this section, "property taxes" does not include any special assessments. 

SECTION 23. AMENDMENT. Subsection 1 of section 57-38-01 .30 of the 
North Dakota Century Code is amended and reenacted as follows: 

1. In addition to any other credit or deduction allowed by law for a property 
owner, an individual or corporation is entitled to a credit against the tax 
imposed under section 67 aB 29, 57-38-30; or 57-38-30.3 for taxable 
years 2007 and 2008 in the amount of ten percent of property taxes or 

<2> □EsK, (3) coMM Page No. 9 sR-49-s1a2 



• 
REPORT OF STANDING COMMITTEE (410) 
March 18, 2009 8:52 a.m. 

Module No: SR-49-5182 
Carrier: Hogue 

Insert LC: 90715.0307 Title: .0400 

mobile home taxes that became due during the income tax taxable year 
and are paid which were levied against commercial property in this state. 
For purposes of this section, "property taxes" does not include any special 
assessments. 

a. The amount of the credit under this section may not exceed one 
thousand dollars for any taxpayer. 

b. The amount of the credit under this section may not exceed the 
taxpayer's tax liability under this chapter. 

c. The amount of the credit under this section may not exceed one 
thousand dollars for married persons filing a joint return or five 
hundred dollars for a single individual or married individual filing 
separate returns. 

SECTION 24. AMENDMENT. Section 57-38-04 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38-04. Allocation and apportionment of gross Income of Individuals. 
The gross income of individuals must be allocated and apportioned as follows: 

(2) DESK, (3) COMM 

1. a. Income from personal or professional services performed in this state 
by individuals must be assigned to this state regardless of the 
residence of the recipients of such income, except that income from 
such services performed within this state by an individual who resides 
and has the individual's place of abode in another state to which 
place of abode the individual customarily returns at least once a 
month must be excluded from the individual's income for the 
purposes of this chapter if such income is subject to an income tax 
imposed by the state in which the individual resides, provided that the 
state in which the individual resides allows a similar exclusion for 
income received from similar services performed in that state by 
residents of North Dakota. 

b. Notwithstanding any other provision of this chapter, the compensation 
received from services performed within this state by an individual, 
who performs services for a common carrier engaged in interstate 
transportation and who resides and has the individual's place of 
abode to which the individual customarily returns at least once a 
month in another state, must be excluded from income to the extent 
that the income is subject to an income tax imposed by the state of 
the individual's residence; provided, that the state allows a similar 
exclusion of the compensation received by residents of North Dakota 
for similar services performed therein, or a credit against the tax 
imposed on the income of residents of this state that is substantially 
similar in effect. For purposes of this subdivision, the term an 
individual who performs services for a common carrier engaged in 
interstate transportation is limited to an individual who performs the 
services for a common carrier only during the course of making 
regular runs into North Dakota or from within North Dakota to outside 
North Dakota, or both, on the transportation system of the common 
carrier. 

2. a-: Income received from personal or professional services performed by 
residents of this state, regardless of where such services are 
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(2) DESK, (3) COMM 

Ir. 

performed, and income received by residents of this state from 
intangible personal property must be assigned to this state. 

A resideAt indivi8ual, estate, er trttst is entitleet te a eredit a@ainst the 
ta>< iFAl,9899el l:JA8er this ehapter Of11:J8I te tRe 8ffl0UAt ef iAOOFflO ta)( 
f:)aiel fer tRe ta~cable year ta anethor state er territory ef tRe Unites 
States er the Distriet ef Goh::JFAbia en ineeme eJeri>v•ed freffl sourees in 
U1ose juris8ietiens that is else taxable uneer this seetien. TRe ta>< 
OOFFIFAissioner A=tay requir:e .., .. ritten 19reef of the tax 19ai8 ta aneU=ier 
state. TRe re1:11:tired preef ffiuot be 19r011idOEt in a forFA anei fflanner as 
eietermineB By the tax eeFAFAiosiener. Fer an inEiiviSual, estate, or 
tn::1st tl=lat is a resiSont ef tRis state fer the entire ta~cable year, the 
erodit allowed unSer this s1:1B8i1,cisieR FAay Ret m<eeeS aR aFRe1:Jnt 
e1;11:1al te the ta)< iFApesea 1:JR8er this ehapter FA1:Jltiplie8 By a ratie e1;11:1al 
te feSeral aeij1:1stea grass iRooFAe aerivea froFA sO1:1rees iR the other 
j1:1ris8iotioR 8i1w•i8O8 By tetal fe8eral a8j1:Jste8 §Foss iRooFAo loss the 
aFAO1:1nts 1:JRSer s1:1B8ivisieRs a aAS s ef s1:1BseetioR 1 of 
seotieA 67 as 91 .2. For aA iA8i1,•iet1:1al, estate, or tr1:1st tt=.at is a 
rosi9oRt of this state for only part et tho taMaBle year, tho eroetit 
alle1A'Oei 1:JReior this s1:1Beii1,cisioR fflay not e><eee8 tlie lesser ef tlie 
fellowing: 

f=4 The t~c ifflposea 1:1naer this ehapter FA1:1ltiplie8 By a ratio O1;11:1al 
to feeieral aeij1:1stoei grass ineoFRe Sori1,•O8 troff! sO1:1rees in tlie 
otlior j1:Jrisdietien reeoi1w108 1,1,•hile a resident of tliis state di1, 1ided 
By federal a8j1:1sted gross ineofflo elori1, 1O8 freffl ~Jortli Dal<eta 
se1:1rees less the aFAe1:1nts 1:1n8er tRis s1:1Bseetien. 

t2,- TRe tm< paiS te the ether j1:Jrisdietien FAtJltiplied By a ratio eettJal 
te feeteral aetj1:Jste8 grass ineeffie deriveet froFA sotJrees in the 
otRer jtJrisdietien reeei•,1O8 •1t•Aile a resieient of this state SiviSeei 
By feeter-al aetj1:Jste8 grass ineeFAe eterivea freFR sO1:Jrees in tRe 
etRer states. 

3. Income and gains received from tangible property not employed in the 
business and from tangible property employed in the business of the 
taxpayer, if such business consists principally of the holding of such 
property and collection of income and gains therefrom, must be assigned 
to this state without regard to the residence of the recipient if such property 
has a situs within this state. 

4. Income derived from business activity carried on by an individual as a sole 
proprietorship, or through a partnership, subchapter S corporation, or other 
passthrough entity, must be assigned to this state without regard to the 
residence of the individual if the business activity is conducted wholly 
within this state. Income derived from gaming activity carried on in this 
state by an individual must be assigned to this state without regard to the 
residence of the individual. 

5. Whenever business activity is carried on partly within and partly without 
this state by a nonresident of this state as a sole proprietorship, or through 
a partnership, subchapter S corporation, or other passthrough entity, the 
entire income therefrom must be allocated to this state and to other states, 
according to the provisions of chapter 57-38.1, providing for allocation and 
apportionment of income of corporations doing business within and without 
this state. 

Page No. 11 SR-49-5182 



• 

• 

REPORT OF STANDING COMMITTEE (410) 
March 18, 2009 8:52 a.m. 

Module No: SR-49-5182 
Carrier: Hogue 

Insert LC: 90715.0307 Tltle: .0400 

6. a. Income and gains received by a resident of this state from tangible 
property not employed in the business and from tangible property 
employed in the business of the taxpayer, if the business consists 
principally of the holding of the property and the collection of income 
and gains from the business, must be assigned to this state without 
regard to the situs of the property. 

b. Income derived from business activity carried on by residents of this 
state, whether the business activity is conducted as a sole 
proprietorship, or through a partnership, subchapter S corporation, or 
other passthrough entity, must be assigned to this state without 
regard to where the business activity is conducted, and the provisions 
of chapter 57-38.1 do not apply. If the taxpayer believes the 
operation of this subdivision with respect to the taxpayer's income is 
unjust, the taxpayer may petition the tax commissioner who may 
allow use of another method of reporting income, including separate 
accounting. 

e-:- A rosideAt indi11idual, estate, or tr1:Jst is entitleet to a eredit against the 
talE ifflposed 1:1n8er this oha13tor et:11::1al to tho amount of inoome ta~E 
J3aid fer tl:1e ta~Eable year to another state or territory of tRe UnitoeJ 
EHates or U:io Qistriot of GoluA'lbia en ineeA'le elori1, 1od from souroos in 
those jurisdietiens tRat is aloe suBjeet to ta~e wnaer tl=iis seetion. Tho 
taH eemmiosioner may F0(:11:Jire written J3Feef of U=ie ta>E paiel to anotf=lor 
state. TRe re(:1uirod proof must Be pro¥idoeJ in a ferffl anet ffianner as 
etetorA=iinoa By the ta~E eemA=iissioner. For an inEJi1,cieh::1al, estate, or 
trt:1st U=iat is a resident ef tt=.is state fer tRo eAUre tal<able year, the 
oredit allo1.,1ea UAdor this su89i>,sisioA FAay AOt 8)(8eed aA aFRSUAt 
ef=lual te the ta* ifflpesea uABer this ehapter Aiultipliea By a retie ef=lual 
to teaeral aajustea @ross iAeeAie eieri11ed from sour:ees iA the ether 
jurisBietieA di11i8e8 by tetal feEieral aEijusteei gross iAOOFRO less the 
affieuAts uAder subEiivisieAa a aAeJ o ef subseetieA 1 ef 
seetieA §7 as 81.2. Fer aA iAEii11i8ual, estate, er trust that is a 
Fosi9eRt of this state feF ORiy f:)art et the ta*able year, the eredit 
alleweel uneler this subdi11isien ffiOY Aet e*eeea tl=te lesser ef the 
lollowiR!J: 

f+t Tho ta)( iFAposed uAder this ehapter ffiUltiplieei By a raUe 8€11:Jal 
te federal adjustea grass iAeeffie aeriveet freFA seurees iR the 
etRer jurisdietieA reeeit.,ed v,•hilo a resideAt of this state divides 
By federal aetjustoa QFOSS iAOOFAO eleri1,ed fFeFA ~Jerth Dal<eta 
souroes less the amounts 1:1n9er sub9h,isioAs a aA9 b of 
subseetieA 2. 

f2t TRe taJc f:)aiS to tRe etRor juriseiiotioA multiplioS By a ratio o~ual 
to feeieral adjustea gross iReome eieri1.ioei freFA seuroes iR tRe 
ether j1:1risdiotioA reeei1.ie8 wRile a resident of tRis state 8i1t'i8ed 
by federal adjusted gross ineoFAo derived freFA seuroes in the 
ether states. 

7. All other items of gross income must be assigned to the taxpayer's 
domicile. 

8. The privileges granted nonresidents apply only when other states grant to 
the residents of North Dakota the same privilege. 

This seetion applies to every ineeR1e year Beginning aHer DeeeFAber a1, 19§6. 
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SECTION 25. AMENDMENT. Subsection 2 of section 57-38-08.1 of the North 
Dakota Century Code is amended and reenacted as follows: 

2. Resident partners, limited to individuals, estates, and trusts, must report 
their entire distributive share to this state as provided in subdivision b of 
subsection 6 of section 57-38-04, and may claim a credit for taxes paid to 
another state on that portion of their distributive share attributable to and 
taxed by another state, as provided in subdivision e j of subsection 6 1 of 
section §7 38 04 57-38-30.3. 

SECTION 26. AMENDMENT. Section 57-38-30.3 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38-30.3. Slm11llfled mell=led ef eem1111UR!1 Individual, estate. and trust 
Income tax. 

1. A tax is hereby imposed for each taxable year upon income earned or 
received in that taxable year by every resident and nonresident individual, 
estate, and trust. A taxpayer computing the tax under this section is only 
eligible for those adjustments or credits that are specifically provided for in 
this section. Provided, that for purposes of this section, any person 
required to file a state income tax return under this chapter, but who has 
not computed a federal taxable income figure, shall compute a federal 
taxable income figure using a pro forma return in order to determine a 
federal taxable income figure to be used as a starting point in computing 
state income tax under this section. The tax for individuals is equal to 
North Dakota taxable income multiplied by the rates in the applicable rate 
schedule in subdivisions a through d corresponding to an individual's filing 
status used for federal income tax purposes. For an estate or trust, the 
schedule in subdivision e must be used for purposes of this subsection. 

a. Single, other than head of household or surviving spouse. 
If North Dakota taxable income is: The tax is equal to: 
Not over $27,0§0 $33.950 2-:-W% 1.70% 
Over $27,0§0 $33.950 but not $§68.0§ $577.15 plus 3.92% 3.40% 
over $6e,ee0 $82,250 of amount over $27,0e0 $33.950 
Over $6e,ee0 $82.250 but not $2,077.26 $2,219.35 plul:l 4 .34% 3.60% 
over $136,760 $171,550 of amount over $6e,ee0 $82.250 
Over $136,7§0 $171.550 but not $e,167.33 $5.434.15 plul:l e.04% 4.25% 
over $207,3§0 $372,950 of amount over $136,7§0 $171,550 
Over $207,3§0 $372,950 $13,261 .!i7 $13,993.65 plw:; e.e4% 5.00% 

of amount over $207,3§0 $372,950 

b. Married filing jointly and surviving spouse. 
If North Dakota taxable income is: The tax is equal to: 
Not over $4§,200 $56,750 2-:-W% 1.70% 
Over $4§,200 $56,750 but not $040.20 $964.75 plus 3.02% 3.40% 
over $100,2§0 $137,050 of amount over $4§,200 $56,750 
Over $100,2§0 $137,050 but not $3,4§0.06 $3,694.95 plul:l 4.34% 3.60% 
over $166,§00 $208,850 of amount over $100,2§0 $137,050 
Over $166,§00 $208,850 but not $§,944.61 $6,279.75 plul:l §.04% 4.25% 
over $207,3§0 $372,950 of amount over $166,eOO $208,850 
Over $297,3§0 $372.950 $12,§39.4§ $13,254 plus §.§4% 5.00% 

of amount over $297,3§0 $372,950 

c. Married filing separately. 
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If North Dakota taxable income is: 
Not over $22,699 $28,375 
Over $22,699 $28,375 but not 
over $54,625 $68,525 
Over $54,625 $68,525 but not 
over $Ba,2e9 $104.425 
Over $8a,259 $104.425 but not 
over $148,675 $186.475 
Over $148,675 $186.475 

d. Head of household. 
If North Dakota taxable income is: 
Not over $a6,2e9 $45,500 
Over $a6,2e9 $45,500 but not 
over $0a,6e9 $117.450 
Over $0a ,6e9 $117.450 but not 
over $181 ,6§9 $190,200 
Over $1 e1 ,6§9 $190,200 but not 
over $207,ae9 $372.950 
Over $207,aee $372.950 

e. Estates and trusts. 
If North Dakota taxable income is: 
Not over $1,899 $2,300 
Over $1,899 $2,300 but not 
over $4,2e9 $5,350 
Over $4,259 $5.350 but not 
over $6,599 $8,200 
Over $6,§99 $8,200 but not 
over $8,999 $11. 150 
Over $8,999 $11.150 
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The tax is equal to: 
2.19% 1.70% 
$474.69$482.38 plus a.02% 3.40% 
of amount over $22,699 $28,375 
$1,729.98 $1,847.48 plut> 4.a4% 3.60% 
of amount over $e4,62!i $68,525 
$2,972.a1 $3,139.88 plut> e.94% 4.25% 
of amount over $8a,2e9 $104.425 
$6,269.7a $6,627.01 plut> 5.54% 5.00% 
of amount over $148,675 $186.475 

The tax is equal to: 
2,.1.Q% 1.70% 
$761.2§ $773.50 plus a.02%, 3.40% 
of amount over $a6,2e9 $45,500 
$a,911.aa $3,219.80 plut> 4.a4~?; 3.60% 
of amount over $0a,6e9 $117.450 
$e,e28.ea $5,838.80 plut> e.94~?; 4.25% 
of amount over $1§1 ,6e9 $190,200 
$12,871.81 $13,605.68 plus e.e4% 5.00% 
of amount over $207,ae9 $372,950 

The tax is equal to: 
~ 1.70% 
$a7.89$39.10 plus a.02% 3.40% 
of amount over $1,899 $2,300 
$1aa.s4 $142.80 plus 4.a4% 3.60% 
of amount over $4,259 $5,350 
$2a1.49 $245.40 plus e.94% 4.25% 
of amount over $6,599 $8,200 
$a52.45 $370.78 plus 5.54% 5.00% 
of amount over $8,099 $11.150 

I. For an individual who is not a resident of this state for the entire year, 
or for a nonresident estate or trust, the tax is equal to the tax 
otherwise computed under this subsection multiplied by a fraction in 
which: 

(2) DESK, (3) COMM 

( 1) The numerator is the federal adjusted gross income allocable 
and apportionable to this state; and 

(2) The denominator is the federal adjusted gross income from all 
sources reduced by the net income from the amounts specified 
in subdivisions a and b of subsection 2. 

In the case of married individuals filing a joint return, if one spouse is 
a resident of this state for the entire year and the other spouse is a 
nonresident for part or all of the tax year, the tax on the joint return 
must be computed under this subdivision . 

g. For taxable years beginning after December 31, 2001, the tax 
commissioner shall prescribe new rate schedules that apply in lieu of 
the schedules set forth in subdivisions a through e. The new 
schedules must be determined by increasing the minimum and 
maximum dollar amounts for each income bracket for which a tax is 
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h. 

imposed by the cost-of-living adjustment for the taxable year as 
determined by the secretary of the United States treasury for 
purposes of section 1 (f) of the United States Internal Revenue Code 
of 1954, as amended. For this purpose, the rate applicable to each 
income bracket may not be changed, and the manner of applying the 
cost-of-living adjustment must be the same as that used for adjusting 
the income brackets for federal income tax purposes. 

The tax commissioner shall prescribe an optional simplified method of 
computing tax under this section that may be used by an individual 
taxpayer who is not entitled to claim an adjustment under 
subsection 2 or credit against income tax liability under subsection 7. 

i.,_ A resident individual. estate, or trust is entitled to a credit against the 
tax imposed under this chapter equal to the amount of income tax 
paid for the taxable year to another state or territory of the United 
States or the District of Columbia on income derived from sources in 
those jurisdictions that is also taxable under this section. The tax 
commissioner may require written proof of the tax paid to another 
state. The required proof must be provided in a form and manner as 
determined by the tax commissioner. For an individual, estate. or 
trust that is a resident of this state for the entire taxable year, the 
credit allowed under this subdivision may not exceed an amount 
equal to the tax imposed under this chapter multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the other 
jurisdiction divided by total federal adjusted gross income. For an 
individual. estate, or trust that is a resident of this state for only part of 
the taxable year. the credit allowed under this subdivision may not 
exceed the lesser of the following: 

ill The tax imposed under this chapter multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from North Dakota 
sources less the amounts under this subsection. 

© The tax paid to the other jurisdiction multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from sources in the 
other states. 

1. A resident individual. estate, or trust is entitled to a credit against the 
tax imposed under this chapter equal to the amount of income tax 
paid for the taxable year to another state or territory of the United 
States or the District of Columbia on income derived from sources in 
those jurisdictions that is also subject to tax under this section. The 
tax commissioner may require written proof of the tax paid to another 
state. The required proof must be provided in a form and manner as 
determined by the tax commissioner. For an individual. estate. or 
trust that is a resident of this state for the entire taxable year, the 
credit allowed under this subdivision may not exceed an amount 
equal to the tax imposed under this chapter multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the other 
jurisdiction divided by total federal adjusted gross income. For an 
individual, estate, or trust that is a resident of this state for only part of 
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the taxable year. the credit allowed under this subdivision may not 
exceed the lesser of the following: 

ill The tax imposed under this chapter multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from North Dakota 
sources less the amounts under subdivision i. 

@ The tax paid to the other jurisdiction multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from sources in the 
other states. 

2. For purposes of this section, "North Dakota taxable income" means the 
federal taxable income of an individual, estate, or trust as computed under 
the Internal Revenue Code of 1986, as amended, adjusted as follows: 

a. Reduced by interest income from obligations of the United States and 
income exempt from state income tax under federal statute or United 
States or North Dakota constitutional provisions. 

b. Reduced by the portion of a distribution from a qualified investment 
fund described in section 57-38-01 which is attributable to 
investments by the qualified investment fund in obligations of the 
United States, obligations of North Dakota or its political subdivisions, 
and any other obligation the interest from which is exempt from state 
income tax under federal statute or United States or North Dakota 
constitutional provisions. 

c. Reduced by the amount equal to the earnings that are passed 
through to a taxpayer in connection with an allocation and 
apportionment to North Dakota under chapter 57-35.3. 

d. Reduced by thirty percent of the excess of the taxpayer's net 
long-term capital gain for the taxable year over the net short-term 
capital loss for that year, as computed for purposes of the Internal 
Revenue Code of 1986, as amended. The adjustment provided by 
this subdivision is allowed only to the extent the net long-term capital 
gain is allocated to this state. 

e. Increased by the amount of a lump sum distribution for which income 
averaging was elected under section 402 of the Internal Revenue 
Code of 1986 [26 U.S.C. 402], as amended. This adjustment does 
not apply if the taxpayer received the lump sum distribution while a 
nonresident of this state and the distribution is exempt from taxation 
by this state under federal law. 

f. Increased by an amount equal to the losses that are passed through 
to a taxpayer in connection with an allocation and apportionment to 
North Dakota under chapter 57-35.3. 

g. Reduced by the amount received by the taxpayer as payment for 
services performed when mobilized under title 1 o United States Code 
federal service as a member of the national guard or reserve member 
of the armed forces of the United States. This subdivision does not 
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h. 

i. 

j. 

apply to federal service while attending annual training, basic military 
training, or professional military education. 

Reduced by income from a new and expanding business exempt 
from state income tax under section 40-57.1-04. 

Reduced by interest and income from bonds issued under chapter 
11-37. 

Reduced by up to ten thousand dollars of qualified expenses that are 
related to a donation by a taxpayer or a taxpayer's dependent, while 
living, of one or more human organs to another human being for 
human organ transplantation. A taxpayer may claim the reduction in 
this subdivision only once for each instance of organ donation during 
the taxable year in which the human organ donation and the human 
organ transplantation occurs but if qualified expenses are incurred in 
more than one taxable year, the reduction for those expenses must 
be claimed in the year in which the expenses are incurred. For 
purposes of this subdivision: 

(1) "Human organ transplantation" means the medical procedure 
by which transfer of a human organ is made from the body of 
one person to the body of another person. 

(2) "Organ" means all or part of an individual's liver, pancreas, 
kidney, intestine, lung, or bone marrow. 

(3) "Qualified expenses" means lost wages not compensated by 
sick pay and unreimbursed medical expenses as defined for 
federal income tax purposes, to the extent not deducted in 
computing federal taxable income, whether or not the taxpayer 
itemizes federal income tax deductions. 

k. Increased by the amount of the contribution upon which the credit 
under section 57-38-01 .21 is computed, but only to the extent that the 
contribution reduced federal taxable income. 

I. Reduced by the amount of any payment received by a veteran or 
beneficiary of a veteran under section 37-28-03 or 37-28-04. 

m. Reduced by the amount received by a taxpayer that was paid by an 
employer under paragraph 4 of subdivision a of subsection 2 of 
section 57-38-01 .25 to hire the taxpayer for a hard-to-fill position 
under section 57-38-01 .25, but only to the extent the amount received 
by the taxpayer is included in federal taxable income. The reduction 
applies only if the employer is entitled to the credit under section 
57-38-01 .25. The taxpayer must attach a statement from the 
employer in which the employer certifies that the employer is entitled 
to the credit under section 57-38-01 .25 and which specifically 
identified the type of payment and the amount of the exemption under 
this section. 

n. Reduced by the amount up to a maximum of five thousand dollars, or 
ten thousand dollars if a joint return is filed, for contributions made 
under a higher education savings plan administered by the Bank of 
North Dakota, pursuant to section 6-09-38. 
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o. Reduced by the amount of income of a taxpayer, who resides within 
the boundaries of any reservation in this state and who is an enrolled 
member of a federally recognized Indian tribe, from activities or 
sources within the boundaries of any reservation in this state. 

3. Married individuals filing a joint federal income tax return shall file a joint 
state income tax return if the return is filed under this section. If separate 
federal income tax returns are filed, one spouse's state income tax return 
may be filed under this section and the other spouse's income tax return 
may be filed under the other provisions of this chapter. 

4. a. A resident individual, estate, or trust is entitled to a credit against the 
tax imposed under this section for the amount of income tax paid by 
the taxpayer for the taxable year by another state or territory of the 
United States or the District of Columbia on income derived from 
sources in those jurisdictions that is also subject to tax under this 
section. 

b. For an individual, estate, or trust that is a resident of this state for the 
entire taxable year, the credit allowed under this subsection may not 
exceed an amount equal to the tax imposed under this section 
multiplied by a ratio equal to federal adjusted gross income derived 
from sources in the other jurisdiction divided by federal adjusted 
gross income less the amounts under subdivisions a and b of 
subsection 2 . 

c. For an individual, estate, or trust that is a resident of this state for only 
part of the taxable year, the credit allowed under this subsection may 
not exceed the lesser of the following: 

(1) The tax imposed under this chapter multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from North Dakota 
sources less the amounts under subdivisions a and b of 
subsection 2. 

(2) The tax paid to the other jurisdiction multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from sources in the 
other states. 

d. The tax commissioner may require written proof of the tax paid to 
another state. The required proof must be provided in a form and 
manner as determined by the tax commissioner. 

5. Individuals, estates, or trusts that file an amended federal income tax 
return changing their federal taxable income figure for a year for which an 
election to file state income tax returns has been made under this section 
shall file an amended state income tax return to reflect the changes on the 
federal income tax return. 

6. The tax commissioner may prescribe procedures and guidelines to prevent 
requiring income that had been previously taxed under this chapter from 
becoming taxed again because of the provisions of this section and may 
prescribe procedures and guidelines to prevent any income from 
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7. 

becoming exempt from taxation because of the provisions of this section if 
it would otherwise have been subject to taxation under the provisions of 
this chapter. 

A taxpayer filing a return under this section is entitled to the following tax 
credits: 

a. Family care tax credit under section 57-38-01 .20. 

b. Renaissance zone tax credits under sections 40-63-04, 40-63-06, 
and 40-63-07. 

c. Agricultural business investment tax credit under section 57-38.6-03. 

d. Seed capital investment tax credit under section 57-38.5-03. 

e. Planned gift tax credit under section 57-38-01 .21. 

f. Biodiesel fuel tax credits under sections 57-38-01 .22 and 

g. 

h. 

i. 

j. 

k. 

I. 

m. 

n. 

57-38-01 .23. 

Internship employment tax credit under section 57-38-01 .24. 

Workforce recruitment credit under section 57-38-01 .25. 

Angel fund investment tax credit under section 57-38-01 .26. 

Microbusiness tax credit under section 57-38-01 .27. 

Marriage penalty credit under section 57-38-01 .28. 

Homestead income tax credit under section 57-38-01 .29. 

Commercial property income tax credit under section 57-38-01 .30. 

Research and experimental expenditures under section 57-38-30.5. 

8. A taxpayer filing a return under this section is entitled to the exemption 
provided under section 40-63-04. 

9. a. If an individual taxpayer engaged in a farming business elects to 
average farm income under section 1301 of the Internal Revenue 
Code [26 U.S.C. 1301], the taxpayer may elect to compute tax under 
this subsection. If an election to compute tax under this subsection is 
made, the tax imposed by subsection 1 for the taxable year must be 
equal to the sum of the following: 

(1) The tax computed under subsection 1 on North Dakota taxable 
income reduced by elected farm income. 

(2) The increase in tax imposed by subsection 1 which would 
result if North Dakota taxable income for each of the three prior 
taxable years were increased by an amount equal to one-third 
of the elected farm income. However, if other provisions of this 
chapter other than this section were used to compute the tax 
for any of the three prior years, the same provisions in effect for 
that prior tax year must be used to compute the increase in tax 
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b. 

c. 

d. 

under this paragraph. For purposes of applying this paragraph 
to taxable years beginning before January 1, 2001, the 
increase in tax must be determined by recomputing the tax in 
the manner prescribed by the tax commissioner. 

For purposes of this subsection, "elected farm income" means that 
portion of North Dakota taxable income for the taxable year which is 
elected farm income as defined in section 1301 of the Internal 
Revenue Code of 1986 [26 U.S.C. 1301 ], as amended, reduced by 
the portion of an exclusion claimed under subdivision d of 
subsection 2 that is attributable to a net long-term capital gain 
included in elected farm income. 

The reduction in North Dakota taxable income under this subsection 
must be taken into account for purposes of making an election under 
this subsection for any subsequent taxable year. 

The tax commissioner may prescribe rules, procedures, or guidelines 
necessary to administer this subsection. 

10. The tax commissioner may prescribe tax tables, to be used in computing 
the tax according to subsection 1, if the amounts of the tax tables are 
based on the tax rates set forth in subsection 1. If prescribed by the tax 
commissioner, the tables must be followed by every individual, estate, or 
trust determining a tax under this section . 

SECTION 27. AMENDMENT. Section 57-38-30.5 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38-30.5. Income tax credit for research and experimental expenditures. 
A taxpayer is allowed a credit against the tax imposed under section 57 38 29, 
57-38-30, or 57-38-30.3 for conducting qualified research in this state. 

(2) DESK. (3) COMM 

1. The amount of the credit for taxpayers that earned or claimed a credit 
under this section in taxable years beginning before January 1, 2007, is 
calculated as follows: 

a. For the first taxable year beginning after December 31, 2006, the 
credit is equal to twenty-five percent of the first one hundred 
thousand dollars of the qualified research expenses for the taxable 
year in excess of the base period research expenses and equal to 
seven and one-half percent of all qualified research expenses for the 
taxable year more than one hundred thousand dollars in excess of 
the base period research expenses. 

b. For the second taxable year beginning after December 31, 2006, the 
credit is equal to twenty-five percent of the first one hundred 
thousand dollars of the qualified research expenses for the taxable 
year in excess of the base period research expenses and equal to 
eleven percent of all qualified research expenses for the taxable year 
more than one hundred thousand dollars in excess of the base period 
research expenses. 

c. For the third taxable year beginning after December 31, 2006, the 
credit is equal to twenty-five percent of the first one hundred 
thousand dollars of the qualified research expenses for the taxable 
year in excess of the base period research expenses and equal to 
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d. 

e. 

f. 

fourteen and one-half percent of all qualified research expenses for 
the taxable year more than one hundred thousand dollars in excess 
of the base period research expenses. 

For the fourth through the tenth taxable years beginning after 
December 31, 2006, the credit is equal to twenty-five percent of the 
first one hundred thousand dollars of the qualified research expenses 
for the taxable year in excess of the base period research expenses 
and equal to eighteen percent of all qualified research expenses for 
the taxable year more than one hundred thousand dollars in excess 
of the base period research expenses. 

For the eleventh taxable year beginning after December 31, 2006, 
and for each subsequent taxable year in which the taxpayer conducts 
qualified research in this state, the credit is equal to twenty-five 
percent of the first one hundred thousand dollars of the qualified 
research expenses for the taxable year in excess of the base period 
research expenses and equal to eight percent of all qualified research 
expenses for the taxable year more than one hundred thousand 
dollars in excess of the base period research expenses. 

The maximum annual credit a taxpayer may obtain under this section 
is two million dollars. Any credit amount earned in the taxable year in 
excess of two million dollars may not be carried back or forward as 
provided in subsection 7 . 

2. For taxpayers that have not earned or claimed a credit under this section 
in taxable years beginning before January 1, 2007, and which begin 
conducting qualified research in North Dakota in any of the first four 
taxable years beginning after December 31, 2006, the amount of the credit 
is equal to twenty-five percent of the first one hundred thousand dollars of 
the qualified research expenses for the taxable year in excess of the base 
period research expenses and equal to twenty percent of all qualified 
research expenses for the taxable year more than one hundred thousand 
dollars in excess of the base period research expenses. 

a. This rate applies through the tenth taxable year beginning after 
December 31, 2006. 

b. For the eleventh taxable year beginning after December 31, 2006, 
and for each subsequent taxable year in which the taxpayer conducts 
qualified research in this state, the credit is equal to twenty-five 
percent of the first one hundred thousand dollars of the qualified 
research expenses for the taxable year in excess of the base period 
research expenses and equal to eight percent of all qualified research 
expenses for the taxable year more than one hundred thousand 
dollars in excess of the base period research expenses. 

3. For taxpayers that have not earned or claimed a credit under this section 
in taxable years beginning before January 1, 2007, and which begin 
conducting qualified research in North Dakota in any taxable year following 
the fourth taxable year beginning after December 31, 2006, the amount of 
the credit is equal to twenty-five percent of the first one hundred thousand 
dollars of the qualified research expenses for the taxable year in excess of 
the base period research expenses and equal to eight percent of all 
qualified research expenses for the taxable year more than one hundred 
thousand dollars in excess of the base period research expenses. 

(2) DESK. (3) COMM Page No. 21 SR-49-5182 



• 

REPORT OF STANDING COMMITTEE (410) 
March 18, 2009 8:52 a.m. 

4. For purposes of this section: 

Module No: SR-49-5182 
Carrier: Hogue 

Insert LC: 90715.0307 Tltle: .0400 

a. "Base period research expenses" means base period research 
expenses as defined in section 41 (c) of the Internal Revenue Code 
[26 U.S.C. 41 (c)], except it does not include research conducted 
outside the state of North Dakota. 

b. "Director" means the director of the department of commerce division 
of economic development and finance. 

c. "Primary sector business" means a qualified business that through 
the employment of knowledge or labor adds value to a product, 
process, or service. 

d. "Qualified research" means qualified research as defined in 
section 41 (d) of the Internal Revenue Code [26 U.S.C. 41 (d)], except 
it does not include research conducted outside the state of North 
Dakota. 

e. "Qualified research and development company" means a taxpayer 
that is a primary sector business with annual gross revenues of less 
than seven hundred fifty thousand dollars and which has not 
conducted new research and development in North Dakota. 

f. "Qualified research expenses" means qualified research expenses as 
defined in section 41 (b) of the Internal Revenue Code [26 U.S.C. 
41 (b)], except it does not include expenses incurred for basic 
research conducted outside the state of North Dakota. 

5. The credit allowed under this section for the taxable year may not exceed 
the liability for tax under this chapter. 

6. In the case of a taxpayer that is a partner in a partnership or a member in 
a limited liability company, the credit allowed for the taxable year may not 
exceed an amount separately computed with respect to the taxpayer's 
interest in the trade, business, or entity equal to the amount of tax 
attributable to that portion of the taxpayer's taxable income which is 
allocable or apportionable to the taxpayer's interest in the trade, business, 
or entity. 

7. Except as provided in subsection 1, if the amount of the credit determined 
under this section for any taxable year exceeds the limitation under 
subsection 5, the excess may be used as a research credit carryback to 
each of the three preceding taxable years and a research credit carryover 
to each of the fifteen succeeding taxable years. The entire amount of the 
excess unused credit for the taxable year must be carried first to the 
earliest of the taxable years to which the credit may be carried and then to 
each successive year to which the credit may be carried and the amount 
of the unused credit which may be added under this subsection may not 
exceed the taxpayer's liability for tax less the research credit for the 
taxable year . 

8. A taxpayer that is certified as a qualified research and development 
company by the director may elect to sell, transfer, or assign all or part of 
the unused tax credit earned under this section. The director shall certify 
whether a taxpayer that has requested to become a qualified research and 
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development company meets the requirements of subsection 4. The 
director shall establish the necessary forms and procedures for certifying 
qualifying research and development companies. The director shall issue 
a certification letter to the taxpayer and the tax commissioner. A tax credit 
can be sold, transferred, or assigned subject to the following: 

a. A taxpayer's total credit assignment under this section may not 
exceed one hundred thousand dollars over any combination of 
taxable years. 

b. If the taxpayer elects to assign or transfer an excess credit under this 
subsection, the tax credit transferor and the tax credit purchaser 
jointly shall file with the tax commissioner a copy of the purchase 
agreement and a statement containing the names, addresses, and 
taxpayer identification numbers of the parties to the transfer, the 
amount of the credit being transferred, the gross proceeds received 
by the transferor, and the taxable year or years for which the credit 
may be claimed. The taxpayer and the purchaser also shall file a 
document allowing the tax commissioner to disclose tax information 
to either party for the purpose of verifying the correctness of the 
transferred tax credit. The purchase agreement, supporting 
statement, and waiver must be filed within thirty days after the date 
the purchase agreement is fully executed. 

c. The purchaser of the tax credit shall claim the credit beginning with 
the taxable year in which the credit purchase agreement was fully 
executed by the parties. A purchaser of a tax credit under this 
section has only such rights to claim and use the credit under the 
terms that would have applied to the tax credit transferor, except the 
credit purchaser may not carry back the credit as otherwise provided 
in this section. This subsection does not limit the ability of the tax 
credit purchaser to reduce the tax liability of the purchaser, 
regardless of the actual tax liability of the tax credit transferor. 

d. The original purchaser of the tax credit may not sell, assign, or 
otherwise transfer the credit purchased under this section. 

e. If the amount of the credit available under this section is changed as 
a result of an amended return filed by the transferor, or as the result 
of an audit conducted by the internal revenue service or the tax 
commissioner, the transferor shall report to the purchaser the 
adjusted credit amount within thirty days of the amended return or 
within thirty days of the final determination made by the internal 
revenue service or the tax commissioner. The tax credit purchaser 
shall file amended returns reporting the additional tax due or claiming 
a refund as provided in section 57-38-38 or 57-38-40, and the tax 
commissioner may audit these returns and assess or issue refunds, 
even though other time periods prescribed in these sections may 
have expired for the purchaser. 

f. Gross proceeds received by the tax credit transferor must be 
assigned to North Dakota. The amount assigned under this 
subsection cannot be reduced by the taxpayer's income apportioned 
to North Dakota or any North Dakota net operating loss of the 
taxpayer. 
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g. The tax commissioner has four years after the date of the credit 
assignment to audit the returns of the credit transferor and the 
purchaser to verify the correctness of the amount of the transferred 
credit and if necessary assess the credit purchaser if additional tax is 
found due. This subdivision does not limit or restrict any other time 
period prescribed in this chapter for the assessment of tax. 

h. The tax commissioner may adopt rules to permit verification of the 
validity and timeliness of the transferred tax credit. 

9. If a taxpayer acquires or disposes of the major portion of a trade or 
business or the major portion of a separate unit of a trade or business in a 
transaction with another taxpayer, the taxpayer's qualified research 
expenses and base period must be adjusted in the manner provided by 
section 41 (1)(3) of the Internal Revenue Code [26 U.S.C. 41 (1)(3)]. 

10. If a taxpayer entitled to the credit provided by this section is a member of a 
group of corporations filing a North Dakota consolidated tax return using 
the combined reporting method, the credit may be claimed against the 
aggregate North Dakota tax liability of all the corporations included in the 
North Dakota consolidated return. This section does not apply to tax 
credits received or purchased under subsection 8. 

11. An individual, estate, or trust that purchases a credit under this section is 
entitled to claim the credit against state income tax liability under section 
!i7 as 29 er 57-38-30.3. 

12. A partnership, subchapter S corporation, limited partnership, limited 
liability company, or any other passthrough entity entitled to the credit 
under this section must be considered to be the taxpayer for purposes of 
calculating the credit. The amount of the allowable credit must be 
determined at the passthrough entity level. The total credit determined at 
the entity level must be passed through to the partners, shareholders, or 
members in proportion to their respective interests in the passthrough 
entity. An individual taxpayer may take the credit passed through under 
this subsection against the individual's state income tax liability under 
seetiens !i7 as 29 ans !i7 as ae section 57-38-30.3. 

SECTION 28. AMENDMENT. Subdivision b of subsection 1 of section 
57-38-40 of the North Dakotal Century Code is amended and reenacted as follows: 

b. An individual who filed a return of income as a resident of this state 
and is assessed tax by another state or territory of the United States 
or the District of Columbia on that income after the time for filing a 
claim has expired under this section is entitled to a credit or refund for 
the amount of tax paid to the other jurisdiction, not including penalty 
or interest, as provided under subsection 2 er s el seetien !i7 as 94 1 
or s1:1eseetien 4 of section 57-38-30.3, notwithstanding the time 
limitations of this section. The claim for the credit or refund under this 
subdivision must be submitted to the commissioner within one year 
from the date the taxes were paid to the other jurisdiction. The 
taxpayer must submit sutticient proof to show entitlement to a credit 
or refund under this subdivision. 

SECTION 29. AMENDMENT. Section 57-38.5-03 of the North Dakota Century 
Code is amended and reenacted as follows: 
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57-38.5-03. Seed capltal Investment tax credit. If a taxpayer makes a 
qualified investment in a qualified business, the taxpayer is entitled to a credit against 
state income tax liability under section !i7 as 29, 57-38-30; or 57-38-30.3. 

1. The amount of the credit to which a taxpayer is entitled is forty-five percent 
of the amount invested by the taxpayer in qualified businesses during the 
taxable year. 

2. The maximum annual credit a taxpayer may claim under this section is not 
more than one hundred twelve thousand five hundred dollars. This 
subsection may not be interpreted to limit additional investment by a 
taxpayer for which that taxpayer is not applying for a credit. 

3. Any amount of credit under subsection 1 not allowed because of the 
limitation in subsection 2 may be carried forward for up to four taxable 
years after the taxable year in which the investment was made. 

4. A passthrough entity that invests in a qualified business must be 
considered to be the taxpayer for purposes of the investment limitations in 
this section and the amount of the credit allowed with respect to a 
passthrough entity's investment in a qualified business must be 
determined at the passthrough entity level. The amount of the total credit 
determined at the passthrough entity level must be allowed to the 
members in proportion to their respective interests in the passthrough 
entity . 

5. An investment made in a qualified business from the assets of a retirement 
plan is deemed to be the retirement plan participant's investment for the 
purpose of this chapter if a separate account is maintained for the plan 
participant and the participant directly controls where the account assets 
are invested. 

6. The investment must be made on or after the certification effective date 
and must be at risk in the business to be eligible for the tax credit under 
this section. An investment for which a credit is received under this 
section must remain in the business for at least three years. Investments 
placed in escrow do not qualify for the credit. 

7. The entire amount of an investment for which a credit is claimed under this 
section must be expended by the qualified business for plant, equipment, 
research and development, marketing and sales activity, or working capital 
for the qualified business. 

8. A taxpayer who owns a controlling interest in the qualified business or who 
receives more than fifty percent of the taxpayer's gross annual income 
from the qualified business is not entitled to a credit under this section. A 
member of the immediate family of a taxpayer disqualified by this 
subsection is not entitled to the credit under this section. For purposes of 
this subsection, "immediate family" means the taxpayer's spouse, parent, 
sibling, or child or the spouse of any such person. 

9. The tax commissioner may disallow any credit otherwise allowed under 
this section if any representation by a business in the application for 
certification as a qualified business proves to be false or if the taxpayer or 
qualified business fails to satisfy any conditions under this section or any 
conditions consistent with this section otherwise determined by the tax 
commissioner. The commissioner has four years after the due date of the 
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10. 

return or after the return was filed, whichever period expires later, to audit 
the credit and assess additional tax that may be found due to failure to 
comply with the provisions of this chapter. The amount of any credit 
disallowed by the tax commissioner that reduced the taxpayer's income 
tax liability for any or all applicable tax years, plus penalty and interest as 
provided under section 57-38-45, must be paid by the taxpayer. 

An angel fund that invests in a qualified business must be considered to 
be the taxpayer for purposes of the investment limitations in this section. 
The amount of the credit allowed with respect to an angel fund's 
investment in a qualified business must be determined at the angel fund 
level. The amount of the total credit determined at the angel fund level 
must be allowed to the investors in the angel fund in proportion to the 
investor's respective interests in the fund. An angel fund that is subject to 
the tax imposed under chapter 57-38 is not eligible for the investment tax 
credit under this chapter. 

SECTION 30. AMENDMENT. Section 57-38.6-03 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38.6-03. Agricultural business Investment tax credit. If a taxpayer 
makes a qualified investment in a qualified business, the taxpayer is entitled to a credit 
against state income tax liability as determined under section §7 as 29, 57-38-30, or 
57-38-30.3. 

(2) DESK. (3) COMM 

1. The amount of the credit to which a taxpayer is entitled is thirty percent of 
the amount invested by the taxpayer in qualified businesses during the 
taxable year. 

2. The maximum annual credit a taxpayer may obtain under this section is 
fifty thousand dollars and no taxpayer may obtain more than two hundred 
fifty thousand dollars in credits under this section over any combination of 
taxable years. This subsection may not be interpreted to limit additional 
investment by a taxpayer for which that taxpayer is not applying for a 
credit. 

3. The credit under this section may not exceed the liability for tax under 
chapter 57-38. If the amount of credit under this section exceeds the 
liability for tax, the excess may be carried forward for up to ten taxable 
years after the taxable year in which the investment was made. 

4. A partnership, subchapter S corporation, limited liability company that for 
tax purposes is treated like a partnership, or any other passthrough entity 
that invests in a qualified business must be considered to be the taxpayer 
for purposes of the investment limitations in this section and, except for the 
tax liability limitation under subsection 2, the amount of the credit allowed 
with respect to the passthrough entity's investment in a qualified business 
must be determined at the passthrough entity level. The amount of the 
total credit determined at the passthrough entity level must be allowed to 
the passthrough entity's owners, in proportion to their respective 
ownership interests in the passthrough entity . 

5. An investment made in a qualified business from the assets of a retirement 
plan is deemed to be the retirement plan participant's investment for the 
purposes of this chapter if a separate account is maintained for the plan 
participant and the participant directly controls where the account assets 
are invested. 
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6. The investment must be made on or after the certification effective date 
and must be at risk in the business to be eligible for the tax credit under 
this section. A qualified investment must be in the form of a purchase of 
ownership interests or the right to receive payment of dividends from the 
business. An investment for which a credit is received under this section 
must remain in the business for at least three years. An investment placed 
in escrow does not qualify for the credit. 

7. The entire amount of an investment for which a credit is claimed under this 
section must be expended by the qualified business for plant, equipment, 
research and development, marketing and sales activity, or working capital 
for the qualified business. Real property that qualifies as an investment 
must be used in, and be an integral part of, the qualified business's North 
Dakota business operations. 

8. If the investment is a contribution of real property: 

a. The value of the contribution may not exceed the appraised value as 
established by a licensed or certified appraiser licensed or certified 
under the requirements of sections 43-23.3-04, 43-23.3-04.1, 
43-23.3-05, 43-23.3-06, 43-23.3-07, 43-23.3-08, 43-23.3-09, 
43-23.3-1 o, 43-23.3-11, and 43-23.3-12. 

b. The value of the contribution must be approved by the governing 
body of the qualified business applying the valuation standards set 
forth in subsection 3 of section 10-19.1-63. 

c. The qualified business receiving the contribution of real property shall 
provide to the tax commissioner a copy of the appraised valuation, a 
copy of the governing body's resolution approving the value of the 
contribution, and a copy of the statement of full consideration within 
thirty days after the instrument transferring title to the real property is 
recorded with the register of deeds as provided in chapter 47-19. 

d. A taxpayer making a contribution of real property is entitled to the tax 
credit in the taxable year in which the instrument transferring title to 
the real property is recorded with the register of deeds as provided in 
chapter 47-19. 

9. The tax commissioner may disallow any credit otherwise allowed under 
this section if any representation by a business in the application for 
certification as a qualified business proves to be false or if the taxpayer or 
qualified business fails to satisfy any conditions under this section or any 
conditions consistent with this section otherwise determined by the tax 
commissioner. The amount of any credit disallowed by the tax 
commissioner that reduced the taxpayer's income tax liability for any or all 
applicable tax years, plus penalty and interest provided under section 
57-38-45, must be paid by the taxpayer. 

SECTION 31. REPEAL. Sections 57-38-01 .2, 57-38-01 .18, 57-38-02, 
57-38-06.1, 57-38-29, 57-38-29.2, 57-38-30.4, 57-38-67, 57-38-68, 57-38-69, and 
57-38-70 of the North Dakota Century Code are repealed. 

SECTION 32. EFFECTIVE DATE • APPLICATION. This Act is effective for 
taxable years beginning after December 31, 2009. The income amounts shown in the 
tax brackets in the amendment to section 57-38-30.3 in this Act are the income 
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amounts as indexed for taxable year 2009. The tax commissioner shall apply 
appropriate indexing factors, as determined under subdivision g of subsection 1 of 
section 57-38-30.3, to the dollar amounts of the brackets to update those amounts for 
taxable years after 2009." 

Renumber accordingly 
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Minutes: 

Chairman Holmberg: Called the committee hearing to order on HB 1324 which is an 

allocation of state economic stimulus payments among taxpayers. 

Dwight Cook: Senator District 34 introduced and testified in support of HB 1324. 

(Handed out an article from the Jamestown Sun and chart with tax brackets-see attached # 1) 

- Reduces the tax burden on the citizens of ND. 

Simplifies tax forms and replaces the ND2 form and replaces it with a North Dakota EZ form. 

Senator Christmann: Effective date? 2009 will be under current. This will impact income 

earned in 2010. Am I correct? 

Dwight Cook: It's delayed one year. Effective date of tax increases. 

Senator Mathern: Our income tax is based on progressive form of taxation. Which column is 

most progressive? 

Dwight Cook: Which is most progressive? I'd say the third one, Hogue. 

Rick Berg: Representative District 45 testified in favor of HB 1324. The state of North Dakota 

collected $1.2 Bin surplus this last Biennium, which came from corporate, oil, and personal tax 

collections. We collected $115M more than we project at the end of the last Legislative session 

- in personal income tax. Part of that prompted an initiated measure last fall. We voted on this 

and during that election, the Governor and Legislators went out and said we're solid and 
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legislators will look at it to provide relief. Over next biennium we are going to spend $350M 

onetime, $350M ongoing, and $300M in property tax. This bill reduces our revenue by about 

4%. For reasons, we've collected a lot of money and should return some of the money to the 

people who paid that. It's sustainable. All bills proposed have a window next session to take a 

look at them. 

The issue that I feel the strongest about is the economy. We are in dogfight nationally. In FM 

area, we have seen buildings, building permits going up, and yet jobs are down. There have 

been zero building permits, residential or commercial permits issued in January of this year. 

My point is that we need to get some more money back into the hands of the people in North 

Dakota that are creating the jobs and making things happen. 

Senator Warner: You're in favor of ND stimulus, but by delaying this until the second year of 

biennium, what good would this do? 

Rick Berg: I had some things that I felt would have a bigger impact. But I'm trying to speak to 

you about the bill you have before you. I support the bill in its present form. With a zero fiscal 

note and put that money back to the people and defer income tax reductions until the following 

biennium .... Then the next Legislative Session could look at our economy then and proceed 

accordingly. 

Chairman Holmberg: Those who would argue that in times of economic hardships, isn't it 

risky to cut taxes, but extremely difficult to raise taxes and we would be laying our cards on the 

table before we know the extent of this economic Malays? 

Rick Berg: Cochrane from Economy.com gave 5 conditions that could be met and we can do 

it. One of those priorities was to get the money back into the hands of its people. The stimulus 

package from feds is a bailout for most of the other states. North Dakota has an opportunity to 
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- take things to new level. We're not going to let things get out of hand, we're stable. I believe 

• 

we need to have a theme to encourage growth and not have investments flow out of ND. 

Jack Dalrymple, Lt. Governor for the State of North Dakota: 

Testified in support of HB 1324. Handed out chart- see attached# 2. 

Want to go forward with permanent tax relief for citizens of ND because we feel we have a 

sustainable revenue stream. ND is envy of US States where you have balance of tax sources 

and this is what all states are trying to achieve. Be careful to provide relief in careful balanced 

way. Out of $400 M tax relief, there should be a component that addresses the income tax 

area. The chart shows current rates and proposed rates. House decided they want the Berg 

bill. Need to focus on the lower brackets. If most people aren't affected, inevitable you will be 

asked if these are good policies. Difficulty in - those who pay most benefit most. Relief 

should come in year one of the biennium as well as year two. This is a permanent ongoing 

change in tax policy. 

Senator Mathern: Before session, I talked with someone over $500,000, he told me that 

that's the last thing he wanted was tax reduction, because he made money by having the State 

infrastructure built up. 

Lt. Gov. Dalrymple: We do not have people calling into the capital in any tax bracket, that you 

should provide cuts to us. People say that if we can afford a tax break in the long-term, that's 

good, but don't raise them again in 2-4 years. Public opinion polls show that property tax relief 

is favored 2-1 over income tax. But the highest category is combination property tax and 

income tax. 

Chairman Holmberg: With passage of this bill, where would this place ND with regards to 

the rest of the States that have an income tax? 
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• Lt. Gov. Dalrymple: We did study, and wanted to get the top rate down to 5% or less. That 

would put us above all but two states. We want to have competitive rate. With 5.12 %, we'd 

still have 6 states lower than us, but not by much. 

Chairman Holmberg: We have a lot of bills going through the Legislature to reduce revenue; 

we also have a number of bills that spends money over and above the proposed budgets. At 

what point do we try to balance them and balance them by cutting all the good ideas or slash 

all the revenue reducers and spend all the money there is? That is our dilemma and none of 

the bills that we have that affect human services are bad ideas, so how do we balance this in 

the end? 

Lt. Gov. Dalrymple: The answer at this point is clear. We must prioritize tax relief for our 

citizens. All of income tax credits favor. The only true tax cut is one that covers all rates. It's 

tough because people know there are dollars available. 

Chairman Holmberg: Once in a lifetime; - last time legislature raised income taxes was 20 

years ago and the citizens rebelled. If legislature did this and then 4 years from now we need 

to cut budgets, where do we get the political will to do that? 

Lt. Gov. Dalrymple: We do not foresee that arising. The economy in North Dakota is 

completely different than it was in the 1980's. The diversification in our economy is so that it 

continues to improve. We have natural resources that are developing nicely. We have to have 

confidence and must go forward and not adopt policy on bases of fear. 

Chairman Holmberg: Brag about the bond rating for North Dakota for a moment. 

Lt. Gov. Dalrymple: In the midst of all this national financial problems, North Dakota's 

economy's rating went from double A to double A plus. That is truly a remarkable feat. 

Senator Wardner: Great job of diversifying. The primary sector is reliant on the national 

economy. Some companies in his area have back log, but that will end. 
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• Lt. Gov. Dalrymple: Some job layoffs are temporary. Agricultural manufacturing in ND will 

continue to do well and people will be reinstated shortly. Manufacturing or construction 

industry jobs will hopefully be restored. The window manufacturing industry will benefit from 

the weatherization stimulus package. 

V. Chair Grindberg: What about commodity prices? A lot of income and collections is based 

on commodity prices in next twelve months. 

Lt. Gov. Dalrymple: This is a topic that I do spend time on every day and that is not an easy 

answer. Soybeans rallying back to $9 in the last week, corn rallying back into the $4 area. We 

realize the rest of the world has a rapidly expanding appetite for food commodities, and they 

will find a US dollar that is weaker. Exports have held up well and price of oil has gone up $14/ 

barrel. We think it's a mistake to take one day and make a 15 year decision based on what 

happens on a particular day. 

Senator Robinson: I'm struggling thru issue, and I have yet to have one person ask for 

income tax relief. With the situations pertaining to Melroe, Sykes, Case IH, and Rosenbluth; I 

think it has effected North Dakota. Folks are telling me that now is the time to be careful. They 

are saying what we have been doing must have been working and why change the formula 

when there is so much unknown out there. Where is the governor's office on the rest of the 

package? Because we literally have the kitchen sink thrown at us right now? Some of the "old­

timers" are saying we went through this in the 80's and they are afraid we haven't learned. 

How would you respond to them? 

Lt. Gov. Dalrymple: We have prioritized property tax relief by far. There is such a thing as a 

balanced tax system. We must do something in the income tax bracket at the same time. The 

other things are way down the list in light of broad term tax relief. 

Senator Krauter: Budget status summary. 1279 was on but 1324 is not on there. 
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Becky Keller: Legislative Council, 1324 was a duplication of what was in the governor's 

budget. It's in the balance for the general fund, so we wouldn't show ii twice. 

Senator Krauter: If 1279 has been defeated. 

Becky Keller: Looking at the fiscal note for 1324 does not show general revenue effect for 09-

11 bienniums. 

Jeb Oehlke: ND Chamber of Commerce testified in favor of HB 1324. (See attachment #3) 

Chairman Holmberg: Question that governor's office had property tax on top of list of other 

taxes. Where are those other tax deductions on your list? 

Jeb Oehlke: The four bills I've mentioned are the ones we prefer because of the reasons I 

stated in my written testimony. 

Chairman Holmberg: are they prioritized? 

Jeb Oehlke: They are all ranked #1 for us. 

Senator Robinson: I think your board needs to hear that we have to provide leadership for 

Jeb Oehlke: We see it the same way they do, and we don't see much change in the future. 

Senator Robinson: There's responsibility for leadership 

Senator Krebsbach: I have response to Senator Robinson. In 1989, GNDA did take a stance 

against referral. 

V. Chair Grindberg: The phone calls from high income people. Does chamber get calls? 

What position did the Chamber take on the measure that was on the November ballot and 

why? 

Jeb Oehlke: I haven't received phone calls asking for income tax relief. The policy committee 

prioritized list. We did not take a position on measure #2. Our board felt unwise to create tax 

policy through initiated measure . 
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Becky Keller: I have an answer for Senator Krauter regarding why its not showing up on 

Budget Status and that is because the expenditure was initially shown as coming from the 

permanent oil tax trust fund and not the general fund. It will show up on the executive summary 

on the 2nd page under the permanent oil tax trust fund analysis. 

Robert Harms: Bismarck resident testified in favor of HB 1324. (See attachment# 4) 

Chairman Holmberg: Closed the hearing on HB 1324 . 
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Chairman Holmberg called the committee back to order in reference to HB 1324 in regards to 

allocation of state economic stimulus payments among taxpayers.(04.58) 

SENATOR WARDNER MOVED A DO PASS ON HB 1324. SECONDED BY SENATOR 

CHRISTMANN. 

Senator Krauter I have some amendments drafted for 1324. You have a motion in front of 

you. 

Chairman Holmberg They will withdraw it. 

Both Senator Wardner and Senator Christmann withdrew their motion. 

Senator Krauter distributed Amendment .0309 and explained it to the committee. (6.43) I 

bring this to the committee because I honestly believe that residents of North Dakota on their 

radar screen their primary issue is property tax issues and what this amendment does it takes 

the fiscal note in this bill and puts it back into property tax relief. It simply does that and uses 

the system that we currently have established in the tax department to mix it up $500.00 up to 

$1,000.00 basically identical to what we currently have. My reasons for this is #1 That is what 

the voters said loud and clear. 70% of the voters have voted in the November election said no 

to a reduction in income tax and this falls through the tax. We want to have property tax relief. 

In this current biennium according from the things we have gotten from the tax department and 
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• testimony we have had here as of January 9th I think that 42 or 42 million out of that 112 has 

been used for property tax relief in the first year biennium and now in actuary getting the 

second year. It is being used. There is a method out there. we do have a bill that we did pass 

already which was 2199 and that process puts property tax relief in the form of mills back to 

school districts and if you sit down and look at that and compare it with two of those, that is 

this. This is for North Dakota residents. I did research on it in the counties I represent and on 

the average about 22% of the taxes are going to tax statements and the tax payments on 

nonresidents. If you really want to be sincere and truthful about property tax relief we've got to 

stay with the system we've got and we'll have more benefit coming. I offer these amendments 

as a proposal to get ourselves back on track with property tax relief. 

Senator Krauter moved the amendment #0309. Seconded by Senator Warner 

Senator Mathern I just wanted to note that I find it interesting that the property tax issue 

seems to be across the board rural and urban. I support these amendments because I think it 

brings together farmers, ranchers and city folks about this issue. (10.32) 

Chairman Holmberg I don't know what will happen on this motion but I am guessing that the 

issue of the current system even if this doesn't pass is not an issue that is dead. There are a 

number of people that feel that way that they like the current system even though two years 

ago there were some who did not. 

Senator Christmann There are things about this I really like, and I'm working to try and get 

the property tax relief bill, whatever that number is, switched back into (inaudible) (11.12) the 

formula that is suggested. That is way we have done it the last 10 years and I am still hopeful 

of doing that but that is THAT bill. This is income. It is a different bill. We can say people are 

clamoring for income tax relief, property tax relief. I almost think now that the two main issues 

are how much land the game and fish department can buy up and property tax relief. This is 
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- going to have an impact on some people who won't get property tax relief who chooses to rent 
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somewhere, and I think in a round-about way they actually do get property tax relief, round­

about from their landlords, but there is some high income people here who won't get direct 

property tax relief and I think a well balanced tax system has been good for the state of North 

Dakota in the past and in order to maintain a well balanced tax system when you grow them 

you all need to grow, and when you cut them they all need to be trimmed and I think this does 

it.(12.50) 

Senator Robinson That is the problem. Our system is not balanced. That's why we have such 

an effort on property tax and we can't ignore this 70% vote that was a slam dunk. "We don't 

want income tax, it's property, 1,2,3,4, if you have extra money, put it in the property tax". 

because we have been way out of line on property tax. If we do this, what we are doing is 

creating an adverse situation. We want to level the playing field. And those 3 legged legs on a 

stool are way out of line because of property tax. So we should put it all into property tax and I 

agree on the formula we are using. Let's do it all. We have it before us. We might not have that 

other one, it might be killed. So we got it now, and we might not have a chance. Put it on the 

consent calendar. If it's property tax relief, I am for it. 

Senator Christmann I guess there will be some building projects and university projects and 

those sorts of things that will have a chance and then we can amend those into property tax 

relief. 

Senator Fischer The income tax relief addresses those people who live in apartments who 

don't own any property and they can take that money. 

Senator Robinson If we are trying to be fair and balanced around here, we haven't been 

doing much of that today. That's our point. We just passed out a bill or defeated a bill that 

would have provided some money for people who have nothing. All I am saying is property tax 
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• in the purest form are what people are asking for. 70% last fall said income is not an issue. A 

lot of those people in apartments and so on, they all voted. They voted loud and clear. Let's 

leave income alone and we come back and talk about a balanced tax system. That is why we 

have to deal with property because we are out of balance. It's been going nuts. It has gone off 

the charts. 

Senator Mathern I believe we did have some provision for renters. I don't know exactly what 

that was. (inaudible) (15.46) 

Chairman Holmberg I know apartment dwellers, if they are under the homestead property tax 

credit program, they get benefits from the home property tax credit applying to the state 

whereas everyone else applies at the local level but I don't recall, let's ask, is there (inaudible) 

(16.16) refresh our memory. 

Dee Wald, General Council State Tax Commission Income tax credit relief in property tax 

(inaudible) (16.23) for renters. (The rest of her comments are inaudible)(16.43) 

Chairman Holmberg All in favor of the amendment .0309 signify by saying Aye. Motion 

did not carry. 

Senator Robinson proposed amendment #.0311. What this would do would sunset this 

particular package and we can revisit next legislative session. I think that is the right thing to 

do. There is a cloud in the economy, there is a lot of unknowns, we've had floods, we've had 

major challenges in the state. We've had a lot of layoffs, the uncertainty is certainly something 

that a lot of folks are concerned about. So rather than locking us in, this would sunset it and if it 

is such a good idea I would imagine the troops be lined up to pass it next session. If not, we 

revisit and all we do is sunset. 

Senator Robinson moved the amendment 0311. Seconded by Senator Krauter. 



• 

• 

Page 5 
Senate Appropriations Committee 
Bill/Resolution No. 1324 
Hearing Date: 04-03-09 

Senator Warner Just to reiterate some of Senator Robinson's comments I understand from 

radio reports that North Dakota officially moved into recession in January. It has been 

determined now. we have unprecedented amount of flooding in the state. My best 

understanding of our oil revenues is that the first of May or so we will expect our oil revenues 

to drop to the floor. I think it is a very inopportune time to making major structural changes in 

our income tax and any one of the legs of our structure. We've already made a big 

commitment to address the property tax issues this session and hopefully we will go forward 

with that. (20.04) 

Chairman Holmberg Call the roll on Senator Robinson's amendments #0311. (a break was 

taken) 

Chairman Holmberg We have a motion before us for a Robinson amendment which would 

put a sunset on the income tax measure 1324. Would you call the roll on the Robinson 

amendment. A Roll Call Vote was taken on amendment .0311 resulting in14 yeas, O nays 

and O absent. 

SENATOR WARDNER MOVED A DO PASS AS AMENDED WITH THE ROBINSON 

AMENDMENTS. SECONDED BY SENATOR GRINDBERG. A ROLL CALL VOTE WAS 

TAKEN RESULTING IN 8 YEAS, 6 NAYS, 0 ABSENT. SENATOR ROBINSON WILL CARRY 

THE AMENDMENT. SENATOR HOGUE FROM FINANCE AND TAX WILL CARRY THE 

BILL. 

Chairman Holmberg closed the hearing on HB 1324 . 
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PROPOSED AMENDMENTS TO REENGROSSED HOUSE BILL NO. 1324 

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and 
reenact sections 57-38-01 .29 and 57-38-01 .30 of the North Dakota Century Code, 
relating to a homestead income tax credit and a commercial property income tax credit; 
to provide for a transfer; and to provide an effective date. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Section 57-38-01 .29 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38-01.29. Homestead Income tax credit - Rules. 

1. In addition to any other credit or deduction allowed by law for a 
homeowner, an individual is entitled to a credit against the tax imposed 
under section 57-38-29 or 57-38-30.3 for taxable years 2007 2009 and 
28G8 201 o in the amount of ten percent of property taxes or mobile home 
taxes that became due during the income tax taxable year and are paid 
which were levied against the individual's homestead in this state. For 
purposes of this section, "property taxes" does not include any special 
assessments. 

2. For purposes of this section, "homestead" means the dwelling occupied by 
the individual as the individual's primary residence and, if that residence is 
in this state, any residential or agricultural property owned by that individual 
in this state. 

3. a. The amount of the credit under this section may not exceed one 
thousand dollars for married persons filing a joint return or five 
hundred dollars for a single individual or married individuals filing 
separate returns. 

b. The amount of the credit under this section may not exceed the 
taxpayer's tax liability under this chapter. 

4. The amount of the credit under subsection 3 in excess of the taxpayer's tax 
liability may be carried forward for up to five years or the taxpayer may 
request that the tax commissioner issue the taxpayer a certificate in the 
amount of the excess which may be used by the taxpayer against property 
or mobile home tax liability of the taxpayer during the ensuing taxable year 
by delivering the certificate to the county treasurer in which the taxable 
property or mobile home is subject to taxes. The county treasurer shall 
forward certificates redeemed in payment of a tax obligation under this 
section to the tax commissioner, who shall issue payment to the county in 
the amount of the certificates. 

5. Persons owning property together are entitled to only one credit for a 
parcel of property between or among them under this section. Persons 
owning property together are each entitled to a percentage of the credit for 
a single individual under this section equal to their ownership interests in 
the property. 

6. This section is not subject to subsection 1 or 2 of section 57-38-45. 

Page No. 1 90715.0309 
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7. The tax commissioner shall adopt rules to provide for filing and verification 
of claims of credits under this section and for issuance and redemption of 
tax certificates under subsection 4 . 

8. &.- If, BA ~l01,0f!lb8F 1 !i, 2QQ8, !Re lelal afllel:IAI al la)( ereellls elaiflleel 
uAeJer this sootioR eMeeeeJs ferty seveA millioR dollars, the true 
eommissioner shall reS1:Jee tho rate of tho erodit under subseetion 1. 
TRe adjt;.1stoel ereSit rate must Be eale1:1lateEi by the ta)( eommissionor 
as fellows: 

fB, TRe taM eemmiosioner shall Soterffline tRo poroontage by •NRioh 
the ere8its elaimeei 1:Jnder tAis seetien e>Eeeeeis feFty SO'w'OA 
fllillieA elellaro. 

f2t TRe diHerenee 19etv,1eon the nuFAher ene enEJ the amount 
eafe1:1l~ed unaer J:)aragrapR 1 mtdliplieel By ten '30Feent is the 
aajustea oreelit rate fer tt:le 2008 ta1cal3Io year. 

Ir. The talC oomfflissienor shall rope Ft any aajustment unElor tl=rie 
eubsootion to tho Budget seetion of tho legisltNive oouneil for ro1,1iew. 

A partnership, subchapter S corporation, limited partnership, or limited 
liability company, or any other entity treated as a passthrough entity for 
federal income tax purposes must be considered to be the taxpayer for 
purposes of this section. The amount of the credit determined at the entity 
level must be passed through to the partners, shareholders, or members in 
proportion to their respective interests in the passthrough entity. 

SECTION 2. AMENDMENT. Section 57-38-01 .30 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38-01.30. Commerclal property Income tax credit - Rules. 

1. In addition to any other credit or deduction allowed by law for a property 
owner, an individual or corporation is entitled to a credit against the tax 
imposed under section 57-38-29, 57-38-30, or 57-38-30.3 for taxable years 
200i!- 2009 and 2QQ8 201 0 in the amount of ten percent of property taxes 
or mobile home taxes that became due during the income tax taxable year 
and are paid which were levied against commercial property in this state. 
For purposes of this section, "property taxes" does not include any special 
assessments. 

a. The amount of the credit under this section may not exceed one 
thousand dollars for any taxpayer. 

b. The amount of the credit under this section may not exceed the 
taxpayer's tax liability under this chapter. 

c. The amount of the credit under this section may not exceed one 
thousand dollars for married persons filing a joint return or five 
hundred dollars for a single individual or married individual filing 
separate returns. 

2. The amount of the credit under subdivisions a and c of subsection 1 in 
excess of the taxpayer's tax liability may be carried forward for up to five 
years . 

3. Persons owning property together are entitled to only one credit for 
property between or among them under this section. Persons owning 
property together are each entitled to a percentage of the credit equal to 
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their ownership interests in the property. Married individuals owning 
property together are each entitled to a percentage of the credit for a single 
individual under this section equal to their ownership interests in the 
property . 

4. This section is not subject to subsection 1 or 2 of section 57-38-45. 

5. A passthrough entity entitled to the credit under this section shall allocate 
the amount of the credit allowed with respect to the entity's property at the 
passthrough entity level. The amount of the total credit determined at the 
entity level must be passed through to the partners, shareholders, or 
members in proportion to their respective interests in the passthrough 
entity. 

6. The tax commissioner shall adopt rules to provide for filing and verification 
of claims under this section. 

7. a. If, en Ne-.1emBer 1 §, 2008, u,o total ame1::1nt ef ereetits elaimeei uneer 
this sootion enoeeas seyen FAillien eiollaFS, U'ie ta>, eoFAR=tisaioner shall 
reeit:Jee the 0013 tl:lat ap13lies ta tRo erodit uneier subsootion 1. The 
aajuoteet orodit eaJ:) FA1:1st be oaloulatoei By the tG)( eemmiosiener as 
lellews: 

f+1 The tan oeFAR=iiseienor shall etetermine the poreentage By whiel=I 
the ere Sits elaif'Aeel uneter this oootion eMeeodo se•ren FAillien 
ElallaFS. 

~ The etif1orenoo Bea,,een tho Rlimber ene ana the aMount 
oaloulateet 1:1ndor paragr:aph 1 RH:fltiplioei by the am01;1nt ef tl=le 
oap is the aejusteet oredit eaf:) for U~o 2008 t~EaBle year. 

Ir. TRe laiE ooFAmissioner shall repert any proposoei aeljustment l::lndor 
lhis s1:1booolien le lhe 81:1dgel soolion of Iha legiolerti1,1O eo1:1neil for 
8J:)J:)F0\18I. 

SECTION 3. TRANSFER. During the biennium beginning July 1, 2009, and 
ending June 30, 2011, the state treasurer shall transfer $115,000,000 from the 
permanent oil tax trust fund to the general fund. 

SECTION 4. EFFECTIVE DA TE. Sections 1 and 2 of this Act are effective for 
taxable years beginning after December 31, 2008." 

Renumber accordingly 
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REPORT OF STANDING COMMITTEE 
HB 1324, as reengrossed and amended: Appropriations Committee (Sen. Holmberg, 

Chairman) recommends AMENDMENTS AS FOLLOWS and when so amended, 
recommends DO PASS (8 YEAS, 6 NAYS, 0 ABSENT AND NOT VOTING). 
Reengrossed HB 1324, as amended, was placed on the Sixth order on the calendar. 

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and 
reenact subsection 1 of section 6-09.8-01, subsection 4 of section 10-33-124, 
subsection 5 of section 11-37-08, sections 27-17-06 and 37-28-07, subsections 1 and 3 
of section 40-63-04, section 40-63-06, subsection 4 of section 40-63-07, subsections 1 
and 2 of section 57-38-01 .7, subsections 1 and 4 of section 57-38-01 .8, sections 
57-38-01.14, 57-38-01.16, and 57-38-01.17, subsection 1 of section 57-38-01.20, 
subsections 2 and 4 of section 57-38-01 .21, sections 57-38-01 .22, 57-38-01 .23, 
57-38-01 .24, 57-38-01 .25, and 57-38-01 .26, subsection 6 of section 57-38-01 .27, 
subsection 1 of section 57-38-01 .29, subsection 1 of section 57-38-01 .30, section 
57-38-04, subsection 2 of section 57-38-08.1, sections 57-38-30.3 and 57-38-30.5, 
subdivision b of subsection 1 of section 57-38-40, and sections 57-38.5-03 and 
57-38.6-03 of the North Dakota Century Code, relating to elimination of the optional 
long-form individual, estate, and trust income tax return; to repeal sections 57-38-01 .2, 
57-38-01.18, 57-38-02, 57-38-06.1, 57-38-29, 57-38-29.2, 57-38-30.4, 57-38-67, 
57-38-68, 57-38-69, and 57-38-70 of the North Dakota Century Code, relating to 
elimination of the optional long-form individual, estate, and trust income tax return; to 
provide an effective date; and to provide an expiration date. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Subsection 1 of section 6-09.8-01 of the North 
Dakota Century Code is amended and reenacted as follows: 

1. "Beginning farmer" means a perseA an individual who qualifies as a 
beginning farmer uAaer suesee!ieA 2 el see!ieA §7 38 67 who: 

a. Is a resident of this state: 

b. Receives more than half of that person's gross annual income from 
farming. unless the person initially commences farming during the 
year of the application under this chapter; 

g_,_ Intends to use any farmland to be purchased or rented for agricultural 
purposes; 

d. Is adequately trained by education in the type of farming operation 
which the person wishes to begin on the purchased or rented land 
referred to in subdivision c through satisfactory participation in the 
adult farm management education program of the state board for 
career and technical education or an equivalent program approved by 
the agriculture commissioner: and 

e. Has. including the net worth of any dependents and spouse. a net 
worth of less than one hundred thousand dollars. not including the 
value of their equity in their principal residence. the value of one 
personal or family motor vehicle. and the value of their household 
goods. including furniture. appliances. musical instruments. clothing, 
and other personal belongings. 

SECTION 2. AMENDMENT. Subsection 4 of section 10-33-124 of the North 
Dakota Century Code is amended and reenacted as follows: 

(2) DESK, (3) COMM Page No. 1 SR-58-6204 
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4. a. P.n incii•.-iciual er a 8 corporation that buys membership in, or pays 
dues or contributes to, a nonprofit development corporation is entitled 
to an income tax credit against the tax liability under section 57-38-30 
equal to twenty-five percent of the amount paid. 

b. This credit may not be claimed by an iAcii•.-iciual wi'le eleels le lile an 
ineeffie lalC Felurn uncier seelien §7 38 39.3 er 13y a corporation that is 
recognized as a subchapter S corporation under section 57-38-01 .4. 

c. No taxpayer is entitled to more than two thousand dollars in total 
income tax credits under this section. 

d. The amount of the credit under this section in excess of the 
taxpayer's income tax liability may be carried forward for up to seven 
taxable years. 

SECTION 3. AMENDMENT. Subsection 5 of section 11-37-08 of the North 
Dakota Century Code is amended and reenacted as follows: 

5. Bonds issued by a commerce authority under this section are declared to 
be issued for an essential public government purpose, and together with 
interest and income on the bonds, are exempt from all individual and 
corporate taxes imposed under sections 57-35.3-03, §7 38 29, 57-38-30, 
and 57-38-30.3. 

SECTION 4. AMENDMENT. Section 27-17-06 of the North Dakota Century 
Code is amended and reenacted as follows: 

27-17-06. Immediate withdrawal of present active judges from judges 
retirement fund. 

(2) DESK, (3) COMM 

1., From and after July 1, 1973, each judge of the supreme or district court 
serving on that date and each former judge of the supreme or district 
court, not receiving judicial retirement salary, may elect to withdraw the 
judge's previous contributions made pursuant to this chapter, and 
thereafter not participate in a judicial retirement program provided for by 
law. This option ceases to be available and may not be exercised after 
June 30, 1975. If a judge selects this option, the judge is entitled to 
receive the combined total of the following sums: 

+.- a. The entire amount of the judge's previous contributions made 
pursuant to this chapter, to be calculated to the date of election under 
this section; plus 

&. b. An amount calculated by applying the vesting schedule set forth in 
section 54-52-11 to an amount equal to sixty percent of the judge's 
individual contributions as calculated in subsection 1, plus earnings 
thereon as calculated in subsection 3; plus 

a,. c. An amount calculated by applying the figure .05625 to the periodic 
annual or partial annual balances in the individual judge's account 
during the judge's years of service prior to selecting the option 
provided by this section. The figure applied pursuant to this 
sul3seelieA subdivision must be compounded annually. 

Page No. 2 SR-58-6204 
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2. The total amounts received pursuant to this section may not be considered 
taxable income for the purposes of chapter 57-38 aAe ffiay ee !featee as 
aA additieAal aeijustff'lent reeh:1ein~ the aft:wunt ef talCa01e ineeFAe in 
aeeitioA to tl9ose !lfOYieee iA seelioA §7 38 91.2. Selection of the option 
provided by this section must be made in writing to the director of the 
office of management and budget. 

SECTION 5. AMENDMENT. Section 37-28-07 of the North Dakota Century 
Code is amended and reenacted as follows: 

37-28-07. Payments exempt from taxation and from execution -
Assignments void - Debts to state and polltlcal subdivisions not deducted. 
Payments under this chapter are exempt from all state and local taxes, including taxes 
determined under section §7 38 29 Of 57-38-30.3, and from levy, garnishment, 
attachment, and sale on execution. Any pledge, mortgage, sale, assignment, or 
transfer of any right, claim, or interest in any claim or payment under this chapter is 
void and payment to the veteran may not be denied because of any sums owed to the 
state or any political subdivisions, except as provided in section 37-26-05. 

SECTION 6. AMENDMENT. Subsections 1 and 3 of section 40-63-04 of the 
North Dakota Century Code are amended and reenacted as follows: 

1. An individual taxpayer who purchases or rehabilitates single-family 
residential property for the individual's primary place of residence as a 
zone project is exempt from up to ten thousand dollars of personal income 
tax liability as determined under section §7 38 29 Of 57-38-30.3 for five 
taxable years beginning with the date of occupancy or completion of 
rehabilitation. 

3. If the cost of a new business purchase or expansion of an existing 
business, approved as a zone project, exceeds seventy-five thousand 
dollars, and the business is located in a city with a population of not more 
than two thousand five hundred, an individual taxpayer may, in lieu of the 
exemption provided in subsection 2, elect to take an income tax exemption 
of up to two thousand dollars of personal income tax liability as determined 
under section §7 38 29 Of 57-38-30.3. The election must be made on the 
taxpayer's zone project application. The election is irrevocable and 
binding for the duration of the exemptions provided in subsection 2 or this 
subsection. If no election is made on the zone project application, the 
taxpayer is only eligible for the exemption provided in subsection 2. 

SECTION 7. AMENDMENT. Section 40-63-06 of the North Dakota Century 
Code is amended and reenacted as follows: 

40-63-06. Historic preservation and renovation tax credit. A credit against 
state tax liability as determined under sections 57-35.3-03, §7 38 29, 57-38-30, and 
57-38-30.3 is allowed for investments in the historic preservation or renovation of 
property within the renaissance zone. The amount of the credit is twenty-five percent 
of the amount invested, up to a maximum of two hundred fifty thousand dollars. The 
credit may be claimed in the year in which the preservation or renovation is completed. 
Any excess credit may be carried forward for a period of up to five taxable years. 

SECTION 8. AMENDMENT. Subsection 4 of section 40-63-07 of the North 
Dakota Century Code is amended and reenacted as follows: 

(2) DESK, (3) COMM 

4. A credit against state tax liability as determined under section 57-35.3-03, 
§7 38 29, 57-38-30, or 57-38-30.3 is allowed for investments in a 

Page No. 3 SR-58-6204 
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renaissance fund organization. The amount of the credit is fifty percent of 
the amount invested in the renaissance fund organization during the 
taxable year. Any amount of credit which exceeds a taxpayer's tax liability 
for the taxable year may be carried forward for up to five taxable years 
after the taxable year in which the investment was made. 

SECTION 9. AMENDMENT. Subsections 1 and 2 of section 57-38-01 .7 of the 
North Dakota Century Code are amended and reenacted as follows: 

1. At the election of the taxpayer, there must be allowed, subject to the 
applicable limitations provided in this subsection, as a credit against the 
income tax iR'l13eseel ey !his eha13ler liability under section 57-38-30 for the 
taxable year, an amount equal to fifty percent of the aggregate amount of 
charitable contributions made by the taxpayer during the year to nonprofit 
private institutions of higher education located within the state or to the 
North Dakota independent college fund. 

&. IA tAe ease of a ta>qaayer ether u~aA a eerperatieA, tl=le aFReuAt 
allowable as a erodit 1:Jnder this suboeetion fer any traEable year Rlay 
net e>Eeee8 forty pereent of tRe ta>cpayer's total ineoFAe ta* ttnder tt:iis 
eAapter for tt=le year, er two R1:1ndre8 fift;• Sellars, wRiehm,•er is less. 

Ir. In Iha ease el a eer13emlien, Iha The amount allowable as a credit 
under this subsection for any taxable year may not exceed twenty 
percent of the corporation's total income tax under this chapter for the 
year, or two thousand five hundred dollars, whichever is less. 

2. At the election of the taxpayer, there must be allowed, subject to the 
applicable limitations provided in this subsection, as a credit against the 
income tax iR'l13eseel ey !his eha131er liability under section 57-38-30 for the 
taxable year, an amount equal to fifty percent of the aggregate amount of 
charitable contributions made by the taxpayer during the year directly to 
nonprofit private institutions of secondary education, located within the 
state. 

a-: In the ease of a ta>cpayer ether tRan a eorperatien, tAe aFRet:Jnt 
allowable as a ere8it tinder this subseetion fer any ta>Eable year !Tlay 
net e>ceeeet forty pereent of tAe ta*payer's total ineeFAe tan tmder this 
eRapter for tRe year, er t\•.co Rundred tiny SellaFS, 1.'11hiehe¥er is less. 

Ir. In lhe ease el a eer13eralien, lhe The amount allowable as a credit 
under this subsection for any taxable year may not exceed twenty 
percent of the corporation's total income tax under this chapter for the 
year, or two thousand five hundred dollars, whichever is less. 

SECTION 10. AMENDMENT. Subsections 1 and 4 of section 57-38-01.8 of 
the North Dakota Century Code are amended and reenacted as follows: 

1. Afty 8 taxpayer filing a North Dakota income tax return pursuant to the 
provisions of this chapter may claim a credit against the tax liability under 
section 57-38-30 for the cost of a geothermal, solar, wind, or biomass 
energy device installed before January 1, 2011, in a building or on 
property owned or leased by the taxpayer in North Dakota. The credit 
provided in this section for a device installed before January 1, 2001, must 
be in an amount equal to five percent per year for three years, and for a 
device installed after December 31, 2000, must be in an amount equal to 
three percent per year for five years of the actual cost of acquisition and 
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4. 

installation of the geothermal, solar, wind, or biomass energy device and 
must be subtracted from any income tax liability of the taxpayer as 
determined pursuant to the provisions of this chapter. 

A partnership, subchapter S corporation, limited partnership, limited 
liability company, or any other passthrough entity that installs a 
geothermal, solar, wind, or biomass energy device in a building or on 
property owned or leased by the passthrough entity must be considered to 
be the taxpayer for purposes of this section, and the amount of the credit 
allowed with respect to the entity's investments must be determined at the 
passthrough entity level. The amount of the total credit determined at the 
entity level must be passed through to the corporate partners, 
shareholders, or members in proportion to their respective interests in the 
passthrough entity. 

SECTION 11. AMENDMENT. Section 57-38-01.14 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.14. No gain recognized on property subject to eminent domain 
sale or transfer. If any private property, through the exercise of eminent domain, is 
involuntarily converted into property of either like or unlike kind, no gain, either ordinary 
or capital, may be recognized for corporate income tax purposes. 

SECTION 12. AMENDMENT. Section 57-38-01.16 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.16. Income tax credit for employment of developmentally 
disabled or chronically mentally ill persons. Af+y A taxpayer filing an income tax 
return under this chapter, e*eept a returA eA wAieh liaBility is eleterfflineet 1:1nder seetien 
67 as a0.a, may claim a credit against the tax liability imposed under section 57-38-30 
for a portion of the wages paid to a developmentally disabled or chronically mentally ill 
employee. The credit allowed under this section equals five percent of up to six 
thousand dollars in wages paid during the first twelve months of employment by the 
taxpayer for each developmentally disabled or chronically mentally ill employee of the 
taxpayer. Only wages actually paid during the taxpayer's taxable year may be 
considered for purposes of this section. An employee of a subcontractor is considered 
an employee of the contractor to the extent of any wages paid under the contract. 

The total of credits allowed under this section may not exceed fifty percent of 
the taxpayer's liability under this chapter. 

SECTION 13. AMENDMENT. Section 57-38-01 .17 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01 .14. Credit for Investments in development corporations. Aft 
iAeli1,iel1:1al, estate, tF1:1st, BF 8 corporation is allowed, as a credit against a tax otherwise 
due under section 67 as 29 BF 57-38-30, the credit for buying membership in, or paying 
dues or contributions to, a certified nonprofit development corporation as provided in 
section 10-33-124. 

SECTION 14. AMENDMENT. Subsection 1 of section 57-38-01 .20 of the 
North Dakota Century Code is amended and reenacted as follows: 

1. An individual is entitled to a credit against the tax imposed under section 
67 38 29 BF 57-38-30.3 in the amount of qualified care expenses under 
this section paid by the individual for the care of a qualifying family 
member during the taxable year. 
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SECTION 15. AMENDMENT. Subsections 2 and 4 of section 57-38-01 .21 of 
the North Dakota Century Code are amended and reenacted as follows: 

2. An individual is allowed a tax credit against the tax imposed by section 
§7 38 29 er 57-38-30.3 in an amount equal to forty percent of the present 
value of the aggregate amount of the charitable gift portion of planned gifts 
made by the taxpayer during the year to a qualified nonprofit organization 
or qualified endowment. The maximum credit that may be claimed under 
this subsection for contributions made in a taxable year is ten thousand 
dollars, or twenty thousand dollars for married individuals filing a joint 
return. The credit allowed under this section may not exceed the 
taxpayer's income tax liability. 

4. An estate or trust is allowed a tax credit in an amount equal to forty 
percent of a charitable gift to a qualified endowment. The maximum credit 
allowed under this subsection for contributions made in a taxable year is 
ten thousand dollars. The allowable credit must be apportioned to the 
estate or trust and to its beneficiaries on the basis of the income of the 
estate or trust allocable to each, and the beneficiaries may claim their 
share of the credit against the tax imposed by section §7 38 29, 57-38-30; 
or 57-38-30.3. A beneficiary may claim the credit only in the beneficiary's 
taxable year in which the taxable year of the estate or trust ends. 
Subsections 6 and 7 apply to the estate or trust and its beneficiaries with 
respect to their respective shares of the apportioned credit. 

SECTION 16. AMENDMENT. Section 57-38-01 .22 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.22. Income tax credit for blending of blodlesel fuel. A fuel 
supplier licensed pursuant to section 57-43.2-05 who blends biodiesel fuel is entitled to 
a credit against tax liability determined under section §7 38 29, 57-38-30; or 
57-38-30.3 in the amount of five cents per gallon [3.79 liters] of biodiesel fuel of at least 
five percent blend, otherwise known as 85. For purposes of this section, "biodiesel" 
means fuel meeting the specifications adopted by the American society for testing and 
materials. The credit under this section may not exceed the taxpayer's liability as 
determined under this chapter for the taxable year and each year's unused credit 
amount may be carried forward for up to five taxable years. 

A partnership, subchapter S corporation, limited partnership, limited liability 
company, or any other passthrough entity entitled to the credit under this section must 
be considered to be the taxpayer for purposes of this section, and the amount of the 
credit allowed must be determined at the passthrough entity level. The amount of the 
total credit determined at the entity level must be passed through to the partners, 
shareholders, or members in proportion to their respective interests in the passthrough 
entity. 

SECTION 17. AMENDMENT. Section 57-38-01 .23 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.23. Income tax credit for blodlesel sales equipment costs. A 
seller of biodiesel fuel is entitled to a credit against tax liability determined under 
section §7 38 29, 57-38-30; or 57-38-30.3 in the amount of ten percent per year for five 
years of the biodiesel fuel seller's direct costs incurred after December 31, 2004, to 
adapt or add equipment to a facility, licensed under section 57-43.2-05, to enable the 
facility to sell diesel fuel containing at least two percent biodiesel fuel by volume. For 
purposes of this section, "biodiesel fuel" means fuel meeting the specifications adopted 
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by the American society for testing and materials. The credit under this section may 
not exceed a taxpayer's liability as determined under this chapter for the taxable year 
and each year's unused credit amount may be carried forward for up to five taxable 
years. A biodiesel fuel seller is limited to fifty thousand dollars in the cumulative 
amount of credits under this section for all taxable years. A biodiesel fuel seller may 
not claim a credit under this section for any taxable year before the taxable year in 
which the facility begins selling biodiesel fuel containing at least two percent biodiesel 
fuel by volume, but eligible costs incurred before the taxable year sales begin may be 
claimed for purposes of the credit under this section for taxable years on or after the 
taxable year sales of biodiesel fuel begin. 

A partnership, subchapter S corporation, limited partnership, limited liability 
company, or any other passthrough entity entitled to the credit under this section must 
be considered to be the taxpayer for purposes of this section, and the amount of the 
credit allowed must be determined at the passthrough entity level. The amount of the 
total credit determined at the entity level must be passed through to the partners, 
shareholders, or members in proportion to their respective interests in the passthrough 
entity. 

SECTION 18. AMENDMENT. Section 57-38-01.24 of the North Dakota 
Century Code is amended and reenacted as follows: 

(2) DESK, (3) COMM 

57-38-01.24. Internship employment tax credit. 

1. A taxpayer that is an employer within this state is entitled to a credit as 
determined under this section against state income tax liability under 
section §7 as 29, 57-38-30; or 57-38-30.3 for qualified compensation paid 
to an intern employed in this state by the taxpayer. To qualify for the credit 
under this section, the internship program must meet the following 
qualifications: 

a. The intern must be an enrolled student in an institution of higher 
education or vocational technical education program who is seeking a 
degree or a certification of completion in a major field of study closely 
related to the work experience performed for the taxpayer; 

b. The internship must be taken for academic credit or count toward the 
completion of a vocational technical education program; 

c. The intern must be supervised and evaluated by the taxpayer; and 

d. The internship position must be located in this state. 

2. The amount of the credit to which a taxpayer is entitled is ten percent of 
the stipend or salary paid to a college intern employed by the taxpayer. A 
taxpayer may not receive more than three thousand dollars in total credits 
under this section for all taxable years combined. 

a. The tax credit under this section applies to a stipend or salary for not 
more than five interns employed at the same time. 

b. A partnership, subchapter S corporation, or limited liability company 
that for tax purposes is treated like a partnership that is entitled to the 
credit under this section must be considered to be the taxpayer for 
purposes of calculating the credit. The amount of the allowable credit 
must be determined at the passthrough entity level. The total credit 
determined at the entity level must be passed through to the partners, 
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shareholders, or members in proportion to their respective interests in 
the passthrough entity. 

SECTION 19. AMENDMENT. Section 57-38-01.25 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.25. Workforce recruitment credit for hard-to-fill employment 
positions. A taxpayer that is an employer in this state is entitled to a credit as 
determined under this section against state income tax liability under section !i7 38 29, 
57-38-30, or 57-38-30.3 for costs the taxpayer incurred during the tax year to recruit 
and hire employees for hard-to-fill employment positions within this state for which the 
annual salary for the position meets or exceeds the state average wage. 

(2) DESK, (3) COMM 

1. The amount of the credit to which a taxpayer is entitled is five percent of 
the salary paid for the first twelve consecutive months to the employee 
hired for the hard-to-fill employment position. To qualify for the credit 
under this section, the employee must be employed by the taxpayer in the 
hard-to-fill employment position for twelve consecutive months. 

2. For purposes of this section: 

a. "Extraordinary recruitment methods" means using all of the following: 

(1) A person with the exclusive business purpose of recruiting 
employees and for which a fee is charged by that recruiter. 

(2) An advertisement in a professional trade journal, magazine, or 
other publication, the main emphasis of which is providing 
information to a particular trade or profession. 

(3) A web site, the sole purpose of which is to recruit employees 
and for which a fee is charged by the web site. 

(4) Payment of a signing bonus, moving expenses, or nontypical 
fringe benefits. 

b. "Hard-to-fill employment position" means a job that requires the 
employer to use extraordinary recruitment methods and for which the 
employer's recruitment efforts for the specific position have been 
unsuccessful for six consecutive calendar months. 

c. "State average wage" means one hundred twenty-five percent of the 
state average wage published annually by job service North Dakota 
and which is in effect at the time the employee is hired. 

3. The taxpayer may claim the credit in the first tax year beginning after the 
employee hired for the hard-to-fill position has completed the employee's 
first twelve consecutive months of employment in the hard-to-fill position 
with the taxpayer. 

4. 

5. 

The credit under this section may not exceed a taxpayer's liability for the 
taxable year as determined under this chapter. Any amount of unused 
credit may be carried forward for up to four taxable years after the taxable 
year in which the credit could initially be claimed. 

A partnership, subchapter S corporation, or limited liability company that 
for tax purposes is treated like a partnership that is entitled to the credit 
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under this section must be considered to be the taxpayer for purposes of 
this section and the amount of the credit allowed must be determined at 
the passthrough entity level. The amount of the total credit determined at 
the passthrough entity level must be allowed to the members in proportion 
to their respective interests in the passthrough entity. 

SECTION 20. AMENDMENT. Section 57-38-01 .26 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.26. Angel fund Investment tax credit. A taxpayer is entitled to a 
credit against state income tax liability under section §7 38 20, 57-38-30; or 57-38-30.3 
for an investment made in an angel fund that is incorporated in this state. The angel 
fund must be in compliance with the securities laws of this state for the investment to 
qualify for the tax credit under this section. The amount of the credit to which a 
taxpayer is entitled is forty-five percent of the amount invested by the taxpayer in an 
angel fund during the taxable year. The aggregate annual credit for which a taxpayer 
may obtain a tax credit is not more than forty-five thousand dollars. To be eligible for 
the credit, the investment must be at risk in the angel fund for at least three years. 
Investments placed in escrow do not qualify for the credit. The credit must be claimed 
in the taxable year in which the investment in the angel fund was received by the angel 
fund. The credit allowed may not exceed the liability for tax under this chapter. If the 
amount of credit determined under this section exceeds the liability for tax under this 
chapter, the excess may be carried forward to each of the four succeeding taxable 
years. A taxpayer claiming a credit under this section may not claim any credit 
available to the taxpayer as a result of an investment made by the angel fund in a 
qualified business under chapter 57-38.5 or 57-38.6 . 

SECTION 21. AMENDMENT. Subsection 6 of section 57-38-01 .27 of the 
North Dakota Century Code is amended and reenacted as follows: 

6. A taxpayer that is certified as a microbusiness is entitled to tax credits 
against tax liability as determined under section §7 38 20, 57-38-30; or 
57-38-30.3 equal to twenty percent of the taxpayer's new investment and 
new employment in the microbusiness during the taxable year. A taxpayer 
may not obtain more than ten thousand dollars in credits under this section 
over any combination of taxable years. 

SECTION 22. AMENDMENT. Subsection 1 of section 57-38-01 .29 of the 
North Dakota Century Code is amended and reenacted as follows: 

1. In addition to any other credit or deduction allowed by law for a 
homeowner, an individual is entitled to a credit against the tax imposed 
under section §7 38 20 or 57-38-30.3 for taxable years 2007 and 2008 in 
the amount of ten percent of property taxes or mobile home taxes that 
became due during the income tax taxable year and are paid which were 
levied against the individual's homestead in this state. For purposes of 
this section, "property taxes" does not include any special assessments. 

SECTION 23. AMENDMENT. Subsection 1 of section 57-38-01 .30 of the 
North Dakota Century Code is amended and reenacted as follows: 

1. In addition to any other credit or deduction allowed by law for a property 
owner, an individual or corporation is entitled to a credit against the tax 
imposed under section !l7 38 29, 57-38-30; or 57-38-30.3 for taxable 
years 2007 and 2008 in the amount of ten percent of property taxes or 
mobile home taxes that became due during the income tax taxable year 
and are paid which were levied against commercial property in this state. 
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For purposes of this section, "property taxes" does not include any special 
assessments. 

a. The amount of the credit under this section may not exceed one 
thousand dollars for any taxpayer. 

b. The amount of the credit under this section may not exceed the 
taxpayer's tax liability under this chapter. 

c. The amount of the credit under this section may not exceed one 
thousand dollars for married persons filing a joint return or five 
hundred dollars for a single individual or married individual filing 
separate returns. 

SECTION 24. AMENDMENT. Section 57-38-04 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38-04. Allocation and apportionment of gross income of Individuals. 
The gross income of individuals must be allocated and apportioned as follows: 

(2) DESK. (3) COMM 

1. a. Income from personal or professional services performed in this state 
by individuals must be assigned to this state regardless of the 
residence of the recipients of such income, except that income from 
such services performed within this state by an individual who resides 
and has the individual's place of abode in another state to which 
place of abode the individual customarily returns at least once a 
month must be excluded from the individual's income for the 
purposes of this chapter if such income is subject to an income tax 
imposed by the state in which the individual resides, provided that the 
state in which the individual resides allows a similar exclusion for 
income received from similar services performed in that state by 
residents of North Dakota. 

b. Notwithstanding any other provision of this chapter, the compensation 
received from services performed within this state by an individual, 
who performs services for a common carrier engaged in interstate 
transportation and who resides and has the individual's place of 
abode to which the individual customarily returns at least once a 
month in another state, must be excluded from income to the extent 
that the income is subject to an income tax imposed by the state of 
the individual's residence; provided, that the state allows a similar 
exclusion of the compensation received by residents of North Dakota 
for similar services performed therein, or a credit against the tax 
imposed on the income of residents of this state that is substantially 
similar in effect. For purposes of this subdivision, the term an 
individual who performs services for a common carrier engaged in 
interstate transportation is limited to an individual who performs the 
services for a common carrier only during the course of making 
regular runs into North Dakota or from within North Dakota to outside 
North Dakota, or both, on the transportation system of the common 
carrier. 

2. a, Income received from personal or professional services performed by 
residents of this state, regardless of where such services are 
performed, and income received by residents of this state from 
intangible personal property must be assigned to this state. 
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(2) DESK, (3) COMM 

&. A FeoiEJent inEii11idual, estate, er trust is entitles te a credit against the 
tO)( iFAposeei l:JAder this eAaJ3ter O~l:Jal te the 0ffl9UAt of iAOOFAO ta)( 
pai8 fer U=ie ta*able year te anetRer state er territory sf tt=ie United 
States er tRe District ef GeluFABia en ineeFAe deri•;eEJ froFA seurees in 
those juriseiiotions tl=lat is else ta~cable unEier this seetion. TFle ta)c 
OBA1FAissiener ffiay reettJire written preef ef tl=le tm< paiEJ te anotl=ler 
state. The requires J3reef ffiust Be provi8e8 in a ferffl anei FAanner as 
eleterFAinee Ely tAe tree eeFAFAissiener. For an individual, estate, er 
tnJst tt=lat is a resi9ent et this otat:e fer the entire ta~cable year, the 
ereEJit allowcet under U~is suBe:Hi;ision fflay not oHoeea an afflount 
oetual to tho ta)c ifflposea unaor this ohaptor fflUltiplieB By a ratio eetual 
ta feSeral a9juste9 §Fess ineeffle Serivea freffl seurees in the ether 
jurisdietien divided By total federal adjusted §Fess ineeffle less the 
affle1::Jnts under suBSivisiens a and s et suBseetien 1 et 
seetien §7 as 91.2. Fer an in8ividual, estate, er trust that is a 
resideAt of this state fer oAly par-t of the ta*aBle year, the ereetit 
alle•,veet uAeter tt=tis subetivisioA Alay Ast e)EeeeS tt=te lesser of the 
following: 

ffl The ta* iAlpesea tmeter this ehapter FAultiplieet by a ratio eetual 
to feSeral a8juste8 §Fess ineeFAe eteri'l•ee1 freFA so1::Jrees iA the 
ether jurisBietien reeei1,eet 1,vhile a resident et this state divided 
by federal aajusteet §Foss iAeoFAe eterivea treFA ~Jer-1:A Dal(eta 
seurees less tAe aFAOl::JAts under this subseetien. 

f2t The ta)E J3ai8 to the ether jurisetietien FAultiJ3lie8 by a ratio eetual 
to teeteral a8j1::Jste8 §Fess ineeFAe 9erive9 freFA sourees in the 
ether jttris9ietien reeeivea while a resietent et this state 9ivi9e9 
By fe8eral aajustea §Fess ineeFAe Serivea froFA seurees iA the 
ether states. 

3. Income and gains received from tangible property not employed in the 
business and from tangible property employed in the business of the 
taxpayer, if such business consists principally of the holding of such 
property and collection of income and gains therefrom, must be assigned 
to this state without regard to the residence of the recipient if such property 
has a situs within this state. 

4. Income derived from business activity carried on by an individual as a sole 
proprietorship, or through a partnership, subchapter S corporation, or other 
passthrough entity, must be assigned to this state without regard to the 
residence of the individual if the business activity is conducted wholly 
within this state. Income derived from gaming activity carried on in this 
state by an individual must be assigned to this state without regard to the 
residence of the individual. 

5. Whenever business activity is carried on partly within and partly without 
this state by a nonresident of this state as a sole proprietorship, or through 
a partnership, subchapter S corporation, or other passthrough entity, the 
entire income therefrom must be allocated to this state and to other states, 
according to the provisions of chapter 57-38.1, providing for allocation and 
apportionment of income of corporations doing business within and without 
this state . 

6. a. Income and gains received by a resident of this state from tangible 
property not employed in the business and from tangible property 
employed in the business of the taxpayer, if the business consists 
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b. 

principally of the holding of the property and the collection of income 
and gains from the business, must be assigned to this state without 
regard to the situs of the property. 

Income derived from business activity carried on by residents of this 
state, whether the business activity is conducted as a sole 
proprietorship, or through a partnership, subchapter S corporation, or 
other passthrough entity, must be assigned to this state without 
regard to where the business activity is conducted, and the provisions 
of chapter 57-38.1 do not apply. If the taxpayer believes the 
operation of this subdivision with respect to the taxpayer's income is 
unjust, the taxpayer may petition the tax commissioner who may 
allow use of another method of reporting income, including separate 
accounting. 

e: A reoi8eAt in8ividual, estate, er trust is entitled te a eredit against the 
taM iFAposeB 1:Jnder U=iis eRaJ3ter e~ual te the aFAeunt ef ineoFfle ta* 
paiB fer tRe ta~Eable year te anetl=ler state er territory ef tRe Unites 
States er the 9istriet of Geh:Hf1Bia en ineeffle doriYeEi froFA seuroes in 
those jurise1ietiens that is also sul3ieet to taic under this seetion. The 
tffi< eefflFAissiener FAay require written J3Feef ef tAe ta* J3aieJ te anotRer 
state. TRe r:equire8 preef Fflust be J3rovi8e8 in a ferFfl aneJ FAanner as 
BeterFAinoet By tRe ta~E eon=iffiissiener. For an individual, estate, er 
tr1:1st tRet is a reoiBent ef this state fer the entire ta~Eable year, the 
eredit allo1.ved t::Jnder this st::JBdiYision FAay not exeeed an aFAot::Jnt 
Sfll::JOI to tRe ta)( iFAposed t::Jnder tRis eRapter multiplied by a ratio 0f:1t::Jal 
te federal adfusteB §Fess ineeme derives from set::Jrees in the other 
jt::Jris8ietion diYideS by total fe8eral adjt::JsteB §Foss ineoFAe less the 
amot::Jnts t::Jn8er st::Jbdivisions a and s of st:1Bseetien 1 of 
seetien §7 as 01.2. Fer an indi•,idt::Jal, estate, er trt::Jst that is a 
resident of tt~is state for only J30Ft of the taxaBle year, the eredit 
allowed t::Jnder tRis subdiYisien may net e~Eeeed the lesser of the 
follewin§: 

f4--t The ta>< imJ30se8 t::Jnder this ehapter FAt::Jltiplieet By a ratio ef:lt::JOI 
to feBeral a9jt::Jste8 @rose ineome deri•,ea 1roFA sot::Jrees in the 
ether jt::JrisBietien reeei•,eB while a resident of tt:tis state diYided 
By federal adjusted §Foss ineoFAe deriYed froFA ~Jer=th Dal(eta 
sot::Jrees less the aFAounts under suBdivisions a and B of 
suBseetion 2. 

f2t The taH J3ai8 to the ether jurisBietien 1T1ultiplie8 By a ratio e1:1ual 
to federal a8j1:Jste8 §Fess ineeme BeriYeB freFA s01:Jrees in tl=le 
ether j1:Jrisetietien reoeivea while a resi8ont of this state 8ivi8eet 
By federal aaj1:Jsteet §Fess inoeFAo 8eri•,•o8 from seurees in the 
oti=ler states. 

7. All other items of gross income must be assigned to the taxpayer's 
domicile. 

8. The privileges granted nonresidents apply only when other states grant to 
the residents of North Dakota the same privilege . 

This seetion applies to eYery ineoFAe year Be§innin§J after DeeeFABer a1, 106S. 

SECTION 25. AMENDMENT. Subsection 2 of section 57-38-08.1 of the North 
Dakota Century Code is amended and reenacted as follows: 
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2. Resident partners, limited to individuals, estates, and trusts, must report 
their entire distributive share to this state as provided in subdivision b of 
subsection 6 of section 57-38-04, and may claim a credit for taxes paid to 
another state on that portion of their distributive share attributable to and 
taxed by another state, as provided in subdivision e j of subsection 6 1 of 
section !i7 as 94 57-38-30.3. 

SECTION 26. AMENDMENT. Section 57-38-30.3 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38-30.3. Simplilled meU=Ied el eemp1:tURg lndlvldual, estate. and trust 
Income tax. 

1. A tax is hereby imposed for each taxable year upon income earned or 
received in that taxable year by every resident and nonresident individual, 
estate, and trust. A taxpayer computing the tax under this section is only 
eligible for those adjustments or credits that are specifically provided for in 
this section. Provided, that for purposes of this section, any person 
required to file a state income tax return under this chapter, but who has 
not computed a federal taxable income figure, shall compute a federal 
taxable income figure using a pro forma return in order to determine a 
federal taxable income figure to be used as a starting point in computing 
state income tax under this section. The tax for individuals is equal to 
North Dakota taxable income multiplied by the rates in the applicable rate 
schedule in subdivisions a through d corresponding to an individual's filing 
status used for federal income tax purposes. For an estate or trust, the 
schedule in subdivision e must be used for purposes of this subsection. 

a. Single, other than head of household or surviving spouse. 
If North Dakota taxable income is: The tax is equal to: 
Not over $27,9§9 $33.950 2.19% 1. 70% 
Over $27,9§9 $33,950 but not $§68.9§ $577.15 plus a.92% 3.40% 
over $6!i,!i!i9 $82.250 of amount over $27,9§9 $33,950 
Over $66,669 $82,250 but not $2,977.26 $2,219.35 plus 4.a4% 3.60% 
over $1 a6,7e9 $171.550 of amount over $6e,!i!i9 $82.250 
Over $1 a6,7!i9 $171.550 but not $§,167.aa $5,434.15 plus 5,{)4% 4.25% 
over $297,a!i9 $372,950 of amount over $1 a6,7!i9 $171.550 
Over $297,a59 $372,950 $1 a,261.67 $13,993.65 plus !i.54% 5.00% 

of amount over $297,ae9 $372.950 

b. Married filing jointly and surviving spouse. 
If North Dakota taxable income is: The tax is equal to: 
Not over $4§,299 $56,750 ~ 1.70% 
Over $4§,299 $56.750 but not $949.29 $964.75 plus a.92% 3.40% 
over $199,2§9 $137,050 of amount over $46,299 $56,750 
Over $199,2§9 $137.050 but not $a,4!i9.96 $3,694.95 plus 4.a4% 3.60% 
over $166,699 $208,850 of amount over $199,269 $137,050 
Over $166,699 $208,850 but not $6,944.61 $6,279.75 plus !i.94% 1-.25% 
over $297,ae9 $372.950 of amount over $166,§99 $208.850 
Over $297,ae9 $372,950 $12,ea9.4e $13,254 plus e.54% 5.00% 

of amount over $297,ae9 $372,950 

c. Married filing separately. 
If North Dakota taxable income is: The tax is equal to: 
Not over $22,699 $28,375 2.19% 1.70% 
Over $22,699 $28,375 but not $~74.69$482.38 plus a.92% 3.40% 
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over $54,625 $68.525 
Over $54,625 $68,525 but not 
over $83.259 $104,425 
Over $83,259 $104,425 but not 
over $148,675 $186,475 
Over $148,675 $186,475 

d. Head of household. 
If North Dakota taxable income is: 
Not over $36,259 $45,500 
Over $36,259 $45,500 but not 
over $93,659 $117,450 
Over $93,659 $117,450 but not 
over $151,659 $190.200 
Over $151,659 $190.200 but not 
over $297,359 $372.950 
Over $297,359 $372,950 

e. Estates and trusts. 
If North Dakota taxable income is: 
Not over $1,899 $2,300 
Over $1,899 $2,300 but not 
over $4,259 $5,350 
Over $4 ,2e9 $5.350 but not 
over $6,599 $8,200 
Over $6,599 $8,200 but not 
over $8,999 $11,150 
Over $8,999 $11,150 
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of amount over $22,699 $28,375 
$1,729.98 $1.847.48 plus 4.34% 3.60% 
of amount over $54,625 $68,525 
$2,972.31 $3.139.88 plus 5.94% 1.25% 
of amount over $83,259 $104,425 
$6,269.73 $6,627.01 plus 5.54% 5.00% 
of amount over $148,675 $186,475 

The tax is equal to: 
~ 1 . 70% 
$761.25 $773.50 plus 3.92% 3.40% 
of amount over $36,259 $45.500 
$3,911.33 $3,219.80 plus 4.34% 3.60% 
of amount over $93,659 $117,450 
$5,528.53 $5,838.80 plus 5.94% 1.25% 
of amount over $151,659 $190,200 
$12,871.81 $13,605.68 plus §,§4% 5.00% 
of amount over $297,3§9 $372.950 

The tax is equal to: 
2.19% 1.70% 
$37.89 $39.1 o plus 3.92% 3.40% 
of amount over $1,899 $2,300 
$133.84 $142.80 plus 4.34% 3.60% 
of amount over $4,259 $5,350 
$231.49 $245.40 plus 5.94% 4.25% 
of amount over $6,599 $8,200 
$3e2.4e $370.78 plus 5.54~?. 5.00% 
of amount over $8,999 $11.150 

f. For an individual who is not a resident of this state for the entire year, 
or for a nonresident estate or trust, the tax is equal to the tax 
otherwise computed under this subsection multiplied by a fraction in 
which: 

(2) DESK, (3) COMM 

(1) The numerator is the federal adjusted gross income allocable 
and apporlionable to this state; and 

(2) The denominator is the federal adjusted gross income from all 
sources reduced by the net income from the amounts specified 
in subdivisions a and b of subsection 2. 

In the case of married individuals filing a joint return, if one spouse is 
a resident of this state for the entire year and the other spouse is a 
nonresident for part or all of the tax year, the tax on the joint return 
must be computed under this subdivision. 

g. For taxable years beginning after December 31, 2001, the tax 
commissioner shall prescribe new rate schedules that apply in lieu of 
the schedules set forth in subdivisions a through e. The new 
schedules must be determined by increasing the minimum and 
maximum dollar amounts for each income bracket for which a tax is 
imposed by the cost-of-living adjustment for the taxable year as 
determined by the secretary of the United States treasury for 
purposes of section 1 (f) of the United States Internal Revenue Code 

Page No. 14 sR-58-s20, 



• 
REPORT OF STANDING COMMITTEE (410) 
April 6, 2009 9:40 a.m. 

Module No: SR-58-6204 
Carrier: Hogue 

Insert LC: 90715.0312 Title: .0500 

(2) DESK, (3) COMM 

b..,_ 

L. 

of 1954, as amended. For this purpose, the rate applicable to each 
income bracket may not be changed, and the manner of applying the 
cost-of-living adjustment must be the same as that used for adjusting 
the income brackets for federal income tax purposes. 

The tax commissioner shall prescribe an optional simplified method of 
computing tax under this section that may be used by an individual 
taxpayer who is not entitled to claim an adjustment under 
subsection 2 or credit against income tax liability under subsection 7. 

A resident individual. estate. or trust is entitled to a credit against the 
tax imposed under this chapter equal to the amount of income tax 
paid for the taxable year to another state or territory of the United 
States or the District of Columbia on income derived from sources in 
those jurisdictions that is also taxable under this section. The tax 
commissioner may require written proof of the tax paid to another 
state. The required proof must be provided in a form and manner as 
determined by the tax commissioner. For an individual, estate. or 
trust that is a resident of this state for the entire taxable year. the 
credit allowed under this subdivision may not exceed an amount 
equal to the tax imposed under this chapter multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the other 
jurisdiction divided by total federal adjusted gross income. For an 
individual. estate, or trust that is a resident of this state for only part of 
the taxable year. the credit allowed under this subdivision may not 
exceed the lesser of the following: 

ill The tax imposed under this chapter multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from North Dakota 
sources less the amounts under this subsection . 

.(g)_ The tax paid to the other jurisdiction multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from sources in the 
other states. 

L A resident individual. estate. or trust is entitled to a credit against the 
tax imposed under this chapter equal to the amount of income tax 
paid for the taxable year to another state or territory of the United 
States or the District of Columbia on income derived from sources in 
those jurisdictions that is also subject to tax under this section. The 
tax commissioner may require written proof of the tax paid to another 
state. The required proof must be provided in a form and manner as 
determined by the tax commissioner. For an individual. estate. or 
trust that is a resident of this state for the entire taxable year, the 
credit allowed under this subdivision may not exceed an amount 
equal to the tax imposed under this chapter multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the other 
jurisdiction divided by total federal adjusted gross income. For an 
individual. estate, or trust that is a resident of this state for only part of 
the taxable year. the credit allowed under this subdivision may not 
exceed the lesser of the following: 
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ill The tax imposed under this chapter multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from North Dakota 
sources less the amounts under subdivision i. 

_{gJ_ The tax paid to the other jurisdiction multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from sources in the 
other states. 

2. For purposes of this section, "North Dakota taxable income" means the 
federal taxable income of an individual, estate, or trust as computed under 
the Internal Revenue Code of 1986, as amended, adjusted as follows: 

a. Reduced by interest income from obligations of the United States and 
income exempt from state income tax under federal statute or United 
States or North Dakota constitutional provisions. 

b. Reduced by the portion of a distribution from a qualified investment 
fund described in section 57-38-01 which is attributable to 
investments by the qualified investment fund in obligations of the 
United States, obligations of North Dakota or its political subdivisions, 
and any other obligation the interest from which is exempt from state 
income tax under federal statute or United States or North Dakota 
constitutional provisions . 

c. Reduced by the amount equal to the earnings that are passed 
through to a taxpayer in connection with an allocation and 
apportionment to North Dakota under chapter 57-35.3. 

d. Reduced by thirty percent of the excess of the taxpayer's net 
long-term capital gain for the taxable year over the net short-term 
capital loss for that year, as computed for purposes of the Internal 
Revenue Code of 1986, as amended. The adjustment provided by 
this subdivision is allowed only to the extent the net long-term capital 
gain is allocated to this state. 

e. Increased by the amount of a lump sum distribution for which income 
averaging was elected under section 402 of the Internal Revenue 
Code of 1986 [26 U.S.C. 402], as amended. This adjustment does 
not apply if the taxpayer received the lump sum distribution while a 
nonresident of this state and the distribution is exempt from taxation 
by this state under federal law. 

f. Increased by an amount equal to the losses that are passed through 
to a taxpayer in connection with an allocation and apportionment to 
North Dakota under chapter 57-35.3. 

g. Reduced by the amount received by the taxpayer as payment for 
services performed when mobilized under title 1 0 United States Code 
federal service as a member of the national guard or reserve member 
of the armed forces of the United States. This subdivision does not 
apply to federal service while attending annual training, basic military 
training, or professional military education. 
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h. 

i. 

j. 

Reduced by income from a new and expanding business exempt 
from state income tax under section 40-57.1-04. 

Reduced by interest and income from bonds issued under chapter 
11-37. 

Reduced by up to ten thousand dollars of qualified expenses that are 
related to a donation by a taxpayer or a taxpayer's dependent, while 
living, of one or more human organs to another human being for 
human organ transplantation. A taxpayer may claim the reduction in 
this subdivision only once for each instance of organ donation during 
the taxable year in which the human organ donation and the human 
organ transplantation occurs but if qualified expenses are incurred in 
more than one taxable year, the reduction for those expenses must 
be claimed in the year in which the expenses are incurred. For 
purposes of this subdivision: 

( 1) "Human organ transplantation" means the medical procedure 
by which transfer of a human organ is made from the body of 
one person to the body of another person. 

(2) "Organ" means all or part of an individual's liver, pancreas, 
kidney, intestine, lung, or bone marrow. 

(3) "Qualified expenses" means lost wages not compensated by 
sick pay and unreimbursed medical expenses as defined for 
federal income tax purposes, to the extent not deducted in 
computing federal taxable income, whether or not the taxpayer 
itemizes federal income tax deductions. 

k. Increased by the amount of the contribution upon which the credit 
under section 57-38-01 .21 is computed, but only to the extent that the 
contribution reduced federal taxable income. 

I. Reduced by the amount of any payment received by a veteran or 
beneficiary of a veteran under section 37-28-03 or 37-28-04. 

m. Reduced by the amount received by a taxpayer that was paid by an 
employer under paragraph 4 of subdivision a of subsection 2 of 
section 57-38-01 .25 to hire the taxpayer for a hard-to-fill position 
under section 57-38-01 .25, but only to the extent the amount received 
by the taxpayer is included in federal taxable income. The reduction 
applies only if the employer is entitled to the credit under section 
57-38-01 .25. The taxpayer must attach a statement from the 
employer in which the employer certifies that the employer is entitled 
to the credit under section 57-38-01 .25 and which specifically 
identified the type of payment and the amount of the exemption under 
this section. 

n. Reduced by the amount up to a maximum of five thousand dollars, or 
ten thousand dollars if a joint return is filed, for contributions made 
under a higher education savings plan administered by the Bank of 
North Dakota, pursuant to section 6-09-38 . 

o. Reduced by the amount of income of a taxpayer, who resides within 
the boundaries of any reservation in this state and who is an enrolled 
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3. 

member of a federally recognized Indian tribe, from activities or 
sources within the boundaries of any reservation in this state. 

Married individuals filing a joint federal income tax return shall file a joint 
state income tax return if the return is filed under this section. If separate 
federal income tax returns are filed, one spouse's state income tax return 
may be filed under this section and the other spouse's income tax return 
may be filed under the other provisions of this chapter. 

4. a. A resident individual, estate, or trust is entitled to a credit against the 
tax imposed under this section for the amount of income tax paid by 
the taxpayer for the taxable year by another state or territory of the 
United States or the District of Columbia on income derived from 
sources in those jurisdictions that is also subject to tax under this 
section. 

b. For an individual, estate, or trust that is a resident of this state for the 
entire taxable year, the credit allowed under this subsection may not 
exceed an amount equal to the tax imposed under this section 
multiplied by a ratio equal to federal adjusted gross income derived 
from sources in the other jurisdiction divided by federal adjusted 
gross income less the amounts under subdivisions a and b of 
subsection 2. 

c. For an individual, estate, or trust that is a resident of this state for only 
part of the taxable year, the credit allowed under this subsection may 
not exceed the lesser of the following: 

(1) The tax imposed under this chapter multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from North Dakota 
sources less the amounts under subdivisions a and b of 
subsection 2. 

(2) The tax paid to the other jurisdiction multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from sources in the 
other states. 

d. The tax commissioner may require written proof of the tax paid to 
another state. The required proof must be provided in a form and 
manner as determined by the tax commissioner. 

5. Individuals, estates, or trusts that file an amended federal income tax 
return changing their federal taxable income figure for a year for which an 
election to file state income tax returns has been made under this section 
shall file an amended state income tax return to reflect the changes on the 
federal income tax return. 

6. The tax commissioner may prescribe procedures and guidelines to prevent 
requiring income that had been previously taxed under this chapter from 
becoming taxed again because of the provisions of this section and may 
prescribe procedures and guidelines to prevent any income from 
becoming exempt from taxation because of the provisions of this section if 
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7. 

it would otherwise have been subject to taxation under the provisions of 
this chapter. 

A taxpayer filing a return under this section is entitled to the following tax 
credits: 

a. Family care tax credit under section 57-38-01 .20. 

b. Renaissance zone tax credits under sections 40-63-04, 40-63-06, 
and 40-63-07. 

c. Agricultural business investment tax credit under section 57-38.6-03. 

d. Seed capital investment tax credit under section 57-38.5-03. 

e. Planned gilt tax credit under section 57-38-01.21. 

f. Biodiesel fuel tax credits under sections 57-38-01 .22 and 

g. 

h. 

i. 

j. 

k. 

I. 

m. 

n. 

57-38-01.23. 

Internship employment tax credit under section 57-38-01 .24. 

Workforce recruitment credit under section 57-38-01 .25. 

Angel fund investment tax credit under section 57-38-01 .26. 

Microbusiness tax credit under section 57-38-01 .27. 

Marriage penalty credit under section 57-38-01.28. 

Homestead income tax credit under section 57-38-01 .29. 

Commercial property income tax credit under section 57-38-01 .30. 

Research and experimental expenditures under section 57-38-30.5. 

8. A taxpayer filing a return under this section is entitled to the exemption 
provided under section 40-63-04. 

9. a. If an individual taxpayer engaged in a farming business elects to 
average farm income under section 1301 of the Internal Revenue 
Code [26 U.S.C. 1301], the taxpayer may elect to compute tax under 
this subsection. If an election to compute tax under this subsection is 
made, the tax imposed by subsection 1 for the taxable year must be 
equal to the sum of the following: 

(1) The tax computed under subsection 1 on North Dakota taxable 
income reduced by elected farm income. 

(2) The increase in tax imposed by subsection 1 which would 
result if North Dakota taxable income for each of the three prior 
taxable years were increased by an amount equal to one-third 
of the elected farm income. However, if other provisions of this 
chapter other than this section were used to compute the tax 
for any of the three prior years, the same provisions in effect for 
that prior tax year must be used to compute the increase in tax 
under this paragraph. For purposes of applying this paragraph 
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b. 

c. 

d. 

to taxable years beginning before January 1, 2001, the 
increase in tax must be determined by recomputing the tax in 
the manner prescribed by the tax commissioner. 

For purposes of this subsection, "elected farm income" means that 
portion of North Dakota taxable income for the taxable year which is 
elected farm income as defined in section 1301 of the Internal 
Revenue Code of 1986 [26 U.S.C. 1301], as amended, reduced by 
the portion of an exclusion claimed under subdivision d of 
subsection 2 that is attributable to a net long-term capital gain 
included in elected farm income. 

The reduction in North Dakota taxable income under this subsection 
must be taken into account for purposes of making an election under 
this subsection for any subsequent taxable year. 

The tax commissioner may prescribe rules, procedures, or guidelines 
necessary to administer this subsection. 

1 o. The tax commissioner may prescribe tax tables, to be used in computing 
the tax according to subsection 1, if the amounts of the tax tables are 
based on the tax rates set forth in subsection 1. If prescribed by the tax 
commissioner, the tables must be followed by every individual, estate, or 
trust determining a tax under this section. 

SECTION 27. AMENDMENT. Section 57-38-30.5 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38-30.5. Income tax credit for research and experimental expenditures. 
A taxpayer is allowed a credit against the tax imposed under section §7 as 29, 
57-38-30, or 57-38-30.3 for conducting qualified research in this state. 

(2) DESK, (3) COMM 

1. The amount of the credit for taxpayers that earned or claimed a credit 
under this section in taxable years beginning before January 1, 2007, is 
calculated as follows: 

a. For the first taxable year beginning after December 31, 2006, the 
credit is equal to twenty-five percent of the first one hundred 
thousand dollars of the qualified research expenses for the taxable 
year in excess of the base period research expenses and equal to 
seven and one-half percent of all qualified research expenses for the 
taxable year more than one hundred thousand dollars in excess of 
the base period research expenses. 

b. For the second taxable year beginning after December 31, 2006, the 
credit is equal to twenty-five percent of the first one hundred 
thousand dollars of the qualified research expenses for the taxable 
year in excess of the base period research expenses and equal to 
eleven percent of all qualified research expenses for the taxable year 
more than one hundred thousand dollars in excess of the base period 
research expenses. 

c. For the third taxable year beginning after December 31, 2006, the 
credit is equal to twenty-five percent of the first one hundred 
thousand dollars of the qualified research expenses for the taxable 
year in excess of the base period research expenses and equal to 
fourteen and one-half percent of all qualified research expenses for 
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the taxable year more than one hundred thousand dollars in excess 
of the base period research expenses. 

d. For the fourth through the tenth taxable years beginning after 
December 31, 2006, the credit is equal to twenty-five percent of the 
first one hundred thousand dollars of the qualified research expenses 
for the taxable year in excess of the base period research expenses 
and equal to eighteen percent of all qualified research expenses for 
the taxable year more than one hundred thousand dollars in excess 
of the base period research expenses. 

e. For the eleventh taxable year beginning after December 31, 2006, 
and for each subsequent taxable year in which the taxpayer conducts 
qualified research in this state, the credit is equal to twenty-five 
percent of the first one hundred thousand dollars of the qualified 
research expenses for the taxable year in excess of the base period 
research expenses and equal to eight percent of all qualified research 
expenses for the taxable year more than one hundred thousand 
dollars in excess of the base period research expenses. 

I. The maximum annual credit a taxpayer may obtain under this section 
is two million dollars. Any credit amount earned in the taxable year in 
excess of two million dollars may not be carried back or forward as 
provided in subsection 7. 

2. For taxpayers that have not earned or claimed a credit under this section 
in taxable years beginning before January 1, 2007, and which begin 
conducting qualified research in North Dakota in any of the first four 
taxable years beginning after December 31, 2006, the amount of the credit 
is equal to twenty-five percent of the first one hundred thousand dollars of 
the qualified research expenses for the taxable year in excess of the base 
period research expenses and equal to twenty percent of all qualified 
research expenses for the taxable year more than one hundred thousand 
dollars in excess of the base period research expenses. 

a. This rate applies through the tenth taxable year beginning after 
December 31, 2006. 

b. For the eleventh taxable year beginning after December 31, 2006, 
and for each subsequent taxable year in which the taxpayer conducts 
qualified research in this state, the credit is equal to twenty-five 
percent of the first one hundred thousand dollars of the qualified 
research expenses for the taxable year in excess of the base period 
research expenses and equal to eight percent of all qualified research 
expenses for the taxable year more than one hundred thousand 
dollars in excess of the base period research expenses. 

3. For taxpayers that have not earned or claimed a credit under this section 
in taxable years beginning before January 1, 2007, and which begin 
conducting qualified research in North Dakota in any taxable year following 
the fourth taxable year beginning after December 31, 2006, the amount of 
the credit is equal to twenty-five percent of the first one hundred thousand 
dollars of the qualified research expenses for the taxable year in excess of 
the base period research expenses and equal to eight percent of all 
qualified research expenses for the taxable year more than one hundred 
thousand dollars in excess of the base period research expenses. 
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a. "Base period research expenses" means base period research 
expenses as defined in section 41 (c) of the Internal Revenue Code 
[26 U.S.C. 41 (c)], except it does not include research conducted 
outside the state of North Dakota. 

b. "Director" means the director of the department of commerce division 
of economic development and finance. 

c. "Primary sector business" means a qualified business that through 
the employment of knowledge or labor adds value to a product, 
process, or service. 

d. "Qualified research" means qualified research as defined in 
section 41(d) of the Internal Revenue Code [26 U.S.C. 41(d)], except 
it does not include research conducted outside the state of North 
Dakota. 

e. "Qualified research and development company" means a taxpayer 
that is a primary sector business with annual gross revenues of less 
than seven hundred fifty thousand dollars and which has not 
conducted new research and development in North Dakota. 

f. "Qualified research expenses" means qualified research expenses as 
defined in section 41 (b) of the Internal Revenue Code [26 U.S.C. 
41 (b)], except it does not include expenses incurred for basic 
research conducted outside the state of North Dakota. 

5. The credit allowed under this section for the taxable year may not exceed 
the liability for tax under this chapter. 

6. In the case of a taxpayer that is a partner in a partnership or a member in 
a limited liability company, the credit allowed for the taxable year may not 
exceed an amount separately computed with respect to the taxpayer's 
interest in the trade, business, or entity equal to the amount of tax 
attributable to that portion of the taxpayer's taxable income which is 
allocable or apportionable to the taxpayer's interest in the trade, business, 
or entity. 

7. Except as provided in subsection 1, if the amount of the credit determined 
under this section for any taxable year exceeds the limitation under 
subsection 5, the excess may be used as a research credit carryback to 
each of the three preceding taxable years and a research credit carryover 
to each of the fifteen succeeding taxable years. The entire amount of the 
excess unused credit for the taxable year must be carried first to the 
earliest of the taxable years to which the credit may be carried and then to 
each successive year to which the credit may be carried and the amount 
of the unused credit which may be added under this subsection may not 
exceed the taxpayer's liability for tax less the research credit for the 
taxable year. 

8. A taxpayer that is certified as a qualified research and development 
company by the director may elect to sell, transfer, or assign all or part of 
the unused tax credit earned under this section. The director shall certify 
whether a taxpayer that has requested to become a qualified research and 
development company meets the requirements of subsection 4. The 
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director shall establish the necessary forms and procedures for certifying 
qualifying research and development companies. The director shall issue 
a certification letter to the taxpayer and the tax commissioner. A tax credit 
can be sold, transferred, or assigned subject to the following: 

a. A taxpayer's total credit assignment under this section may not 
exceed one hundred thousand dollars over any combination of 
taxable years. 

b. If the taxpayer elects to assign or transfer an excess credit under this 
subsection, the tax credit transferor and the tax credit purchaser 
jointly shall file with the tax commissioner a copy of the purchase 
agreement and a statement containing the names, addresses, and 
taxpayer identification numbers of the parties to the transfer, the 
amount of the credit being transferred, the gross proceeds received 
by the transferor, and the taxable year or years for which the credit 
may be claimed. The taxpayer and the purchaser also shall file a 
document allowing the tax commissioner to disclose tax information 
to either party for the purpose of verifying the correctness of the 
transferred tax credit. The purchase agreement, supporting 
statement, and waiver must be filed within thirty days after the date 
the purchase agreement is fully executed. 

c. The purchaser of the tax credit shall claim the credit beginning with 
the taxable year in which the credit purchase agreement was fully 
executed by the parties. A purchaser of a tax credit under this 
section has only such rights to claim and use the credit under the 
terms that would have applied to the tax credit transferor, except the 
credit purchaser may not carry back the credit as otherwise provided 
in this section. This subsection does not limit the ability of the tax 
credit purchaser to reduce the tax liability of the purchaser, 
regardless of the actual tax liability of the tax credit transferor. 

d. The original purchaser of the tax credit may not sell, assign, or 
otherwise transfer the credit purchased under this section. 

e. If the amount of the credit available under this section is changed as 
a result of an amended return filed by the transferor, or as the result 
of an audit conducted by the internal revenue service or the tax 
commissioner, the transferor shall report to the purchaser the 
adjusted credit amount within thirty days of the amended return or 
within thirty days of the final determination made by the internal 
revenue service or the tax commissioner. The tax credit purchaser 
shall file amended returns reporting the additional tax due or claiming 
a refund as provided in section 57-38-38 or 57-38-40, and the tax 
commissioner may audit these returns and assess or issue refunds, 
even though other time periods prescribed in these sections may 
have expired for the purchaser. 

f. Gross proceeds received by the tax credit transferor must be 
assigned to North Dakota. The amount assigned under this 
subsection cannot be reduced by the taxpayer's income apportioned 
to North Dakota or any North Dakota net operating loss of the 
taxpayer. 

g. The tax commissioner has four years after the date of the credit 
assignment to audit the returns of the credit transferor and the 
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purchaser to verify the correctness of the amount of the transferred 
credit and if necessary assess the credit purchaser if additional tax is 
found due. This subdivision does not limit or restrict any other time 
period prescribed in this chapter for the assessment of tax. 

The tax commissioner may adopt rules to permit verification of the 
validity and timeliness of the transferred tax credit. 

9. If a taxpayer acquires or disposes of the major portion of a trade or 
business or the major portion of a separate unit of a trade or business in a 
transaction with another taxpayer, the taxpayer's qualified research 
expenses and base period must be adjusted in the manner provided by 
section 41 (1)(3) of the Internal Revenue Code [26 U.S.C. 41 (1)(3)]. 

1 O. If a taxpayer entitled to the credit provided by this section is a member of a 
group of corporations filing a North Dakota consolidated tax return using 
the combined reporting method, the credit may be claimed against the 
aggregate North Dakota tax liability of all the corporations included in the 
North Dakota consolidated return. This section does not apply to tax 
credits received or purchased under subsection 8. 

11. An individual, estate, or trust that purchases a credit under this section is 
entitled to claim the credit against state income tax liability under section 
§7 38 29 er 57-38-30.3. 

12. A partnership, subchapter S corporation, limited partnership, limited 
liability company, or any other passthrough entity entitled to the credit 
under this section must be considered to be the taxpayer for purposes of 
calculating the credit. The amount of the allowable credit must be 
determined at the passthrough entity level. The total credit determined at 
the entity level must be passed through to the partners, shareholders, or 
members in proportion to their respective interests in the passthrough 
entity. An individual taxpayer may take the credit passed through under 
this subsection against the individual's state income tax liability under 
seetieAs §7 38 29 aAel §7 38 39 section 57-38-30.3. 

SECTION 28. AMENDMENT. Subdivision b of subsection 1 of section 
57-38-40 of the North Dakota Century Code is amended and reenacted as follows: 

b. An individual who filed a return of income as a resident of this state 
and is assessed tax by another state or territory of the United States 
or the District of Columbia on that income after the time for filing a 
claim has expired under this section is entitled to a credit or refund for 
the amount of tax paid to the other jurisdiction, not including penalty 
or interest, as provided under subsection 2 er 6 el seelieA §7 38 94 1 
or sul3seelieA 4 of section 57-38-30.3, notwithstanding the time 
limitations of this section. The claim for the credit or refund under this 
subdivision must be submitted to the commissioner within one year 
from the date the taxes were paid to the other jurisdiction. The 
taxpayer must submit sufficient proof to show entitlement to a credit 
or refund under this subdivision. 

SECTION 29. AMENDMENT. Section 57-38.5-03 of the North Dakota Century 
Code is amended and reenacted as follows: 
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57-38.5-03. Seed capital investment tax credit. If a taxpayer makes a 
qualified investment in a qualified business, the taxpayer is entitled to a credit against 
state income tax liability under section §7 38 29, 57-38-30, or 57-38-30.3. 

{2) DESK. {3) COMM 

1. The amount of the credit to which a taxpayer is entitled is forty-five percent 
of the amount invested by the taxpayer in qualified businesses during the 
taxable year. 

2. The maximum annual credit a taxpayer may claim under this section is not 
more than one hundred twelve thousand five hundred dollars. This 
subsection may not be interpreted to limit additional investment by a 
taxpayer for which that taxpayer is not applying for a credit. 

3. Any amount of credit under subsection 1 not allowed because of the 
limitation in subsection 2 may be carried forward for up to four taxable 
years after the taxable year in which the investment was made. 

4. A passthrough entity that invests in a qualified business must be 
considered to be the taxpayer for purposes of the investment limitations in 
this section and the amount of the credit allowed with respect to a 
passthrough entity's investment in a qualified business must be 
determined at the passthrough entity level. The amount of the total credit 
determined at the passthrough entity level must be allowed to the 
members in proportion to their respective interests in the passthrough 
entity. 

5. An investment made in a qualified business from the assets of a retirement 
plan is deemed to be the retirement plan participant's investment for the 
purpose of this chapter if a separate account is maintained for the plan 
participant and the participant directly controls where the account assets 
are invested. 

6. The investment must be made on or after the certification effective date 
and must be at risk in the business to be eligible for the tax credit under 
this section. An investment for which a credit is received under this 
section must remain in the business for at least three years. Investments 
placed in escrow do not qualify for the credit. 

7. The entire amount of an investment for which a credit is claimed under this 
section must be expended by the qualified business for plant, equipment, 
research and development, marketing and sales activity, or working capital 
for the qualified business. 

8. A taxpayer who owns a controlling interest in the qualified business or who 
receives more than fifty percent of the taxpayer's gross annual income 
from the qualified business is not entitled to a credit under this section. A 
member of the immediate family of a taxpayer disqualified by this 
subsection is not entitled to the credit under this section. For purposes of 
this subsection, "immediate family" means the taxpayer's spouse, parent, 
sibling, or child or the spouse of any such person. 

9. The tax commissioner may disallow any credit otherwise allowed under 
this section if any representation by a business in the application for 
certification as a qualified business proves to be false or if the taxpayer or 
qualified business fails to satisfy any conditions under this section or any 
conditions consistent with this section otherwise determined by the tax 
commissioner. The commissioner has four years after the due date of the 
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return or after the return was filed, whichever period expires later, to audit 
the credit and assess additional tax that may be found due to failure to 
comply with the provisions of this chapter. The amount of any credit 
disallowed by the tax commissioner that reduc~d the taxpayer's income 
tax liability for any or all applicable tax years, plus penalty and interest as 
provided under section 57-38-45, must be paid by the taxpayer. 

An angel fund that invests in a qualified business must be considered to 
be the taxpayer for purposes of the investment limitations in this section. 
The amount of the credit allowed with respect to an angel fund's 
investment in a qualified business must be determined at the angel fund 
level. The amount of the total credit determined at the angel fund level 
must be allowed to the investors in the angel fund in proportion to the 
investor's respective interests in the fund. An angel fund that is subject to 
the tax imposed under chapter 57-38 is not eligible for the investment tax 
credit under this chapter. 

SECTION 30. AMENDMENT. Section 57-38.6-03 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38.6-03. Agricultural business investment tax credit. if a taxpayer 
makes a qualified investment in a qualified business, the taxpayer is entitled to a credit 
against state income tax liability as determined under section e7 as 29, 57-38-30, or 
57-38-30.3. 

(2) DESK, (3) COMM 

1. The amount of the credit to which a taxpayer is entitled is thirty percent of 
the amount invested by the taxpayer in qualified businesses during the 
taxable year. 

2. The maximum annual credit a taxpayer may obtain under this section is 
fifty thousand dollars and no taxpayer may obtain more than two hundred 
fifty thousand dollars in credits under this section over any combination of 
taxable years. This subsection may not be interpreted to limit additional 
investment by a taxpayer for which that taxpayer is not applying for a 
credit. 

3. The credit under this section may not exceed the liability for tax under 
chapter 57-38. If the amount of credit under this section exceeds the 
liability for tax, the excess may be carried forward for up to ten taxable 
years after the taxable year in which the investment was made. 

4. A partnership, subchapter S corporation, limited liability company that for 
tax purposes is treated like a partnership, or any other passthrough entity 
that invests in a qualified business must be considered to be the taxpayer 
for purposes of the investment limitations in this section and, except for the 
tax liability limitation under subsection 2, the amount of the credit allowed 
with respect to the passthrough entity's investment in a qualified business 
must be determined at the passthrough entity level. The amount of the 
total credit determined at the passthrough entity level must be allowed to 
the passthrough entity's owners, in proportion to their respective 
ownership interests in the passthrough entity. 

5. An investment made in a qualified business from the assets of a retirement 
plan is deemed to be the retirement plan participant's investment for the 
purposes of this chapter if a separate account is maintained for the plan 
participant and the participant directly controls where the account assets 
are invested. 
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6. The investment must be made on or after the certification effective date 
and must be at risk in the business to be eligible for the tax credit under 
this section. A qualified investment must be in the form of a purchase of 
ownership interests or the right to receive payment of dividends from the 
business. An investment for which a credit is received under this section 
must remain in the business for at least three years. An investment placed 
in escrow does not qualify for the credit. 

7. The entire amount of an investment for which a credit is claimed under this 
section must be expended by the qualified business for plant, equipment, 
research and development, marketing and sales activity, or working capital 
for the qualified business. Real property that qualifies as an investment 
must be used in, and be an integral part of, the qualified business's North 
Dakota business operations. 

8. If the investment is a contribution of real property: 

a. The value of the contribution may not exceed the appraised value as 
established by a licensed or certified appraiser licensed or certified 
under the requirements of sections 43-23.3-04, 43-23.3-04.1, 
43-23.3-05, 43-23.3-06, 43-23.3-07, 43-23.3-08, 43-23.3-09, 
43-23.3-10, 43-23.3-11, and 43-23.3-12. 

b. The value of the contribution must be approved by the governing 
body of the qualified business applying the valuation standards set 
forth in subsection 3 of section 1 0-19.1-63 . 

c. The qualified business receiving the contribution of real property shall 
provide to the tax commissioner a copy of the appraised valuation, a 
copy of the governing body's resolution approving the value of the 
contribution, and a copy of the statement of full consideration within 
thirty days after the instrument transferring title to the real property is 
recorded with the register of deeds as provided in chapter 4 7 -19. 

d. A taxpayer making a contribution of real property is entitled to the tax 
credit in the taxable year in which the instrument transferring title to 
the real property is recorded with the register of deeds as provided in 
chapter 47-19. 

9. The tax commissioner may disallow any credit otherwise allowed under 
this section if any representation by a business in the application for 
certification as a qualified business proves to be false or if the taxpayer or 
qualified business fails to satisfy any conditions under this section or any 
conditions consistent with this section otherwise determined by the tax 
commissioner. The amount of any credit disallowed by the tax 
commissioner that reduced the taxpayer's income tax liability for any or all 
applicable tax years, plus penalty and interest provided under section 
57-38-45, must be paid by the taxpayer. 

SECTION 31. REPEAL. Sections 57-38-01 .2, 57-38-01 .18, 57-38-02, 
57-38-06.1, 57-38-29, 57-38-29.2, 57-38-30.4, 57-38-67, 57-38-68, 57-38-69, and 
57-38-70 of the North Dakota Century Code are repealed. 

SECTION 32. EFFECTIVE DATE - EXPIRATION DATE - APPLICATION. 
This Act is effective for taxable years beginning after December 31, 2009. Section 26 
of this Act is effective for the first two taxable years beginning after December 31, 
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2009, and is thereafter ineffective. The income amounts shown in the tax brackets in 
the amendment to section 57-38-30.3 in this Act are the income amounts as indexed 
for taxable year 2009. The tax commissioner shall apply appropriate indexing factors, 
as determined under subdivision g of subsection 1 of section 57-38-30.3, to the dollar 
amounts of the brackets to update those amounts for taxable years after 2009." 

Renumber accordingly 
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Minutes: 

Chairman Belter: I call the conference committee to order for HB 1324. Will the clerk read 

the roll? I guess what we will do is have you walk us through your amendments and that is 

probably all we will do today. 

A.Senator Miller: The reason the bill is so thick is because we are taking off the ND-2 form; 

Wthat's the main purpose. Otherwise the changes in the bill are a compromise between the 

Governor's tax proposal and your tax proposal as far as rates. That is it in a nutshell. 

Senator Cook: The simplest way to see what is in the bill is just to look at the two fiscal notes 

that are on top of the packet here. When we passed it out of the Senate Finance and Tax 

Committee, we changed the brackets, as Senator Miller said, to give you $114 fiscal effect per 

biennium. Then we made it effective the second year of this biennium so that is where, if you 

look at the one fiscal note, you will see a $57 million fiscal note for 2009-2011. Then 2011-

2013 it was $114 million. Then it went to Senate appropriations and they took a policy position 

on it and unsettled it after the first year of the second biennium. It is just a two-year income 

tax reduction. There is $57 million in the second year of this biennium and $57 million in the 

first year of the next biennium. Also, then as Senator Miller said, ND-2 is removed and it would 

-e replaced with the North Dakota Easy Form. The Tax Commissioner would develop that ND 
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• Easy Form. The concept there is just to have two tax forms like we do for federal income tax, 

basically the long form and the easy form. That is the concept of it. Mr. Chairman, I do think 

too maybe that is all we need to do. I think the Senate Finance and Tax Committee would like 

to see if we are going to do this to not sunset it although that is the way it came out of the 

Senate is with a sunset on ii. I would give them a second shot at that. 

Chairman Belter: Senator Cook, all the exemptions that were in the long form, those are 

completely done away with then? 

Senator Cook: Those would be completely done away with. Of course, we have a whole list 

of exemptions now on the short form. 

Chairman Belter: We don't have that list in our packet, do we? 

Representative Kelsh: Essentially the ND-1 form becomes the long form. It stays ND-1 and 

.hen there is an easy form where there would be no deductions for credits? 

Senator Cook: That is correct. 

Representative Kelsh: And the ND-1 form contains the exemptions and credits and 

deductions that are already in place. Nothing is changing there? 

Senator Cook: That is correct. 

Chairman Belter: Clarification. There are two forms then? 

Senator Cook: The existing ND-1 form that contains what exists would continue and would 

have all of the exemptions and subject credits that are now available on it, but the Tax 

Commissioner would create a ND Easy Form. 

Chairman Belter: So you would still end up with two? 

Senator Cook: You would end up with two . 

• 

Representative Headland: Does somebody want to explain the rationale why we need two 

arms? ND-1 is considered easy now, isn't it? 
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- Senator Cook: I don't know if it is easy now. We can take a look and see if it does turn out to 

be. The concept is that it is going to be an easier form than ND-1 is now. I think the goal is to 

get rid of ND-2 which is used by around 2% of tax filers now. I think after the work we have 

done this session, it will be used by even fewer. If you remember from the study, I think the 

average benefit is less than $50. I think a good argument is that a lot of people spend more 

money trying to find out if they can save money. I also think it was a combination of 

exemptions that attracted people to use it. One of them was the long-term health care and, of 

course, we have moved that over to the ND-1 now. 

Chairman Belter: In our interim study, we had a bill doing away with ND-2. Was there any 

discussion about just sticking with one form? 

Senator Cook: Not a whole lot. I think the rationale is that for some reason, we don't seem to 

.ind the political will to remove ND-2. Maybe this will help accomplish it or get it done. We will 

still have a simpler form out there. 

Chairman Belter: I was wondering if the Tax Department could provide the committee with a 

list of things that are on the ND-2 for a future meeting that are not included here on ND-1? 

One other discussion too now, the rates that you have on the income tax, how are those rates 

set up? Are they the same percentage as existing rates? 

Senator Cook: I wish I would have brought my chart down that we had before us. We had 

about four different rates. I think we had the rates for the various brackets that were in the 

original Governor's bill, we had the rates that were in this one and two other sets of rates that 

were proposed. One of them would be the rates that are in here. It is basically section 26 of 

the bill. You can see the 2.10% rate goes to 1.7%, 3.92% goes to 3.4%, 4.34% goes to 3.6%, 

•. 04% goes to 4.25%, and then the top rate of 5.54% would go to 5%. 
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• Chairman Belter: Are those even percentages between each bracket and do they vary 

some? 

Senator Cook: No, they were not even percentages. I apologize. I didn't bring that down, but 

I can certainly get it for you. 

Senator Miller: They have between 40 and 60 points. There are also changes over on the 

structure here too. 

Representative Headland: I was just going to ask with the way they are set up if there is 

anyone in any bracket who could possibly end up with a tax increase because they could fall in 

different brackets? I am assuming they would. 

Senator Miller: It goes down equally everywhere. Then there is a shift up in the brackets. It 

would be impossible to have a tax increase. 

-Representative Headland: Was it an equal percentage shift up? 

Senator Miller: Well it is not an equal, it is not a percentage. I think these numbers are pulled 

from the Governor's ... 

Representative Headland: I would like to see if there is any shift down. 

Senator Cook: Mr. Chairman, I can see, I think, the biggest difference between the bills here 

is to compare these. The new rate for the lowest bracket is lower in the bill you have before 

you than the one you sent. The second bracket is a little higher, the third bracket is a little 

lower, the fourth bracket is a little lower and then the top bracket is a little higher. This is the 

bill as it came to us. This is a sheet we can get you. 

Chairman Belter: Any other issues we need to discuss at this meeting? From a House 

perspective, Senator Cook, the sunset is a problem. I guess I need to look at those rates . 

• ersonally like rates that are all the same percentage. 
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• Senator Cook: I believe that is how the bill came to us. 

did you not? 

Chairman Belter: Yes, I believe so. 

You used the same for every bracket, 

Representative Kelsh: We don't have to do it now, but could we get an explanation from the 

Tax Department of the difference between the Governor's original proposal and as it came to 

us? 

Senator Cook: I will bring it down to our next meeting. We have only two bills left on the table 

that deal with income tax relief. It is this one and 2199. This one has just income tax in it so it 

is a good vehicle to have our discussion on, I think, as far as what we might ultimately end up 

with as far as going home with an income tax policy. 

Chairman Belter: I guess we will adjourn . 

• 

• 
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Chairman Belter: I call the conference committee to order on HB 1324. I had John Walstad 

put together some information. What I was looking at was trying to get a comparison between 

the personal income tax rates on HB 1324 versus SB 2199. That is what the one handout 

•

does (Attachment 1). This other handout is the information on the tax credits between ND-1 

and ND- 2 (Attachment 2). This says optional version. 

Senator Cook: No, just skip the word "optional", Mr. Chairman. 

Chairman Belter: Senators, I would like an explanation of how the brackets were derived on 

1324. On 2199 we just did an even split on every bracket, a tenth of a percent or two tenths 

on one. It was our plan to keep all brackets pretty much the same reduction. I see there is a 

considerable difference here between 11 % to 19%. 

Senator Cook: I think the brackets you see here in1324 are what I refer to as the Hogue 

amendments. Of course, Senator Hogue isn't at this table, but he is at the table of 2199. He 

made a statement on 2199 the other day that he is rethinking what he did with his brackets. 

Maybe for today, as we try to finish these things out, we can set the income tax part of this 

discussion aside. We need to have some discussions with our caucuses and find out where ae think we might be able to go. Maybe we could just discuss the tax forms and resolve that 
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-issue. Then at our next meeting based on 2199, we can figure out where we want to go. 

don't know if Senator Miller feels any different or Senator Anderson, but we are getting to the 

point where we have to start making some decisions here. I need to visit with some folks. 

Chairman Belter: We will move on to the next issue then. 

Senator Cook: Maybe regarding ND-2, we can ask somebody from the Tax Department 

again just to refresh us on how many people actually use it, which of these deductions seems 

to attract people to use it and how many they think might no longer be attracted to it after the 

changes we made to ND-1. I think that I have always looked at ND-2 as being a form that just 

causes more confusion than it does any good. We would be better off without it whether we 

create another easy form or not. (4:50) 

Chairman Belter: Would somebody from the Tax Department like to go over the information 

.on the number of people using ND-2? 

Joe Becker, Tax Department: To start with, based on 2007 information, total returns in the 

system 349,226, of which 6,802 are ND-2 filers. 

Chairman Belter: The 6,802 is included in the 349,226? 

Joe Becker: That would be just shy of 2% and in term of total dollars coming in with 349,000 

returns is $289.2 million. That would be the net tax liability. Of that amount, the ND-2 portion 

is $907,000, which is .31 % of the total. That would give you a bird's eye view of the large 

numbers. 

Chairman Belter: You said $289 million? 

Joe Becker: The total net tax liability for the entire population of forms is $289.2 million. 

Representative Headland: Of that 6,800 filers, do you have information how many of them 

.ould be residents of the state and how many are out-of-state residents? 
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-Joe Becker: Yes. The resident portion is 1,112; the balance then are non-residents and/or 

part-year residents, which would be 5,524. I am sorry; let me correct that. Non-resident 

portion was the number I just gave you. There is a part-year resident portion of 163. 

Representative Kelsh: Do you know what the dollar amount increase or decrease would be 

to state revenues if all ND-2 filers were forced to use the ND-1 form? 

Joe Becker: I don't have the dollar figure, but what I can tell you is based on a sampling of 

ND-2 filers, what would happen if the existing bill passes. I can give you some rough 

percentages based on our sampling and it goes like this. Roughly 38% of those ND-2 filers 

would either be the same or better off under this bill. 38% would be better or the same. The 

other 62% would not be better off so that would result in a slight revenue increase. I will give 

you some averages from our sample as well. My sampling here is broken down by filing 

-status, but let's see if I can give you a general idea of what is going on. I will use the single 

category first. Under the current system, the average liability in our sample is $54. 

Chairman Belter: On the ND-2? 

Joe Becker: This is the ND-2 for the single filing status. Again, keeping in mind, this was just 

our sample. ND-2 under current law, there was an average tax of $54. 

Representative Kelsh: Is it possible to get this all in writing? 

Joe Becker: I certainly can do that. 

Chairman Belter: Why don't you go through it and then you can get that information to us as 

long as we are here. 

Joe Becker: The sampling just indicated that in a single category we saw about an $18 

increase if the bill passes as is. For the married filing joint and the head of household 

categories, it looks like it dropped anywhere from $7-$40 per return. So we know that under 

.he current bill, there would be a positive revenue impact, but it would be slight. I mean we are 
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-talking about a total of $907,000 we are dealing with to begin with. 

smaller than that. 

Representative Kelsh: And it would impact mainly single filers? 

It is going to be something 

Joe Becker: Again, based on our sample, that seems to be the case. Fortunately it is a small 

amount. 

Senator Miller: Would you say that perhaps a lot of these people who are benefitting from 

this are active-duty military that are overseas? 

Joe Becker: Based on this sample and samples we have done in prior interim sessions, no, I 

am not seeing that. We are finding that for the most part the military deductions on ND-2 have 

become obsolete. They are making too much money to benefit from them. 

Chairman Belter: Joe, so many of these ND-2 filers are non-residents. What provisions are 

•

here in there that attracts them to the ND-2? 

Joe Becker: It is a fairly straightforward question to answer. When we look at the form ND-2 

structure, the way that works out for the non-resident is they are going to show us their total 

federal income in one column. But then we want them to isolate what belongs to ND, which 

means we are going to pull out that portion of the income and tax it as such. It is a different 

concept than the ND-1. By doing so, we are finding that those amounts are fairly small. 

Therefore, that, in conjunction with the small federal tax deduction, they are able to break 

through the rates that ND-1 offers so ii is helping them, I think, primarily because the income is 

low coming in. Then with the small deduction, they are just able to get a lower break. 

Chairman Belter: Would out-of-state landowners be ones who are using this? 

Joe Becker: Yes, that is correct. The land rents, royalty income would be pretty common . 

• 

There may obviously be some pass-through entities such as oil companies that are sending 

heir profits out to non-resident owners. 
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-Senator Cook: The bill that eliminates ND-2 allows for the Tax Commissioner to create a ND 

easy form. When would tax filers start to use that ND easy form? Is it a form you are going to 

create and then get legislative approval for or so long as we are just going to create within the 

scope of ND law right now and all of a sudden have available? 

Joe Becker: The bill, as it has been drafted, requires us to create that supplemental or 

smaller simpler form if you will. In that sense, it is very much like the federal system where you 

have three forms that work, but they all operate under the same set of rates, the same rules. It 

is just that if your set of facts allow you to move into the simpler form, the IRS prefers you to do 

that for administrative purposes. So the bill requires us to do that. But I think even without the 

provision, nothing would prevent us administratively from prescribing a form of that nature if we 

felt it would save the administrative costs, etc . 

• Senator Cook: But it would fall within the tax brackets and the deductions and everything we 

have established in code? 

Joe Becker: That is the idea that we would have a single system governed by the same rules. 

We would just break out a subset form that says if you have no deductions and credits and 

don't need to deal with all that, use this form. It will save you some time. 

Senator Cook: Perfect. 

Representative Kelsh: Can you tell me where in the bill the sections are that deal with 

elimination of ND-2 and the creation of the easy form? 

Joe Becker: Probably the easier way to approach that would be to take you to page 18 of the 

bill to start on version .0500, section 26 is going to do two things. It is obviously bringing the 

rate reductions into play on pages 18 and 19. Then if you shift over to page 21, and look at 

,.line 6, that is a new provision that is requiring us to create that new easy form. The balance of 

the changes in that section is really just technical items, moving some things around in the 
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-code because of the ND-2 repeal. They really aren't changing anything in existing law. The 

balance of the bill is what is required to not only repeal the ND-2 provisions, but to revise 

technically other sections of the code that make reference to it. That is why the bill is as large 

as it is. 

Representative Kelsh: Starting on page 21, line 6 all the way through page 22, line 25, that 

is all prescribing what is allowed on the easy form? 

Joe Becker: Let me apologize and clarify that. Lines 6 through 9 on page 21; that is our easy 

provisional by itself. What you are seeing starting on line 10 through 30 on page 21 and 

continuing onto the next page, there are two things going on there. All we are doing is 

dropping into this section of the code, which would be the remaining section for individuals 

now, the provision for credit for taxes paid in other states. We are just moving it from another 

.revision. Just for fun, on page 22, line 3, that credit for taxes paid to another state language 

happens to be duplicated in here and could just as well be removed. On lines 3-25 on page 

22, that could be removed. We did point that out to legislative council, but apparently they 

weren't able to deal with that yet. So that is really all there is to it. 

Representative Kelsh: Following up on Senator Cook's question, you are creating an easy 

form and then we are leaving it up to you to implement or adopt the rules regarding what that 

is? Is it subject to legislative approval? 

Joe Becker: The bill as it has been drafted now is actually requiring us to do something. 

don't think that is a great feat for us. It is really just taking the existing entity ND-1, yanking the 

deductions and credits off of it; it will look essentially the same without those things. The 

calculation works the same, etc. It is just a shorter version of the same thing . 

• hairman Belter: So the tax rates between easy and ND-1 would be the same? 
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.Joe Becker: Exactly. We would be working under essentially the same set of rules, but this 

form just says if you don't need any of these other adjustments, go down this path instead. 

You are going to end up in the same place. 

Chairman Belter: Any other questions of the Tax Department? 

Representative Headland: I am not sure where this really fits in this discussion, but I was 

asked this question by a constituent. He owns a trucking company. He was recently told that 

he has to file income tax forms in Nebraska. Do we make out-of-state trucking companies file 

tax here in ND for earnings they have in ND? 

Joe Becker: I would perhaps like to know a little bit more, but I can give you a general answer 

to that. Are we talking about the trucking company itself or the employee of the company? 

Representative Headland: In this particular case, he was the owner of the trucking company . 

• Joe Becker: Do we know if that might be a corporation? 

Representative Headland: That I can't answer. 

Joe Becker: I want to separate it because the company is one thing; the employee working 

for an interstate commerce company is an entirely different matter. There the states by federal 

law are not supposed to be taxing the, but the company--it depends on whether it has nexus 

with the state. Mary perhaps could comment further if it were in a corporate realm. 

Mary Loftsgaard, Tax Department: As far as the business entity, what Joe was talking about 

was an individual's earnings for working as a trucker. His answer is correct in that regard. We 

can't tax someone who is a resident of another state. As far as corporations, depending on 

how much activity that company has in ND, how many trips they make into and out of ND, yes 

we would apply tax to that business entity based on the amount of their activity in ND. If you 

A.are familiar with our regular apportionment formula, where we do the property, payroll and 

Wsales in ND, divided by everywhere, and then we sum those and divide by three. There are 
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.some adjustments that we make to that because we have to deal with the mobile property, the 

trucks that are moving back and forth. There are some adjustments we make for mobile 

property miles in different states, but the concept is the same. If this gentleman was correctly 

taxed in the state for his trucking activities there; in essence, if the statute was still open, he 

should be able to come in and amend. If he had to pay tax on all of his activity in ND, if the 

statute is still open, he should be able to come in and amend his return and ask for a refund 

here assuming all the criteria is met. Does that help? 

Representative Headland: I think so. 

Senator Cook: What constitutes nexus in another state for a ND-based trucking corporation? 

Mary Loftsgaard: There are a couple of things. If they had any fiscal property, they might 

have a place where they warehouse or fuel their trucks or whatever, that is certainly going to 

.create nexus for them in another state. Again, it would depend on the number of miles they 

are travelling or the number of trips they make in and out of the state. Sometimes it depends 

on what their activity is. Are they just travelling through or are they delivering or picking up 

material? States do have different rules about this. 

Senator Cook: How does another state, like Nebraska, determine then if you have nexus? 

am sure we have a lot of trucking corporations who all of a sudden get a notice from another 

state, telling them they have nexus; therefore, you have to pay our state's income tax. What 

are they looking for? How do they determine that? What triggers that letter all of a sudden? 

How do you do it in ND? How do you look for and find out-of-state corporations that are 

trucking into ND? 

Mary Loftsgaard: We have to divulge all our secrets. There are a lot of different sources we 

can use. We work with the Highway Department in terms of various reports and things they 

-have; we work with other states; we work with projects like this to find companies... Many 
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.times these companies, I would be willing to bet that 95% of the time this is not a flagrant 

violation by these companies. They tend sometimes to be smaller entities that are not that 

sophisticated about the tax law. If one state determines the company has taxable nexus there, 

many times those companies will come to us themselves and say, "Here is what happened to 

us in Nebraska or Kansas. Do we owe tax in ND too?" because they realize they have been 

travelling through here and not paying tax. A good deal of it is also just the self reporting when 

these entities find out in another state. 

Chairman Belter: Any more questions of Mary? Joe, this handout of the various deductions 

between the ND-1 and the ND-2, if we are doing away with the ND-2, it is my understanding 

that in the Senate version; these ND-2s are just not transferred over to the ND-1. Which one 

of these is going to have the biggest impact to those ND-2 taxpayers? 

.Joe Becker: I would answer that two ways. One, I can provide you a copy of a page that will 

show you the numbers in dollars for each one of those items that we can register. To answer 

your question at this point, there are two that jump off the page. On the deduction list, they 

would be items 15 and 16, which would be the medical expense deduction and the federal 

income tax deduction. They are by and large the two that take up the most space on the back 

side of that form. For the balance of the deductions, we are talking anywhere from 58 to 100 

entries depending on which ones you are looking at. The other ones are fairly narrow, but 

those are the two that most folks can get at. That really is what we have told the committees in 

the interim is that when you combine someone who has an income on the lower end of the 

scale (in the $25,000-$30,000 range), then they happen to have excess medical expenses, 

some of which are allowed on the federal side but the state will allow them to pick up. 

·-Combining that with the federal tax deduction, they are just able to keep below that rate on the 
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.short form. How much of a break again will depend on the taxpayer. Sometimes it is not 

great; other cases, we are talking, $40, $50 or $100, depending on the situation. 

Chairman Belter: Are most of those in-state people then that are taking the medical 

deduction? 

Joe Becker: That is a tough one to answer because both of those are open to any filer. 

can't really say it is one or the other. 

Senator Cook: Joe, if we were to lower the brackets, like we are in 1324, we could greatly 

reduce a lot of these? 

Joe Becker: Exactly. What is happening is a combination of more than one deduction or 

credit is able to break that ND-1 rate; but if you bring ND-1 rates down, you are going to start 

sending some of these folks, as our sample indicated, at least somewhere in the neighborhood 

.of 30% of those folks are going to shift over to the other form immediately for that reason. That 

is assuming their situations are constant each year. 

Chairman Belter: I forget what session we dealt with this, but I can remember a couple from 

Bismarck coming in and testifying about the medical. That was the issue. 

Joe Becker: If I can add to that, I think the couple also had a long-term care insurance credit 

which was playing a larger role for them. I don't know how else to put it. They were the 

classic case of someone who belongs on ND-2 because of their situation, their retirement 

point, they were just going to stay there. That situation never changed. 

Representative Kelsh: Can you tell us what reductions have been moved from ND-2 to ND-1 

this session that have passed and are on their way to the Governor? 

Joe Becker: There is only one that has moved over and it happens to be the gee-thermal 

•

energy device credit. It is part of a statute that allows a credit for wind energy and now the 

gee-thermal portion was brought over. That is the only one. The only one bill that would be 



Page 11 
House Finance and Taxation Committee 
Bill/Resolution No. HB 1324 
Hearing Date: April 24, 2009 

.somewhat related, but it is really different, is the long-term care insurance credit. The one that 

is on the ND-2 applies to any long-term care policy. The one that was placed on the ND-1 is 

only for the so-called partnership plan, which is a narrower group. 

Chairman Belter: So the one we passed this year is different than the one we had on the ND-

2? 

Joe Becker: That is correct. We are talking about two different one. ND-2 is wide open to 

any long-term care policy. The one that will show up on ND-1 now for the first time is the 

narrower group, those who are getting into the partnership type long-term care policies. 

Chairman Belter: I guess we burned up our time for today so we will meet at a future date. 

don't think you will meet tomorrow. 
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Chairman Belter: I call the conference committee on HB 1324 to order. Thank you, 

committee members. Joe Becker put together this handout for us and I thought we should just 

have Joe walk us through it. If you have any specific questions on the aspects of ND-2, we 

•

should go over that today. Joe, I don't know if you have a presentation you want to start with. 

;Joe Becker, Tax Department: No. 

Chairman Belter: My question is on the net tax liability reporting. The actual tax liability that 

was collected for non-residents is $815,748. Generally what are the circumstances that those 

people would have that liability for? 

Joe Becker: The sampling that we did most recently really bears out what we have found 

from samples we have done in the past. What I can tell you is this, in general, you are going 

to be looking at individuals whose incomes are on the lower end of the scale. From our 

sample, single filers have an AGI of around $22,000; for married joints, it was around $30,000; 

and then head of household was something less than that. That is the start. Then there are 

usually going to be more than one deduction and/or credit on that form that in combination is 

allowing them to beat the ND-1 rates. The key that we found also is that the amount they are 

-eating it by is slim. Our particular sample here showed an average savings in the 
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• neighborhood of $30 so when you are looking at $815,000 for non-residents, for example, you 

have to keep in mind that if we are going to put them on the form ND-1, they are going to 

generate a dollar amount as well. We are really trying to figure out what that differential is, 

why are they over there? That is generally it. There is no particular deduction that stands out 

among the others. If there is a credit that stands out, it is the long-term care credit, simply 

because that is usually an automatic $100-$200 off the tax. That one has been a major 

deduction. 

Chairman Belter: For the non-resident? 

Joe Becker: No, for any ND-2 filers. 

Senator Cook: If we were to get to the Governor and get the bill we passed out of committee 

this morning signed that has a 12.3% reduction for all brackets in the personal income tax, 

.would that not pretty much wash away this average savings of $30 and probably greatly 

reduce the number of ND-2 forms that are used? (04:40) 

Joe Becker: Looking at SB 2199 as it was amended this morning, it has dropped the rates 

just a bit more. Our sampling and that average that I gave you was based on using those 

lower rates. The samples show that about 60% of those ND-2 filers are going to stay put with 

an average savings of $30. 

Senator Cook: You considered the reduction in 2199. 

Joe Becker: We did and we found that about 38-40% of those ND-2 filers now would move 

over to the ND-1 system or would do better or be the same under SB 2199 as amended. 

There is no getting away from the fact that there are some ND-2 filers that have simply zeroed 

their tax out and there is no way with one of the credits like the long-term care credit that they 

•

can do better on ND-1. You can't get lower than zero and they can't bring that credit over with 

emso. 
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• Representative Headland: I understand that the credits available on ND-2 are not available 

on ND-1, but how about deductions? Are these deductions you have listed here also available 

on ND-1? 

Joe Becker: Those deductions that you see there, there is only one there that would be on 

both. That is the interest from U.S. obligations. Other than that, the rest of those are unique 

to the ND-2. They are not on the ND-1. With the exception of the medical expense item and 

additional exemption of $300 for filing joint head of household to qualifying widower, you can 

kind of see there has been at trend at least since 2003 that those numbers are dropping. With 

the passage of 2199 or for that matter, this bill with the rates as they are, those numbers 

obviously will drop again. But, as I said, there is no getting around it, there will be some that 

will stay put. I had indicated in the memorandum I sent as a cover to the two charts that from 

.ur experience over the last twenty plus odd years as well as the sampling work we have 

done, there are going to be a handful of folks whose situations may not change and they may 

stay but. But the thing that is important here is that tax situations do changes. There is 

nothing that says our current ND-2 filer is going to stay there down the road. It depends upon 

what their tax situation is. 

Senator Miller: In summation, we can safely assume that our ND-2 policy greatly benefits 

non-residents as opposed to resident almost threefold. Right? 

Joe Becker: The numbers are showing that they are the greater population of ND-2 filers, that 

is correct. In that sheet, showing the number of returns filed and the tax liability associated 

with them, I thought that footnote 4 was important to note. When all is said and done, either 

this bill passes with its rates or 2199 passes with those rates, and we are probably looking at 

.bout $22,000 as a positive fiscal impact of the change with respect to our resident population. 
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- When we look at the 1,112 residents currently on the ND-2, that will drop down to about 689 

and their total savings would be about $22,000, that average of (inaudible). 

Senator Miller: Do you think that the $22,000 will be evenly spread amongst the larger 1,100 

residents or are you going to see 100 residents that are going to be working that bill more so? 

I mean we are not going to have 20 residents paying $1,000 extra in taxes versus 1,000 

residents paying $20 bucks extra, are we? 

Joe Becker: That is based on our sample, which is indicating on average a $32 savings. We 

went anywhere from zero tax on the ND-2 up to perhaps somewhere in the neighborhood of 

$250 of tax. There is no norm here; it is all over the board. 

Senator Cook: Joe, I want to make sure I am clear on this. 689 ND residents, $32 average 

per resident, total $22,000. That sampling reflects what tax rate? Current tax rate, current 

.aw? 

Joe Becker: That reflects a comparison between the ND-1 rates under HB 1324 as we are 

looking at it now, which are the lower rates. 

Senator Cook: Okay, the 1324 rates. 

Joe Becker: The 2199 rates are just a bit lower than that. 

Senator Cook: I forgot that 1324 has income tax in it. 

Joe Becker: So that is what we are basing the amendments on. 

Chairman Belter: The one here for civil service, firefighters, ND highway patrol pension funds 

and stuff, how much extra tax is this group going to have to pay in would you guess on 

average? 

Joe Becker: I think that on average it is that $32, Mr. Chairman. 



Page 5 
House Finance and Taxation Committee 
Bill/Resolution No. HB 1324 
Hearing Date: April 27, 2009 

• Chairman Belter: You have several different pension funds listed here. Is there one group 

that uses it more than others or is ii a mix? Are there some unique situations where somebody 

should use it and others don't? 

Joe Becker: I can't say with certainty, Mr. Chairman, without looking at all those returns. We 

are talking about a population of 58. If I had to take a shot in the dark, I would say ii is 

probably the federal civil service would be the greater group. 

Chairman Belter: If we do away with the ND-2, what group is going to come crying to us next 

session? 

Joe Becker: All 689 with $32 savings that they are losing. In all seriousness, our sampling is 

showing that there is no single pattern driving that vote; ii is all over the board. The only thing 

we found trend wise is their AGls are generally down $30,000 or less and they have a 

.deduction or more and/or credit that is just getting them below the ND-1 rates. I don't know 

how else to put it. 

Chairman Belter: Is the ND-2 more complicated? Are people who are using the ND-2 

versus the ND-1 probably using a tax accountant to derive which is the best deal for them? 

Would you know at all? 

Joe Becker: Approximately 60% of all returns are done by practitioners. Is ND-2 more 

complicated than the ND-1? In some regards, yes, because of the various deductions and 

credits and they have to look at them to see if they apply. The ND-1 has grown in size with 

this deduction and credits so it is getting to be not such a disparaging one in that regard. 

(14:56) 

Chairman Belter: I would assume that an accountant that is running it both ways; he is 

.bviously charging for time so the average of $30 probably gets more than chewed up. 
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• Joe Becker: That is a good point. They certainly do charge for their time and that is 

something that I think is worthwhile noting. 

Chairman Belter: Any other questions on this particular issue? 

Representative Headland: Just so I am clear, could you explain part-year residents and how 

this may impact that? 

Joe Becker: That category just indicates that we have a taxpayer that has either moved into 

ND or has moved out-that their legal residency has changed. We just categorize them that 

way. 

Representative Kelsh: Can you tell me a little bit more about the new easy form. Is that a 

standard deduction form similar to a federal 1040-K. How do you intend to make that work? 

Joe Becker: First of all, it is going to be a form that will work off the one system that this bill is 

.oing to leave with us. What I envision it to be is we know that we start with federal taxable 

incomes. We are not going to be doing anything more than the federal return has already 

dealt with on standard deductions and exemptions. It has already been done so the simplicity 

in the form will be that we will drop that number into a form. We can immediately drop it into 

the rates and we are done. We are basically going to take all the deductions off that and place 

it on our long form, if you will. It is much like the 1040-EZ at the federal level. It is just a 

subset of the larger 1040. 

Chairman Belter: Committee members, I guess I am not going to take a vote or anything 

today, but I would like to have a general consensus among us so that if we get to the point 

where we want to draft amendments... Are we all in support of doing away with the ND-2 

form? 

•

Representative Kelsh: Was there a hearing on the Senate side on this and was there any 

pposition to it as far as doing away with the ND-2 form and adding this other form? 
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• Senator Cook: We added that onto 1324 so no, there was no testimony taken on it. There 

has been testimony given on the issue plenty of times in the past, of course. I think what 

drives the issue right now is the rate reduction issue. 

Senator Miller: I don't have a lot of background to support my hypothesis here; but in looking 

at some of these deductions we have, I kind of wonder if some group goes to a national 

conference and decides let's try to get everyone to pass a deduction for firefighters or 

whatever it might be. They come back to ND and put that out there without really any idea as 

to what the real benefit to that is. We say it is probably a good idea; it is not a bad idea, but it 

doesn't really help. So I think cleaning up the code is a good idea. 

Senator Cook: I would support it. 

Representative Kelsh: I do not have strong feelings about whether we do away with ND-2 or 

.not. 

Chairman Belter: Any other issues anyone else wants to discuss on this today? I think as far 

as the income tax portion goes, I think we will wait and see what the results of the settlement 

of 2199 does and then we will have direction after that closes. Are there any other issues? 

Senator Cook: I should probably talk to Senator Hogue. He raised a question at a meeting 

Saturday morning on 2199 about the state's corporation income and division of that income. It 

might have some merit to put a study resolution on here to study that issue. Let me visit with 

him and see if it is something that he sees. I think that is an issue that might have some merit 

during the interim to study. 

Chairman Belter: Any other issues? If not, we will adjourn until further notice. 
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Chairman Belter: I call the conference committee on HB 1324 to order. Will the clerk read 

the roll? (Everyone was present except Senator Anderson.) 

Senator Cook: There is a lot of smoke flying around here yet. Let's just postpone this until 

•

this afternoon if this is alright. I have got a lot of things going on right now. 

Chairman Belter: We can do that. I will go and reschedule for this afternoon. We will meet 

back. 

Senator Cook: I have got some things that maybe we want to consider. 

Chairman Belter: Thank you. We will adjourn until this afternoon. 
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Chairman Belter: I call the conference committee on 1324 to order. Will the clerk read the 

roll? (All six members were present.) 

Chairman Belter: Thank you committee members. I have got a red envelope with some 

Aamendments and I see there are others here with amendments. Since the income tax bill 

W'passed, I know my amendments here take out the income tax portion of it and also the ND-2. 

Senator Cook: It leaves the easy form? 

Chairman Belter: Yes. Does anybody have anything in particular? Otherwise, I will just have 

John Walstad start walking us through some of the amendments that we have. 

Senator Cook: I am perfectly comfortable with these. If it just removes the ND-2, the income 

tax and leaves the easy form, I would be happy with these. 

Chairman Belter: John, maybe you should walk us though the .0314 amendment just to 

make sure we are all on the same page here and explain what has been done. 

John Walstad, Legislative Council: This amendment (Attachment 1) is identical to the 

Senate amendment with one change. That change is on page 12 and 13. As you can see on 

12 and 13, the individual income tax brackets now have no overstrike or underscore in them . 

• hat means this bill makes absolutely no changes to those rates and brackets. Those rates 
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• and brackets are changed in 2199. That will be inserted; I happen to know the guy who does 

that. This bill and that bill will be blended together. The rate changes from that bill will go in 

here where these tables show no change. But the other changes made in this bill in that same 

section, we can see on 14, 15, 16, 17, 18 and 19, the other stuff in this bill in that same section 

will be also incorporated. The 2199 rates and brackets will go in; everything else here will also 

go in. Everything else here relates to getting rid of the ND-2 form and references. 

Senator Cook: I assume that what we are going to do is go through all of these, understand 

to what degree we have consensus on them and then they will all get bundled into one 

amendment that we would approve. 

Chairman Belter: Yes, that is my intent. 

Senator Cook: Mr. Walstad, I understand there is a small glitch with the math that somebody 

-id on HB 1304 and these amendments .0317 (Attachment 2) are meant to correct that little 

issue on HB 1304 that has already passed both chambers. 

John Walstad: That is correct. On Saturday, the Tax Department did some calculations on 

how to prevent school districts from getting a windfall because of the oil tax allocation changes 

in 1304. Those calculations were done; we turned it into an amendment which was adopted. 

The Tax Department has done some further calculating. I think they were trying to prepare a 

run to show the impacts and realized that a mistake was made. In 1304 up to $4.6 million at 

the county level was to be allocated, according to the existing allocation formula; revenue 

above $4.6 million according to the different infrastructure fund allocation, and that higher 

allocation fund substituted a grant program for townships and school districts for the allocation 

of 35% under the $4.6 million. Then under the $4.6 million, some reductions had to be made 

.r school districts. The amount reduced from there got transferred to the infrastructure fund 

so that there was no windfall to schools. In doing the run, the Tax Department determined that 
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- there is a problem at $4.6 million as the ceiling where that change occurs; some schools 

actually don't get a windfall. They end up short so the suggestion was made this morning that 

the $4.6 million be raised to $5.3 million before that change from the regular allocation to that 

infrastructure fund allocation occurs at the county level. Then those schools will be receiving 

basically what they would receive under current law. They wouldn't lose anything; there 

wouldn't be any windfall to them because there is still that carve out from the other language 

that we put in 1304. Shortly before I came down here, I got a call from Kathy Strombeck 

saying the $5.3 million is probably not right. It should be $5.35 million, $5,350,000. I had 

written the amendment at $5.3 million. Kathy promised she would come down and explain all 

this and she isn't here. I am just the guy that writes this; I don't do the math. We did those 

changes Saturday anticipating that that took care of the problem. The math people have 

-determined that the actual number in subsection 3, which is what is being amended here, 

should at last count say $5,350,000. That would be the cut-off point. There wouldn't be any 

revenue lost to any other subdivisions because of this change. Above or below whatever the 

number is, counties and cities get the same share. It is only above or below the number where 

schools are affected. Below the number we put in that reduction that applies to schools below 

the number and that would still be there with this change so there would be no windfall. This 

would allow them to suffer no loss. I wish Kathy was here to explain the math part. (08:45) 

Senator Cook: So there was an error done in the math and this is one way to fix it. Would the 

other way to fix it be, if we could, (and I know you had a challenge drafting the amendments 

that we put in 1304 to do what it is that those who had the concern wanted to do), you used 

these off a spreadsheet and now I hear the spreadsheet numbers were a little bit wrong. Is it 

•

safe for me to assume that we could also have, if we had the time, change your language 

ere? 
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• John Walstad: What they tell me is that language all works the way it is supposed to. It is 

just the revenue they were feeding into that model needs to be a higher number at the county 

level. That is why the $4.6 million can be raised to $5.3 million. Then it feeds the right amount 

of money in there and then that all works the way it is supposed to. That is my layman's 

understanding of how the math goes. 

Senator Cook: How does this $5.3 million number then affect the school district that could be 

located in the county that has very little oil production and all of a sudden could realize a 

considerable amount of oil production? 

John Walstad: The way the thing is structured is intended to deal with that like when Burke 

County begins to achieve the expected level of exploration and production. A school district 

coming on line with revenue from oil, the first $350,000 the school gets to keep all of that; the 

Anext $350,000, there is a reduction. I believe the objective is for existing schools in producing 

Wcounties and for schools in areas where it is not an existing production area, the formula will 

work the same. When a Burke County school district gets to the level of a Bowman County 

school district for revenue, the effect for them should be identical. 

Senator Cook: Just a suggestion, Mr. Chairman. I certainly would support putting the 

accurate amendments on this bill to correct that. Representative Skarphol is the one that 

talked me into that. Maybe it would be best before the final amendments are drafted, if you 

don't mind, that John and I and anybody else that was on that 1304 conference committee that 

would have an interest in it could just sit down with Ken Herman, John and Kathy and make 

sure that we all understand it because we are going to have to explain it and make sure it is 

right. 

-Chairman Belter: Are there any other amendments? 
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• Senator Cook: I have a couple more. These are for an issue that Representative Headland 

brought up. Amendment .0315 (Attachment 3) would allow for a study and allow the council 

to consider studying corporate income taxes with emphasis on a uniform division of income tax 

act, the apportionment formula applied to multi-state corporations doing business in ND, the 

impact of how other states have adjusted apportionment factors under this act. Representative 

Headland brought up a trucking company. I don't know if there is anything we need to say we 

are studying this because we want to change. I think it is a study that we should certainly 

consider if not for any reason other than just to make sure that a lot of the policy makers who 

sit on the Finance and Tax Committee get brought up to speed and understand this issue. I 

think there are a lot of questions of it. It is an issue that could very easily come to our table 

one way or another through other efforts. I know that Uniform Law Code Commission have 

.his as an issue now to try to find some way to bring uniformity to states on how we all 

approach this issue. Considering the attention it is getting around the country and elsewhere, 

a good understanding of this issue would be important for legislators so I would like to offer this 

study be put on 1324. Mr. Chairman, if there are no questions or concerns on that one, this is 

the last one (Attachment 4-Amendment .0316). HB 2199, of course, has dealt with 

property tax and has passed both chambers. We have had our share of debates in both 

chambers. We have gone down this road now and we are always going to continue, I think as 

legislators, to debate property tax and the role that the legislatures should play in it. Some of 

the comments that have been made to me during the session, and especially these last few 

days during the debate, give other options of how we might do this. One option that our 

neighboring state to the east does, and seems to do somewhat successfully, and other states 

Ao is the homestead tax credit that is available for all of the state's citizens on their primary 

.esidence. All this does is suggest that the legislative council should consider studying the 
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• homestead credit for all ND residential property and occupants. I think that is a study that 

could have some merits to understanding and it won't hurt us. We always hear about property 

tax relief that goes out of state versus keeping it in state, etc. This is I think why other states 

do it is to give different property tax treatment to their in-state residents versus their out-of­

state residents. Whether that is the route one should take, I don't know but I don't think there 

is anything wrong with having a good study of this issue. That takes care of all I would bring to 

1324. 

Chairman Belter: Any other issues from any members of the committee they would like to 

bring before the committee? 

Representative Kelsh: I have an amendment that would undo the provisions of 2199. 

(Laughter). 

A Chairman Belter: Are there any other issues? Committee members, on the issues we have 

Wtalked about here today, is everybody comfortable with the ones presented here at this 

meeting? Then I think what we will do is we have requested that Skarphol, Drovdal, and I 

would like to be involved in looking at 1304 and anybody on this committee that so wishes, we 

need to discuss that. What I will do is arrange for a conference committee tomorrow morning. 

(Discussion of timing of meeting and final action.) 

Senator Cook: How about 11 :00 a.m. 

Chairman Belter: I will set one up for 11 :00. Then as soon as we get 1304 squared away, 

we can have John put this all together for us and we should be out of here. 

John Walstad: Does there seem to be a consensus then that the three amendments that 

were brought forward would end up being incorporated because I can go ahead and do that 

.ow? Then it would just be a blink of an eye and we would be set. 
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• Chairman Belter: Committee members, is there any disagreement with John putting this 

together and getting it ready? 

Senator Cook: If he wants to go ahead and get that all drafted and completed and you can 

have the people we need to have down here to make sure we understand that one 

amendment tomorrow morning. 

Chairman Belter: If we have enough time to do 1304, maybe we should meet tomorrow 

afternoon. 

Senator Cook: We could do it right here in the conference committee, if Drovdal or 

somebody can be here to make sure we understand it. 

Chairman Belter: I will try to set one up for 11 :00 and see if we can get everybody here for 

11 :00 and set it up for an hour if a time slot is available. If there is no further business, we will 

Aadjourn. Committee members, here is a handout from the Tax Commissioner. (Attachment 

Ws). I am not sure if these are the same handouts. 
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Chairman Belter: Committee to order on HB 1324. (All six members were present.) Thank 

you, committee members. John, I am assuming the .0318 amendments are a summation, 

putting these four different amendments together into one. Do you want to just walk us 

Athrough it? 

WJohn Walstad, Legislative Council: The .0318 version (Attachment 1) incorporates the long 

amendment the committee was looking at yesterday that basically does nothing to the ND-1 

rates, but is twenty six pages. All that remains in it is the elimination of the ND-2 form and all 

the various things that need to be cleaned up or moved because of that. The committee had 

three separate amendments. If you look at page 25 of this version, all three of them now 

appear on this page. The one in the middle, section 31 is the repair job that is needed in 1304 

so that school districts in oil producing counties don't suffer any loss of allocations because of 

the provisions of 1304. What is necessary is to raise the cap at which funding, instead of the 

long-existing allocation formula, pours over into the county infrastructure fund under which 

instead of the 35 % allocation to schools, there is a 35% allocation that goes to the county and 

~s available for grants to townships on application by organized townships or use by the county 

Won behalf of unorganized townships or for grants to school districts for funding for school 
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.buses damaged by impacted road travel. What is necessary to make the math work is instead 

of a $4.6 million pour over point, it is $5,350,000. Funding above that level goes to the 

infrastructure fund; funding below that level stays in traditional allocation except for that step 

that was put into 1304, where there is an allocation within each tier. Some of that money, 

instead of going to schools, goes to the infrastructure fund so that there is no windfall for 

schools. Hopefully everybody is familiar enough with how that works. Then the other two 

additions, section 33 is a legislative council study provision. Section 34 is a legislative study 

provision. These are the two separate amendments the committee looked at yesterday. I did 

make some changes in the effective date. The date in 1324 had an expiration in it that related 

to the short form rates; that expiration date isn't needed any more. Now the effective date just 

says everything in here is effective beginning the tax year 2009. It does not expire. It is 

-ermanent with the exception of section 31, which takes effect July 1. That is that oil tax 

allocation provision to match up with the effective date of HB 1304. I might also point out that I 

made a couple of technical changes in the text of all of this. Joe Becker pointed out a couple 

things that were duplicative that we didn't need so I just took those out. 

Chairman Belter: Everything then up to section 31 is just the elimination of the ND-2? 

John Walstad: Yes. 

Chairman Belter: Are there any questions of committee members? 

Senator Cook: All of the repeal is there relative to eliminating ND-2, right? 

John Walstad: Yes, all the repealed sections are sections that related formerly to ND-2? 

Chairman Belter: Except maybe section 32? 

Senator Cook: Except maybe subsection 15 of 57-02-08, that is elsewhere? 

•

John Walstad: Yes. I have got that. 

Chairman Belter: Any other questions? 
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.Senator Cook: Can we add that other? We should add one more repeal to subsection 15 on 

57-02-08. 

John Walstad: It is just a cleanup thing. 

Chairman Belter: I don't think so. 

Senator Cook: Why not? It is just a minor little subsection. 

Chairman Belter: I don't think so. 

Senator Cook: Well, I suppose we can leave it out and leave the farm resident's exemption 

for next session. 

John Walstad: Senator, do you want these other ones? 

Senator Cook: We had better stop right here and leave that for next session. 

Chairman Belter: Just for the record, it's not in here some place, is it? 

-Senator Cook: I wouldn't do that to you. Trust me. I move a "do pass as amended". 

Chairman Belter: We have a motion for a "do pass" from Senator Cook with the .0318 

amendments. 

Senator Cook: The Senate recedes from the Senate amendments and then we further 

amend. 

Chairman Belter: Okay, is there a second? 

Representative Headland: Before I second it, I have some real concern now that I maybe 

need to go and read this. No, I am just kidding. I believe you. 

Senator Anderson: I think if it is in there, Mr. Chairman, we might smell hot tar being warmed 

up for you. 

Representative Headland: Second. 

-Chairman Belter: Any discussion? 
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• Senator Kelsh: On the record, that section of the amendment that describes the new easy 

form, which is also on page 14, not only does it repeal the long form, but it describes the short 

form. 

Senator Cook: Subsection h, half way down. 

Chairman Belter: Any other questions? (A roll call vote resulted in 6 ayes, 0 nays, 0 

absent.) 

John Walstad: Before you close the hearing, I was just going to suggest that if it isn't already 

there that the data sheets the Tax Department prepared should be put in the record to indicate 

why the $5.35 million is inserted. (Attachment 2 - related to HB 1304) 

Chairman Belter: Okay, thank you committee members. We are adjourned . 

• 
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PROPOSED AMENDMENTS TO REENGROSSED HOUSE BILL NO. 1324 

That the Senate recede from its amendments as printed on pages 1220-1242 of the House 
Journal and pages 1037-1059 of the Senate Journal and that Reengrossed House Bill 
No. 1324 be amended as follows: 

Page 1, line 1, after "A BILL• replace the remainder of the bill with "for an Act to amend and 
reenact subsection 1 of section 6-09.8-01, subsection 4 of section 10-33-124, 
subsection 5 of section 11-37-08, sections 27-17-06 and 37-28-07, subsections 1 and 3 
of section 40-63-04, section 40-63-06, subsection 4 of section 40-63-07, subsections 1 
and 2 of section 57-38-01 .7, subsections 1 and 4 of section 57-38-01 .8, sections 
57-38-01 .14, 57-38-01 .16, and 57-38-01.17, subsection 1 of section 57-38-01 .20, 
subsections 2 and 4 of section 57-38-01 .21, sections 57-38-01 .22, 57-38-01 .23, 
57-38-01 .24, 57-38-01 .25, and 57-38-01.26, subsection 6 of section 57-38-01 .27, 
subsection 1 of section 57-38-01 .29, subsection 1 of section 57-38-01 .30, section 
57-38-04, subsection 2 of section 57-38-08.1, sections 57-38-30.3 and 57-38-30.5, 
subdivision b of subsection 1 of section 57-38-40, and sections 57-38.5-03 and 
57-38.6-03 of the North Dakota Century Code, relating to elimination of the optional 
long-form individual, estate, and trust income tax return; to repeal sections 57-38-01 .2, 
57-38-01 .18, 57-38-02, 57-38-06.1, 57-38-29, 57-38-29.2, 57-38-30.4, 57-38-67, 
57-38-68, 57-38-69, and 57-38-70 of the North Dakota Century Code, relating to 
elimination of the optional long-form individual, estate, and trust income tax return; to 
provide an effective date; and to provide an expiration date. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Subsection 1 of section 6-09.8-01 of the North 
Dakota Century Code is amended and reenacted as follows: 

1. "Beginning farmer" means a pereeR an individual who qualifies as a 
beginning farmer ttReler ottbeeetieR a el eeelieR e7 ae 67 who: 

a. Is a resident of this state: 

b. Receives more than half of that person's gross annual income from 
farming. unless the person initially commences farming during the 
year of the application under this chapter: 

c. Intends to use any farmland to be purchased or rented for agricultural 
pumoses: 

d. Is adequately trained by education In the type of farming operation 
which the person wishes to begin on the purchased or rented land 
referred to in subdivision c through satisfactory participation in the 
adult farm management education program of the state board for 
career and technical education or an equivalent program approved by 
the agriculture commissioner: and 

e. Has. Including the net worth of any dependents and spouse. a net 
worth of less than one hundred thousand dollars. not including the 
value of their equity In their principal residence. the value of one 
personal or family motor vehicle. and the value of their household 
goods. including fumlture. appliances. musical instruments. clothing. 
and other personal belongings. 
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SECTION 2. AMENDMENT. Subsection 4 of section 10-33-124 of the North 
Dakota Century Code Is amended and reenacted as follows: 

4. a. ,&,A IAEIIYIEl1:1al er a A corporation that buys membership in, or pays 
dues or contributes to, a nonprofit development corporation is entitled 
to an income tax credit against the tax liability under section 57-38-30 
equal to twenty-five percent of the amount paid. 

b. This credit may not be claimed by EIA IAEliYIEl1:1al w~e eleels le #ile aA 
iAeeR'te t6!E rel1:1rA 1:1AEler oeelieA 67 aa ao.a er l;Jy a corporation that is 
recognized as a subchapter S corporation under section 57-38-01.4. 

c. No taxpayer is entitled to more than two thousand dollars in total 
Income tax credits under this section. 

d. The amount of the credit under this section in excess of the taxpayer's 
income tax liability may be carried forward for up to seven taxable 
years. 

SECTION 3. AMENDMENT. Subsection 5 of section 11-37-08 of the North 
Dakota Century Code is amended and reenacted as follows: 

5. Bonds issued by a commerce authority under this section are declared to 
be issued for an essential public government purpose, and together with 
interest and income on the bonds, are exempt from all individual and 
corporate taxes Imposed under sections 57-35.3-03, 67 aa 29, 57-38-30, 
and 5 7-38-30 .3. 

SECTION 4. AMENDMENT. Section 27-17-06 of the North Dakota Century 
Code Is amended and reenacted as follows: 

27-17-06. Immediate withdrawal of present active Judges from Judges 
retirement fund . 

.L From and after July 1, 1973, each judge of the supreme or district court 
serving on that date and each former judge of the supreme or district court, 
not receiving judicial retirement salary, may elect to withdraw the judge's 
previous contributions made pursuant to this chapter, and thereafter not 
participate In a Judicial retirement program provided for by law. This option 
ceases to be available and may not be exercised after June 30, 1975. If a 
judge selects this option, the Judge is entitled to receive the combined total 
of the following sums: 

+.- a. The entire amount of the judge's previous contributions made 
pursuant to this chapter, to be calculated to the date of election under 
this section; plus 

2-, b. An amount calculated by applying the vesting schedule set forth in 
section 54-52-11 to an amount equal to sixty percent of the judge's 
individual contributions as calculated in subsection 1, plus earnings 
thereon as calculated in subsection 3; plus 

:,,. c. An amount calculated by applying the figure .05625 to the periodic 
annual or partial annual balances in the Individual judge's account 
during the judge's years of service prior to selecting the option 
provided by this section. The figure applied pursuant to this 
s1:113eeelieA subdivision must be compounded annually. 

2. The total amounts received pursuant to this section may not be considered 
taxable income for the purposes of chapter 57-38 aAEI R'tay ee trealeEI as 
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an a88itlonal aaj1:1stment ro81:1oing tho aFRe1::tnt of taifa81o inoome in aSSitien 
ta tt:teee pFeYided iA eeetieA 67 aa 01.2. Selection of the option provided 
by this section must be made in writing to the director of the office of 
management and budget. 

SECTION 5. AMENDMENT. Section 37-28-07 of the North Dakota Century 
Code is amended and reenacted as follows: 

37-28-07. Payments exempt from taxation and from execution -
Assignments void - Debts to state and polltlcal subdivisions not deducted. 
Payments under this chapter are exempt from all state and local taxes, including taxes 
determined under section 57 38 29 or 57-38-30.3, and from levy, garnishment, 
attachment, and sale on execution. Any pledge, mortgage, sale, assignment, or 
transfer of any right, claim, or interest in any claim or payment under this chapter is void 
and payment to the veteran may not be denied because of any sums owed to the state 
or any political subdivisions, except as provided In section 37-26-05. 

SECTION 6. AMENDMENT. Subsections 1 and 3 of section 40-63-04 of the 
North Dakota Century Code are amended and reenacted as follows: 

1. An individual taxpayer who purchases or rehabilitates single-family 
residential property for the Individual's primary place of residence as a zone 
project is exempt from up to ten thousand dollars of personal income tax 
liability as determined under section 67 aa 28 eF 57-38-30.3 for five taxable 
years beginning with the date of occupancy or completion of rehabilitation. 

3. If the cost of a new business purchase or expansion of an existing 
business, approved as a zone project, exceeds seventy-five thousand 
dollars, and the business is located in a city with a population of not more 
than two thousand five hundred, an Individual taxpayer may, in lieu of the 
exemption provided in subsection 2, elect to take an income tax exemption 
of up to two thousand dollars of personal income tax liability as determined 
under section 67 aa 29 eF 57-38-30.3. The election must be made on the 
taxpayer's zone project application. The election is irrevocable and binding 
for the duration of the exemptions provided in subsection 2 or this 
subsection. If no election is made on the zone project application, the 
taxpayer Is only eligible for the exemption provided in subsection 2. 

SECTION 7. AMENDMENT. Section 40-63-06 of the North Dakota Century 
Code is amended and reenacted as follows: 

40-63-06. Historic preservation and renovation tax credit. A credit against 
state tax liability as determined under sections 57-35.3-03, 67 aa 29, 57-38-30, and 
57-38-30.3 is allowed for investments in the historic preservation or renovation of 
property within the renaissance zone. The amount of the credit is twenty-five percent of 
the amount Invested, up to a maximum of two hundred fifty thousand dollars. The credit 
may be claimed in the year in which the preservation or renovation is completed. Any 
excess credit may be carried forward for a period of up to five taxable years. 

SECTION 8. AMENDMENT. Subsection 4 of section 40-63-07 of the North 
Dakota Century Code is amended and reenacted as follows: 

4. A credit against state tax liability as determined under section 57-35.3-03, 
67 aa 29, 57-38-30, or 57-38-30.3 is allowed for investments in a 
renaissance fund organization. The amount of the credit is fifty percent of 
the amount invested in the renaissance fund organization during the 
taxable year. Any amount of credit which exceeds a taxpayer's tax liability 
for the taxable year may be carried forward for up to five taxable years after 
the taxable year in which the investment was made. 
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SECTION 9. AMENDMENT. Subsections 1 and 2 of section 57-38-01.7 of the 
North Dakota Century Code are amended and reenacted as follows: 

1. At the election of the taxpayer, there must be allowed, subject to the 
applicable limitations provided in this subsection, as a credit against the 
income tax iFA13eeeel by lhie ehQJ!ler liability under section 57-38-30 for the 
taxable year, an amount equal to fifty percent of the aggregate amount of 
charitable contributions made by the taxpayer during the year to nonprofit 
private institutions of higher education located within the state or to the 
North Dakota independent college fund. 

tr. IA the ease ef a t8iEpe~•er ether U=ten a ee~eretioA, tAo amount 
elleweble as e eredlt uneter this subseetien fer any tEHEeble year FRay 
net eMeeed fofly J30Feent ef the ta>EJ3eyerts total ineeme t&>< tmdor this 
ehet3ter for tRe year, er t\•.•e l:lundred fift)• 8ollere, whiehe•,•er is lees. 

Ir. IA the eaee el a eerperatieA, Iha The amount allowable as a credit 
under this subsection for any taxable year may not exceed twenty 
percent of the corporation's total income tax under this chapter for the 
year, or two thousand five hundred dollars, whichever is less. 

2. At the election of the taxpayer, there must be allowed, subject to the 
applicable limitations provided In this subsection, as a credit against the 
income tax iFA13eseel by !his eha13ler liability under section 57-38-30 for the 
taxable year, an amount equal to fifty percent of the aggregate amount of 
charitable contributions made by the taxpayer during the year directly to 
nonprofit private institutions of secondary education, located within the 
state. 

a:- In the ease of a ta)(peyer ether then a eorporatlon, tf:le amount 
allowable as a ereSit under this euboootion for any ta)(eble year FRay 
net eMeeed fel1y peFeent of the t~tpeyer'e total ineeme t(¼)( 1:1ndor this 
el=laptor for tho year, er twe l:lundrea fifty elollaFS, whiohe•,or ie lees. 

Ir. IA the ease el a eerperatieA, Ille The amount allowable as a credit 
under this subsection for any taxable year may not exceed twenty 
percent of the corporation's total income tax under this chapter for the 
year, or two thousand five hundred dollars, whichever is less. 

SECTION 10. AMENDMENT. Subsections 1 and 4 of section 57-38-01.8 of the 
North Dakota Century Code are amended and reenacted as follows: 

1. AAy A taxpayer filing a North Dakota income tax return pursuant to the 
provisions of this chapter may claim a credit against the tax liability under 
section 57-38-30 for the cost of a geothermal, solar, wind, or biomass 
energy device installed before January 1, 2011, in a building or on property 
owned or leased by the taxpayer in North Dakota. The credit provided in 
this section for a device installed before January 1, 2001, must be in an 
amount equal to five percent per year for three years, and for a device 
installed after December 31, 2000, must be in an amount equal to three 
percent per year for five years of the actual cost of acquisition and 
installation of the geothermal, solar, wind, or biomass energy device and 
must be subtracted from any income tax liability of the taxpayer as 
determined pursuant to the provisions of this chapter. 

4. A partnership, subchapter S corporation, limited partnership, limited liability 
company, or any other passthrough entity that installs a geothermal, solar, 
wind, or biomass energy device in a building or on property owned or 
leased by the passthrough entity must be considered to be the taxpayer for 
purposes of this section, and the amount of the credit allowed with respect 

Page No. 4 90715.0314 



• 

ce 

to the entity's investments must be determined at the passthrough entity 
level. The amount of the total credit determined at the entity level must be 
passed through to the corporate partners, shareholders, or members in 
proportion to their respective Interests in the passthrough entity . 

SECTION 11. AMENDMENT. Section 57-38-01.14 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.14. No gain recognized on property subject to eminent domain 
sale or transfer. If any private property, through the exercise of eminent domain, is 
involuntarily converted into property of either like or unlike kind, no gain, either ordinary 
or capital, may be recognized for corporate income tax purposes. 

SECTION 12. AMENDMENT. Section 57-38-01 .16 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.16. Income tax credit for employment of developmentally 
dlsabled or chronlcally mentally Ill persons. Aft'f A taxpayer filing an income tax 
return under this chapter, e11eept a Fet1:1FA eA wlliell liabilily le eleteFFAiAeel l:IAeleF eeetieA 
67 ae ae.a, may claim a credit against the tax llablllty imposed under section 57-38-30 
for a portion of the wages paid to a developmentally disabled or chronically mentally iii 
employee. The credit allowed under this section equals five percent of up to six 
thousand dollars in wages paid during the first twelve months of employment by the 
taxpayer for each developmentally disabled or chronically mentally iii employee of the 
taxpayer. Only wages actually paid during the taxpayer's taxable year may be 
considered for purposes of this section. An employee of a subcontractor is considered 
an employee of the contractor to the extent of any wages paid under the contract. 

The total of credits allowed under this section may not exceed fifty percent of the 
taxpayer's liability under this chapter. 

SECTION 13. AMENDMENT. Section 57-38-01 .17 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.14. Credit for Investments In development corporations. AA 
iAEIMEl1:1al, eelate, lfl:lel, eF A corporation is allowed, as a credit against a tax otherwise 
due under section 67 ae 29 eF 57-38-30, the credit for buying membership in, or paying 
dues or contributions to, a certified nonprofit development corporation as provided in 
section 10-33-124. 

SECTION 14. AMENDMENT. Subsection 1 of section 57-38-01 .20 of the North 
Dakota Century Code is amended and reenacted as follows: 

1. An individual is entitled to a credit against the tax imposed under section 
67 ae 28 eF 57-38-30.3 in the amount of qualified care expenses under this 
section paid by the individual for the care of a qualifying family member 
during the taxable year. 

SECTION 15. AMENDMENT. Subsections 2 and 4 of section 57-38-01.21 of 
the North Dakota Century Code are amended and reenacted as follows: 

2. An individual is allowed a tax credit against the tax imposed by section 
67 ae 29 eF 57-38-30.3 in an amount equal to forty percent of the present 
value of the aggregate amount of the charitable gilt portion of planned gifts 
made by the taxpayer during the year to a qualified nonprofit organization 
or qualified endowment. The maximum credit that may be claimed under 
this subsection for contributions made in a taxable year is ten thousand 
dollars, or twenty thousand dollars for married individuals filing a joint 
return. The credit allowed under this section may not exceed the 
taxpayer's income tax liability. 
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4. An estate or trust is allowed a tax credit in an amount equal to forty percent 

of a charitable gift to a qualified endowment. The maximum credit allowed 
under this subsection for contributions made in a taxable year is ten 
thousand dollars. The allowable credit must be apportioned to the estate r"' 
or trust and to its beneficiaries on the basis of the income of the estate or \. 
trust allocable to each, and the beneficiaries may claim their share of the 
credit against the tax imposed by section !i7 as 28, 57-38-30; or 
57-38-30.3. A beneficiary may claim the credit only in the beneficiary's 
taxable year In which the taxable year of the estate or trust ends. 
Subsections 6 and 7 apply to the estate or trust and its beneficiaries with 
respect to their respective shares of the apportioned credit. 

SECTION 16. AMENDMENT. Section 57-38-01.22 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.22. Income tax credit for blending of blodlesel fuel. A fuel supplier 
licensed pursuant to section 57-43.2-05 who blends biodiesel fuel is entitled to a credit 
against tax liability determined under section 57 aa 29, 57-38-30, or 57-38-30.3 in the 
amount of five cents per gallon [3.79 liters) of biodiesel fuel of at least five percent 
blend, otherwise known as 85. For purposes of this section, "biodiesel" means fuel 
meeting the specifications adopted by the American society for testing and materials. 
The credit under this section may not exceed the taxpayer's liability as determined 
under this chapter for the taxable year and each year's unused credit amount may be 
carried forward for up to five taxable years. 

A partnership, subchapter S corporation, limited partnership, limited liability 
company, or any other passthrough entity entitled to the credit under this section must 
be considered to be the taxpayer for purposes of this section, and the amount of the 
credit allowed must be determined at the passthrough entity level. The amount of the 
total credit determined at the entity level must be passed through to the partners, 
shareholders, or members in proportion to their respective interests in the passthrough 
entity. 

SECTION 17. AMENDMENT. Section 57-38-01 .23 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.23. Income tax credit for blodlesel sales equipment costs. A 
seller of biodlesel fuel is entitled to a credit against tax liability determined under section 
57 as 29, 57-38-30; or 57-38-30.3 in the amount of ten percent per year for five years 
of the biodlesel fuel seller's direct costs incurred after December 31, 2004, to adapt or 
add equipment to a facility, licensed under section 57-43.2-05, to enable the facility to 
sell diesel fuel containing at least two percent biodlesel fuel by volume. For purposes of 
this section, "biodiesel fuel" means fuel meeting the specifications adopted by the 
American society for testing and materials. The credit under this section may not 
exceed a taxpayer's liability as determined under this chapter for the taxable year and 
each year's unused credit amount may be carried forward for up to five taxable years. 
A biodiesel fuel seller is limited to fifty thousand dollars in the cumulative amount of 
credits under this section for all taxable years. A blodiesei fuel seller may not claim a 
credit under this section for any taxable year before the taxable year in which the facility 
begins selling biodlesel fuel containing at least two percent biodiesei fuel by volume, but 
eligible costs incurred before the taxable year sales begin may be claimed for purposes 
of the credit under this section for taxable years on or after the taxable year sales of 
biodiesel fuel begin. 

A partnership, subchapter S corporation, limited partnership, limited liability 
company, or any other pass through entity entitled to the credit under this section must 
be considered to be the taxpayer for purposes of this section, and the amount of the 
credit allowed must be determined at the passthrough entity level. The amount of the 
total credit determined at the entity level must be passed through to the partners, 
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shareholders, or members in proportion to their respective interests in the passthrough 
entity. 

SECTION 18. AMENDMENT. Section 57-38-01.24 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.24. Internship employment tax credit. 

1. A taxpayer that is an employer within this state is entitled to a credit as 
determined under this section against state income tax liability under 
section !i7 38 20, 57-38-30; or 57-38-30.3 for qualified compensation paid 
to an intern employed in this state by the taxpayer. To qualify for the credit 
under this section, the internship program must meet the following 
qualifications: 

a. The intern must be an enrolled student in an institution of higher 
education or vocational technical education program who is seeking a 
degree or a certification of completion in a major field of study closely 
related to the work experience performed for the taxpayer; 

b. The internship must be taken for academic credit or count toward the 
completion of a vocational technical education program; 

c. The intern must be supervised and evaluated by the taxpayer; and 

d. The internship position must be located in this state. 

2. The amount of the credit to which a taxpayer is entitled is ten percent of the 
stipend or salary paid to a college intern employed by the taxpayer. A 
taxpayer may not receive more than three thousand dollars in total credits 
under this section for all taxable years combined. 

a. The tax credit under this section applies to a stipend or salary for not 
more than five interns employed at the same time. 

b. A partnership, subchapter S corporation, or limited liability company 
that for tax purposes is treated like a partnership that is entitled to the 
credit under this section must be considered to be the taxpayer for 
purposes of calculating the credit. The amount of the allowable credit 
must be determined at the passthrough entity level. The total credit 
determined at the entity level must be passed through to the partners, 
shareholders, or members in proportion to their respective interests in 
the passthrough entity. 

SECTION 19. AMENDMENT. Section 57-38-01.25 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.25. Workforce recruitment credit for hard-to-flll employment 
positions. A taxpayer that Is an employer In this state Is entitled to a credit as 
determined under this section against state income tax liability under section !i7 38 20, 
57-38-30; or 57-38-30.3 for costs the taxpayer incurred during the tax year to recruit 
and hire employees for hard-to-fill employment positions within this state for which the 
annual salary for the position meets or exceeds the state average wage. 

1. The amount of the credit to which a taxpayer is entitled is five percent of 
the salary paid for the first twelve consecutive months to the employee 
hired for the hard-to-fill employment position. To qualify for the credit under 
this section, the employee must be employed by the taxpayer in the 
hard-to-fill employment position for twelve consecutive months. 
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2. For purposes of this section: 

a. "Extraordinary recruitment methods" means using all of the following: 

(1) A person with the exclusive business purpose of recruiting 
employees and for which a fee is charged by that recruiter. 

(2) An advertisement in a professional trade journal, magazine, or 
other publication, the main emphasis of which is providing 
information to a particular trade or profession. 

(3) A web site, the sole purpose of which is to recruit employees 
and for which a fee is charged by the web site. 

(4) Payment of a signing bonus, moving expenses, or nontypical 
fringe benefits. 

b. "Hard-to-fill employment position" means a job that requires the 
employer to use extraordinary recruitment methods and for which the 
employer's recruitment efforts for the specific position have been 
unsuccessful for six consecutive calendar months. 

c. "State average wage" means one hundred twenty-five percent of the 
state average wage published annually by job service North Dakota 
and which is in effect at the time the employee is hired. 

3. The taxpayer may claim the credit in the first tax year beginning after the 
employee hired for the hard-to-fill position has completed the employee's 
first twelve consecutive months of employment in the hard-to-fill position 
with the taxpayer . 

4. The credit under this section may not exceed a taxpayer's liability for the 
taxable year as determined under this chapter. Any amount of unused 
credit may be carried forward for up to four taxable years after the taxable 
year in which the credit could initially be claimed. 

5. A partnership, subchapter S corporation, or limited liability company that for 
tax purposes is treated like a partnership that is entitled to the credit under 
this section must be considered to be the taxpayer for purposes of this 
section and the amount of the credit allowed must be determined at the 
passthrough entity level. The amount of the total credit determined at the 
passthrough entity level must be allowed to the members in proportion to 
their respective interests In the passthrough entity. 

SECTION 20. AMENDMENT. Section 57-38-01 .26 of the North Dakota 
Century Code Is amended and reenacted as follows: 

57-38-01.26. Angel fund Investment tax credit. A taxpayer is entitled to a 
credit against state income tax liability under section e7 ae 29, 57-38-30; or 57-38-30.3 
for an investment made in an angel fund that is incorporated in this state. The angel 
fund must be in compliance with the securities laws of this state for the investment to 
qualify for the tax credit under this section. The amount of the credit to which a 
taxpayer is entitled is forty-five percent of the amount Invested by the taxpayer in an 
angel fund during the taxable year. The aggregate annual credit for which a taxpayer 
may obtain a tax credit is not more than forty-five thousand dollars. To be eligible for 
the credit, the investment must be at risk in the angel fund for at least three years . 
Investments placed in escrow do not qualify for the credit. The credit must be claimed 
in the taxable year In which the investment in the angel fund was received by the angel 
fund. The credit allowed may not exceed the liability for tax under this chapter. If the 
amount of credit determined under this section exceeds the liability for tax under this 
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chapter, the excess may be carried forward to each of the four succeeding taxable 
years. A taxpayer claiming a credit under this section may not claim any credit 
available to the taxpayer as a result of an investment made by the angel fund in a 
qualified business under chapter 57-38.5 or 57-38.6. 

SECTION 21. AMENDMENT. Subsection 6 of section 57-38-01.27 of the North 
Dakota Century Code is amended and reenacted as follows: 

6. A taxpayer that is certified as a microbuslness is entitled to tax credits 
against tax liability as determined under section 67 as 20, 57-38-30; or 
57-38-30.3 equal to twenty percent of the taxpayer's new investment and 
new employment In the microbusiness during the taxable year. A taxpayer 
may not obtain more than ten thousand dollars in credits under this section 
over any combination of taxable years. 

SECTION 22. AMENDMENT. Subsection 1 of section 57-38-01 .29 of the North 
Dakota Century Code is amended and reenacted as follows: 

1. in addition to any other credit or deduction allowed by law for a 
homeowner, an individual is entitled to a credit against the tax Imposed 
under section 67 as 20 er 57-38-30.3 for taxable years 2007 and 2008 in 
the amount of ten percent of property taxes or mobile home taxes that 
became due during the income tax taxable year and are paid which were 
levied against the individual's homestead in this state. For purposes of this 
section, "property taxes" does not include any special assessments. 

SECTION 23. AMENDMENT. Subsection 1 of section 57-38-01.30 of the North 
Dakota Century Code is amended and reenacted as follows: 

1. In addition to any other credit or deduction allowed by law for a property 
owner, an individual or corporation is entitled to a credit against the tax 
imposed under section 67 as 20, 57-38-30; or 57-38-30.3 for taxable 
years 2007 and 2008 in the amount of ten percent of property taxes or 
mobile home taxes that became due during the income tax taxable year 
and are paid which were levied against commercial property in this state. 
For purposes of this section, "property taxes" does not include any special 
assessments. 

a. The amount of the credit under this section may not exceed one 
thousand dollars for any taxpayer. 

b. The amount of the credit under this section may not exceed the 
taxpayer's tax liability under this chapter. 

c. The amount of the credit under this section may not exceed one 
thousand dollars for married persons filing a joint return or five 
hundred dollars for a single individual or married individual filing 
separate returns. 

SECTION 24. AMENDMENT. Section 57-38-04 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38-04. Allocatlon and apportionment of gross Income of Individuals. 
The gross income of individuals must be allocated and apportioned as follows: 

1 . a. Income from personal or professional services performed in this state 
by individuals must be assigned to this state regardless of the 
residence of the recipients of such income, except that income from 
such services performed within this state by an individual who resides 
and has the individual's place of abode in another state to which place 
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of abode the individual customarily returns at least once a month must 
be excluded from the Individual's income for the purposes of this 
chapter If such income is subject to an income tax imposed by the 
state in which the individual resides, provided that the state in which 
the individual resides allows a similar exclusion for income received 
from similar services performed in that state by residents of North 
Dakota. 

b. Notwithstanding any other provision of this chapter, the compensation 
received from services performed within this state by an individual, 
who performs services for a common carrier engaged in interstate 
transportation and who resides and has the individual's place of abode 
to which the Individual customarily returns at least once a month in 
another state, must be excluded from income to the extent that the 
income is subject to an income tax imposed by the state of the 
individual's residence; provided, that the state allows a similar 
exclusion of the compensation received by residents of North Dakota 
for similar services performed therein, or a credit against the tax 
imposed on the Income of residents of this state that is substantially 
similar In effect. For purposes of this subdivision, the term an 
Individual who performs services for a common carrier engaged in 
interstate transportation Is limited to an Individual who performs the 
services for a common carrier only during the course of making 
regular runs into North Dakota or from within North Dakota to outside 
North Dakota, or both, on the transportation system of the common 
carrier. 

2. a:- Income received from personal or professional services performed by 
residents of this state, regardless of where such services are 
performed, and income received by residents of this state from 
intangible personal property must be assigned to this state. 

9: .'\ Feeidont ineli11id1:1al, eotate, er tr1:1et ia entitled to a eredit againot tl=le 
tat< imposeel tinder tt-'lie ehepter eq1::1al te tf:le affietJnt ef ineeme t&M 
J:>aiel for the tBMeble year to anotAer state er territef)' of tt:le UAited 
States er tho 9iotFiet ef Goll;lmbla en ineeme EJeriYed frem soureee in 
u,ese j1;1rieEJietiene tAat is alee t&Mal:lle 1:1ndor this aeetien. Tl=le taM 
eeFAFAissioner FABY require written 19reef of tl=le te,c 19ait:1 to anetRer 
state. The req1:::llred preef FAl:let be provided in a fon'fl and manner as 
determined by the t&M eemmissiener. Fer an indiv1iei1:1al, estate, er 
tr1:1et that le a resident of tRis sfflie fer the entire tEu<able year, tRe 
orodit allowed 1:1nEter this subdlvisieR R=tay Rat eneeed aR ameuRt eetual 
ta tne taM impesed uRder tRis eRapter multiplied by a retie equal ta 
feeleral aajuoteEI grees iReeme derived frem seurees iA tRe ether 
jurieElietieA di,1iEleEI by total feEleral adj1:1oted greoe ineeme Iese tne 
aR=tounte under subEll,1ioleRs a anel e ef euboootien 1 of 
oootion S7 as 01.2. Fer an inElir;ielual, estate, er trust that ie a roeiElont 
ef this state fer enly paFt of the taMal31e year, tho ereElit allewod unEler 
this eubetii;ieien may not eMeeed the lessor of the fellowing: 

fB TIie ta11 iRlpeeed UAder lllie ellapter Rlultlplied by a retie equal 
te foEleral aetjueted grooe inoome deri,1ed from oeurooe in tl=lo 
ether juriedlotioA rooeivod while a resident of tl=lie state eJitridoEI 
by federal adjueted greee iAeeRle deri11ed freffl ~lertll Dal1eta 
seureee leee Ille aR1euAte uAder !Ille oubeeetieA. 

~ TIie 1811 paid le !Re etller juriedietieA Rlulliplied by a retie equal 
to federal adjusteel gross ineeffle deri't1ed frem seureee in the 
ether juriseliotlon reeoi1ieel while a resi8ent ef this state Si1,i8e8 
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~Y lederal adj1isled 11ress ineeme deri.,.ed !rem se1irees in ll=le 
ether states. 

3. Income and gains received from tangible property not employed in the 
business and from tangible property employed in the business of the 
taxpayer, if such business consists principally of the holding of such 
property and collection of income and gains therefrom, must be assigned to 
this state without regard to the residence of the recipient if such property 
has a situs within this state. 

4. Income derived from business activity carried on by an individual as a sole 
proprietorship, or through a partnership, subchapter S corporation, or other 
passthrough entity, must be assigned to this state without regard to the 
residence of the individual if the business activity is conducted wholly within 
this state. Income derived from gaming activity carried on in this state by 
an individual must be assigned to this state without regard to the residence 
of the individual. 

5. Whenever business activity is carried on partly within and partly without this 
state by a nonresident of this state as a sole proprietorship, or through a 
partnership, subchapter S corporation, or other passthrough entity, the 
entire income therefrom must be allocated to this state and to other states, 
according to the provisions of chapter 57-38.1, providing for allocation and 
apportionment of income of corporations doing business within and without 
this state. 

6. a. Income and gains received by a resident of this state from tangible 
property not employed in the business and from tangible property 
employed in the business of the taxpayer, if the business consists 
principally of the holding of the property and the collection of income 
and gains from the business, must be assigned to this state without 
regard to the situs of the property. 

b. Income derived from business activity carried on by residents of this 
state, whether the business activity is conducted as a sole 
proprietorship, or through a partnership, subchapter S corporation, or 
other passthrough entity, must be assigned to this state without regard 
to where the business activity is conducted, and the provisions of 
chapter 57-38.1 do not apply. If the taxpayer believes the operation of 
this subdivision with respect to the taxpayer's income is unjust, the 
taxpayer may petition the tax commissioner who may allow use of 
another method of reporting income, including separate accounting. 

e: A reeideAt indiYietl7.lal, estate, er tr1:1et ie entltleel to a ereeUt againot the 
18:M iFApeeed 1:Jndor this ehapter e£41:1al te the aR=101:11nt et ifleeme tQ)( 
paid for tt:le tEHEable year te anethor otate er territef)' of tRe United 
States or the DietFiet et Gol1:tFRbia en ine0R10 deFi•,eei freFR ee1:Jreee in 
thooe juriodietlene that le alee Ol:lejeet to ta)( i:.ndor thie eootion. Tho 
lEHE eefflmi98iener may re«:41:1ire wFiHen preef of the t9M paid to anetl=ler 
state. The re(::11::i1ireet preof FfH:Jet be pro-.«ideEi in a forFA and manner ae 
eetormined by the l&lE eommieeienor. For an inetiYid1:1al, ootate, er 
lr1isl ll=lal is a resident el !Ille elate ler tl=le entire lalla~le year, ll=le 
OF8dit ellor1t1ed uneer thie eubdivioien FABY Rot OMOOOet SR amouRt OEIUSI 
le ll=le !all im"eeed 1inder tl=lle el=la,:iter m1iili"lied by a ratie e~1ial le 
federal aetjuoted greee iReeme deri\«ed tram seureee iA tl=le ether 
j1iriedielien dl•1ided by lelal ledeFal adj1ieled 11reee ineeme Iese tl=le 
ameuRte under subdi11ioieRs a aRd e ef 01:1beeetieR 1 of 
oootlon 67 38 01 .2. Fer eR ineH1,1iduel, eotale, er tr1:1el Utel is a resident 
ef tflis state fer enly ,>aft ef tRe ~aBle year, tRe eredit allewed uRSer 
tl=lis s1:1Bdivisien May net e>Eeeed tRe lesser ef tl=le fellewing: 
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f+t Tho tau impaoed under this ehapter multiplied By a ratio equal 
to feeleral aajustod grass ineeffle elerit1eei freFfl seurees iA tRe 
ether jurisdietion reeei11od ,,,;hile a resident ef this state E1iYideel 
13y federal aejuotoet gross lneeme deriYoel from ~,er=tl=I DalEeta 
so1;.1Fees lees the ame1:1nts 1:1nE1er s1:1bdi¥isions a anet b of 
Sl:IBSeelieR 2. 

f2) Tl=ie !Bl! Jlaid le ll=ie etl=ier j1:1risdietleR FR1:1lliJ!lied ey a ralie eei1:1al 
to federal adj1:1stod gross ineoFAe eieriveet fFeFA seurees in tRe 
ether jLcJriediotion reeel•,•ed •,vhile a resident of this state eti1JieieEt 
by federal aejt:Jstod gross ineomo Serl\«od frem eeurees in the 
other states. 

7. All other items of gross income must be assigned to the taxpayer's 
domicile. 

8. The privileges granted nonresidents apply only when other states grant to 
the residents of North Dakota the same privilege. 

Thie seetlen applloo te 01,eFy« inooFRe year beginning after DeeemSer 31, 1068. 

SECTION 25. AMENDMENT. Subsection 2 of section 57-38-08.1 of the North 
Dakota Century Code is amended and reenacted as follows: 

2. Resident partners, limited to Individuals, estates, and trusts, must report 
their entire distributive share to this state as provided in subdivision b of 
subsection 6 of section 57-38-04, and may claim a credit for taxes paid to 
another state on that portion of their distributive share attributable to and 
taxed by another state, as provided in subdivision e j of subsection S 1 of 
section e7 as 94 57-38-30.3 . 

SECTION 26. AMENDMENT. Section 57-38-30.3 of the North Dakota Century 
Code Is amended and reenacted as follows: 

57-38-30.3. SIFRpllHed FR9lhed ef 99FRP1111Rg lndlvldual. estate. and trust 
Income tax. 

1. A tax is hereby imposed for each taxable year upon income earned or 
received in that taxable year by every resident and nonresident individual, 
estate, and trust. A taxpayer computing the tax under this section is only 
eligible for those adjustments or credits that are specifically provided for in 
this section. Provided, that for purposes of this section, any person 
required to file a state income tax return under this chapter, but who has 
not computed a federal taxable income figure, shall compute a federal 
taxable income figure using a pro forma return in order to determine a 
federal taxable income figure to be used as a starting point in computing 
state income tax under this section. The tax for individuals is equal to 
North Dakota taxable Income multiplied by the rates in the applicable rate 
schedule in subdivisions a through d corresponding to an individual's filing 
status used for federal income tax purposes. For an estate or trust, the 
schedule in subdivision e must be used for purposes of this subsection. 

a. Single, other than head of household or surviving spouse. 
If North Dakota taxable income is: The tax is equal to: 
Not over $27,050 2.10% 
Over $27,050 but not $568.05 plus 3.92% 
over $65,550 of amount over $27,050 
Over $65,550 but not $2,0TT.25 plus 4.34% 
over $136,750 of amount over $65,550 
Over $136,750 but not $5,167.33 plus 5.04% 
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• 
over $297,350 
Over $297,350 

of amount over $136,750 
$13,261.57 plus 5.54% 
of amount over $297,350 

b. Married filing jointly and surviving spouse. 
If North Dakota taxable income is: The tax is equal to: 
Not over $45,200 2.10% 
Over $45,200 but not $949.20 plus 3.92% 
over $109,250 of amount over $45,200 
Over $109,250 but not $3,459.96 plus 4.34% 
over $166,500 of amount over $109,250 
Over $166,500 but not $5,944.61 plus 5.04% 
over $297,350 of amount over $166,500 
Over $297,350 $12,539.45 plus 5.54% 

of amount over $297,350 

c. Married filing separately. 
If North Dakota taxable income is: The tax is equal to: 
Not over $22,600 2.10% 
Over $22,600 but not $474.60 plus 3.92% 
over $54,625 of amount over $22,600 
Over $54,625 but not $1,729.98 plus 4.34% 
over $83,250 of amount over $54,625 
Over $83,250 but not $2,972.31 plus 5.04% 
over $148,675 of amount over $83,250 
Over $148,675 $6,269.73 plus 5.54% 

d. Head of household. 
If North Dakota taxable income is: 
Not over $36,250 
Over $36,250 but not 
over $93,650 
Over $93,650 but not 
over $151,650 
Over $151,650 but not 
over $297,350 
Over $297,350 

e. Estates and trusts. 
If North Dakota taxable income is: 
Not over $1,800 
Over $1,800 but not 
over$4,250 
Over $4,250 but not 
over$6,500 
Over $6,500 but not 
over$8,900 
Over$8,900 

of amount over $148,675 

The tax is equal to: 
2.10% 
$761.25 plus 3.92% 
of amount over $36,250 
$3,011.33 plus 4.34% 
of amount over $93,650 
$5,528.53 plus 5.04% 
of amount over $151,650 
$12,871.81 plus 5.54% 
of amount over $297,350 

The tax is equal to: 
2.10% 
$37.80 plus 3.92% 
of amount over $1,800 
$133.84 plus 4.34% 
of amount over $4,250 
$231.49 plus 5.04% 
of amount over $6,500 
$352.45 plus 5.54% 
of amount over $8,900 

f. For an individual who is not a resident of this state for the entire year, 
or for a nonresident estate or trust, the tax is equal to the tax 
otherwise computed under this subsection multiplied by a fraction in 
which: 

(1) The numerator is the federal adjusted gross income allocable 
and apportionable to this state; and 
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(2) The denominator is the federal adjusted gross income from all 
sources reduced by the net income from the amounts specified 
in subdivisions a and b of subsection 2. 

- In the case of married individuals filing a joint return, if one spouse is a c-· 
resident of this state for the entire year and the other spouse is a 
nonresident for part or all of the tax year, the tax on the joint return 
must be computed under this subdivision. 

g. For taxable years beginning after December 31, 2001, the tax 
commissioner shall prescribe new rate schedules that apply in lieu of 
the schedules set forth In subdivisions a through e. The new 
schedules must be determined by increasing the minimum and 
maximum dollar amounts for each income bracket for which a tax is 
imposed by the cost-of-living adjustment for the taxable year as 
determined by the secretary of the United States treasury for 
purposes of section 1 (f) of the United States Internal Revenue Code 
of 1954, as amended. For this purpose, the rate applicable to each 
income bracket may not be changed, and the manner of applying the 
cost-of-living adjustment must be the same as that used for adjusting 
the Income brackets for federal income tax purposes. 

h. The tax commissioner shall i;irescribe an oi;ilional simi;ilified method of 
comgutlng tax under this section that m~ be used bll an individual 
taxi;ialler who Is not entitled to claim an adjustment under subsection 2 
or credit against income tax liabilil\t under subsection 7. 

h A resident individual, estate, or trus! is entitled to a credit against the 
tax imgosed under this chagter egual to the amount of income tax 
i;iaid for the taxable l,'ear to another state or territo!'.ll of the United 

( • States or the District of Columbia on income derived from sources in 
those jurisdictions that is also taxable under this section. The tax ' 
commissioner mall'. reguire written groof of the tax gald to another 
stgte. The regulred groof must be i;irovlded in a form and manner as 
determined bl/ the tax commissioner. For an individual, estate, or 
trust that Is a resident of this state for the entire taxable llear, the 
credit allowed under this subdivision mall'. not exceed an amount egual 
to the tax imgosed under this chagter multiglied bll a ratio egual to 
federal adjusted gro!!S income derived from sources in the other 
jurisdiction divided bll total federal adjusted gross income. For an 
individual, estate, or tru!!t tha! is 9 resident of this state for onill gart of 
the taxable l,'ear, the credit allowed under this subdivision mall not 
exceed the lesser of the following: 

ill The Jax imgosed under this chagter multiQlied bl/ a ratio egual 
to federal adjusted gross income derived from sQurces in the 
other jurisdiction received while a resident of this state divided 
bll federal adjusted gross income derived from Noah Dakota 
sources less the amounts under this subsection. 

@ The tax gaid to the other jurisdiction multiQiied bl/ a ratio egual 
to federal adjusted gross income derived from sources In the 
other jurisdiction received while a resident of this state divided 
bl,' federal adjusted gross income derived from sources in the 
other states . 

• h A resident individual, estate, or trust is entitled to a credit against the 
tax im12Qsed under this chagter egual to the amount of income tax 
gaid for the taxable l,'ear to another state or territo!'.ll of the United 
States or the District of Columbia on income derived from sources in 
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those jurisdictions that is also subject to tax under this section. The 
tax commissioner may require written proof of the tax paid to another 
state. The required proof must be provided in a form and manner as 
determined by the tax commissioner. For an individual, estate, or 
trust that is a resident of this state for the entire taxable year, the 
credit allowed under this subdivision may not exceed an amount equal 
to the tax imposed under this chapter multiplied by a ratio equal to 
federal adjusted gross income derived from sources in the other 
jurisdiction divided by total federal adjusted gross income. For an 
individual, estate, or trust that is a resident of this state for only part of 
the taxable year, the credit allowed under this subdivision may not 
exceed the lesser of the following: 

ill The tax imposed under this chapter multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from North Dakota 
sources less the amounts under subdivision I. 

© The tax paid to the other jurisdiction multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from sources in the 
other states. 

2. For purposes of this section, "North Dakota taxable income" means the 
federal taxable income of an individual, estate, or trust as computed under 
the Internal Revenue Code of 1986, as amended, adjusted as follows: 

a. Reduced by interest income from obligations of the United States and 
Income exempt from state income tax under federal statute or United 
States or North Dakota constitutional provisions. 

b. Reduced by the portion of a distribution from a qualified investment 
fund described In section 57-38-01 which is attributable to investments 
by the qualified investment fund in obligations of the United States, 
obligations of North Dakota or its political subdivisions, and any other 
obligation the interest from which is exempt from state income tax 
under federal statute or United States or North Dakota constitutional 
provisions. 

c. Reduced by the amount equal to the earnings that are passed through 
to a taxpayer in connection with an allocation and apportionment to 
North Dakota under chapter 57-35.3. 

d. Reduced by thirty percent of the excess of the taxpayer's net 
long-term capital gain for the taxable year over the net short-term 
capital loss for that year, as computed for purposes of the Internal 
Revenue Code of 1986, as amended. The adjustment provided by 
this subdivision is allowed only to the extent the net long-term capital 
gain is allocated to this state. 

e. Increased by the amount of a lump sum distribution for which income 
averaging was elected under section 402 of the Internal Revenue 
Code of 1986 [26 U.S.C. 402], as amended. This adjustment does 
not apply if the taxpayer received the lump sum distribution while a 
nonresident of this state and the distribution is exempt from taxation 
by this state under federal law. 
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f. Increased by an amount equal to the losses that are passed through 
to a taxpayer in connection with an allocation and apportionment to 
North Dakota under chapter 57-35.3 . 

• g. Reduced by the amount received by the taxpayer as payment for 
(--. 

services performed when mobilized under title 1 O United States Code 
federal service as a member of the national guard or reserve member 
of the armed forces of the United States. This subdivision does not 
apply to federal service while attending annual training, basic military 
training, or professional military education. 

h. Reduced by income from a new and expanding business exempt from 
state income tax under section 40-57.1-04. 

i. Reduced by interest and income from bonds issued under chapter 
11-37. 

j. Reduced by up to ten thousand dollars of qualified expenses that are 
related to a donation by a taxpayer or a taxpayer's dependent, while 
living, of one or more human organs to another human being for 
human organ transplantation. A taxpayer may claim the reduction in 
this subdivision only once for each instance of organ donation during 
the taxable year in which the human organ donation and the human 
organ transplantation occurs but if qualified expenses are incurred in 
more than one taxable year, the reduction for those expenses must be 
claimed in the year in which the expenses are incurred. For purposes 
of this subdivision: 

(1) "Human organ transplantation" means the medical procedure 

• 
by which transfer of a human organ is made from the body of 
one person to the body of another person. 

(2) "Organ" means all or part of an individual's liver, pancreas, 
kidney, intestine, lung, or bone marrow. 

(3) "Qualified expenses" means lost wages not compensated by 
sick pay and unreimbursed medical expenses as defined for 
federal income tax purposes, to the extent not deducted in 
computing federal taxable income, whether or not the taxpayer 
itemizes federal income tax deductions. 

k. Increased by the amount of the contribution upon which the credit 
under section 57-38-01.21 is computed, but only to the extent that the 
contribution reduced federal taxable income. 

I. Reduced by the amount of any payment received by a veteran or 
beneficiary of a veteran under section 37-28-03 or 37-28-04. 

m. Reduced by the amount received by a taxpayer that was paid by an 
employer under paragraph 4 of subdivision a of subsection 2 of 
section 57-38-01 .25 to hire the taxpayer for a hard-to-fill position 
under section 57-38-01.25, but only to the extent the amount received 
by the taxpayer is included in federal taxable income. The reduction 
applies only if the employer is entitled to the credit under section 
57-38-01.25. The taxpayer must attach a statement from the 

- employer in which the employer certifies that the employer is entitled 
to the credit under section 57-38-01.25 and which specifically 

I identified the type of payment and the amount of the exemption under '-
this section. 
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• 
n. Reduced by the amount up to a maximum of live thousand dollars, or 

ten thousand dollars if a joint return Is filed, for contributions made 
under a higher education savings plan administered by the Bank of 
North Dakota, pursuant to section 6-09-38 . 

o. Reduced by the amount of Income of a taxpayer, who resides within 
the boundaries of any reservation in this state and who Is an enrolled 
member of a federally recognized Indian tribe, from activities or 
sources within the boundaries of any reservation in this state. 

3. Married individuals filing a joint federal Income tax return shall file a joint 
state income tax return ii the return is filed under this section. If separate 
federal Income tax returns are filed, one spouse's state income tax return 
may be filed under this section and the other spouse's income tax return 
may be filed under the other provisions of this chapter. 

4. a. A resident individual, estate, or trust is entitled to a credit against the 
tax imposed under this section for the amount of income tax paid by 
the taxpayer for the taxable year by another state or territory of the 
United States or the District of Columbia on income derived from 
sources in those jurisdictions that is also subject to tax under this 
section. 

b. For an individual, estate, or trust that is a resident of this state for the 
entire taxable year, the credit allowed under this subsection may not 
exceed an amount equal to the tax Imposed under this section 
multiplied by a ratio equal to federal adjusted gross income derived 
from sources in the other jurisdiction divided by federal adjusted gross 
income less the amounts under subdivisions a and b of subsection 2. 

c. For an individual, estate, or trust that is a resident of this state for only 
part of the taxable year, the credit allowed under this subsection may 
not exceed the lesser of the following: 

(1) The tax imposed under this chapter multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from North Dakota 
sources less the amounts under subdivisions a and b of 
subsection 2. 

(2) The tax paid to the other jurisdiction multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from sources in the 
other states. 

d. The tax commissioner may require written proof of the tax paid to 
another state. The required proof must be provided in a form and 
manner as determined by the tax commissioner. 

5. Individuals, estates, or trusts that file an amended federal income tax return 
changing their federal taxable income figure for a year for which an election 
to file state Income tax returns has been made under this section shall file 
an amended state income tax return to reflect the changes on the federal 
income tax return. · 

6. The tax commissioner may prescribe procedures and guidelines to prevent 
requiring income that had been previously taxed under this chapter from 
becoming taxed again because of the provisions of this section and may 
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prescribe procedures and guidelines to prevent any income from becoming 
exempt from taxation because of the provisions of this section if it would 
otherwise have been subject to taxation under the provisions of this 

- chapter. (-. 
7. A taxpayer filing a return under this section Is entitled to the following tax 

credits: 

a. Family care tax credit under section 57-38-01 .20. 

b. Renaissance zone tax credits under sections 40-63-04, 40-63-06, and 
40-63-07. 

C. Agricultural business investment tax credit under section 57-38.6-03. 

d. Seed capital Investment tax credit under section 57-38.5-03. 

e. Planned gift tax credit under section 57-38-01 .21. 

f. Biodiesel fuel tax credits under sections 57-38-01 .22 and 57-38-01.23. 

g. Internship employment tax credit under section 57-38-01.24. 

h. Workforce recruitment credit under section 57-38-01 .25. 

i. Angel fund investment tax credit under section 57-38-01 .26. 

j. Microbuslness tax credit under section 57-38-01 .27. 

k. Marriage penalty credit under section 57-38-01 .28. 

- I 

I. Homestead income tax credit under section 57-38-01 .29. \ 

m. Commercial property Income tax credit under section 57-38-01 .30. 

n. Research and experimental expenditures under section 57-38-30.5. 

8. A taxpayer filing a return under this section is entitled to the exemption 
provided under section 40-63-04. 

9. a. If an individual taxpayer engaged in a farming business elects to 
average farm income under section 1301 of the Internal Revenue 
Code [26 U.S.C. 1301], the taxpayer may elect to compute tax under 
this subsection. If an election to compute tax under this subsection is 
made, the tax imposed by subsection 1 for the taxable year must be 
equal to the sum of the following: 

(1) The tax computed under subsection 1 on North Dakota taxable 
income reduced by elected farm income. 

(2) The increase in tax imposed by subsection 1 which would result 
if North Dakota taxable income for each of the three prior 
taxable years were Increased by an amount equal to one-third 
of the elected farm income. However, if other provisions of this 
chapter other than this section were used to compute the tax for 

• 
any of the three prior years, the same provisions in effect for 
that prior tax year must be used to compute the increase in tax 

l under this paragraph. For purposes of applying this paragraph 
to taxable years beginning before January 1, 2001, the increase 
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• 
in tax must be determined by recomputing the tax in the manner 
prescribed by the tax commissioner. 

b. For purposes of this subsection, "elected farm income" means that 
portion of North Dakota taxable income for the taxable year which is 
elected farm income as defined in section 1301 of the Internal 
Revenue Code of 1986 [26 U.S.C. 1301], as amended, reduced by 
the portion of an exclusion claimed under subdivision d of 
subsection 2 that Is attributable to a net long-term capital gain 
included in elected farm income. 

c. The reduction in North Dakota taxable income under this subsection 
must be taken into account for purposes of making an election under 
this subsection for any subsequent taxable year. 

d. The tax commissioner may prescribe rules, procedures, or guidelines 
necessary to administer this subsection. 

10. The tax commissioner may prescribe tax tables, to be used in computing 
the tax according to subsection 1, if the amounts of the tax tables are 
based on the tax rates set forth In subsection 1. If prescribed by the tax 
commissioner, the tables must be followed by every individual, estate, or 
trust determining a tax under this section. 

SECTION 27. AMENDMENT. Section 57-38-30.5 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38-30.5. Income tax credit for research and experimental expenditures. 
A taxpayer is allowed a credit against the tax imposed under section li7 ae 20, 
57-38-30; or 57-38-30.3 for conducting qualified research in this state. 

1. The amount of the credit for taxpayers that earned or claimed a credit 
under this section in taxable years beginning before January 1, 2007, is 
calculated as follows: 

a. For the first taxable year beginning after December 31, 2006, the 
credit Is equal to twenty-five percent of the first one hundred thousand 
dollars of the qualified research expenses for the taxable year in 
excess of the base period research expenses and equal to seven and 
one-half percent of all qualified research expenses for the taxable 
year more than one hundred thousand dollars in excess of the base 
period research expenses. 

b. For the second taxable year beginning after December 31, 2006, the 
credit Is equal to twenty-five percent of the first one hundred thousand 
dollars of the qualified research expenses for the taxable year in 
excess of the base period research expenses and equal to eleven 
percent of all qualified research expenses for the taxable year more 
than one hundred thousand dollars in excess of the base period 
research expenses. 

c. For the third taxable year beginning after December 31, 2006, the 
credit is equal to twenty-five percent of the first one hundred thousand 
dollars of the qualified research expenses for the taxable year in 
excess of the base period research expenses and equal to fourteen 
and one-half percent of all qualified research expenses for the taxable 
year more than one hundred thousand dollars in excess of the base 
period research expenses. 
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d. For the fourth through the tenth taxable years beginning after 
December 31, 2006, the credit is equal to twenty-five percent of the 
first one hundred thousand dollars of the qualified research expenses 

• for the taxable year in excess of the base period research expenses c-· . and equal to eighteen percent of all qualified research expenses for 
the taxable year more than one hundred thousand dollars in excess of 
the base period research expenses. 

e. For the eleventh taxable year beginning after December 31, 2006, and 
for each subsequent taxable year in which the taxpayer conducts 
qualified research in this state, the credit is equal to twenty-five 
percent of the first one hundred thousand dollars of the qualified 
research expenses for the taxable year in excess of the base period 
research expenses and equal to eight percent of all qualified research 
expenses for the taxable year more than one hundred thousand 
dollars in excess of the base period research expenses. 

f. The maximum annual credit a taxpayer may obtain under this section 
Is two million dollars. Any credit amount earned In the taxable year in 
excess of two million dollars may not be carried back or forward as 
provided in subsection 7. 

2. For taxpayers that have not earned or claimed a credit under this section in 
taxable years beginning before January 1, 2007, and which begin 
conducting qualified research In North Dakota In any of the first four taxable 
years beginning after December 31, 2006, the amount of the credit is equal 
to twenty-five percent of the first one hundred thousand dollars of the 
qualified research expenses for the taxable year in excess of the base 
period research expenses and equal to twenty percent of all qualified 

• 
research expenses for the taxable year more than one hundred thousand 

; 

dollars in excess of the base period research expenses. I 

"· a. This rate applies through the tenth taxable year beginning after 
December 31, 2006. 

b. For the eleventh taxable year beginning after December 31 , 2006, and 
for each subsequent taxable year in which the taxpayer conducts 
qualified research in this state, the credit is equal to twenty-five 
percent of the first one hundred thousand dollars of the qualified 
research expenses for the taxable year in excess of the base period 
research expenses and equal to eight percent of all qualified research 
expenses for the taxable year more than one hundred thousand 
dollars In excess of the base period research expenses. 

3. For taxpayers that have not earned or claimed a credit under this section in 
taxable years beginning before January 1, 2007, and which begin 
conducting qualified research in North Dakota in any taxable year following 
the fourth taxable year beginning after December 31, 2006, the amount of 
the credit is equal to twenty-five percent of the first one hundred thousand 
dollars of the qualified research expenses for the taxable year in excess of 
the base period research expenses and equal to eight percent of all 
qualified research expenses for the taxable year more than one hundred 
thousand dollars in excess of the base period research expenses. 

4. For purposes of this section: 

- a. "Base period research expenses" means base period research 
( expenses as defined in section 41 (c) of the Internal Revenue Code ·~ [26 U.S.C. 41 (c)), except it does not include research conducted 

outside the state of North Dakota. 
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b. "Director" means the director of the department of commerce division 

of economic development and finance. 

c. "Primary sector business" means a qualified business that through the 
employment of knowledge or labor adds value to a product, process, 
or service. 

d. "Qualified research" means qualified research as defined in 
section 41(d) of the Internal Revenue Code [26 U.S.C. 41(d)), except 
it does not include research conducted outside the state of North 
Dakota. 

e. "Qualified research and development company" means a taxpayer 
that is a primary sector business with annual gross revenues of less 
than seven hundred fifty thousand dollars and which has not 
conducted new research and development in North Dakota. 

f. "Qualified research expenses" means qualified research expenses as 
defined In section 41 (b) of the Internal Revenue Code [26 U.S.C. 
41 (b)), except It does not include expenses incurred for basic research 
conducted outside the state of North Dakota. 

5. The credit allowed under this section for the taxable year may not exceed 
the liability for tax under this chapter. 

6. In the case of a taxpayer that is a partner in a partnership or a member in a 
limited liability company, the credit allowed for the taxable year may not 
exceed an amount separately computed with respect to the taxpayer's 
Interest In the trade, business, or entity equal to the amount of tax 
attributable to that portion of the taxpayer's taxable income which is 
allocable or apportlonable to the taxpayer's interest in the trade, business, 
or entity. 

7. Except as provided in subsection 1, if the amount of the credit determined 
under this section for any taxable year exceeds the limitation under 
subsection 5, the excess may be used as a research credit carryback to 
each of the three preceding taxable years and a research credit carryover 
to each of the fifteen succeeding taxable years. The entire amount of the 
excess unused credit for the taxable year must be carried first to the 
earliest of the taxable years to which the credit may be carried and then to 
each successive year to which the credit may be carried and the amount of 
the unused credit which may be added under this subsection may not 
exceed the taxpayer's liability for tax less the research credit for the taxable 
year. 

8. A taxpayer that is certified as a qualified research and development 
company by the director may elect to sell, transfer, or assign all or part of 
the unused tax credit earned under this section. The director shall certify 
whether a taxpayer that has requested to become a qualified research and 
development company meets the requirements of subsection 4. The 
director shall establish the necessary forms and procedures for certifying 
qualifying research and development companies. The director shall issue 
a certification letter to the taxpayer and the tax commissioner. A tax credit 
can be sold, transferred, or assigned subject to the following: 

a. A taxpayer's total credit assignment under this section may not 
exceed one hundred thousand dollars over any combination of taxable 
years. 
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b. If the taxpayer elects to assign or transfer an excess credit under this 
subsection, the tax credit transferor and the tax credit purchaser jointly 
shall file with the tax commissioner a copy of the purchase agreement 
and a statement containing the names, addresses, and taxpayer 
identification numbers of the parties to the transfer, the amount of the 
credit being transferred, the gross proceeds received by the 
transferor, and the taxable year or years for which the credit may be 
claimed. The taxpayer and the purchaser also shall file a document 
allowing the tax commissioner to disclose tax information to either 
party for the purpose of verifying the correctness of the transferred tax 
credit. The purchase agreement, supporting statement, and waiver 
must be filed within thirty days after the date the purchase agreement 
is fully executed. 

c. The purchaser of the tax credit shall claim the credit beginning with 
the taxable year in which the credit purchase agreement was fully 
executed by the parties. A purchaser of a tax credit under this section 
has only such rights to claim and use the credit under the terms that 
would have applied to the tax credit transferor, except the credit 
purchaser may not carry back the credit as otherwise provided In this 
section. This subsection does not limit the ability of the tax credit 
purchaser to reduce the tax liability of the purchaser, regardless of the 
actual tax liability of the tax credit transferor. 

d. The original purchaser of the tax credit may not sell, assign, or 
otherwise transfer the credit purchased under this section. 

e. II the amount of the credit available under this section is changed as a 
result of an amended return filed by the transferor, or as the result of 
an audit conducted by the internal revenue service or the tax 
commissioner, the transferor shall report to the purchaser the adjusted ( 
credit amount within thirty days of the amended return or within thirty 
days of the final determination made by the internal revenue service 
or the tax commissioner. The tax credit purchaser shall file amended 
returns reporting the additional tax due or claiming a refund as 
provided in section 57-38-38 or 57-38-40, and the tax commissioner 
may audit these returns and assess or issue refunds, even though 
other time periods prescribed in these sections may have expired for 
the purchaser. 

f. Gross proceeds received by the tax credit transferor must be assigned 
to North Dakota. The amount assigned under this subsection cannot 
be reduced by the taxpayer's income apportioned to North Dakota or 
any North Dakota net operating loss of the taxpayer. 

g. The tax commissioner has four years after the date of the credit 
assignment to audit the returns of the credit transferor and the 
purchaser to verify the correctness of the amount of the transferred 
credit and if necessary assess the credit purchaser if additional tax is 
found due. This subdivision does not limit or restrict any other time 
period prescribed in this chapter for the assessment of tax. 

h. The tax commissioner may adopt rules to permit verification of the 
validity and timeliness of the transferred tax credit. 

9. If a taxpayer acquires or disposes of the major portion of a trade or 
business or the major portion of a separate unit of a trade or business in a 
transaction with another taxpayer, the taxpayer's qualified research 
expenses and base period must be adjusted in the manner provided by 
section 41 (1)(3) of the Internal Revenue Code (26 U.S.C. 41 (1)(3)). 

Page No. 22 90715.0314 



1 0. If a taxpayer entitled to the credit provided by this section is a member of a 
group of corporations filing a North Dakota consolidated tax return using 
the combined reporting method, the credit may be claimed against the 
aggregate North Dakota tax liability of all the corporations included in the 
North Dakota consolidated return. This section does not apply to tax 
credits received or purchased under subsection 8. 

11. An individual, estate, or trust that purchases a credit under this section is 
entitled to claim the credit against state income tax liability under section 
67 as 29 er 57-38-30.3. 

12. A partnership, subchapter S corporation, limited partnership, limited liability 
company, or any other passthrough entity entitled to the credit under this 
section must be considered to be the taxpayer for purposes of calculating 
the credit. The amount of the allowable credit must be determined at the 
passthrough entity level. The total credit determined at the entity level 
must be passed through to the partners, shareholders, or members in 
proportion to their respective interests in the passthrough entity. An 
individual taxpayer may take the credit passed through under this 
subsection against the individual's state income tax liability under eeetieAe 
67 as 29 aAEI 67 as a0 section 57-38-30.3. 

SECTION 28. AMENDMENT. Subdivision b of subsection 1 of section 
57-38-40 of the North Dakota Century Code Is amended and reenacted as follows: 

b. An individual who filed a return of income as a resident of this state 
and is assessed tax by another state or territory of the United States 
or the District of Columbia on that income after the time for filing a 
claim has expired under this section is entitled to a credit or refund for 
the amount of tax paid to the other jurisdiction, not Including penalty or 
interest, as provided under subsection 2 er s el eeetieA 67 as 9 4 1 or 
e11eeeetieA ~ of section 57-38-30.3, notwithstanding the time . 
limitations of this section. The claim for the credit or refund under this 
subdivision must be submitted to the commissioner within one year 
from the date the taxes were paid to the other jurisdiction. The 
taxpayer must submit sufficient proof to show entitlement to a credit or 
refund under this subdivision. 

SECTION 29. AMENDMENT. Section 57-38.5-03 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38.5-03. Seed capltal Investment tax credit. If a taxpayer makes a 
qualified Investment in a qualified business, the taxpayer is entitled to a credit against 
state income tax liability under section 67 as 29, 57-38-30, or 57-38-30.3. 

1. The amount of the credit to which a taxpayer Is entitled is forty-five percent 
of the amount invested by the taxpayer in qualified businesses during the 
taxable year. 

2. The maximum annual credit a taxpayer may claim under this section is not 
more than one hundred twelve thousand five hundred dollars. This 
subsection may not be Interpreted to limit additional investment by a 
taxpayer for which that taxpayer Is not applying for a credit. 

3. Any amount of credit under subsection 1 not allowed because of the 
limitation in subsection 2 may be carried forward for up to four taxable 
years after the taxable year in which the investment was made. 

4. A passthrough entity that invests in a qualified business must be 
considered to be the taxpayer for purposes of the investment limitations in 
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this section and the amount of the credit allowed with respect to a 
passthrough entity's investment in a qualified business must be determined 
at the passthrough entity level. The amount of the total credit determined 

• 
at the passthrough entity level must be allowed to the members in r, proportion to their respective interests in the passthrough entity. 

5. . An investment made In a qualified business from the assets of a retirement 
plan is deemed to be the retirement plan participant's investment for the 
purpose of this chapter if a separate account Is maintained for the plan 
participant and the participant directly controls where the account assets 
are invested. 

6. The investment must be made on or after the certification effective date 
and must be at risk in the business to be eligible for the tax credit under 
this section. An investment for which a credit is received under this section 
must remain in the business for at least three years. Investments placed in 
escrow do not qualify for the credit. 

7. The entire amount of an investment for which a credit is claimed under this 
section must be expended by the qualified business for plant, equipment, 
research and development, marketing and sales activity, or working capital 
for the qualified business. 

8. A taxpayer who owns a controlling interest in the qualified business or who 
receives more than fifty percent of the taxpayer's gross annual income from 
the qualified business is not entitled to a credit under this section. A 
member of the immediate family of a taxpayer disqualified by this 
subsection is not entitled to the credit under this section. For purposes of 
this subsection, "immediate family" means the taxpayer's spouse, parent, 
sibling, or child or the spouse of any such person . 

• 9. The tax commissioner may disallow any credit otherwise allowed under this 
( 

section if any representation by a business in the application for 
certification as a qualified business proves to be false or if the taxpayer or 
qualified business fails to satisfy any conditions under this section or any 
conditions consistent with this section otherwise determined by the tax 
commissioner. The commissioner has four years after the due date of the 
return or after the return was filed, whichever period expires later, to audit 
the credit and assess additional tax that may be found due to failure to 
comply with the provisions of this chapter. The amount of any credit 
disallowed by the tax commissioner that reduced the taxpayer's income tax 
liability for any or all applicable tax years, plus penalty and interest as 
provided under section 57-38-45, must be paid by the taxpayer. 

10. An angel fund that invests in a qualified business must be considered to be 
the taxpayer for purposes of the investment limitations in this section. The 
amount of the credit allowed with respect to an angel fund's investment in a 
qualified business must be determined at the angel fund level. The amount 
of the total credit determined at the angel fund level must be allowed to the 
investors in the angel fund in proportion to the investor's respective 
interests in the fund. An angel fund that is subject to the tax imposed 
under chapter 57-38 is not eligible for the investment tax credit under this 
chapter. 

SECTION 30. AMENDMENT. Section 57-38.6-03 of the North Dakota Century 
Code is amended and reenacted as follows: 

• 57-38.6-03. Agricultural business Investment tax credit. If a taxpayer i 
makes a qualified investment in a qualified business, the taxpayer is entitled to a credit ' -
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against state income tax liability as determined under section §7 38 20, 57-38-30; or 
57-38-30.3. 

1. The amount of the credit to which a taxpayer is entitled is thirty percent of 
the amount invested by the taxpayer in qualified businesses during the 
taxable year. 

2. The maximum annual credit a taxpayer may obtain under this section is 
fifty thousand dollars and no taxpayer may obtain more than two hundred 
fifty thousand dollars in credits under this section over any combination of 
taxable years. This subsection may not be interpreted to limit additional 
investment by a taxpayer for which that taxpayer is not applying for a 
credit. 

3. The credit under this section may not exceed the liability for tax under 
chapter 57-38. If the amount of credit under this section exceeds the 
liability for tax, the excess may be carried forward for up to ten taxable 
years after the taxable year in which the investment was made. 

4. A partnership, subchapter S corporation, limited liability company that for 
tax purposes is treated like a partnership, or any other passthrough entity 
that invests in a qualified business must be considered to be the taxpayer 
for purposes of the investment limitations in this section and, except for the 
tax liability limitation under subsection 2, the amount of the credit allowed 
with respect to the passthrough entity's investment in a qualified business 
must be determined at the passthrough entity level. The amount of the 
total credit determined at the passthrough entity level must be allowed to 
the passthrough entity's owners, in proportion to their respective ownership 
interests in the passthrough entity. 

5. An investment made in a qualified business from the assets of a retirement 
plan is deemed to be the retirement plan participant's investment for the 
purposes of this chapter if a separate account is maintained for the plan 
participant and the participant directly controls where the account assets 
are invested. 

6. The investment must be made on or after the certification effective date 
and must be at risk in the business to be eligible for the tax credit under 
this section. A qualified investment must be in the form of a purchase of 
ownership interests or the right to receive payment of dividends from the 
business. An investment for which a credit is received under this section 
must remain in the business for at least three years. An investment placed 
in escrow does not qualify for the credit. 

7. The entire amount of an investment for which a credit is claimed under this 
section must be expended by the qualified business for plant, equipment, 
research and development, marketing and sales activity, or working capital 
for the qualified business. Real property that qualifies as an investment 
must be used In, and be an integral part of, the qualified business's North 
Dakota business operations. 

8. If the investment is a contribution of real property: 

a. The value of the contribution may not exceed the appraised value as 
established by a licensed or certified appraiser licensed or certified 
under the requirements of sections 43-23.3-04, 43-23.3-04.1, 
43-23.3-05, 43-23.3-06, 43-23.3-07, 43-23.3-08, 43-23.3-09, 
43-23.3-10, 43-23.3-11, and 43-23.3-12. 
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b. The value of the contribution must be approved by the governing body 
of the qualified business applying the valuation standards set forth in 
subsection 3 of section 10-19.1-63 . 

c. The qualified business receiving the contribution of real property shall 
provide to the tax commissioner a copy of the appraised valuation, a 
copy of the governing body's resolution approving the value of the 
contribution, and a copy of the statement of full consideration within 
thirty days after the instrument transferring title to the real property is 
recorded with the register of deeds as provided in chapter 47-19. 

d. A taxpayer making a contribution of real property Is entitled to the tax 
credit in the taxable year in which the instrument transferring title to 
the real property is recorded with the register of deeds as provided in 
chapter 47-19. 

9. The tax commissioner may disallow any credit otherwise allowed under this 
section if any representation by a business in the application for 
certification as a qualified business proves to be false or if the taxpayer or 
qualified business falls to satisfy any conditions under this section or any 
conditions consistent with this section otherwise determined by the tax 
commissioner. The amount of any credit disallowed by the tax 
commissioner that reduced the taxpayer's income tax liability for any or all 
applicable tax years, plus penalty and interest provided under section 
57-38-45, must be paid by the taxpayer. 

SECTION 31. REPEAL. Sections 57-38-01 .2, 57-38-01 .18, 57-38-02, 
57-38-06.1, 57-38-29, 57-38-29.2, 57-38-30.4, 57-38-67, 57-38-68, 57-38-69, and 
57-38-70 of the North Dakota Century Code are repealed. 

SECTION 32. EFFECTIVE DATE- EXPIRATION DATE - APPLICATION. This 
Act is effective for taxable years beginning after December 31, 2009. Section 26 of this 
Act is effective for the first two taxable years beginning after December 31, 2009, and is 
thereafter ineffective. The income amounts shown In the tax brackets in the 
amendment to section 57-38-30.3 in this Act are the income amounts as indexed for 
taxable year 2009. The tax commissioner shall apply appropriate indexing factors, as 
determined under subdivision g of subsection 1 of section 57-38-30.3, to the dollar 
amounts of the brackets to update those amounts for taxable years after 2009." 

Renumber accordingly 
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90715.0315 
Title. 

Prepared by the Legislative Council staff for 
Senator Cook 

April 29, 2009 

PROPOSED AMENDMENTS TO REENGROSSED HOUSE BILL NO. 1324 

SECTION~-· During the 2009-1 O interim, the legislative council shall consider 
studying corporate income taxes, with emphasis on the Uniform Division of Income Tax Act and 
the apportionment formula applied to multistate corporations doing business in North Dakota 
and the impact of how other states have adjusted apportionment factors under the Act. The 
legislative council shall report its findings and recommendations, together with any legislation 
required to implement the recommendations, to the sixty-second legislative assembly. 

Renumber accordingly 
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90715.0316 
Title. 

Prepared by the Legislative Council staff for 
Senator Cook 

April 29, 2009 

PROPOSED AMENDMENTS TO REENGROSSED HOUSE BILL NO. 1324 

SECTION_. During the 2009-10 interim, the legislative council shall consider 
studying the feasibility and desirability of providing a homestead credit for all North 
Dakota residential property owners and occupants. The legislative council shall report 
its findings and recommendations, together with any legislation necessary to implement 
the recommendations, to the sixty-second legislative assembly. 

Renumber accordingly 
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90715.0317 
Title. 

Prepared by the Legislative Council staff for 
Senator Cook 

April 29, 2009 

PROPOSED AMENDMENTS TO REENGROSSED HOUSE BILL NO. 1324 

SECTION_~• AMENDMENT. Subsection 3 of section 57-51-15 of the 
North Dakota Century Code as amended by House Bill No. 1304, as approved by the 
sixty-first legislative assembly, is amended and reenacted as follows: 

3. The amount to which each county is entitled under subsection 2 must be 
allocated within the county so the first fetlf five million silf three hundred 
thousand dollars is allocated under subsection 4 for each fiscal year and 
any amount received by a county exceeding fetlf five million silf three 
hundred thousand dollars is credited by the county treasurer to the county 
infrastructure fund and allocated under subsection 5. 

Renumber accordingly 
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90715.0318 
Title.0600 

Prepared by the Legislative Council staff for 
Conference Committee 

April 29, 2009 

PROPOSED AMENDMENTS TO REENGROSSED HOUSE BILL NO. 1324 

That the Senate recede from its amendments as printed on pages 1220-1242 of the House 
Journal and pages 1037-1059 of the Senate Journal and that Reengrossed House Bill 
No. 1324 be amended as follows: 

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and 
reenact subsection 1 of section 6-09.8-01, subsection 4 of section 10-33-124, 
subsection 5 of section 11-37-08, sections 27-17-06 and 37-28-07, subsections 1 and 3 
of section 40-63-04, section 40-63-06, subsection 4 of section 40-63-07, subsections 1 
and 2 of section 57-38-01 .7, subsections 1 and 4 of section 57-38-01 .8, sections 
57-38-01.14, 57-38-01.16, and 57-38-01.17, subsection 1 of section 57-38-01.20, 
subsections 2 and 4 of section 57-38-01 .21, sections 57-38-01 .22, 57-38-01 .23, 
57-38-01 .24, 57-38-01 .25, and 57-38-01 .26, subsection 6 of section 57-38-01 .27, 
subsection 1 of section 57-38-01 .29, subsection 1 of section 57-38-01 .30, section 
57-38-04, subsection 2 of section 57-38-08.1, sections 57-38-30.3 and 57-38-30.5, 
subdivision b of subsection 1 of section 57-38-40, sections 57-38.5-03 and 57-38.6-03, 
and subsection 3 of section 57-51-15 of the North Dakota Century Code, relating to 
elimination of the optional long-form individual, estate, and trust income tax return and 
allocation of oil and gas gross production tax revenues to political subdivisions; to 
repeal sections 57-38-01 .2, 57-38-01 .18, 57-38-02, 57-38-06.1, 57-38-29, 57-38-29.2, 
57-38-30.4, 57-38-67, 57-38-68, 57-38-69, and 57-38-70 of the North Dakota Century 
Code, relating to elimination of the optional long-form individual, estate, and trust 
income tax return; to provide for legislative council studies; and to provide an effective 
date . 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Subsection 1 of section 6-09.8-01 of the North 
Dakota Century Code is amended and reenacted as follows: 

1. "Beginning farmer" means a perseA an individual who qualifies as a 
beginning farmer 1:1Aeler s1:1bseetieA 2 el seetieA 67 as 67 who: 

a. Is a resident of this state: 

b. Receives more than half of that person's gross annual income from 
farming, unless the person initially commences farming during the 
year of the application under this chapter: 

c. Intends to use any farmland to be purchased or rented for agricultural 
purposes: 

d. Is adequately trained by education in the type of farming operation 
which the person wishes to begin on the purchased or rented land 
referred to in subdivision c through satisfactory participation in the 
adult farm management education program of the state board for 
career and technical education or an equivalent program approved by 
the agriculture commissioner: and 

e. Has, including the net worth of any dependents and spouse, a net 
worth of less than one hundred thousand dollars, not including the 
value of their equity in their principal residence. the value of one 
personal or family motor vehicle, and the value of their household 
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~ o.'}\. 
goods. including furniture. appliances. musical instruments. clothing. _.. u 
and other personal belongings. 

SECTION 2. AMENDMENT. Subsection 4 of section 10-33-124 of the North 
Dakota Century Code is amended and reenacted as follows: 

4. a. AA iAdi1,1idual er a & corporation that buys membership in, or pays 
dues or contributes to, a nonprofit development corporation is entitled 
to an income tax credit against the tax liability under section 57-38-30 
equal to twenty-five percent of the amount paid. 

b. This credit may not be claimed by aA iAdi\1idual wi'le eleelo le lile aA 
iAeeFAe IElll relurA uAder oeelieA 57 as ae.a er l:ly a corporation that is 
recognized as a subchapter S corporation under section 57-38-01 .4. 

c. No taxpayer is entitled to more than two thousand dollars in total 
income tax credits under this section. 

d. The amount of the credit under this section in excess of the taxpayer's 
income tax liability may be carried forward for up to seven taxable 
years. 

SECTION 3. AMENDMENT. Subsection 5 of section 11-37-08 of the North 
Dakota Century Code is amended and reenacted as follows: 

5. Bonds issued by a commerce authority under this section are declared to 
be issued for an essential public government purpose, and together with 
interest and income on the bonds, are exempt from all individual and 
corporate taxes imposed under sections 57-35.3-03, 57 as 20, 57-38-30, 
and 57-38-30.3 . 

SECTION 4. AMENDMENT. Section 27-17-06 of the North Dakota Century 
Code is amended and reenacted as follows: 

27-17-06. Immediate withdrawal of present active Judges from Judges 
retirement fund. 

L From and after July 1, 1973, each judge of the supreme or district court 
serving on that date and each former judge of the supreme or district court, 
not receiving judicial retirement salary, may elect to withdraw the judge's 
previous contributions made pursuant to this chapter, and thereafter not 
participate in a judicial retirement program provided for by law. This option 
ceases to be available and may not be exercised after June 30, 1975. If a 
judge selects this option, the judge is entitled to receive the combined total 
of the following sums: 

-1-. a. The entire amount of the judge's previous contributions made 
pursuant to this chapter, to be calculated to the date of election under 
this section; plus 

2,- b. An amount calculated by applying the vesting schedule set forth in 
section 54-52-11 to an amount equal to sixty percent of the judge's 
individual contributions as calculated in subsection 1, plus earnings 
thereon as calculated in subsection 3; plus 

a-, c. An amount calculated by applying the figure .05625 to the periodic 
annual or partial annual balances in the individual judge's account 
during the judge's years of service prior to selecting the option 
provided by this section. The figure applied pursuant to this 
oul:loeelieA subdivision must be compounded annually. 

Page No. 2 90715.0318 



• 

2. The total amounts received pursuant to this section may not be considered 
taxable income for the purposes of chapter 57-38 aAel may ee tFeateel as 
BA addilieAal adj1:1etmeAt Fed1:1eiAg the ame1:1At ef taMaBle iA88FR8 iA additieA 
te these 13Fe•tieleel iA seetieA li7 as 91.2. Selection of the option provided 
by this section must be made in writing to the director of the office of 
management and budget. 

SECTION 5. AMENDMENT. Section 37-28-07 of the North Dakota Century 
Code is amended and reenacted as follows: 

37-28-07. Payments exempt from taxation and from execution • 
Assignments void • Debts to state and polltlcal subdivisions not deducted. 
Payments under this chapter are exempt from all state and local taxes, including taxes 
determined under section 57 as 29 eF 57-38-30.3, and from levy, garnishment, 
attachment, and sale on execution. Any pledge, mortgage, sale, assignment, or 
transfer of any right, claim, or interest in any claim or payment under this chapter is void 
and payment to the veteran may not be denied because of any sums owed to the state 
or any political subdivisions, except as provided in section 37-26-05. 

SECTION 6. AMENDMENT. Subsections 1 and 3 of section 40-63-04 of the 
North Dakota Century Code are amended and reenacted as follows: 

1. An individual taxpayer who purchases or rehabilitates single-family 
residential property for the individual's primary place of residence as a zone 
project is exempt from up to ten thousand dollars of personal income tax 
liability as determined under section e7 as 29 eF 57-38-30.3 for five taxable 
years beginning with the date of occupancy or completion of rehabilitation. 

3. If the cost of a new business purchase or expansion of an existing 
business, approved as a zone project, exceeds seventy-five thousand 
dollars, and the business is located in a city with a population of not more 
than two thousand five hundred, an individual taxpayer may, in lieu of the 
exemption provided in subsection 2, elect to take an income tax exemption 
of up to two thousand dollars of personal income tax liability as determined 
under section 57 as 29 eF 57-38-30.3. The election must be made on the 
taxpayer's zone project application. The election is irrevocable and binding 
for the duration of the exemptions provided in subsection 2 or this 
subsection. If no election is made on the zone project application, the 
taxpayer is only eligible for the exemption provided in subsection 2. 

SECTION 7. AMENDMENT. Section 40-63-06 of the North Dakota Century 
Code is amended and reenacted as follows: 

40-63-06. Historic preservation and renovation tax credit. A credit against 
state tax liability as determined under sections 57-35.3-03, e7 as 29, 57-38-30, and 
57-38-30.3 is allowed for investments in the historic preservation or renovation of 
property within the renaissance zone. The amount of the credit is twenty-five percent of 
the amount invested, up to a maximum of two hundred fifty thousand dollars. The credit 
may be claimed in the year in which the preservation or renovation is completed. Any 
excess credit may be carried forward for a period of up to five taxable years. 

SECTION 8. AMENDMENT. Subsection 4 of section 40-63-07 of the North 
Dakota Century Code is amended and reenacted as follows: 

4. A credit against state tax liability as determined under section 57-35.3-03, 
e7 as 29, 57-38-30, or 57-38-30.3 is allowed for investments in a 
renaissance fund organization. The amount of the credit is fifty percent of 
the amount invested in the renaissance fund organization during the 
taxable year. Any amount of credit which exceeds a taxpayer's tax liability 
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for the taxable year may be carried forward for up to five taxable years after 
the taxable year in which the investment was made. 

SECTION 9. AMENDMENT. Subsections 1 and 2 of section 57-38-01 .7 of the 
North Dakota Century Code are amended and reenacted as follows: 

1. At the election of the taxpayer, there must be allowed, subject to the 
applicable limitations provided in this subsection, as a credit against the 
income tax iR'l13eseEI l3y ll'lis el'lepler liability under section 57-38-30 for the 
taxable year, an amount equal to fifty percent of the aggregate amount of 
charitable contributions made by the taxpayer during the year to nonprofit 
private institutions of higher education located within the state or to the 
North Dakota independent college fund. 

&: IA the ease ef a taMpayor ether then a eorperaUen, the amet1nt 
allowal31o as a ereeJit 1:Jnelor U~is st11:lseetien fer any ta->EaBle year may 
not oMoooeJ fer=ty poreent of tRe tBiEpayor's total inooffie tat< tJneJer tRis 
ehapter fer the year, er t\1,•o ht1neJrod fif.t)• Sellars, 1#hieR011er is less. 

Ir. IA ll'le eaee el a eeri:ieratieA, tl'le The amount allowable as a credit 
under this subsection for any taxable year may not exceed twenty 
percent of the corporation's total income tax under this chapter for the 
year, or two thousand five hundred dollars, whichever is less. 

2. At the election of the taxpayer, there must be allowed, subject to the 
applicable limitations provided in this subsection, as a credit against the 
income tax iR'IJ:!BSeEI l3y ll'lis el'lapler liability under section 57-38-30 for the 
taxable year, an amount equal to fifty percent of the aggregate amount of 
charitable contributions made by the taxpayer during the year directly to 
nonprofit private institutions of secondary education, located within the 
state. 

a. In the ease ef a ta~Epayor ether tl=lan a oor,aoration, tRe aF'flotJnt 
allowal31e as a ereeJit 1:1ndor this st113seeUen fer any t&>EaBle year may 
not e>EeeeeJ feFl)• pereent of tRe t&Xpayor's total income tm< ttneier tRis 
ehapter for the year, er two Rt1neJroe1 fifty eJellaFS, 1A•Rieho\•or is less. 

Ir. IA ll'le ease el a eerperalieA, IAe The amount allowable as a credit 
under this subsection for any taxable year may not exceed twenty 
percent of the corporation's total income tax under this chapter for the 
year, or two thousand five hundred dollars, whichever is less. 

SECTION 10. AMENDMENT. Subsections 1 and 4 of section 57-38-01 .8 of the 
North Dakota Century Code are amended and reenacted as follows: 

1. AA>t A taxpayer filing a North Dakota income tax return pursuant to the 
provisions of this chapter may claim a credit against the tax liability under 
section 57-38-30 for the cost of a geothermal, solar, wind, or biomass 
energy device installed before January 1, 2011, in a building or on property 
owned or leased by the taxpayer in North Dakota. The credit provided in 
this section for a device installed before January 1, 2001, must be in an 
amount equal to five percent per year for three years, and for a device 
installed after December 31, 2000, must be in an amount equal to three 
percent per year for five years of the actual cost of acquisition and 
installation of the geothermal, solar, wind, or biomass energy device and 
must be subtracted from any income tax liability of the taxpayer as 
determined pursuant to the provisions of this chapter . 

4. A partnership, subchapter S corporation, limited partnership, limited liability 
company, or any other passthrough entity that installs a geothermal, solar, 
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wind, or biomass energy device in a building or on property owned or 
leased by the passthrough entity must be considered to be the taxpayer for 
purposes of this section, and the amount of the credit allowed with respect 
to the entity's investments must be determined at the passthrough entity 
level. The amount of the total credit determined at the entity level must be 
passed through to the corporate partners, shareholders, or members in 
proportion to their respective interests in the passthrough entity. 

SECTION 11. AMENDMENT. Section 57-38-01 .14 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.14. No gain recognized on property subject to eminent domain 
sale or transfer. If any private property, through the exercise of eminent domain, is 
involuntarily converted into property of either like or unlike kind, no gain, either ordinary 
or capital, may be recognized for corporate income tax purposes. 

SECTION 12. AMENDMENT. Section 57-38-01 .16 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.16. Income tax credit for employment of developmentally 
disabled or chronically mentally Ill persons. Af't'f 8 taxpayer filing an income tax 
return under this chapter, eMeept a Fet1:1Fn en •i\'t:liotl liability is BeteFFAinoel 1:1ndor ooetion 
!i7 38 30.3, may claim a credit against the tax liability imposed under section 57-38-30 
for a portion of the wages paid to a developmentally disabled or chronically mentally ill 
employee. The credit allowed under this section equals five percent of up to six 
thousand dollars in wages paid during the first twelve months of employment by the 
taxpayer for each developmentally disabled or chronically mentally ill employee of the 
taxpayer. Only wages actually paid during the taxpayer's taxable year may be 
considered for purposes of this section. An employee of a subcontractor is considered 
an employee of the contractor to the extent of any wages paid under the contract. 

The total of credits allowed under this section may not exceed fifty percent of the 
taxpayer's liability under this chapter. 

SECTION 13. AMENDMENT. Section 57-38-01 .17 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.17. Credit for Investments In development corporations. AA 
iAdiYidtml, eslele, !Fusi, er~ corporation is allowed, as a credit against a tax otherwise 
due under section 57 38 29 er 57-38-30, the credit for buying membership in, or paying 
dues or contributions to, a certified nonprofit development corporation as provided in 
section 10-33-124. 

SECTION 14. AMENDMENT. Subsection 1 of section 57-38-01 .20 of the North 
Dakota Century Code is amended and reenacted as follows: 

1. An individual is entitled to a credit against the tax imposed under section 
!i7 38 20 eF 57-38-30.3 in the amount of qualified care expenses under this 
section paid by the individual for the care of a qualifying family member 
during the taxable year. 

SECTION 15. AMENDMENT. Subsections 2 and 4 of section 57-38-01 .21 of 
the North Dakota Century Code are amended and reenacted as follows: 

2. An individual is allowed a tax credit against the tax imposed by section 
!i7 38 20 eF 57-38-30.3 in an amount equal to forty percent of the present 
value of the aggregate amount of the charitable gift portion of planned gifts 
made by the taxpayer during the year to a qualified nonprofit organization 
or qualified endowment. The maximum credit that may be claimed under 
this subsection for contributions made in a taxable year is ten thousand 
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dollars, or twenty thousand dollars for married individuals filing a joint 
return. The credit allowed under this section may not exceed the 
taxpayer's income tax liability. 

4. An estate or trust is allowed a tax credit in an amount equal to forty percent 
of a charitable gift to a qualified endowment. The maximum credit allowed 
under this subsection for contributions made in a taxable year is ten 
thousand dollars. The allowable credit must be apportioned to the estate 
or trust and to its beneficiaries on the basis of the income of the estate or 
trust allocable to each, and the beneficiaries may claim their share of the 
credit against the tax imposed by section 67 38 29, 57-38-30, or 
57-38-30.3. A beneficiary may claim the credit only in the beneficiary's 
taxable year in which the taxable year of the estate or trust ends. 
Subsections 6 and 7 apply to the estate or trust and its beneficiaries with 
respect to their respective shares of the apportioned credit. 

SECTION 16. AMENDMENT. Section 57-38-01 .22 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.22. Income tax credit for blending of blodlesel fuel. A fuel supplier 
licensed pursuant to section 57-43.2-05 who blends biodiesel fuel is entitled to a credit 
against tax liability determined under section 67 38 29, 57-38-30; or 57-38-30.3 in the 
amount of five cents per gallon [3.79 liters] of biodiesel fuel of at least five percent 
blend, otherwise known as B5. For purposes of this section, "biodiesel" means fuel 
meeting the specifications adopted by the American society for testing and materials. 
The credit under this section may not exceed the taxpayer's liability as determined 
under this chapter for the taxable year and each year's unused credit amount may be 
carried forward for up to five taxable years. 

A partnership, subchapter S corporation, limited partnership, limited liability 
company, or any other passthrough entity entitled to the credit under this section must 
be considered to be the taxpayer for purposes of this section, and the amount of the 
credit allowed must be determined at the passthrough entity level. The amount of the 
total credit determined at the entity level must be passed through to the partners, 
shareholders, or members in proportion to their respective interests in the passthrough 
entity. 

SECTION 17. AMENDMENT. Section 57-38-01.23 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.23. Income tax credit for blodlesel sales equipment costs. A 
seller of biodiesel fuel is entitled to a credit against tax liability determined under section 
67 38 29, 57-38-30, or 57-38-30.3 in the amount of ten percent per year for five years 
of the biodiesel fuel seller's direct costs incurred after December 31, 2004, to adapt or 
add equipment to a facility, licensed under section 57-43.2-05, to enable the facility to 
sell diesel fuel containing at least two percent biodiesel fuel by volume. For purposes of 
this section, "biodiesel fuel" means fuel meeting the specifications adopted by the 
American society for testing and materials. The credit under this section may not 
exceed a taxpayer's liability as determined under this chapter for the taxable year and 
each year's unused credit amount may be carried forward for up to five taxable years. 
A biodiesel fuel seller is limited to fifty thousand dollars in the cumulative amount of 
credits under this section for all taxable years. A biodiesel fuel seller may not claim a 
credit under this section for any taxable year before the taxable year in which the facility 
begins selling biodiesel fuel containing at least two percent biodiesel fuel by volume, but 
eligible costs incurred before the taxable year sales begin may be claimed for purposes 
of the credit under this section for taxable years on or after the taxable year sales of 
biodiesel fuel begin . 

A partnership, subchapter S corporation, limited partnership, limited liability 
company, or any other passthrough entity entitled to the credit under this section must 
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be considered to be the taxpayer for purposes of this section, and the amount of the 
credit allowed must be determined at the passthrough entity level. The amount of the 
total credit determined at the entity level must be passed through to the partners, 
shareholders, or members in proportion to their respective interests in the passthrough 
entity . 

SECTION 18. AMENDMENT. Section 57-38-01 .24 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.24. Internship employment tax credit. 

1. A taxpayer that is an employer within this state is entitled to a credit as 
determined under this section against state income tax liability under 
section 57 aa 29, 57-38-30; or 57-38-30.3 for qualified compensation paid 
to an intern employed in this state by the taxpayer. To qualify for the credit 
under this section, the internship program must meet the following 
qualifications: 

a. The intern must be an enrolled student in an institution of higher 
education or vocational technical education program who is seeking a 
degree or a certification of completion in a major field of study closely 
related to the work experience performed for the taxpayer; 

b. The internship must be taken for academic credit or count toward the 
completion of a vocational technical education program; 

c. The intern must be supervised and evaluated by the taxpayer; and 

d. The internship position must be located in this state. 

2. The amount of the credit to which a taxpayer is entitled is ten percent of the 
stipend or salary paid to a college intern employed by the taxpayer. A 
taxpayer may not receive more than three thousand dollars in total credits 
under this section for all taxable years combined. 

a. The tax credit under this section applies to a stipend or salary for not 
more than five interns employed at the same time. 

b. A partnership, subchapter S corporation, or limited liability company 
that for tax purposes is treated like a partnership that is entitled to the 
credit under this section must be considered to be the taxpayer for 
purposes of calculating the credit. The amount of the allowable credit 
must be determined at the passthrough entity level. The total credit 
determined at the entity level must be passed through to the partners, 
shareholders, or members in proportion to their respective interests in 
the passthrough entity. 

SECTION 19. AMENDMENT. Section 57-38-01 .25 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.25. Workforce recruitment credit for hard-to-fill employment 
positions. A taxpayer that is an employer in this state is entitled to a credit as 
determined under this section against state income tax liability under section 57 aa 29, 
57-38-30; or 57-38-30.3 for costs the taxpayer incurred during the tax year to recruit 
and hire employees for hard-to-fill employment positions within this state for which the 
annual salary for the position meets or exceeds the state average wage. 

1. The amount of the credit to which a taxpayer is entitled is five percent of 
the salary paid for the first twelve consecutive months to the employee 
hired for the hard-to-fill employment position. To qualify for the credit under 
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this section, the employee must be employed by the taxpayer in the 
hard-to-fill employment position for twelve consecutive months. 

2. For purposes of this section: 

a. "Extraordinary recruitment methods" means using all of the following: 

( 1) A person with the exclusive business purpose of recruiting 
employees and for which a fee is charged by that recruiter. 

(2) An advertisement in a professional trade journal, magazine, or 
other publication, the main emphasis of which is providing 
information to a particular trade or profession. 

(3) A web site, the sole purpose of which is to recruit employees 
and for which a fee is charged by the web site. 

(4) Payment of a signing bonus, moving expenses, or nontypical 
fringe benefits. 

b. "Hard-to-fill employment position" means a job that requires the 
employer to use extraordinary recruitment methods and for which the 
employer's recruitment efforts for the specific position have been 
unsuccessful for six consecutive calendar months. 

c. "State average wage" means one hundred twenty-five percent of the 
state average wage published annually by job service North Dakota 
and which is in effect at the time the employee is hired. 

3. The taxpayer may claim the credit in the first tax year beginning after the 
employee hired for the hard-to-fill position has completed the employee's 
first twelve consecutive months of employment in the hard-to-fill position 
with the taxpayer. 

4. The credit under this section may not exceed a taxpayer's liability for the 
taxable year as determined under this chapter. Any amount of unused 
credit may be carried forward for up to four taxable years after the taxable 
year in which the credit could initially be claimed. 

5. A partnership, subchapter S corporation, or limited liability company that for 
tax purposes is treated like a partnership that is entitled to the credit under 
this section must be considered to be the taxpayer for purposes of this 
section and the amount of the credit allowed must be determined at the 
passthrough entity level. The amount of the total credit determined at the 
passthrough entity level must be allowed to the members in proportion to 
their respective interests in the passthrough entity. 

SECTION 20. AMENDMENT. Section 57-38-01 .26 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.26. Angel fund Investment tax credit. A taxpayer is entitled to a 
credit against state income tax liability under section e7 38 20, 57-38-30; or 57-38-30.3 
for an investment made in an angel fund that is incorporated in this state. The angel 
fund must be in compliance with the securities laws of this state for the investment to 
qualify for the tax credit under this section. The amount of the credit to which a 
taxpayer is entitled is forty-five percent of the amount invested by the taxpayer in an 
angel fund during the taxable year. The aggregate annual credit for which a taxpayer 
may obtain a tax credit is not more than forty-five thousand dollars. To be eligible for 
the credit, the investment must be at risk in the angel fund for at least three years. 
Investments placed in escrow do not qualify for the credit. The credit must be claimed 
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in the taxable year in which the investment in the angel fund was received by the angel 
fund. The credit allowed may not exceed the liability for tax under this chapter. If the 
amount of credit determined under this section exceeds the liability for tax under this 
chapter, the excess may be carried forward to each of the four succeeding taxable 
years. A taxpayer claiming a credit under this section may not claim any credit 
available to the taxpayer as a result of an investment made by the angel fund in a 
qualified business under chapter 57-38.5 or 57-38.6. 

SECTION 21. AMENDMENT. Subsection 6 of section 57-38-01 .27 of the North 
Dakota Century Code is amended and reenacted as follows: 

6. A taxpayer that is certified as a microbusiness is entitled to tax credits 
against tax liability as determined under section 57 as 29, 57-38-30; or 
57-38-30.3 equal to twenty percent of the taxpayer's new investment and 
new employment in the microbusiness during the taxable year. A taxpayer 
may not obtain more than ten thousand dollars in credits under this section 
over any combination of taxable years. 

SECTION 22. AMENDMENT. Subsection 1 of section 57-38-01 .29 of the North 
Dakota Century Code is amended and reenacted as follows: 

1. In addition to any other credit or deduction allowed by law for a 
homeowner, an individual is entitled to a credit against the tax imposed 
under section 57 as 29 er 57-38-30.3 for taxable years 2007 and 2008 in 
the amount of ten percent of property taxes or mobile home taxes that 
became due during the income tax taxable year and are paid which were 
levied against the individual's homestead in this state. For purposes of this 
section, "property taxes" does not include any special assessments. 

SECTION 23. AMENDMENT. Subsection 1 of section 57-38-01 .30 of the North 
Dakota Century Code is amended and reenacted as follows: 

1. In addition to any other credit or deduction allowed by law for a property 
owner, an individual or corporation is entitled to a credit against the tax 
imposed under section 57 as 29, 57-38-30; or 57-38-30.3 for taxable 
years 2007 and 2008 in the amount of ten percent of property taxes or 
mobile home taxes that became due during the income tax taxable year 
and are paid which were levied against commercial property in this state. 
For purposes of this section, "property taxes" does not include any special 
assessments. 

a. The amount of the credit under this section may not exceed one 
thousand dollars for any taxpayer. 

b. The amount of the credit under this section may not exceed the 
taxpayer's tax liability under this chapter. 

c. The amount of the credit under this section may not exceed one 
thousand dollars for married persons filing a joint return or five 
hundred dollars for a single individual or married individual filing 
separate returns. 

SECTION 24. AMENDMENT. Section 57-38-04 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38-04. Allocatlon and apportionment of gross Income of lndlvlduals. 
The gross income of individuals must be allocated and apportioned as follows: 

1. a. Income from personal or professional services performed in this state 
by individuals must be assigned to this state regardless of the 
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b. 

residence of the recipients of such income, except that income from 
such services performed within this state by an individual who resides 
and has the individual's place of abode in another state to which place 
of abode the individual customarily returns at least once a month must 
be excluded from the individual's income for the purposes of this 
chapter if such income is subject to an income tax imposed by the 
state in which the individual resides, provided that the state in which 
the individual resides allows a similar exclusion for income received 
from similar services performed in that state by residents of North 
Dakota. 

Notwithstanding any other provision of this chapter, the compensation 
received from services performed within this state by an individual, 
who performs services for a common carrier engaged in interstate 
transportation and who resides and has the individual's place of abode 
to which the individual customarily returns at least once a month in 
another state, must be excluded from income to the extent that the 
income is subject to an income tax imposed by the state of the 
individual's residence; provided, that the state allows a similar 
exclusion of the compensation received by residents of North Dakota 
for similar services performed therein, or a credit against the tax 
imposed on the income of residents of this state that is substantially 
similar in effect. For purposes of this subdivision, the term an 
individual who performs services for a common carrier engaged in 
interstate transportation is limited to an individual who performs the 
services for a common carrier only during the course of making 
regular runs into North Dakota or from within North Dakota to outside 
North Dakota, or both, on the transportation system of the common 
carrier. 

2. a, Income received from personal or professional services performed by 
residents of this state, regardless of where such services are 
performed, and income received by residents of this state from 
intangible personal property must be assigned to this state. 

Ir. A FesieJont ineJi1,ieJ1:1al, estate, er tr1:1st is entitleei to a ereeJit against U=te 
tax imposoet 1:1netor this eRapter Of:11:tBI to the ame1:1nt ef ineeme tax 
J90ieJ fer tRe texaBle year to another state er territeP/ ef tRe Unites 
States er the Distriet of Golt:ni1bia on ineeme Seri•,eeJ frem se1:1rees in 
these jttriselietions that is also taxaBle 1:mdor this seetien. TAe tax 
eommissionor ffiety require •Nritton preef of tl=le tax pai8 to another 
state. The requires J3Feef FRl:fst Se pre1,•ide8 in a form and manner as 
aotermineeJ by the tax eomR-iissioner. For an ineJi1,«ieh::1al, estate, er 
trust tl:lat is a rooieJent ef U~is state fer the entire ta>Eal31e year, the 
ereEiit alloweei under this subdi•,isien may not OMoeeei an amount ot:1ual 
to tho ta~E imJ3esod under this ehapter multiplieei By a ratio et:1ual to 
fe0oral adjusted grass ineeme dori,«od from sourees in the ether 
jurisdiotien di1,,i8eet By total federal aetjusted grass ineemo less the 
ameunts under sub8i1l'isiens a ane s of suBseotion 1 of 
seotion 87 38 91 .2. For an indi-.1idual, estate, er trust that is a resieiont 
of this state for only paFt of tho ta)EaBle year, the ereeiit alle1ueei under 
U!lis subeti1,ision may not eMoeed the lesser of U=1e following: 

f-B Tl:le !Eli! impesed 1:1Ader 11:lis el:lapter m1:1lliplied by a retie eq1:1al 
le lederal adj1:1sled 11ress iAeeme deri•;ed !rem se1:1rees iA 11:le 
ether jurisdiotien reeei1,1ed while a FosiEiont of this state eii-.«ideei 
By fee:1oral aetjusted gross inoome derived from ~JoFth Dal~ota 
souroes less tho amounts unEier this subseotion. 
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f2) The !&JI f)aiel ta the ether j1:1riselielien n,1:1ltif)lieel by a ralie 8€ll:lal 

te feeieFal aeijuoteei gFese ineeme etorivoel from sourees in the 
ether juriseiietieA roooi•,1eel while a rooieleRt ef this state dividoei 
by federal adj1:1etod gross inoeme 8eri11eei frem seurooe in tRe 
ether states . 

3. Income and gains received from tangible property not employed in the 
business and from tangible property employed in the business of the 
taxpayer, if such business consists principally of the holding of such 
property and collection of income and gains therefrom, must be assigned to 
this state without regard to the residence of the recipient if such property 
has a situs within this state. 

4. Income derived from business activity carried on by an individual as a sole 
proprietorship, or through a partnership, subchapter S corporation, or other 
passthrough entity, must be assigned to this state without regard to the 
residence of the individual if the business activity is conducted wholly within 
this state. Income derived from gaming activity carried on in this state by 
an individual must be assigned to this state without regard to the residence 
of the individual. 

5. Whenever business activity is carried on partly within and partly without this 
state by a nonresident of this state as a sole proprietorship, or through a 
partnership, subchapter S corporation, or other passthrough entity, the 
entire income therefrom must be allocated to this state and to other states, 
according to the provisions of chapter 57-38.1, providing for allocation and 
apportionment of income of corporations doing business within and without 
this state. 

6. a. Income and gains received by a resident of this state from tangible 
property not employed in the business and from tangible property 
employed in the business of the taxpayer, if the business consists 
principally of the holding of the property and the collection of income 
and gains from the business, must be assigned to this state without 
regard to the situs of the property. 

b. Income derived from business activity carried on by residents of this 
state, whether the business activity is conducted as a sole 
proprietorship, or through a partnership, subchapter S corporation, or 
other passthrough entity, must be assigned to this state without regard 
to where the business activity is conducted, and the provisions of 
chapter 57-38.1 do not apply. If the taxpayer believes the operation of 
this subdivision with respect to the taxpayer's income is unjust, the 
taxpayer may petition the tax commissioner who may allow use of 
another method of reporting income, including separate accounting. 

&:- A rosieient individual, estate, er trust is entitles ta a eree1it against the 
taM impeeeei uneier this ehaptor e~t:-Jal to the ame1:Jnt ef inooFFte tau 
J:)aiei fer the taMaBle year ta an ether state er territer=y ef the Unitel:i 
States er the 9istriet ef Celufflbia en inoome eJeri•,eei frem seuroos in 
these jurisEiietiens that is alee 01:Jbjeet to taM uneor tt:lis seetien. The 
t&>< eemmisoiener may ret11:1iro •Nritten J:)Feef of the t~E ,aaiei ta aRethor 
state. TJ::ie requireet preef must be 13revieteet iA a farm aAet manAer as 
eJeteFmiAeeJ By tJ::ie tGJ< eemmiooieAeF. FoF an iAeJi't•ieJual, estate, OF 
trust tJ::iat is a FesieteAt et this state feF the entire taMaSle year, the 
ere8it alle1,•.ioei unaer tJ::iis subeii'-1ision may net O>Eoeea an amount equal 
ta the ta>E im13oooeJ unSer this eJ::iaJ3ter multi13lie8 by a ratie OE1Ual ta 
fo8oral aejuoteel gFeoo inoofflo eleri•,«eel from souroes in tJ::ie etJ::ior 
juriselietien Eii•ii8o8 by total teeloral aeijusteeJ @Foss ineoFAe less the 
amounts uneJer subefr,.isions a and s et s1:1Boeetien 1 et 
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seelieA 67 as Q1 .2. Fer aA iA8i1,ieh,1al, estate, er trt:Jst U=tat is a residoAt 
ef tRie state fer eAly 19art ef the taMal3Io year, tl=le erodit allewoet 1:JAdor 
U~is ouBeti-.•ioieA may Aet eMeeeeJ the lesser ef the fellewiAg: 

fl--) The ta>E imposed 1;1Aeier tRio eRa,ator multiplies By a ratie et:11::1al 
ta feEJeral aEJjusted gross iAeeme aorivod froffl soureoo in the 
other j1::Jriselietien roooi-.ieei \\•Rile a rosieJent ef tRis state di1t•idod 
By federal a9j1:Jetoet grass inoome 8eri•1ea frem ~Jorth DalEota 
sourees less tRe amounts 1:Jnder sul3eii\.1isiens a anei 13 ef 
suboootion 2. 

f2¼ The tax 13aiEJ te the ether jtJrisSietion multiplied By a retie ef:1ual 
te federal aSjusted gross ineeme etorivod from soureos in the 
ether j1:Jrisdietien reeoi•1eei wRile a rosietent ef tRis state di1tided 
by fedeFal edjtJsteei gFe9s ineeme eieFived fFeffi set1Fees in tAe 
etller states. 

7. All other items of gross income must be assigned to the taxpayer's 
domicile. 

8. The privileges granted nonresidents apply only when other states grant to 
the residents of North Dakota the same privilege. 

TA is sootien applies ta o•,10Fy inoome year Bef:)inninf:J after Dooeml3or 81, 1068. 

SECTION 25. AMENDMENT. Subsection 2 of section 57-38-08.1 of the North 
Dakota Century Code is amended and reenacted as follows: 

2. Resident partners, limited to individuals, estates, and trusts, must report 
their entire distributive share to this state as provided in subdivision b of 
subsection 6 of section 57-38-04, and may claim a credit for taxes paid to 
another state on that portion of their distributive share attributable to and 
taxed by another state, as provided in subdivision e j of subsection 6 1 of 
section 57 aa 84 57-38-30.3. 

SECTION 26. AMENDMENT. Section 57-38-30.3 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38-30.3. Slmpllfled metl=led ef eemp1:1t1Ag Individual, estate. and trust 
Income tax. 

1. A tax is hereby imposed for each taxable year upon income earned or 
received in that taxable year by every resident and nonresident individual, 
estate, and trust. A taxpayer computing the tax under this section is only 
eligible for those adjustments or credits that are specifically provided for in 
this section. Provided, that for purposes of this section, any person 
required to file a state income tax return under this chapter, but who has 
not computed a federal taxable income figure, shall compute a federal 
taxable income figure using a pro forma return in order to determine a 
federal taxable income figure to be used as a starting point in computing 
state income tax under this section. The tax for individuals is equal to 
North Dakota taxable income multiplied by the rates in the applicable rate 
schedule in subdivisions a through d corresponding to an individual's filing 
status used for federal income tax purposes. For an estate or trust, the 
schedule in subdivision e must be used for purposes of this subsection. 

a. Single, other than head of household or surviving spouse . 
If North Dakota taxable income is: The tax is equal to: 
Not over $27,050 2.10% 
Over $27,050 but not $568.05 plus 3.92% 
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over $65,550 
Over $65,550 but not 
over $136,750 
Over $136,750 but not 
over $297,350 
Over $297,350 

of amount over $27,050 
$2,077.25 plus 4.34% 
of amount over $65,550 
$5,167.33 plus 5.04% 
of amount over $136,750 
$13,261.57 plus 5.54% 
of amount over $297,350 

b. Married filing jointly and surviving spouse. 
If North Dakota taxable income is: The tax is equal to: 
Not over $45,200 2.10% 
Over $45,200 but not $949.20 plus 3.92% 
over $109,250 of amount over $45,200 
Over $109,250 but not $3,459.96 plus 4.34% 
over $166,500 of amount over $109,250 
Over $166,500 but not $5,944.61 plus 5.04% 
over $297,350 of amount over $166,500 
Over $297,350 $12,539.45 plus 5.54% 

of amount over $297,350 

c. Married filing separately. 
If North Dakota taxable income is: The tax is equal to: 
Not over $22,600 2.10% 
Over $22,600 but not $474.60 plus 3.92% 
over $54,625 of amount over $22,600 
Over $54,625 but not $1,729.98 plus 4.34% 
over $83,250 of amount over $54,625 
Over $83,250 but not $2,972.31 plus 5.04% 
over $148,675 of amount over $83,250 
Over $148,675 $6,269.73 plus 5.54% 

of amount over $148,675 

d. Head of household. 
If North Dakota taxable income is: 
Not over $36,250 
Over $36,250 but not 
over $93,650 
Over $93,650 but not 
over $151,650 
Over $151,650 but not 
over $297,350 
Over $297,350 

e. Estates and trusts. 
If North Dakota taxable income is: 
Not over $1,800 
Over $1,800 but not 
over $4,250 
Over $4,250 but not 
over $6,500 
Over $6,500 but not 
over $8,900 
Over$8,900 

The tax is equal to: 
2.10% 
$761.25 plus 3.92% 
of amount over $36,250 
$3,011.33 plus 4.34% 
of amount over $93,650 
$5,528.53 plus 5.04% 
of amount over $151 ,650 
$12,871.81 plus 5.54% 
of amount over $297,350 

The tax is equal to: 
2.10% 
$37.80 plus 3.92% 
of amount over $1 ,800 
$133.84 plus 4.34% 
of amount over $4,250 
$231.49 plus 5.04% 
of amount over $6,500 
$352.45 plus 5.54% 
of amount over $8,900 

f. For an individual who is not a resident of this state for the entire year, 
or for a nonresident estate or trust, the tax is equal to the tax 
otherwise computed under this subsection multiplied by a fraction in 
which: 
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(1) The numerator is the federal adjusted gross income allocable 
and apportionable to this state; and 

(2) The denominator is the federal adjusted gross income from all 
sources reduced by the net income from the amounts specified 
in subdivisions a and b of subsection 2. 

In the case of married individuals filing a joint return, if one spouse is a 
resident of this state for the entire year and the other spouse is a 
nonresident for part or all of the tax year, the tax on the joint return 
must be computed under this subdivision. 

g. For taxable years beginning after December 31, 2001, the tax 
commissioner shall prescribe new rate schedules that apply in lieu of 
the schedules set forth in subdivisions a through e. The new 
schedules must be determined by increasing the minimum and 
maximum dollar amounts for each income bracket for which a tax is 
imposed by the cost-of-living adjustment for the taxable year as 
determined by the secretary of the United States treasury for 
purposes of section 1 (f) of the United States Internal Revenue Code 
of 1954, as amended. For this purpose, the rate applicable to each 
income bracket may not be changed, and the manner of applying the 
cost-of-living adjustment must be the same as that used for adjusting 
the income brackets for federal income tax purposes. 

h. The tax commissioner shall prescribe an optional simplified method of 
computing tax under this section that may be used by an individual 
taxpayer who is not entitled to claim an adjustment under subsection 2 
or credit against income tax liability under subsection 7. 

2. For purposes of this section, "North Dakota taxable income" means the 
federal taxable income of an individual, estate, or trust as computed under 
the Internal Revenue Code of 1986, as amended, adjusted as follows: 

a. Reduced by interest income from obligations of the United States and 
income exempt from state income tax under federal statute or United 
States or North Dakota constitutional provisions. 

b. Reduced by the portion of a distribution from a qualified investment 
fund described in section 57-38-01 which is attributable to investments 
by the qualified investment fund in obligations of the United States, 
obligations of North Dakota or its political subdivisions, and any other 
obligation the interest from which is exempt from state income tax 
under federal statute or United States or North Dakota constitutional 
provisions. 

c. Reduced by the amount equal to the earnings that are passed through 
to a taxpayer in connection with an allocation and apportionment to 
North Dakota under chapter 57-35.3. 

d. Reduced by thirty percent of the excess of the taxpayer's net 
long-term capital gain for the taxable year over the net short-term 
capital loss for that year, as computed for purposes of the Internal 
Revenue Code of 1986, as amended. The adjustment provided by 
this subdivision is allowed only to the extent the net long-term capital 
gain is allocated to this state. 

e. Increased by the amount of a lump sum distribution for which income 
averaging was elected under section 402 of the Internal Revenue 
Code of 1986 [26 U.S.C. 402], as amended. This adjustment does 
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not apply if the taxpayer received the lump sum distribution while a 
nonresident of this state and the distribution is exempt from taxation 
by this state under federal law. 

f. Increased by an amount equal to the losses that are passed through 
to a taxpayer in connection with an allocation and apportionment to 
North Dakota under chapter 57-35.3. 

g. Reduced by the amount received by the taxpayer as payment for 
services performed when mobilized under title 1 O United States Code 
federal service as a member of the national guard or reserve member 
of the armed forces of the United States. This subdivision does not 
apply to federal service while attending annual training, basic military 
training, or professional military education. 

h. Reduced by income from a new and expanding business exempt from 
state income tax under section 40-57 .1-04. 

i. Reduced by interest and income from bonds issued under chapter 
11-37. 

j. Reduced by up to ten thousand dollars of qualified expenses that are 
related to a donation by a taxpayer or a taxpayer's dependent, while 
living, of one or more human organs to another human being for 
human organ transplantation. A taxpayer may claim the reduction in 
this subdivision only once for each instance of organ donation during 
the taxable year in which the human organ donation and the human 
organ transplantation occurs but if qualified expenses are incurred in 
more than one taxable year, the reduction for those expenses must be 
claimed in the year in which the expenses are incurred. For purposes 
of this subdivision: 

(1) "Human organ transplantation" means the medical procedure 
by which transfer of a human organ is made from the body of 
one person to the body of another person. 

(2) "Organ" means all or part of an individual's liver, pancreas, 
kidney, intestine, lung, or bone marrow. 

(3) "Qualified expenses" means lost wages not compensated by 
sick pay and unreimbursed medical expenses as defined for 
federal income tax purposes, to the extent not deducted in 
computing federal taxable income, whether or not the taxpayer 
itemizes federal income tax deductions. 

k. Increased by the amount of the contribution upon which the credit 
under section 57-38-01 .21 is computed, but only to the extent that the 
contribution reduced federal taxable income. 

I. Reduced by the amount of any payment received by a veteran or 
beneficiary of a veteran under section 37-28-03 or 37-28-04. 

m. Reduced by the amount received by a taxpayer that was paid by an 
employer under paragraph 4 of subdivision a of subsection 2 of 
section 57-38-01 .25 to hire the taxpayer for a hard-to-fill position 
under section 57-38-01 .25, but only to the extent the amount received 
by the taxpayer is included in federal taxable income. The reduction 
applies only if the employer is entitled to the credit under section 
57-38-01 .25. The taxpayer must attach a statement from the 
employer in which the employer certifies that the employer is entitled 
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to the credit under section 57-38-01 .25 and which specifically 
identified the type of payment and the amount of the exemption under 
this section. 

n. Reduced by the amount up to a maximum of five thousand dollars, or 
ten thousand dollars if a joint return is filed, for contributions made 
under a higher education savings plan administered by the Bank of 
North Dakota, pursuant to section 6-09-38. 

o. Reduced by the amount of income of a taxpayer, who resides within 
the boundaries of any reservation in this state and who is an enrolled 
member of a federally recognized Indian tribe, from activities or 
sources within the boundaries of any reservation in this state. 

3. Married individuals filing a joint federal income tax return shall file a joint 
state income tax return if the return is filed under this section. If separate 
federal income tax returns are filed, one spouse's state income tax return 
may be filed under this section and the other spouse's income tax return 
may be filed under the other provisions of this chapter. 

4. a. A resident individual, estate, or trust is entitled to a credit against the 
tax imposed under this section for the amount of income tax paid by 
the taxpayer for the taxable year by another state or territory of the 
United States or the District of Columbia on income derived from 
sources in those jurisdictions that is also subject to tax under this 
section. 

b. For an individual, estate, or trust that is a resident of this state for the 
entire taxable year, the credit allowed under this subsection may not 
exceed an amount equal to the tax imposed under this section 
multiplied by a ratio equal to federal adjusted gross income derived 
from sources in the other jurisdiction divided by federal adjusted gross 
income less the amounts under subdivisions a and b of subsection 2. 

c. For an individual, estate, or trust that is a resident of this state for only 
part of the taxable year, the credit allowed under this subsection may 
not exceed the lesser of the following: 

(1) The tax imposed under this chapter multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from North Dakota 
sources less the amounts under subdivisions a and b of 
subsection 2. 

(2) The tax paid to the other jurisdiction multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from sources in the 
other states. 

d. The tax commissioner may require written proof of the tax paid to 
another state. The required proof must be provided in a form and 
manner as determined by the tax commissioner. 

5. Individuals, estates, or trusts that file an amended federal income tax return 
changing their federal taxable income figure for a year for which an election 
to file state income tax returns has been made under this section shall file 
an amended state income tax return to reflect the changes on the federal 
income tax return. 
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6. The tax commissioner may prescribe procedures and guidelines to prevent 
requiring income that had been previously taxed under this chapter from 
becoming taxed again because of the provisions of this section and may 
prescribe procedures and guidelines to prevent any income from becoming 
exempt from taxation because of the provisions of this section if it would 
otherwise have been subject to taxation under the provisions of this 
chapter. 

7. A taxpayer filing a return under this section is entitled to the following tax 
credits: 

a. 

b. 

c. 

d. 

e. 

f. 

g. 

h. 

i. 

j. 

k. 

I. 

m. 

n. 

Family care tax credit under section 57-38-01 .20. 

Renaissance zone tax credits under sections 40-63-04, 40-63-06, and 
40-63-07. 

Agricultural business investment tax credit under section 57-38.6-03. 

Seed capital investment tax credit under section 57-38.5-03. 

Planned gift tax credit under section 57-38-01 .21. 

Biodiesel fuel tax credits under sections 57-38-01 .22 and 57-38-01 .23. 

Internship employment tax credit under section 57-38-01.24. 

Workforce recruitment credit under section 57-38-01 .25. 

Angel fund investment tax credit under section 57-38-01 .26. 

Microbusiness tax credit under section 57-38-01 .27 . 

Marriage penalty credit under section 57-38-01 .28. 

Homestead income tax credit under section 57-38-01 .29. 

Commercial property income tax credit under section 57-38-01 .30. 

Research and experimental expenditures under section 57-38-30.5. 

8. A taxpayer filing a return under this section is entitled to the exemption 
provided under section 40-63-04. 

9. a. If an individual taxpayer engaged in a farming business elects to 
average farm income under section 1301 of the Internal Revenue 
Code [26 U.S.C. 1301], the taxpayer may elect to compute tax under 
this subsection. If an election to compute tax under this subsection is 
made, the tax imposed by subsection 1 for the taxable year must be 
equal to the sum of the following: 

(1) The tax computed under subsection 1 on North Dakota taxable 
income reduced by elected farm income. 

(2) The increase in tax imposed by subsection 1 which would result 
if North Dakota taxable income for each of the three prior 
taxable years were increased by an amount equal to one-third 
of the elected farm income. However, if other provisions of this 
chapter other than this section were used to compute the tax for 
any of the three prior years, the same provisions in effect for 
that prior tax year must be used to compute the increase in tax 
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under this paragraph. For purposes of applying this paragraph 
to taxable years beginning before January 1, 2001, the increase 
in tax must be determined by recomputing the tax in the manner 
prescribed by the tax commissioner . 

b. For purposes of this subsection, "elected farm income" means that 
portion of North Dakota taxable income for the taxable year which is 
elected farm income as defined in section 1301 of the Internal 
Revenue Code of 1986 [26 U.S.C. 1301), as amended, reduced by 
the portion of an exclusion claimed under subdivision d of 
subsection 2 that is attributable to a net long-term capital gain 
included in elected farm income. 

c. The reduction in North Dakota taxable income under this subsection 
must be taken into account for purposes of making an election under 
this subsection for any subsequent taxable year. 

d. The tax commissioner may prescribe rules, procedures, or guidelines 
necessary to administer this subsection. 

10. The tax commissioner may prescribe tax tables, to be used in computing 
the tax according to subsection 1 , if the amounts of the tax tables are 
based on the tax rates set forth in subsection 1. If prescribed by the tax 
commissioner, the tables must be followed by every individual, estate, or 
trust determining a tax under this section. 

SECTION 27. AMENDMENT. Section 57-38-30.5 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38-30.5. Income tax credit for research and experimental expenditures. 
A taxpayer is allowed a credit against the tax imposed under section €i7 38 28, 
57-38-30; or 57-38-30.3 for conducting qualified research in this state. 

1. The amount of the credit for taxpayers that earned or claimed a credit 
under this section in taxable years beginning before January 1, 2007, is 
calculated as follows: 

a. For the first taxable year beginning after December 31, 2006, the 
credit is equal to twenty-five percent of the first one hundred thousand 
dollars of the qualified research expenses for the taxable year in 
excess of the base period research expenses and equal to seven and 
one-half percent of all qualified research expenses for the taxable 
year more than one hundred thousand dollars in excess of the base 
period research expenses. 

b. For the second taxable year beginning after December 31, 2006, the 
credit is equal to twenty-five percent of the first one hundred thousand 
dollars of the qualified research expenses for the taxable year in 
excess of the base period research expenses and equal to eleven 
percent of all qualified research expenses for the taxable year more 
than one hundred thousand dollars in excess of the base period 
research expenses. 

c. For the third taxable year beginning after December 31, 2006, the 
credit is equal to twenty-five percent of the first one hundred thousand 
dollars of the qualified research expenses for the taxable year in 
excess of the base period research expenses and equal to fourteen 
and one-half percent of all qualified research expenses for the taxable 
year more than one hundred thousand dollars in excess of the base 
period research expenses. 
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d. For the fourth through the tenth taxable years beginning after 
December 31, 2006, the credit is equal to twenty-five percent of the 
first one hundred thousand dollars of the qualified research expenses 
for the taxable year in excess of the base period research expenses 
and equal to eighteen percent of all qualified research expenses for 
the taxable year more than one hundred thousand dollars in excess of 
the base period research expenses. 

e. For the eleventh taxable year beginning after December 31, 2006, and 
for each subsequent taxable year in which the taxpayer conducts 
qualified research in this state, the credit is equal to twenty-five 
percent of the first one hundred thousand dollars of the qualified 
research expenses for the taxable year in excess of the base period 
research expenses and equal to eight percent of all qualified research 
expenses for the taxable year more than one hundred thousand 
dollars in excess of the base period research expenses. 

f. The maximum annual credit a taxpayer may obtain under this section 
is two million dollars. Any credit amount earned in the taxable year in 
excess of two million dollars may not be carried back or forward as 
provided in subsection 7. 

2. For taxpayers that have not earned or claimed a credit under this section in 
taxable years beginning before January 1, 2007, and which begin 
conducting qualified research in North Dakota in any of the first four taxable 
years beginning after December 31, 2006, the amount of the credit is equal 
to twenty-five percent of the first one hundred thousand dollars of the 
qualified research expenses for the taxable year in excess of the base 
period research expenses and equal to twenty percent of all qualified 
research expenses for the taxable year more than one hundred thousand 
dollars in excess of the base period research expenses. 

a. This rate applies through the tenth taxable year beginning after 
December 31, 2006. 

b. For the eleventh taxable year beginning after December 31, 2006, and 
for each subsequent taxable year in which the taxpayer conducts 
qualified research in this state, the credit is equal to twenty-five 
percent of the first one hundred thousand dollars of the qualified 
research expenses for the taxable year in excess of the base period 
research expenses and equal to eight percent of all qualified research 
expenses for the taxable year more than one hundred thousand 
dollars in excess of the base period research expenses. 

3. For taxpayers that have not earned or claimed a credit under this section in 
taxable years beginning before January 1, 2007, and which begin 
conducting qualified research in North Dakota in any taxable year following 
the fourth taxable year beginning after December 31, 2006, the amount of 
the credit is equal to twenty-five percent of the first one hundred thousand 
dollars of the qualified research expenses for the taxable year in excess of 
the base period research expenses and equal to eight percent of all 
qualified research expenses for the taxable year more than one hundred 
thousand dollars in excess of the base period research expenses. 

4. For purposes of this section: 

a. "Base period research expenses" means base period research 
expenses as defined in section 41 (c) of the Internal Revenue Code 
[26 U.S.C. 41 (c)), except it does not include research conducted 
outside the state of North Dakota. 
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b. "Director" means the director of the department of commerce division 

of economic development and finance. 

c. "Primary sector business" means a qualified business that through the 
employment of knowledge or labor adds value to a product, process, 
or service. 

d. "Qualified research" means qualified research as defined in 
section 41 (d) of the Internal Revenue Code [26 U.S.C. 41 (d)], except 
it does not include research conducted outside the state of North 
Dakota. 

e. "Qualified research and development company" means a taxpayer 
that is a primary sector business with annual gross revenues of less 
than seven hundred fifty thousand dollars and which has not 
conducted new research and development in North Dakota. 

f. "Qualified research expenses" means qualified research expenses as 
defined in section 41 (b) of the Internal Revenue Code [26 U.S.C. 
41 (bl], except it does not include expenses incurred for basic research 
conducted outside the state of North Dakota. 

5. The credit allowed under this section for the taxable year may not exceed 
the liability for tax under this chapter. 

6. In the case of a taxpayer that is a partner in a partnership or a member in a 
limited liability company, the credit allowed for the taxable year may not 
exceed an amount separately computed with respect to the taxpayer's 
interest in the trade, business, or entity equal to the amount of tax 
attributable to that portion of the taxpayer's taxable income which is 
allocable or apportionable to the taxpayer's interest in the trade, business, 
or entity. 

7. Except as provided in subsection 1, if the amount of the credit determined 
under this section for any taxable year exceeds the limitation under 
subsection 5, the excess may be used as a research credit carryback to 
each of the three preceding taxable years and a research credit carryover 
to each of the fifteen succeeding taxable years. The entire amount of the 
excess unused credit for the taxable year must be carried first to the 
earliest of the taxable years to which the credit may be carried and then to 
each successive year to which the credit may be carried and the amount of 
the unused credit which may be added under this subsection may not 
exceed the taxpayer's liability for tax less the research credit for the taxable 
year. 

8. A taxpayer that is certified as a qualified research and development 
company by the director may elect to sell, transfer, or assign all or part of 
the unused tax credit earned under this section. The director shall certify 
whether a taxpayer that has requested to become a qualified research and 
development company meets the requirements of subsection 4. The 
director shall establish the necessary forms and procedures for certifying 
qualifying research and development companies. The director shall issue 
a certification letter to the taxpayer and the tax commissioner. A tax credit 
can be sold, transferred, or assigned subject to the following: 

a. A taxpayer's total credit assignment under this section may not 
exceed one hundred thousand dollars over any combination of taxable 
years. 
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b. If the taxpayer elects to assign or transfer an excess credit under this 

subsection, the tax credit transferor and the tax credit purchaser jointly 
shall file with the tax commissioner a copy of the purchase agreement 
and a statement containing the names, addresses, and taxpayer 
identification numbers of the parties to the transfer, the amount of the 
credit being transferred, the gross proceeds received by the 
transferor, and the taxable year or years for which the credit may be 
claimed. The taxpayer and the purchaser also shall file a document 
allowing the tax commissioner to disclose tax information to either 
party for the purpose of verifying the correctness of the transferred tax 
credit. The purchase agreement, supporting statement, and waiver 
must be filed within thirty days after the date the purchase agreement 
is fully executed. 

c. The purchaser of the tax credit shall claim the credit beginning with 
the taxable year in which the credit purchase agreement was fully 
executed by the parties. A purchaser of a tax credit under this section 
has only such rights to claim and use the credit under the terms that 
would have applied to the tax credit transferor, except the credit 
purchaser may not carry back the credit as otherwise provided in this 
section. This subsection does not limit the ability of the tax credit 
purchaser to reduce the tax liability of the purchaser, regardless of the 
actual tax liability of the tax credit transferor. 

d. The original purchaser of the tax credit may not sell, assign, or 
otherwise transfer the credit purchased under this section. 

e. If the amount of the credit available under this section is changed as a 
result of an amended return filed by the transferor, or as the result of 
an audit conducted by the internal revenue service or the tax 
commissioner, the transferor shall report to the purchaser the adjusted 
credit amount within thirty days of the amended return or within thirty 
days of the final determination made by the internal revenue service 
or the tax commissioner. The tax credit purchaser shall file amended 
returns reporting the additional tax due or claiming a refund as 
provided in section 57-38-38 or 57-38-40, and the tax commissioner 
may audit these returns and assess or issue refunds, even though 
other time periods prescribed in these sections may have expired for 
the purchaser. 

f. Gross proceeds received by the tax credit transferor must be assigned 
to North Dakota. The amount assigned under this subsection cannot 
be reduced by the taxpayer's income apportioned to North Dakota or 
any North Dakota net operating loss of the taxpayer. 

g. The tax commissioner has four years after the date of the credit 
assignment to audit the returns of the credit transferor and the 
purchaser to verify the correctness of the amount of the transferred 
credit and if necessary assess the credit purchaser if additional tax is 
found due. This subdivision does not limit or restrict any other time 
period prescribed in this chapter for the assessment of tax. 

h. The tax commissioner may adopt rules to permit verification of the 
validity and timeliness of the transferred tax credit. 

9. If a taxpayer acquires or disposes of the major portion of a trade or 
business or the major portion of a separate unit of a trade or business in a 
transaction with another taxpayer, the taxpayer's qualified research 
expenses and base period must be adjusted in the manner provided by 
section 41 (1)(3) of the Internal Revenue Code (26 U.S.C. 41 (1)(3)]. 
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10. If a taxpayer entitled to the credit provided by this section is a member of a 

group of corporations filing a North Dakota consolidated tax return using 
the combined reporting method, the credit may be claimed against the 
aggregate North Dakota tax liability of all the corporations included in the 
North Dakota consolidated return. This section does not apply to tax 
credits received or purchased under subsection 8. 

11. An individual, estate, or trust that purchases a credit under this section is 
entitled to claim the credit against state income tax liability under section 
67 as 29 er 57-38-30.3. 

12. A partnership, subchapter S corporation, limited partnership, limited liability 
company, or any other passthrough entity entitled to the credit under this 
section must be considered to be the taxpayer for purposes of calculating 
the credit. The amount of the allowable credit must be determined at the 
passthrough entity level. The total credit determined at the entity level 
must be passed through to the partners, shareholders, or members in 
proportion to their respective interests in the passthrough entity. An 
individual taxpayer may take the credit passed through under this 
subsection against the individual's state income tax liability under seelieAs 
67 as 29 aAa 67 as ae section 57-38-30.3. 

SECTION 28. AMENDMENT. Subdivision b of subsection 1 of section 
57-38-40 of the North Dakota Century Code is amended and reenacted as follows: 

b. An individual who filed a return of income as a resident of this state 
and is assessed tax by another state or territory of the United States 
or the District of Columbia on that income after the time for filing a 
claim has expired under this section is entitled to a credit or refund for 
the amount of tax paid to the other jurisdiction, not including penalty or 
interest, as provided under subsection 2 er 6 el seelieA 67 as 94 1 or 
s1,1eseelieA 1 of section 57-38-30.3, notwithstanding the time 
limitations of this section. The claim for the credit or refund under this 
subdivision must be submitted to the commissioner within one year 
from the date the taxes were paid to the other jurisdiction. The 
taxpayer must submit sufficient proof to show entitlement to a credit or 
refund under this subdivision. 

SECTION 29. AMENDMENT. Section 57-38.5-03 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38.5-03. Seed capital Investment tax credit. If a taxpayer makes a 
qualified investment in a qualified business, the taxpayer is entitled to a credit against 
state income tax liability under section 67 as 29, 57-38-30, or 57-38-30.3. 

1. The amount of the credit to which a taxpayer is entitled is forty-five percent 
of the amount invested by the taxpayer in qualified businesses during the 
taxable year. 

2. The maximum annual credit a taxpayer may claim under this section is not 
more than one hundred twelve thousand five hundred dollars. This 
subsection may not be interpreted to limit additional investment by a 
taxpayer for which that taxpayer is not applying for a credit. 

3. Any amount of credit under subsection 1 not allowed because of the 
limitation in subsection 2 may be carried forward for up to four taxable 
years after the taxable year in which the investment was made. 

4. A passthrough entity that invests in a qualified business must be 
considered to be the taxpayer for purposes of the investment limitations in 
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this section and the amount of the credit allowed with respect to a 
passthrough entity's investment in a qualified business must be determined 
at the passthrough entity level. The amount of the total credit determined 
at the passthrough entity level must be allowed to the members in 
proportion to their respective interests in the passthrough entity . 

5. An investment made in a qualified business from the assets of a retirement 
plan is deemed to be the retirement plan participant's investment for the 
purpose of this chapter if a separate account is maintained for the plan 
participant and the participant directly controls where the account assets 
are invested. 

6. The investment must be made on or after the certification effective date 
and must be at risk in the business to be eligible for the tax credit under 
this section. An investment for which a credit is received under this section 
must remain in the business for at least three years. Investments placed in 
escrow do not qualify for the credit. 

7. The entire amount of an investment for which a credit is claimed under this 
section must be expended by the qualified business for plant, equipment, 
research and development, marketing and sales activity, or working capital 
for the qualified business. 

8. A taxpayer who owns a controlling interest in the qualified business or who 
receives more than fifty percent of the taxpayer's gross annual income from 
the qualified business is not entitled to a credit under this section. A 
member of the immediate family of a taxpayer disqualified by this 
subsection is not entitled to the credit under this section. For purposes of 
this subsection, "immediate family" means the taxpayer's spouse, parent, 
sibling, or child or the spouse of any such person . 

9. The tax commissioner may disallow any credit otherwise allowed under this 
section if any representation by a business in the application for 
certification as a qualified business proves to be false or if the taxpayer or 
qualified business fails to satisfy any conditions under this section or any 
conditions consistent with this section otherwise determined by the tax 
commissioner. The commissioner has four years after the due date of the 
return or after the return was filed, whichever period expires later, to audit 
the credit and assess additional tax that may be found due to failure to 
comply with the provisions of this chapter. The amount of any credit 
disallowed by the tax commissioner that reduced the taxpayer's income tax 
liability for any or all applicable tax years, plus penalty and interest as 
provided under section 57-38-45, must be paid by the taxpayer. 

10. An angel fund that invests in a qualified business must be considered to be 
the taxpayer for purposes of the investment limitations in this section. The 
amount of the credit allowed with respect to an angel fund's investment in a 
qualified business must be determined at the angel fund level. The amount 
of the total credit determined at the angel fund level must be allowed to the 
investors in the angel fund in proportion to the investor's respective 
interests in the fund. An angel fund that is subject to the tax imposed 
under chapter 57-38 is not eligible for the investment tax credit under this 
chapter. 

SECTION 30. AMENDMENT. Section 57-38.6-03 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38.6-03. Agricultural business Investment tax credit. If a taxpayer 
makes a qualified investment in a qualified business, the taxpayer is entitled to a credit 
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against state income tax liability as determined under section 67 38 28, 57-38-30, or 
5 7-38-30 .3. 

1. The amount of the credit to which a taxpayer is entitled is thirty percent of 
the amount invested by the taxpayer in qualified businesses during the 
taxable year. 

2. The maximum annual credit a taxpayer may obtain under this section is 
fifty thousand dollars and no taxpayer may obtain more than two hundred 
fifty thousand dollars in credits under this section over any combination of 
taxable years. This subsection may not be interpreted to limit additional 
investment by a taxpayer for which that taxpayer is not applying for a 
credit. 

3. The credit under this section may not exceed the liability for tax under 
chapter 57-38. If the amount of credit under this section exceeds the 
liability for tax, the excess may be carried forward for up to ten taxable 
years after the taxable year in which the investment was made. 

4. A partnership, subchapter S corporation, limited liability company that for 
tax purposes is treated like a partnership, or any other passthrough entity 
that invests in a qualified business must be considered to be the taxpayer 
for purposes of the investment limitations in this section and, except for the 
tax liability limitation under subsection 2, the amount of the credit allowed 
with respect to the passthrough entity's investment in a qualified business 
must be determined at the passthrough entity level. The amount of the 
total credit determined at the passthrough entity level must be allowed to 
the passthrough entity's owners, in proportion to their respective ownership 
interests in the passthrough entity. 

5. An investment made in a qualified business from the assets of a retirement 
plan is deemed to be the retirement plan participant's investment for the 
purposes of this chapter ii a separate account is maintained for the plan 
participant and the participant directly controls where the account assets 
are invested. 

6. The investment must be made on or after the certification effective date 
and must be at risk in the business to be eligible for the tax credit under 
this section. A qualified investment must be in the form of a purchase of 
ownership interests or the right to receive payment of dividends from the 
business. An investment for which a credit is received under this section 
must remain in the business for at least three years. An investment placed 
in escrow does not qualify for the credit. 

7. The entire amount of an investment for which a credit is claimed under this 
section must be expended by the qualified business for plant, equipment, 
research and development, marketing and sales activity, or working capital 
for the qualified business. Real property that qualifies as an investment 
must be used in, and be an integral part of, the qualified business's North 
Dakota business operations. 

8. If the investment is a contribution of real property: 

a. The value of the contribution may not exceed the appraised value as 
established by a licensed or certified appraiser licensed or certified 
under the requirements of sections 43-23.3-04, 43-23.3-04.1, 
43-23.3-05, 43-23.3-06, 43-23.3-07, 43-23.3-08, 43-23.3-09, 
43-23.3-1 o, 43-23.3-11, and 43-23.3-12. 
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The value of the contribution must be approved by the governing body :): 
of the qualified business applying the valuation standards set forth in 
subsection 3 of section 10-19.1-63. 

c. The qualified business receiving the contribution of real property shall 
provide to the tax commissioner a copy of the appraised valuation, a 
copy of the governing body's resolution approving the value of the 
contribution, and a copy of the statement of full consideration within 
thirty days after the instrument transferring title to the real property is 
recorded with the register of deeds as provided in chapter 47-19. 

d. A taxpayer making a contribution of real property is entitled to the tax 
credit in the taxable year in which the instrument transferring title to 
the real property is recorded with the register of deeds as provided in 
chapter 47-19. 

9. The tax commissioner may disallow any credit otherwise allowed under this 
section if any representation by a business in the application for 
certification as a qualified business proves to be false or if the taxpayer or 
qualified business fails to satisfy any conditions under this section or any 
conditions consistent with this section otherwise determined by the tax 
commissioner. The amount of any credit disallowed by the tax 
commissioner that reduced the taxpayer's income tax liability for any or all 
applicable tax years, plus penalty and interest provided under section 
57-38-45, must be paid by the taxpayer. 

SECTION 31. AMENDMENT. Subsection 3 of section 57-51-15 of the North 
Dakota Century Code as amended by House Bill No. 1304, as approved by the 
sixty-first legislative assembly, is amended and reenacted as follows: 

3. The amount to which each county is entitled under subsection 2 must be 
allocated within the county so the first let:if five million sil! three hundred 
fifty thousand dollars is allocated under subsection 4 for each fiscal year 
and any amount received by a county exceeding let:if five million silt three 
hundred !iftY thousand dollars is credited by the county treasurer to the 
county infrastructure fund and allocated under subsection 5. 

SECTION 32. REPEAL. Sections 57-38-01.2, 57-38-01 .18, 57-38-02, 
57-38-06.1, 57-38-29, 57-38-29.2, 57-38-30.4, 57-38-67, 57-38-68, 57-38-69, and 
57-38-70 of the North Dakota Century Code are repealed. 

SECTION 33. LEGISLATIVE COUNCIL STUDY. During the 2009-10 interim, 
the legislative council shall consider studying corporate income taxes, with emphasis on 
the Uniform Division of Income Tax Act and the apportionment formula applied to 
multistate corporations doing business in North Dakota and the impact of how other 
states have adjusted apportionment factors under the Act. The legislative council shall 
report its findings and recommendations, together with any legislation required to 
implement the recommendations, to the sixty-second legislative assembly. 

SECTION 34. LEGISLATIVE COUNCIL STUDY. During the 2009-10 interim, 
the legislative council shall consider studying the feasibility and desirability of providing 
a homestead credit for all North Dakota residential property owners and occupants. 
The legislative council shall report its findings and recommendations, together with any 
legislation required to implement the recommendations, to the sixty-second legislative 
assembly. 

SECTION 35. EFFECTIVE DA TE. This Act is effective for taxable years 
beginning after December 31, 2008, except section 31 of this Act, which is effective for 
taxable events occurring after June 30, 2009." 
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REPORT OF CONFERENCE COMMITTEE 
HB 1324, as reengrossed: Your conference committee (Sens. Miller, Cook, Anderson and 

Reps. Belter, Headland, S. Kelsh) recommends that the SENATE RECEDE from the 
Senate amendments on HJ pages 1220-1242, adopt amendments as follows, and 
place HB 1324 on the Seventh order: 

That the Senate recede from its amendments as printed on pages 1220-1242 of the House 
Journal and pages 1037-1059 of the Senate Journal and that Reengrossed House Bill 
No. 1324 be amended as follows: 

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and 
reenact subsection 1 of section 6-09.8-01, subsection 4 of section 10-33-124, 
subsection 5 of section 11-37-08, sections 27-17-06 and 37-28-07, subsections 1 and 3 
of section 40-63-04, section 40-63-06, subsection 4 of section 40-63-07, subsections 1 
and 2 of section 57-38-01 .7, subsections 1 and 4 of section 57-38-01 .8, sections 
57-38-01 .14, 57-38-01 .16, and 57-38-01 .17, subsection 1 of section 57-38-01 .20, 
subsections 2 and 4 of section 57-38-01 .21, sections 57-38-01 .22, 57-38-01 .23, 
57-38-01 .24, 57-38-01 .25, and 57-38-01 .26, subsection 6 of section 57-38-01 .27, 
subsection 1 of section 57-38-01 .29, subsection 1 of section 57-38-01 .30, section 
57-38-04, subsection 2 of section 57-38-08.1, sections 57-38-30.3 and 57-38-30.5, 
subdivision b of subsection 1 of section 57-38-40, sections 57-38.5-03 and 57-38.6-03, 
and subsection 3 of section 57-51-15 of the North Dakota Century Code, relating to 
elimination of the optional long-form individual, estate, and trust income tax return and 
allocation of oil and gas gross production tax revenues to political subdivisions: to 
repeal sections 57-38-01 .2, 57-38-01 .18, 57-38-02, 57-38-06.1, 57-38-29, 57-38-29.2, 
57-38-30.4, 57-38-67, 57-38-68, 57-38-69, and 57-38-70 of the North Dakota Century 
Code, relating to elimination of the optional long-form individual, estate, and trust 
income tax return; to provide for legislative council studies; and to provide an effective 
date. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Subsection 1 of section 6-09.8-01 of the North 
Dakota Century Code is amended and reenacted as follows: 

(21 DESK, (2) COMM 

1. "Beginning farmer" means a 19eFseA an individual who qualifies as a 
beginning farmer uAdeF sul3seelieA 2 el seelieA !i7 as 67 who: 

a. Is a resident of this state: 

b. Receives more than half of that person's gross annual income from 
farming, unless the person initially commences farming during the 
year of the application under this chapter; 

c. Intends to use any farmland to be purchased or rented for agricultural 
purposes: 

d. Is adequately trained by education in the type of farming operation 
which the person wishes to begin on the purchased or rented land 
referred to in subdivision c through satisfactory participation in the 
adult farm management education program of the state board for 
career and technical education or an equivalent program approved by 
the agriculture commissioner: and 

e. Has, including the net worth of any dependents and spouse. a net 
worth of less than one hundred thousand dollars, not including the 
value of their equity in their principal residence, the value of one 
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personal or family motor vehicle, and the value of their household 
goods, including furniture, appliances, musical instruments, clothing, 
and other personal belongings. 

SECTION 2. AMENDMENT. Subsection 4 of section 10-33-124 of the North 
Dakota Century Code is amended and reenacted as follows: 

4. a. AR iRdi•,idual er a ~ corporation that buys membership in, or pays 
dues or contributes to, a nonprofit development corporation is entitled 
to an income tax credit against the tax liability under section 57-38-30 
equal to twenty-five percent of the amount paid. 

b. This credit may not be claimed by aR iRdiYidual whe eleels le lile aR 
iReeFRe lalE relurR uRder seelieR e7 as a1:1.a er ey a corporation that is 
recognized as a subchapter S corporation under section 57-38-01 .4. 

c. No taxpayer is entitled to more than two thousand dollars in total 
income tax credits under this section. 

d. The amount of the credit under this section in excess of the 
taxpayer's income tax liability may be carried forward for up to seven 
taxable years. 

SECTION 3. AMENDMENT. Subsection 5 of section 11-37-08 of the North 
Dakota Century Code is amended and reenacted as follows: 

5. Bonds issued by a commerce authority under this section are declared to 
be issued for an essential public government purpose, and together with 
interest and income on the bonds, are exempt from all individual and 
corporate taxes imposed under sections 57-35.3-03, e7 as 29, 57-38-30, 
and 57-38-30.3. 

SECTION 4. AMENDMENT. Section 27-17-06 of the North Dakota Century 
Code is amended and reenacted as follows: 

27-17-06. Immediate wlthdrawal of present active Judges from Judges 
retirement fund. 

(2) DESK, (2) COMM 

_l. From and after July 1, 1973, each judge of the supreme or district court 
serving on that date and each former judge of the supreme or district 
court, not receiving judicial retirement salary, may elect to withdraw the 
judge's previous contributions made pursuant to this chapter, and 
thereafter not participate in a judicial retirement program provided for by 
law. This option ceases to be available and may not be exercised after 
June 30, 1975. If a judge selects this option, the judge is entitled to 
receive the combined total of the following sums: 

4-, a. The entire amount of the judge's previous contributions made 
pursuant to this chapter, to be calculated to the date of election under 
this section; plus 

2-, ~ An amount calculated by applying the vesting schedule set forth in 
section 54-52-11 to an amount equal to sixty percent of the judge's 
individual contributions as calculated in subsection 1, plus earnings 
thereon as calculated in subsection 3; plus 
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a-, c. An amount calculated by applying the figure .05625 to the periodic 
annual or partial annual balances in the individual judge's account 
during the judge's years of service prior to selecting the option 
provided by this section. The figure applied pursuant to this 
s1:1eseelieR subdivision must be compounded annually. 

2. The total amounts received pursuant to this section may not be considered 
taxable income for the purposes of chapter 57-38 aREl R'lay ee lreatea as 
an a88itional adjustFRent r:eBtJeing tRe amount ef ta>EaBle ineoffle in 
aaailieR te tliese ~ro,;iaea iR seelioR §7 as 91 .2. Selection of the option 
provided by this section must be made in writing to the director of the 
office of management and budget. 

SECTION 5. AMENDMENT. Section 37-28-07 of the North Dakota Century 
Code is amended and reenacted as follows: 

37-28-07. Payments exempt from taxation and from execution -
Assignments void - Debts to state and political subdivisions not deducted. 
Payments under this chapter are exempt from all state and local taxes, including taxes 
determined under section §7 as 29 er 57-38-30.3, and from levy, garnishment, 
attachment, and sale on execution. Any pledge, mortgage, sale, assignment, or 
transfer of any right, claim, or interest in any claim or payment under this chapter is 
void and payment to the veteran may not be denied because of any sums owed to the 
state or any political subdivisions, except as provided in section 37-26-05. 

SECTION 6. AMENDMENT. Subsections 1 and 3 of section 40-63-04 of the 
North Dakota Century Code are amended and reenacted as follows: 

1. An individual taxpayer who purchases or rehabilitates single-family 
residential property for the individual's primary place of residence as a 
zone project is exempt from up to ten thousand dollars of personal income 
tax liability as determined under section §7 as 29 er 57-38-30.3 for five 
taxable years beginning with the date of occupancy or completion of 
rehabilitation. 

3. If the cost of a new business purchase or expansion of an existing 
business, approved as a zone project, exceeds seventy-five thousand 
dollars, and the business is located in a city with a population of not more 
than two thousand five hundred, an individual taxpayer may, in lieu of the 
exemption provided in subsection 2, elect to take an income tax exemption 
of up to two thousand dollars of personal income tax liability as determined 
under section e7 as 29 er 57-38-30.3. The election must be made on the 
taxpayer's zone project application. The election is irrevocable and 
binding for the duration of the exemptions provided in subsection 2 or this 
subsection. If no election is made on the zone project application, the 
taxpayer is only eligible for the exemption provided in subsection 2. 

SECTION 7. AMENDMENT. Section 40-63-06 of the North Dakota Century 
Code is amended and reenacted as follows: 

40-63-06. Historic preservation and renovation tax credit. A credit against 
state tax liability as determined under sections 57-35.3-03, §7 as 29, 57-38-30, and 
57-38-30.3 is allowed for investments in the historic preservation or renovation of 
property within the renaissance zone. The amount of the credit is twenty-five percent 
of the amount invested, up to a maximum of two hundred fifty thousand dollars. The 
credit may be claimed in the year in which the preservation or renovation is completed. 
Any excess credit may be carried forward for a period of up to five taxable years. 
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SECTION 8. AMENDMENT. Subsection 4 of section 40-63-07 of the North 
Dakota Century Code is amended and reenacted as follows: 

4. A credit against state tax liability as determined under section 57-35.3-03, 
Ii? as 29, 57-38-30, or 57-38-30.3 is allowed for investments in a 
renaissance fund organization. The amount of the credit is fifty percent of 
the amount invested in the renaissance fund organization during the 
taxable year. Any amount of credit which exceeds a taxpayer's tax liability 
for the taxable year may be carried forward for up to five taxable years 
after the taxable year in which the investment was made. 

SECTION 9. AMENDMENT. Subsections 1 and 2 of section 57-38-01 .7 of the 
North Dakota Century Code are amended and reenacted as follows: 

1. At the election of the taxpayer, there must be allowed, subject to the 
applicable limitations provided in this subsection, as a credit against the 
income tax iA1posoel 13y !his ohaplor liability under section 57-38-30 for the 
taxable year, an amount equal to fifty percent of the aggregate amount of 
charitable contributions made by the taxpayer during the year to nonprofit 
private institutions of higher education located within the state or to the 
North Dakota independent college fund. 

a-: In tRo ease ef a ta>EJ3ayor ether tRan a eerJ3oration, tRe aA101::1nt 
allowaBle as a eredit 1:JA8or U=1is s1:Jbsootion for any ta>cable year A1ay 
not e>ceeea forty J3ereent of tRe taMf3ayer's total inooffle ta>c 1:1ndor this 
eRaJ3tor for tRe yoarl or Ptve R1:1netre8 fifty etollars, 1,-.1Riohovor is less. 

Ir. In !he ease of a eorporalion, !he The amount allowable as a credit 
under this subsection for any taxable year may not exceed twenty 
percent of the corporation's total income tax under this chapter for the 
year, or two thousand five hundred dollars, whichever is less. 

2. At the election of the taxpayer, there must be allowed, subject to the 
applicable limitations provided in this subsection, as a credit against the 
income tax iA1posea 13y !his ehapler liability under section 57-38-30 for the 
taxable year, an amount equal to fifty percent of the aggregate amount of 
charitable contributions made by the taxpayer during the year directly to 
nonprofit private institutions of secondary education, located within the 
state. 

a-: In tRe ease of a ta>cJ3ayer ether tt~an a oorJ3oration, tR~ af'.flo1:1nt 
allewalale as a erodit 1:1n8er tRis s1::1bseotion for any ta>cable year Fnay 
not e1Eeee8 forty J3eroent of tl=le ta1cJ3ayer's total inooA1e ta>E under this 
ohaplor for tho year, or two ht1nelrea filly aollars, whioho>Jor is less. 

Ir. In !ho ease el a oerpoFalien, !he The amount allowable as a credit 
under this subsection for any taxable year may not exceed twenty 
percent of the corporation's total income tax under this chapter for the 
year, or two thousand five hundred dollars, whichever is less. 

SECTION 10. AMENDMENT. Subsections 1 and 4 of section 57-38-01.8 of 
the North Dakota Century Code are amended and reenacted as follows: 

(21 DESK, (2) COMM 

1. Aft'/ 8 taxpayer filing a North Dakota income tax return pursuant to the 
provisions of this chapter may claim a credit against the tax liability under 
section 57-38-30 for the cost of a geothermal, solar, wind, or biomass 
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4. 

energy device installed before January 1, 2011, in a building or on 
property owned or leased by the taxpayer in North Dakota. The credit 
provided in this section for a device installed before January 1, 2001, must 
be in an amount equal to five percent per year for three years, and for a 
device installed after December 31, 2000, must be in an amount equal to 
three percent per year for live years of the actual cost of acquisition and 
installation of the geothermal, solar, wind, or biomass energy device and 
must be subtracted from any income tax liability of the taxpayer as 
determined pursuant to the provisions of this chapter. 

A partnership, subchapter S corporation, limited partnership, limited 
liability company, or any other passthrough entity that installs a 
geothermal, solar, wind, or biomass energy device in a building or on 
property owned or leased by the passthrough entity must be considered to 
be the taxpayer for purposes of this section, and the amount of the credit 
allowed with respect to the entity's investments must be determined at the 
passthrough entity level. The amount of the total credit determined at the 
entity level must be passed through to the corporate partners, 
shareholders, or members in proportion to their respective interests in the 
passthrough entity. 

SECTION 11. AMENDMENT. Section 57-38-01.14 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.14. No gain recognized on property subject to eminent domain 
sale or transfer. If any private property, through the exercise of eminent domain, is 
involuntarily converted into property of either like or unlike kind, no gain, either ordinary 
or capital, may be recognized for corporate income tax purposes. 

SECTION 12. AMENDMENT. Section 57-38-01 .16 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.16. Income tax credit for employment of developmentally 
disabled or chronically mentally Ill persons. Aft,;- 8 taxpayer filing an income tax 
return under this chapter, eiEee13t a Fet1:1FA 0A whieh liability is eleten'AiAeel 1:1AeleF seetioA 
§7 as ae.a, may claim a credit against the tax liability imposed under section 57-38-30 
for a portion of the wages paid to a developmentally disabled or chronically mentally ill 
employee. The credit allowed under this section equals live percent of up to six 
thousand dollars in wages paid during the first twelve months of employment by the 
taxpayer for each developmentally disabled or chronically mentally ill employee of the 
taxpayer. Only wages actually paid during the taxpayer's taxable year may be 
considered for purposes of this section. An employee of a subcontractor is considered 
an employee of the contractor to the extent of any wages paid under the contract. 

The total of credits allowed under this section may not exceed fifty percent of 
the taxpayer's liability under this chapter. 

SECTION 13. AMENDMENT. Section 57-38-01.17 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.17. Credit for Investments In development corporations. Af+ 
iAeliviel1:1al, estate, IF1:1st, OF fl corporation is allowed, as a credit against a tax otherwise 
due under section 157 as 29 er 57-38-30, the credit for buying membership in, or paying 
dues or contributions to, a certified nonprofit development corporation as provided in 
section 1 0-33-124. 
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SECTION 14. AMENDMENT. Subsection 1 of section 57-38-01 .20 of the 
North Dakota Century Code is amended and reenacted as follows: 

1. An individual is entitled to a credit against the tax imposed under section 
e7 as 29 er 57-38-30.3 in the amount of qualified care expenses under 
this section paid by the individual for the care of a qualifying family 
member during the taxable year. 

SECTION 15. AMENDMENT. Subsections 2 and 4 of section 57-38-01 .21 of 
the North Dakota Century Code are amended and reenacted as follows: 

2. An individual is allowed a tax credit against the tax imposed by section 
e7 as 29 er 57-38-30.3 in an amount equal to forty percent of the present 
value of the aggregate amount of the charitable gift portion of planned gifts 
made by the taxpayer during the year to a qualified nonprofit organization 
or qualified endowment. The maximum credit that may be claimed under 
this subsection for contributions made in a taxable year is ten thousand 
dollars, or twenty thousand dollars for married individuals filing a joint 
return. The credit allowed under this section may not exceed the 
taxpayer's income tax liability. 

4. An estate or trust is allowed a tax credit in an amount equal to forty 
percent of a charitable gift to a qualified endowment. The maximum credit 
allowed under this subsection for contributions made in a taxable year is 
ten thousand dollars. The allowable credit must be apportioned to the 
estate or trust and to its beneficiaries on the basis of the income of the 
estate or trust allocable to each, and the beneficiaries may claim their 
share of the credit against the tax imposed by section e7 as 29, 57-38-30, 
or 57-38-30.3. A beneficiary may claim the credit only in the beneficiary's 
taxable year in which the taxable year of the estate or trust ends. 
Subsections 6 and 7 apply to the estate or trust and its beneficiaries with 
respect to their respective shares of the apportioned credit. 

SECTION 16. AMENDMENT. Section 57-38-01.22 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.22. Income tax credit for blending of blodlesel fuel. A fuel 
supplier licensed pursuant to section 57-43.2-05 who blends biodiesel fuel is entitled to 
a credit against tax liability determined under section e7 as 29, 57-38-30, or 
57-38-30.3 in the amount of five cents per gallon [3.79 liters] of biodiesel fuel of at least 
five percent blend, otherwise known as B5. For purposes of this section, "biodiesel" 
means fuel meeting the specifications adopted by the American society for testing and 
materials. The credit under this section may not exceed the taxpayer"s liability as 
determined under this chapter for the taxable year and each year's unused credit 
amount may be carried forward for up to five taxable years. 

A partnership, subchapter S corporation, limited partnership, limited liability 
company, or any other passthrough entity entitled to the credit under this section must 
be considered to be the taxpayer for purposes of this section, and the amount of the 
credit allowed must be determined at the passthrough entity level. The amount of the 
total credit determined at the entity level must be passed through to the partners, 
shareholders, or members in proportion to their respective interests in the passthrough 
entity. 

SECTION 17. AMENDMENT. Section 57-38-01 .23 of the North Dakota 
Century Code is amended and reenacted as follows: 
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57-38-01.23. Income tax credit for blodlesel sales equipment costs. A 
seller of biodiesel fuel is entitled to a credit against tax liability determined under 
section §7 as 20, 57-38-30; or 57-38-30.3 in the amount of ten percent per year for five 
years of the biodiesel fuel seller's direct costs incurred after December 31, 2004, to 
adapt or add equipment to a facility, licensed under section 57-43.2-05, to enable the 
facility to sell diesel fuel containing at least two percent biodiesel fuel by volume. For 
purposes of this section, "biodiesel fuel" means fuel meeting the specifications adopted 
by the American society for testing and materials. The credit under this section may 
not exceed a taxpayer's liability as determined under this chapter for the taxable year 
and each year's unused credit amount may be carried forward for up to five taxable 
years. A biodiesel fuel seller is limited to fifty thousand dollars in the cumulative 
amount of credits under this section for all taxable years. A biodiesel fuel seller may 
not claim a credit under this section for any taxable year before the taxable year in 
which the facility begins selling biodiesel fuel containing at least two percent biodiesel 
fuel by volume, but eligible costs incurred before the taxable year sales begin may be 
claimed for purposes of the credit under this section for taxable years on or after the 
taxable year sales of biodiesel fuel begin. 

A partnership, subchapter S corporation, limited partnership, limited liability 
company, or any other passthrough entity entitled to the credit under this section must 
be considered to be the taxpayer for purposes of this section, and the amount of the 
credit allowed must be determined at the passthrough entity level. The amount of the 
total credit determined at the entity level must be passed through to the partners, 
shareholders, or members in proportion to their respective interests in the passthrough 
entity. 

SECTION 18. AMENDMENT. Section 57-38-01 .24 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.24. Internship employment tax credit. 

1. A taxpayer that is an employer within this state is entitled to a credit as 
determined under this section against state income tax liability under 
section §7 as 20, 57-38-30; or 57-38-30.3 for qualified compensation paid 
to an intern employed in this state by the taxpayer. To qualify for the credit 
under this section, the internship program must meet the following 
qualifications: 

a. The intern must be an enrolled student in an institution of higher 
education or vocational technical education program who is seeking a 
degree or a certification of completion in a major field of study closely 
related to the work experience performed for the taxpayer; 

b. The internship must be taken for academic credit or count toward the 
completion of a vocational technical education program; 

c. The intern must be supervised and evaluated by the taxpayer; and 

d. The internship position must be located in this state. 

2. The amount of the credit to which a taxpayer is entitled is ten percent of 
the stipend or salary paid to a college intern employed by the taxpayer. A 
taxpayer may not receive more than three thousand dollars in total credits 
under this section for all taxable years combined. 

a. The tax credit under this section applies to a stipend or salary for not 
more than five interns employed at the same time. 
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b. A partnership, subchapter S corporation, or limited liability company 
that for tax purposes is treated like a partnership that is entitled to the 
credit under this section must be considered to be the taxpayer for 
purposes of calculating the credit. The amount of the allowable credit 
must be determined at the passthrough entity level. The total credit 
determined at the entity level must be passed through to the partners, 
shareholders, or members in proportion to their respective interests in 
the passthrough entity. 

SECTION 19. AMENDMENT. Section 57-38-01 .25 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.25. Workforce recruitment credit for hard-to-fill employment 
positions. A taxpayer that is an employer in this state is entitled to a credit as 
determined under this section against state income tax liability under section e7 as 29, 
57-38-30, or 57-38-30.3 for costs the taxpayer incurred during the tax year to recruit 
and hire employees for hard-to-fill employment positions within this state for which the 
annual salary for the position meets or exceeds the state average wage. 

(2) DESK, (2) COMM 

1. The amount of the credit to which a taxpayer is entitled is five percent of 
the salary paid for the first twelve consecutive months to the employee 
hired for the hard-to-fill employment position. To qualify for the credit 
under this section, the employee must be employed by the taxpayer in the 
hard-to-fill employment position for twelve consecutive months. 

2. For purposes of this section: 

a. "Extraordinary recruitment methods" means using all of the following: 

(1) A person with the exclusive business purpose of recruiting 
employees and for which a fee is charged by that recruiter. 

(2) An advertisement in a professional trade journal, magazine, or 
other publication, the main emphasis of which is providing 
information to a particular trade or profession. 

(3) A web site, the sole purpose of which is to recruit employees 
and for which a fee is charged by the web site. 

(4) Payment of a signing bonus, moving expenses, or nontypical 
fringe benefits. 

b. "Hard-to-fill employment position" means a job that requires the 
employer to use extraordinary recruitment methods and for which the 
employer's recruitment efforts for the specific position have been 
unsuccessful for six consecutive calendar months. 

c. "State average wage" means one hundred twenty-five percent of the 
state average wage published annually by job service North Dakota 
and which is in effect at the time the employee is hired. 

3. The taxpayer may claim the credit in the first tax year beginning after the 
employee hired for the hard-to-fill position has completed the employee's 
first twelve consecutive months of employment in the hard-to-fill position 
with the taxpayer. 
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4. The credit under this section may not exceed a taxpayer's liability for the 
taxable year as determined under this chapter. Any amount of unused 
credit may be carried forward for up to four taxable years after the taxable 
year in which the credit could initially be claimed. 

5. A partnership, subchapter S corporation, or limited liability company that 
for tax purposes is treated like a partnership that is entitled to the credit 
under this section must be considered to be the taxpayer for purposes of 
this section and the amount of the credit allowed must be determined at 
the passthrough entity level. The amount of the total credit determined at 
the passthrough entity level must be allowed to the members in proportion 
to their respective interests in the passthrough entity. 

SECTION 20. AMENDMENT. Section 57-38-01.26 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-38-01.26. Angel fund Investment tax credit. A taxpayer is entitled to a 
credit against state income tax liability under section §7 as ae, 57-38-30, or 57-38-30.3 
for an investment made in an angel fund that is incorporated in this state. The angel 
fund must be in compliance with the securities laws of this state for the investment to 
qualify for the tax credit under this section. The amount of the credit to which a 
taxpayer is entitled is forty-five percent of the amount invested by the taxpayer in an 
angel fund during the taxable year. The aggregate annual credit for which a taxpayer 
may obtain a tax credit is not more than forty-five thousand dollars. To be eligible for 
the credit, the investment must be at risk in the angel fund for at least three years. 
Investments placed in escrow do not qualify for the credit. The credit must be claimed 
in the taxable year in which the investment in the angel fund was received by the angel 
fund. The credit allowed may not exceed the liability for tax under this chapter. If the 
amount of credit determined under this section exceeds the liability for tax under this 
chapter, the excess may be carried forward to each of the four succeeding taxable 
years. A taxpayer claiming a credit under this section may not claim any credit 
available to the taxpayer as a result of an investment made by the angel fund in a 
qualified business under chapter 57-38.5 or 57-38.6. 

SECTION 21. AMENDMENT. Subsection 6 of section 57-38-01 .27 of the 
North Dakota Century Code is amended and reenacted as follows: 

6. A taxpayer that is certified as a microbusiness is entitled to tax credits 
against tax liability as determined under section §7 as ae, 57-38-30, or 
57-38-30.3 equal to twenty percent of the taxpayer's new investment and 
new employment in the microbusiness during the taxable year. A taxpayer 
may not obtain more than ten thousand dollars in credits under this section 
over any combination of taxable years. 

SECTION 22. AMENDMENT. Subsection 1 of section 57-38-01 .29 of the 
North Dakota Century Code is amended and reenacted as follows: 

1. In addition to any other credit or deduction allowed by law for a 
homeowner, an individual is entitled to a credit against the tax imposed 
under section §7 as ae or 57-38-30.3 for taxable years 2007 and 2008 in 
the amount of ten percent of property taxes or mobile home taxes that 
became due during the income tax taxable year and are paid which were 
levied against the individual's homestead in this state. For purposes of 
this section, "property taxes" does not include any special assessments. 

SECTION 23. AMENDMENT. Subsection 1 of section 57-38-01.30 of the 
North Dakota Century Code is amended and reenacted as follows: 
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1. In addition to any other credit or deduction allowed by law for a property 
owner, an individual or corporation is entitled to a credit against the tax 
imposed under section §7 as 29, 57-38-30, or 57-38-30.3 for taxable 
years 2007 and 2008 in the amount of ten percent of property taxes or 
mobile home taxes that became due during the income tax taxable year 
and are paid which were levied against commercial property in this state. 
For purposes of this section, "property taxes" does not include any special 
assessments. 

a. The amount of the credit under this section may not exceed one 
thousand dollars for any taxpayer. 

b. The amount of the credit under this section may not exceed the 
taxpayer's tax liability under this chapter. 

c. The amount of the credit under this section may not exceed one 
thousand dollars for married persons filing a joint return or five 
hundred dollars for a single individual or married individual filing 
separate returns. 

SECTION 24. AMENDMENT. Section 57-38-04 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38-04. Allocation and apportionment of gross Income of Individuals. 
The gross income of individuals must be allocated and apportioned as follows: 

(2) DESK, (2) COMM 

1. a. Income from personal or professional services performed in this state 
by individuals must be assigned to this state regardless of the 
residence of the recipients of such income, except that income from 
such services performed within this state by an individual who resides 
and has the individual's place of abode in another state to which 
place of abode the individual customarily returns at least once a 
month must be excluded from the individual's income for the 
purposes of this chapter if such income is subject to an income tax 
imposed by the state in which the individual resides, provided that the 
state in which the individual resides allows a similar exclusion for 
income received from similar services performed in that state by 
residents of North Dakota. 

b. Notwithstanding any other provision of this chapter, the compensation 
received from services performed within this state by an individual, 
who performs services for a common carrier engaged in interstate 
transportation and who resides and has the individual's place of 
abode to which the individual customarily returns at least once a 
month in another state, must be excluded from income to the extent 
that the income is subject to an income tax imposed by the state of 
the individual's residence; provided, that the state allows a similar 
exclusion of the compensation received by residents of North Dakota 
for similar services performed therein, or a credit against the tax 
imposed on the income of residents of this state that is substantially 
similar in effect. For purposes of this subdivision, the term an 
individual who performs services for a common carrier engaged in 
interstate transportation is limited to an individual who performs the 
services for a common carrier only during the course of making 
regular runs into North Dakota or from within North Dakota to outside 
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North Dakota, or both, on the transportation system of the common 
carrier. 

2. ~ Income received from personal or professional services performed by 
residents of this state, regardless of where such services are 
performed, and income received by residents of this state from 
intangible personal property must be assigned to this state. 

l:r. P. resideAt indi•,idual, estate, er trust is entitles to a eredit a@ainst the 
tax imJ30se8 un9er this eha,=,ter et:.1ual ta U:ie aFAeunt et ineoffle tax 
13aia !er !Re laiEable year le aAe!Rer slate er territery el !Re UAitea 
States er !Re Distriet el Geh,1R1bia eA iAeeRle aerivea lreRl se1:1rees iA 
those jurisdietiens that is alse ta>Eable unBer U:iis seotion. TRe taM 
oofflmissionor ffiay require written f3Feef ef the taJE J3aiei to anotl:ier 
state. TAe ret:.1tJired f3Feef FAust Be f3Fevidoei in a form ans R=tanner as 
9etormine8 By the ta>< eemFAissiener. Fer an in8ivi81:1al, estate, er 
trt:Jst that is a resident et tRis state fer tRe entire ta>Eable year, the 
erodit allo,.,108 tJA8er this s1:1BEfr.«ision Fflay net mmoee an aFAount 
eq1:1al te t\:le ta* iR113esea 1:1Aeler tRis eRa13ter R11:1lti19lieel by a ralie eq1:1al 
le leeleral aelj1:1steel ~ress iAeeRle eleriYeel lreRl se1:1rees iA !Re et\:ler 
juris8iotion dividoet By tetal fedeFal a~1:1sted {;)Fess iAeeR'le less the 
aR'lel:JAtS 1:JAdeF Sl:JbdivisieAS a aAd S ef Sl:JBseetieA 1 ef 
seetioA 97 as 91 .2. FeF aA iAdivid1:1al, estate, OF tF1:1st that is a 
resieleAt el t\:lis state !er eAly 13art el tRe taicable year, t\:le ereelit 
alle\•.ied 1:JAdeF this s1:1BdivisieA R'lay Aet e>Eeeed the lesseF ef the 
follewiA§: 

t'4 T\:le taic iR119eseel 1:1Aeler t\:lis e\:la19ter R11:1lti13lieel by a ratie eq1:1al 
te leeleral aelj1:1steel grass iAeeR1e eleriyeel lreRl se1:1rees iA !\:le 
etReF j1:1risdietieA reeeive8 wRile a resi8ent ef this state 8i1t1i808 
By fedeFal adj1:1ste8 §Fess ineoFAe deFive8 freffl ~JertR Dalceta 
so1:1rees less tRe afflOl:JAts 1:JA8er tRis s1:1Bseetien. 

~ The ta~c pai8 ta tRe ether j1:1risdietion R'll:Jltipliod by a r=atio OE11:Jal 
to fe8eral a8j1:1ste8 €)Foss ineeme 8erive8 from s01:Jrees in tRe 
etAer jurisdietien reeei•,ied wRile a resi8ent ef this state divides 
by feeleral aelj1:1steel grass iAeeRle eleriYeel lreRl se1:1rees iA !Re 
other states. 

3. Income and gains received from tangible property not employed in the 
business and from tangible property employed in the business of the 
taxpayer, if such business consists principally of the holding of such 
property and collection of income and gains therefrom, must be assigned 
to this state without regard to the residence of the recipient if such property 
has a situs within this state. 

4. Income derived from business activity carried on by an individual as a sole 
proprietorship, or through a partnership, subchapter S corporation, or other 
passthrough entity, must be assigned to this state without regard to the 
residence of the individual if the business activity is conducted wholly 
within this state. Income derived from gaming activity carried on in this 
state by an individual must be assigned to this state without regard to the 
residence of the individual. 

5. Whenever business activity is carried on partly within and partly without 
this state by a nonresident of this state as a sole proprietorship, or through 
a partnership, subchapter S corporation, or other passthrough entity, the 
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(2) DESK, (2) COMM 

entire income therefrom must be allocated to this state and to other states, 
according to the provisions of chapter 57-38.1, providing for allocation and 
apportionment of income of corporations doing business within and without 
this state. 

6. a. Income and gains received by a resident of this state from tangible 
property not employed in the business and from tangible property 
employed in the business of the taxpayer, if the business consists 
principally of the holding of the property and the collection of income 
and gains from the business, must be assigned to this state without 
regard to the situs of the property. 

b. Income derived from business activity carried on by residents of this 
state, whether the business activity is conducted as a sole 
proprietorship, or through a partnership, subchapter S corporation, or 
other passthrough entity, must be assigned to this state without 
regard to where the business activity is conducted, and the provisions 
of chapter 57-38.1 do not apply. If the taxpayer believes the 
operation of this subdivision with respect to the taxpayer's income is 
unjust, the taxpayer may petition the tax commissioner who may 
allow use of another method of reporting income, including separate 
accounting. 

&: A resident individual, esta-te, er trust is entitles to a orodit a§ainst the 
taM il'flpeseB 1:1nder this ohaptor eetl::Jal ta tho ameunt ef inooFAe tau 
r3aieJ fer tRe ta~mble year ta anethor state er territory ef tRe Unites 
Slates er the Dislriel el Gel1c1R1eia eR iReeITTe deriYed freITT se1c1rees iR 
these j1c1risdielieRs that is alse s1c1ejeel te laiE t1Rder this seelieR. The 
ta* eefflfflissiener may reetuire written preef ef U=1e ta>< paid ta anetAer 
state. TAe ret:1uired preef must Be pr0 1,ided in a ferFA ans FAanner as 
determined By the ta* e0A1Fflissiener. Fer an indi'v•ieJual, estate, er 
trtist that is a resideRI el this stale fer tRe eRlire laimele year, !Re 
eredit allowed under this sul9Eii111isien FAa•t net 0)Eeee8 an ameunt 
Bf:11:JGI ta the ta)E ifflposea under this eRaJ3ter FAultiplieS By a ratio eet1:Jal 
ta feBeral aBjusted @FOSS iAOOAlO deFived fFOAl SOUFees iA the otheF 
juFisdietioA di't1ided by total 1edeFal adjusted @FOSS iAeOAlO less the 
aR1et1Rls 1c1Rder st1edi•1isieRs a aRd s el s1c1eseelieR 1 el 
seetion 87 as 91.2. FoF an indi'v'idual, estate, OF tFuot U=iat is a 
resideRI el IRis slate fer eRly 13arl el IRS lmmele year, IRe eredil 
allewed tlRder IRiS SlclBdi~•isieR R1ay Rel eneeed IRS lesser el IRS 
1ollowin@: 

f-1-t TRe tmE iR113esed t1Rder lRis eRa13ler R11c1lli13lied ey a ratie eeitial 
to fedeFal adjusted §FOSS iAOOA10 doFivod fFOR=I SOUFOOS in the 
ethoF juFlsdietion reooi1,,e8 •••••hilo a Fosi8ont of this state 8i11i8e8 
By 1e8oFal a8juste8 gFOSS ineoFAO 80Fi't108 fFOAl ~JOFth Dal<.ota 
seuFees loss the aFAounts undeF sub8ivisiens a an8 B of 
suBsoetion 2. 

f2t Tho ta~c f3ai8 to the etheF juFisBietioR FAultif3lie8 By a Fatio e~1:1al 
to feSeral aajustea §Fess ineeFAe derives froFA sourees in tho 
other juFisdietion reeeiveel while a Fesident ef this state divideEi 
By 1o8oral a8justoet §Foss ineon=ie 80Fi>108 1FOFA seuroos in the 
etheF states. 

7. All other items of gross income must be assigned to the taxpayer's 
domicile. 
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8. The privileges granted nonresidents apply only when other states grant to 
the residents of North Dakota the same privilege. 

TRis seetien GJ3J3lies te ev-ery iAeeFAe year BegiAAiA§ aner Deeeffiber 31, 19§6. 

SECTION 25. AMENDMENT. Subsection 2 of section 57-38-08.1 of the North 
Dakota Century Code is amended and reenacted as follows: 

2. Resident partners, limited to individuals, estates, and trusts, must report 
their entire distributive share to this state as provided in subdivision b of 
subsection 6 of section 57-38-04, and may claim a credit for taxes paid to 
another state on that portion of their distributive share attributable to and 
taxed by another state, as provided in subdivision e j of subsection S 1 of 
section e7 as 94 57-38-30.3. 

SECTION 26. AMENDMENT. Section 57-38-30.3 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38-30.3. Slmplllled metlled el eemp~UR!! Individual, estate, and trust 
income tax. 

1. A tax is hereby imposed for each taxable year upon income earned or 
received in that taxable year by every resident and nonresident individual, 
estate, and trust. A taxpayer computing the tax under this section is only 
eligible for those adjustments or credits that are specifically provided for in 
this section. Provided, that for purposes of this section, any person 
required to file a state income tax return under this chapter, but who has 
not computed a federal taxable income figure, shall compute a federal 
taxable income figure using a pro forma return in order to determine a 
federal taxable income figure to be used as a starting point in computing 
state income tax under this section. The tax for individuals is equal to 
North Dakota taxable income multiplied by the rates in the applicable rate 
schedule in subdivisions a through d corresponding to an individual's filing 
status used for federal income tax purposes. For an estate or trust, the 
schedule in subdivision e must be used for purposes of this subsection. 

a. Single, other than head of household or surviving spouse. 
If North Dakota taxable income is: The tax is equal to: 
Not over $27,050 2.10% 
Over $27,050 but not $568.05 plus 3.92% 
over $65,550 of amount over $27,050 
Over $65,550 but not $2,077.25 plus 4.34% 
over $136,750 of amount over $65,550 
Over $136,750 but not $5,167.33 plus 5.04% 
over $297,350 of amount over $136,750 
Over $297,350 $13,261.57 plus 5.54% 

of amount over $297,350 

b. Married filing jointly and surviving spouse. 
If North Dakota taxable income is: The tax is equal to: 
Not over $45,200 2.10% 
Over $45,200 but not $949.20 plus 3.92% 
over $109,250 of amount over $45,200 
Over $109,250 but not $3,459.96 plus 4.34% 
over $166,500 of amount over $109,250 
Over $166,500 but not $5,944.61 plus 5.04% 
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over $297,350 
Over $297,350 

of amount over $166,500 
$12,539.45 plus 5.54% 
of amount over $297,350 

c. Married filing separately. 
If North Dakota taxable income is: The tax is equal to: 
Not over $22,600 2.10% 
Over $22,600 but not $474.60 plus 3.92% 
over $54,625 of amount over $22,600 
Over $54,625 but not $1,729.98 plus 4.34% 
over $83,250 of amount over $54,625 
Over $83,250 but not $2,972.31 plus 5.04% 
over $148,675 of amount over $83,250 
Over $148,675 $6,269.73 plus 5.54% 

d. Head of household. 
If North Dakota taxable income is: 
Not over $36,250 
Over $36,250 but not 
over $93,650 
Over $93,650 but not 
over $151,650 
Over $151,650 but not 
over $297,350 
Over $297,350 

e. Estates and trusts. 
If North Dakota taxable income is: 
Not over $1,800 
Over $1,800 but not 
over $4,250 
Over $4,250 but not 
over $6,500 
Over $6,500 but not 
over $8,900 
Over $8,900 

of amount over $148,675 

The tax is equal to: 
2.10% 
$761.25 plus 3.92% 
of amount over $36,250 
$3,011.33 plus 4.34% 
of amount over $93,650 
$5,528.53 plus 5.04% 
of amount over $151,650 
$12,871.81 plus 5.54% 
of amount over $297,350 

The tax is equal to: 
2.10% 
$37.80 plus 3.92% 
of amount over $1,800 
$133.84 plus 4.34% 
of amount over $4,250 
$231.49 plus 5.04% 
of amount over $6,500 
$352.45 plus 5.54% 
of amount over $8,900 

f. For an individual who is not a resident of this state for the entire year, 
or for a nonresident estate or trust, the tax is equal to the tax 
otherwise computed under this subsection multiplied by a fraction in 
which: 

(2) DESK, (2) COMM 

(1) The numerator is the federal adjusted gross income allocable 
and apportionable to this state; and 

(2) The denominator is the federal adjusted gross income from all 
sources reduced by the net income from the amounts specified 
in subdivisions a and b of subsection 2. 

In the case of married individuals filing a joint return, if one spouse is 
a resident of this state for the entire year and the other spouse is a 
nonresident for part or all of the tax year, the tax on the joint return 
must be computed under this subdivision. 

Page No. 14 HR-76-8844 



• 
REPORT OF CONFERENCE COMMITTEE (420) 
April 30, 2009 2:43 p.m. 

Module No: HR-76-8844 

Insert LC: 90715.0318 

(2) DESK, (2) COMM 

g. For taxable years beginning after December 31, 2001, the tax 
commissioner shall prescribe new rate schedules that apply in lieu of 
the schedules set forth in subdivisions a through e. The new 
schedules must be determined by increasing the minimum and 
maximum dollar amounts for each income bracket for which a tax is 
imposed by the cost-of-living adjustment for the taxable year as 
determined by the secretary of the United States treasury for 
purposes of section 1 (f) of the United States Internal Revenue Code 
of 1954, as amended. For this purpose, the rate applicable to each 
income bracket may not be changed, and the manner of applying the 
cost-of-living adjustment must be the same as that used for adjusting 
the income brackets for federal income tax purposes. 

h. The tax commissioner shall prescribe an optional simplified method of 
computing tax under this section that may be used by an individual 
taxpayer who is not entitled to claim an adjustment under 
subsection 2 or credit against income tax liability under subsection 7. 

2. For purposes of this section, "North Dakota taxable income" means the 
federal taxable income of an individual, estate, or trust as computed under 
the Internal Revenue Code of 1986, as amended, adjusted as follows: 

a. Reduced by interest income from obligations of the United States and 
income exempt from state income tax under federal statute or United 
States or North Dakota constitutional provisions. 

b. Reduced by the portion of a distribution from a qualified investment 
fund described in section 57-38-01 which is attributable to 
investments by the qualified investment fund in obligations of the 
United States, obligations of North Dakota or its political subdivisions, 
and any other obligation the interest from which is exempt from state 
income tax under federal statute or United States or North Dakota 
constitutional provisions. 

c. Reduced by the amount equal to the earnings that are passed 
through to a taxpayer in connection with an allocation and 
apportionment to North Dakota under chapter 57-35.3. 

d. Reduced by thirty percent of the excess of the taxpayer's net 
long-term capital gain for the taxable year over the net short-term 
capital loss for that year, as computed for purposes of the Internal 
Revenue Code of 1986, as amended. The adjustment provided by 
this subdivision is allowed only to the extent the net long-term capital 
gain is allocated to this state. 

e. Increased by the amount of a lump sum distribution for which income 
averaging was elected under section 402 of the Internal Revenue 
Code of 1986 [26 U.S.C. 402], as amended. This adjustment does 
not apply if the taxpayer received the lump sum distribution while a 
nonresident of this state and the distribution is exempt from taxation 
by this state under federal law. 

f. Increased by an amount equal to the losses that are passed through 
to a taxpayer in connection with an allocation and apportionment to 
North Dakota under chapter 57-35.3. 
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(2) DESK, (2) COMM 

g. Reduced by the amount received by the taxpayer as payment for 
services performed when mobilized under title 1 O United States Code 
federal service as a member of the national guard or reserve member 
of the armed forces of the United States. This subdivision does not 
apply to federal service while attending annual training, basic military 
training, or professional military education. 

h. Reduced by income from a new and expanding business exempt 
from state income tax under section 40-57.1-04. 

i. Reduced by interest and income from bonds issued under chapter 
11-37. 

j. Reduced by up to ten thousand dollars of qualified expenses that are 
related to a donation by a taxpayer or a taxpayer's dependent, while 
living, of one or more human organs to another human being for 
human organ transplantation. A taxpayer may claim the reduction in 
this subdivision only once for each instance of organ donation during 
the taxable year in which the human organ donation and the human 
organ transplantation occurs but if qualified expenses are incurred in 
more than one taxable year, the reduction for those expenses must 
be claimed in the year in which the expenses are incurred. For 
purposes of this subdivision: 

(1) "Human organ transplantation" means the medical procedure 
by which transfer of a human organ is made from the body of 
one person to the body of another person . 

(2) "Organ" means all or part of an individual's liver, pancreas, 
kidney, intestine, lung, or bone marrow. 

(3) "Qualified expenses" means lost wages not compensated by 
sick pay and unreimbursed medical expenses as defined for 
federal income tax purposes, to the extent not deducted in 
computing federal taxable income, whether or not the taxpayer 
itemizes federal income tax deductions. 

k. Increased by the amount of the contribution upon which the credit 
under section 57-38-01 .21 is computed, but only to the extent that the 
contribution reduced federal taxable income. 

I. Reduced by the amount of any payment received by a veteran or 
beneficiary of a veteran under section 37-28-03 or 37-28-04. 

m. Reduced by the amount received by a taxpayer that was paid by an 
employer under paragraph 4 of subdivision a of subsection 2 of 
section 57-38-01 .25 to hire the taxpayer for a hard-to-fill position 
under section 57-38-01 .25, but only to the extent the amount received 
by the taxpayer is included in federal taxable income. The reduction 
applies only if the employer is entitled to the credit under section 
57-38-01 .25. The taxpayer must attach a statement from the 
employer in which the employer certifies that the employer is entitled 
to the credit under section 57-38-01 .25 and which specifically 
identified the type of payment and the amount of the exemption under 
this section. 
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n. Reduced by the amount up to a maximum of five thousand dollars, or 
ten thousand dollars if a joint return is filed, for contributions made 
under a higher education savings plan administered by the Bank of 
North Dakota, pursuant to section 6-09-38. 

o. Reduced by the amount of income of a taxpayer, who resides within 
the boundaries of any reservation in this state and who is an enrolled 
member of a federally recognized Indian tribe, from activities or 
sources within the boundaries of any reservation in this state. 

3. Married individuals filing a joint federal income tax return shall file a joint 
state income tax return if the return is filed under this section. If separate 
federal income tax returns are filed, one spouse's state income tax return 
may be filed under this section and the other spouse's income tax return 
may be filed under the other provisions of this chapter. 

4. a. A resident individual, estate, or trust is entitled to a credit against the 
tax imposed under this section for the amount of income tax paid by 
the taxpayer for the taxable year by another state or territory of the 
United States or the District of Columbia on income derived from 
sources in those jurisdictions that is also subject to tax under this 
section. 

b. For an individual, estate, or trust that is a resident of this state for the 
entire taxable year, the credit allowed under this subsection may not 
exceed an amount equal to the tax imposed under this section 
multiplied by a ratio equal to federal adjusted gross income derived 
from sources in the other jurisdiction divided by federal adjusted 
gross income less the amounts under subdivisions a and b of 
subsection 2. 

c. For an individual, estate, or trust that is a resident of this state for only 
part of the taxable year, the credit allowed under this subsection may 
not exceed the lesser of the following: 

(1) The tax imposed under this chapter multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from North Dakota 
sources less the amounts under subdivisions a and b of 
subsection 2. 

(2) The tax paid to the other jurisdiction multiplied by a ratio equal 
to federal adjusted gross income derived from sources in the 
other jurisdiction received while a resident of this state divided 
by federal adjusted gross income derived from sources in the 
other states. 

d. The tax commissioner may require written proof of the tax paid to 
another state. The required proof must be provided in a form and 
manner as determined by the tax commissioner. 

5. Individuals, estates, or trusts that file an amended federal income tax 
return changing their federal taxable income figure for a year for which an 
election to file state income tax returns has been made under this section 
shall file an amended state income tax return to reflect the changes on the 
federal income tax return. 
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6. The tax commissioner may prescribe procedures and guidelines to prevent 
requiring income that had been previously taxed under this chapter from 
becoming taxed again because of the provisions of this section and may 
prescribe procedures and guidelines to prevent any income from 
becoming exempt from taxation because of the provisions of this section if 
it would otherwise have been subject to taxation under the provisions of 
this chapter. 

7. A taxpayer filing a return under this section is entitled to the following tax 
credits: 

a. Family care tax credit under section 57-38-01.20. 

b. Renaissance zone tax credits under sections 40-63-04, 40-63-06, 
and 40-63-07. 

c. Agricultural business investment tax credit under section 57-38.6-03. 

d. Seed capital investment tax credit under section 57-38.5-03. 

e. Planned gift tax credit under section 57-38-01 .21. 

f. Biodiesel fuel tax credits under sections 57-38-01 .22 and 

g . 

h. 

i. 

j. 

k. 

I. 

m. 

n. 

57-38-01 .23. 

Internship employment tax credit under section 57-38-01.24. 

Workforce recruitment credit under section 57-38-01 .25. 

Angel fund investment tax credit under section 57-38-01 .26. 

Microbusiness tax credit under section 57-38-01 .27. 

Marriage penalty credit under section 57-38-01 .28. 

Homestead income tax credit under section 57-38-01 .29. 

Commercial property income tax credit under section 57-38-01 .30. 

Research and experimental expenditures under section 57-38-30.5. 

8. A taxpayer filing a return under this section is entitled to the exemption 
provided under section 40-63-04. 

9. a. If an individual taxpayer engaged in a farming business elects to 
average farm income under section 1301 of the Internal Revenue 
Code [26 U.S.C. 1301], the taxpayer may elect to compute tax under 
this subsection. If an election to compute tax under this subsection is 
made, the tax imposed by subsection 1 for the taxable year must be 
equal to the sum of the following: 

(1) The tax computed under subsection 1 on North Dakota taxable 
income reduced by elected farm income. 

(2) The increase in tax imposed by subsection 1 which would 
result if North Dakota taxable income for each of the three prior 
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taxable years were increased by an amount equal to one-third 
of the elected farm income. However, if other provisions of this 
chapter other than this section were used to compute the tax 
for any of the three prior years, the same provisions in effect for 
that prior tax year must be used to compute the increase in tax 
under this paragraph. For purposes of applying this paragraph 
to taxable years beginning before January 1, 2001, the 
increase in tax must be determined by recomputing the tax in 
the manner prescribed by the tax commissioner. 

For purposes of this subsection, "elected farm income" means that 
portion of North Dakota taxable income for the taxable year which is 
elected farm income as defined in section 1301 of the Internal 
Revenue Code of 1986 (26 U.S.C. 1301], as amended, reduced by 
the portion of an exclusion claimed under subdivision d of 
subsection 2 that is attributable to a net long-term capital gain 
included in elected farm income. 

The reduction in North Dakota taxable income under this subsection 
must be taken into account for purposes of making an election under 
this subsection for any subsequent taxable year. 

The tax commissioner may prescribe rules, procedures, or guidelines 
necessary to administer this subsection. 

10. The tax commissioner may prescribe tax tables, to be used in computing 
the tax according to subsection 1, if the amounts of the tax tables are 
based on the tax rates set forth in subsection 1. If prescribed by the tax 
commissioner, the tables must be followed by every individual, estate, or 
trust determining a tax under this section. 

SECTION 27. AMENDMENT. Section 57-38-30.5 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38-30.5. Income tax credit for research and experlmental expenditures. 
A taxpayer is allowed a credit against the tax imposed under section !i7 38 29, 
57-38-30; or 57-38-30.3 for conducting qualified research in this state. 

(2) DESK, (2) COMM 

1. The amount of the credit for taxpayers that earned or claimed a credit 
under this section in taxable years beginning before January 1, 2007, is 
calculated as follows: 

a. For the first taxable year beginning after December 31, 2006, the 
credit is equal to twenty-five percent of the first one hundred 
thousand dollars of the qualified research expenses for the taxable 
year in excess of the base period research expenses and equal to 
seven and one-half percent of all qualified research expenses for the 
taxable year more than one hundred thousand dollars in excess of 
the base period research expenses. 

b. For the second taxable year beginning after December 31, 2006, the 
credit is equal to twenty-five percent of the first one hundred 
thousand dollars of the qualified research expenses for the taxable 
year in excess of the base period research expenses and equal to 
eleven percent of all qualified research expenses for the taxable year 
more than one hundred thousand dollars in excess of the base period 
research expenses. 
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c. For the third taxable year beginning after December 31, 2006, the 
credit is equal to twenty-five percent of the first one hundred 
thousand dollars of the qualified research expenses for the taxable 
year in excess of the base period research expenses and equal to 
fourteen and one-half percent of all qualified research expenses for 
the taxable year more than one hundred thousand dollars in excess 
of the base period research expenses. 

d. For the fourth through the tenth taxable years beginning after 
December 31, 2006, the credit is equal to twenty-five percent of the 
first one hundred thousand dollars of the qualified research expenses 
for the taxable year in excess of the base period research expenses 
and equal to eighteen percent of all qualified research expenses for 
the taxable year more than one hundred thousand dollars in excess 
of the base period research expenses. 

e. For the eleventh taxable year beginning after December 31, 2006, 
and for each subsequent taxable year in which the taxpayer conducts 
qualified research in this state, the credit is equal to twenty-five 
percent of the first one hundred thousand dollars of the qualified 
research expenses for the taxable year in excess of the base period 
research expenses and equal to eight percent of all qualified research 
expenses for the taxable year more than one hundred thousand 
dollars in excess of the base period research expenses. 

f. The maximum annual credit a taxpayer may obtain under this section 
is two million dollars. Any credit amount earned in the taxable year in 
excess of two million dollars may not be carried back or forward as 
provided in subsection 7. 

2. For taxpayers that have not earned or claimed a credit under this section 
in taxable years beginning before January 1, 2007, and which begin 
conducting qualified research in North Dakota in any of the first four 
taxable years beginning after December 31, 2006, the amount of the credit 
is equal to twenty-five percent of the first one hundred thousand dollars of 
the qualified research expenses for the taxable year in excess of the base 
period research expenses and equal to twenty percent of all qualified 
research expenses for the taxable year more than one hundred thousand 
dollars in excess of the base period research expenses. 

a. This rate applies through the tenth taxable year beginning after 
December 31, 2006. 

b. For the eleventh taxable year beginning after December 31, 2006, 
and for each subsequent taxable year in which the taxpayer conducts 
qualified research in this state, the credit is equal to twenty-five 
percent of the first one hundred thousand dollars of the qualified 
research expenses for the taxable year in excess of the base period 
research expenses and equal to eight percent of all qualified research 
expenses for the taxable year more than one hundred thousand 
dollars in excess of the base period research expenses. 

3. For taxpayers that have not earned or claimed a credit under this section 
in taxable years beginning before January 1, 2007, and which begin 
conducting qualified research in North Dakota in any taxable year following 
the fourth taxable year beginning after December 31, 2006, the amount of 
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4. 

the credit is equal to twenty-five percent of the first one hundred thousand 
dollars of the qualified research expenses for the taxable year in excess of 
the base period research expenses and equal to eight percent of all 
qualified research expenses for the taxable year more than one hundred 
thousand dollars in excess of the base period research expenses. 

For purposes of this section: 

a. "Base period research expenses" means base period research 
expenses as defined in section 41 (c) of the Internal Revenue Code 
[26 U.S.C. 41 (c)], except it does not include research conducted 
outside the state of North Dakota. 

b. "Director" means the director of the department of commerce division 
of economic development and finance. 

c. "Primary sector business" means a qualified business that through 
the employment of knowledge or labor adds value to a product, 
process, or service. 

d. "Qualified research" means qualified research as defined in 
section 41 (d) of the Internal Revenue Code [26 U.S.C. 41 (d)], except 
it does not include research conducted outside the state of North 
Dakota. 

e. "Qualified research and development company" means a taxpayer 
that is a primary sector business with annual gross revenues of less 
than seven hundred fifty thousand dollars and which has not 
conducted new research and development in North Dakota. 

f. "Qualified research expenses" means qualified research expenses as 
defined in section 41 (b) of the Internal Revenue Code [26 U.S.C. 
41 (b)], except it does not include expenses incurred for basic 
research conducted outside the state of North Dakota. 

5. The credit allowed under this section for the taxable year may not exceed 
the liability for tax under this chapter. 

6. In the case of a taxpayer that is a partner in a partnership or a member in 
a limited liability company, the credit allowed for the taxable year may not 
exceed an amount separately computed with respect to the taxpayer's 
interest in the trade, business, or entity equal to the amount of tax 
attributable to that portion of the taxpayer's taxable income which is 
allocable or apportionable to the taxpayer's interest in the trade, business, 
or entity. 

7. Except as provided in subsection 1, if the amount of the credit determined 
under this section for any taxable year exceeds the limitation under 
subsection 5, the excess may be used as a research credit carryback to 
each of the three preceding taxable years and a research credit carryover 
to each of the fifteen succeeding taxable years. The entire amount of the 
excess unused credit for the taxable year must be carried first to the 
earliest of the taxable years to which the credit may be carried and then to 
each successive year to which the credit may be carried and the amount 
of the unused credit which may be added under this subsection may not 
exceed the taxpayer's liability for tax less the research credit for the 
taxable year. 
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8. A taxpayer that is certified as a qualified research and development 
company by the director may elect to sell, transfer, or assign all or part of 
the unused tax credit earned under this section. The director shall certify 
whether a taxpayer that has requested to become a qualified research and 
development company meets the requirements of subsection 4. The 
director shall establish the necessary forms and procedures for certifying 
qualifying research and development companies. The director shall issue 
a certification letter to the taxpayer and the tax commissioner. A tax credit 
can be sold, transferred, or assigned subject to the following: 

a. A taxpayer's total credit assignment under this section may not 
exceed one hundred thousand dollars over any combination of 
taxable years. 

b. If the taxpayer elects to assign or transfer an excess credit under this 
subsection, the tax credit transferor and the tax credit purchaser 
jointly shall file with the tax commissioner a copy of the purchase 
agreement and a statement containing the names, addresses, and 
taxpayer identification numbers of the parties to the transfer, the 
amount of the credit being transferred, the gross proceeds received 
by the transferor, and the taxable year or years for which the credit 
may be claimed. The taxpayer and the purchaser also shall file a 
document allowing the tax commissioner to disclose tax information 
to either party for the purpose of verifying the correctness of the 
transferred tax credit. The purchase agreement, supporting 
statement, and waiver must be filed within thirty days after the date 
the purchase agreement is fully executed. 

c. The purchaser of the tax credit shall claim the credit beginning with 
the taxable year in which the credit purchase agreement was fully 
executed by the parties. A purchaser of a tax credit under this 
section has only such rights to claim and use the credit under the 
terms that would have applied to the tax credit transferor, except the 
credit purchaser may not carry back the credit as otherwise provided 
in this section. This subsection does not limit the ability of the tax 
credit purchaser to reduce the tax liability of the purchaser, 
regardless of the actual tax liability of the tax credit transferor. 

d. The original purchaser of the tax credit may not sell, assign, or 
otherwise transfer the credit purchased under this section. 

e. If the amount of the credit available under this section is changed as 
a result of an amended return filed by the transferor, or as the result 
of an audit conducted by the internal revenue service or the tax 
commissioner, the transferor shall report to the purchaser the 
adjusted credit amount within thirty days of the amended return or 
within thirty days of the final determination made by the internal 
revenue service or the tax commissioner. The tax credit purchaser 
shall file amended returns reporting the additional tax due or claiming 
a refund as provided in section 57-38-38 or 57-38-40, and the tax 
commissioner may audit these returns and assess or issue refunds, 
even though other time periods prescribed in these sections may 
have expired for the purchaser. 

f. Gross proceeds received by the tax credit transferor must be 
assigned to North Dakota. The amount assigned under this 

Page No. 22 HR-76-8844 



• 
REPORT OF CONFERENCE COMMITTEE (420) 
April 30, 2009 2:43 p.m. 

Module No: HR-76-8844 

Insert LC: 90715.0318 

g. 

h. 

subsection cannot be reduced by the taxpayer's income apportioned 
to North Dakota or any North Dakota net operating loss of the 
taxpayer. 

The tax commissioner has four years after the date of the credit 
assignment to audit the returns of the credit transferor and the 
purchaser to verify the correctness of the amount of the transferred 
credit and if necessary assess the credit purchaser if additional tax is 
found due. This subdivision does not limit or restrict any other time 
period prescribed in this chapter for the assessment of tax. 

The tax commissioner may adopt rules to permit verification of the 
validity and timeliness of the transferred tax credit. 

9. If a taxpayer acquires or disposes of the major portion of a trade or 
business or the major portion of a separate unit of a trade or business in a 
transaction with another taxpayer, the taxpayer's qualified research 
expenses and base period must be adjusted in the manner provided by 
section 41 (1)(3) of the Internal Revenue Code [26 U.S.C. 41 (f)(3)). 

10. If a taxpayer entitled to the credit provided by this section is a member of a 
group of corporations filing a North Dakota consolidated tax return using 
the combined reporting method, the credit may be claimed against the 
aggregate North Dakota tax liability of all the corporations included in the 
North Dakota consolidated return. This section does not apply to tax 
credits received or purchased under subsection 8. 

11. An individual, estate, or trust that purchases a credit under this section is 
entitled to claim the credit against state income tax liability under section 
57 as 29 er 57-38-30.3. 

12. A partnership, subchapter S corporation, limited partnership, limited 
liability company, or any other passthrough entity entitled to the credit 
under this section must be considered to be the taxpayer for purposes of 
calculating the credit. The amount of the allowable credit must be 
determined at the passthrough entity level. The total credit determined at 
the entity level must be passed through to the partners, shareholders, or 
members in proportion to their respective interests in the passthrough 
entity. An individual taxpayer may take the credit passed through under 
this subsection against the individual's state income tax liability under 
sootions §7 as 29 and §7 as 39 section 57-38-30.3. 

SECTION 28. AMENDMENT. Subdivision b of subsection 1 of section 
57-38-40 of the North Dakota Century Code is amended and reenacted as follows: 

(2) DESK, (2) COMM 

b. An individual who filed a return of income as a resident of this state 
and is assessed tax by another state or territory of the United States 
or the District of Columbia on that income after the time for filing a 
claim has expired under this section is entitled to a credit or refund for 
tho amount of tax paid to the other jurisdiction, not including penalty 
or interest, as provided under subsection 2 or 6 of soolion §7 as 94 1 
or stieseelion 4 of section 57-38-30.3, notwithstanding the time 
limitations of this section. The claim for the credit or refund under this 
subdivision must be submitted to the commissioner within one year 
from the date the taxes wore paid to the other jurisdiction. The 
taxpayer must submit sufficient proof to show entitlement to a credit 
or refund under this subdivision. 

Page No. 23 HR-76-8844 



• 

• 

REPORT OF CONFERENCE COMMITTEE (420) 
April 30, 2009 2:43 p.m. 

Module No: HR-76-8844 

Insert LC: 90715.0318 

SECTION 29. AMENDMENT. Section 57-38.5-03 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38.5-03. Seed capital Investment tax credit. If a taxpayer makes a 
qualified investment in a qualified business, the taxpayer is entitled to a credit against 
state income tax liability under section §7 as 29, 57-38-30; or 57-38-30.3. 

1. The amount of the credit to which a taxpayer is entitled is forty-five percent 
of the amount invested by the taxpayer in qualified businesses during the 
taxable year. 

2. The maximum annual credit a taxpayer may claim under this section is not 
more than one hundred twelve thousand five hundred dollars. This 
subsection may not be interpreted to limit additional investment by a 
taxpayer for which that taxpayer is not applying for a credit. 

3. Any amount of credit under subsection 1 not allowed because of the 
limitation in subsection 2 may be carried forward for up to four taxable 
years after the taxable year in which the investment was made. 

4. A passthrough entity that invests in a qualified business must be 
considered to be the taxpayer for purposes of the investment limitations in 
this section and the amount of the credit allowed with respect to a 
passthrough entity's investment in a qualified business must be 
determined at the passthrough entity level. The amount of the total credit 
determined at the passthrough entity level must be allowed to the 
members in proportion to their respective interests in the passthrough 
entity. 

5. An investment made in a qualified business from the assets of a retirement 
plan is deemed to be the retirement plan participant's investment for the 
purpose of this chapter if a separate account is maintained for the plan 
participant and the participant directly controls where the account assets 
are invested. 

6. The investment must be made on or after the certification effective date 
and must be at risk in the business to be eligible for the tax credit under 
this section. An investment for which a credit is received under this 
section must remain in the business for at least three years. Investments 
placed in escrow do not qualify for the credit. 

7. The entire amount of an investment for which a credit is claimed under this 
section must be expended by the qualified business for plant, equipment, 
research and development, marketing and sales activity, or working capital 
for the qualified business. 

8. A taxpayer who owns a controlling interest in the qualified business or who 
receives more than fifty percent of the taxpayer's gross annual income 
from the qualified business is not entitled to a credit under this section. A 
member of the immediate family of a taxpayer disqualified by this 
subsection is not entitled to the credit under this section. For purposes of 
this subsection, "immediate family" means the taxpayer's spouse, parent, 
sibling, or child or the spouse of any such person. 

9. The tax commissioner may disallow any credit otherwise allowed under 
this section if any representation by a business in the application for 
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certification as a qualified business proves to be false or if the taxpayer or 
qualified business fails to satisfy any conditions under this section or any 
conditions consistent with this section otherwise determined by the tax 
commissioner. The commissioner has four years after the due date of the 
return or after the return was filed, whichever period expires later, to audit 
the credit and assess additional tax that may be found due to failure to 
comply with the provisions of this chapter. The amount of any credit 
disallowed by the tax commissioner that reduced the taxpayer's income 
tax liability for any or all applicable tax years, plus penalty and interest as 
provided under section 57-38-45, must be paid by the taxpayer. 

An angel fund that invests in a qualified business must be considered to 
be the taxpayer for purposes of the investment limitations in this section. 
The amount of the credit allowed with respect to an angel fund's 
investment in a qualified business must be determined at the angel fund 
level. The amount of the total credit determined at the angel fund level 
must be allowed to the investors in the angel fund in proportion to the 
investor's respective interests in the fund. An angel fund that is subject to 
the tax imposed under chapter 57-38 is not eligible for the investment tax 
credit under this chapter. 

SECTION 30. AMENDMENT. Section 57-38.6-03 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38.6-03. Agricultural business Investment tax credit. If a taxpayer 
makes a qualified investment in a qualified business, the taxpayer is entitled to a credit 
against state income tax liability as determined under section a? as 29, 57-38-30, or 
57-38-30.3. 

(2) DESK, (2) COMM 

1. The amount of the credit to which a taxpayer is entitled is thirty percent of 
the amount invested by the taxpayer in qualified businesses during the 
taxable year. 

2. The maximum annual credit a taxpayer may obtain under this section is 
fifty thousand dollars and no taxpayer may obtain more than two hundred 
fifty thousand dollars in credits under this section over any combination of 
taxable years. This subsection may not be interpreted to limit additional 
investment by a taxpayer for which that taxpayer is not applying for a 
credit. 

3. The credit under this section may not exceed the liability for tax under 
chapter 57-38. If the amount of credit under this section exceeds the 
liability for tax, the excess may be carried forward for up to ten taxable 
years after the taxable year in which the investment was made. 

4. A partnership, subchapter S corporation, limited liability company that for 
tax purposes is treated like a partnership, or any other passthrough entity 
that invests in a qualified business must be considered to be the taxpayer 
for purposes of the investment limitations in this section and, except for the 
tax liability limitation under subsection 2, the amount of the credit allowed 
with respect to the passthrough entity's investment in a qualified business 
must be determined at the passthrough entity level. The amount of the 
total credit determined at the passthrough entity level must be allowed to 
the passthrough entity's owners, in proportion to their respective 
ownership interests in the passthrough entity. 
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5. An investment made in a qualified business from the assets of a retirement 
plan is deemed to be the retirement plan participant's investment for the 
purposes of this chapter if a separate account is maintained for the plan 
participant and the participant directly controls where the account assets 
are invested. 

6. The investment must be made on or after the certification effective date 
and must be at risk in the business to be eligible for the tax credit under 
this section. A qualified investment must be in the form of a purchase of 
ownership interests or the right to receive payment of dividends from the 
business. An investment for which a credit is received under this section 
must remain in the business for at least three years. An investment placed 
in escrow does not qualify for the credit. 

7. The entire amount of an investment for which a credit is claimed under this 
section must be expended by the qualified business for plant, equipment, 
research and development, marketing and sales activity, or working capital 
for the qualified business. Real property that qualifies as an investment 
must be used in, and be an integral part of, the qualified business's North 
Dakota business operations. 

8. If the investment is a contribution of real property: 

a. The value of the contribution may not exceed the appraised value as 
established by a licensed or certified appraiser licensed or certified 
under the requirements of sections 43-23.3-04, 43-23.3-04.1, 
43-23.3-05, 43-23.3-06, 43-23.3-07, 43-23.3-08, 43-23.3-09, 
43-23.3-10, 43-23.3-11, and 43-23.3-12. 

b. The value of the contribution must be approved by the governing 
body of the qualified business applying the valuation standards set 
forth in subsection 3 of section 10-19.1-63. 

c. The qualified business receiving the contribution of real property shall 
provide to the tax commissioner a copy of the appraised valuation, a 
copy of the governing body's resolution approving the value of the 
contribution, and a copy of the statement of full consideration within 
thirty days after the instrument transferring title to the real property is 
recorded with the register of deeds as provided in chapter 47-19. 

d. A taxpayer making a contribution of real property is entitled to the tax 
credit in the taxable year in which the instrument transferring title to 
the real property is recorded with the register of deeds as provided in 
chapter 47-19. 

9. The tax commissioner may disallow any credit otherwise allowed under 
this section if any representation by a business in the application for 
certification as a qualified business proves to be false or if the taxpayer or 
qualified business fails to satisfy any conditions under this section or any 
conditions consistent with this section otherwise determined by the tax 
commissioner. The amount of any credit disallowed by the tax 
commissioner that reduced the taxpayer's income tax liability for any or all 
applicable tax years, plus penalty and interest provided under section 
57-38-45, must be paid by the taxpayer. 

Page No. 26 HR-76-8844 



• 

• 

• 

REPORT OF CONFERENCE COMMITTEE (420) 
Aprll 30, 2009 2:43 p.m. 

Module No: HR-76-8844 

Insert LC: 90715.0318 

SECTION 31. AMENDMENT. Subsection 3 of section 57-51-15 of the North 
Dakota Century Code as amended by House Bill No. 1304, as approved by the 
sixty-first legislative assembly, is amended and reenacted as follows: 

3. The amount to which each county is entitled under subsection 2 must be 
allocated within the county so the first fel:!f five million silf three hundred 
fifty thousand dollars is allocated under subsection 4 for each fiscal year 
and any amount received by a county exceeding fel:!f five million silf three 
hundred fifty thousand dollars is credited by the county treasurer to the 
county infrastructure fund and allocated under subsection 5. 

SECTION 32. REPEAL. Sections 57-38-01 .2, 57-38-01 .18, 57-38-02, 
57-38-06.1, 57-38-29, 57-38-29.2, 57-38-30.4, 57-38-67, 57-38-68, 57-38-69, and 
57-38-70 of the North Dakota Century Code are repealed. 

SECTION 33. LEGISLATIVE COUNCIL STUDY. During the 2009-10 interim, 
the legislative council shall consider studying corporate income taxes, with emphasis 
on the Uniform Division of Income Tax Act and the apportionment formula applied to 
multistate corporations doing business in North Dakota and the impact of how other 
states have adjusted apportionment factors under the Act. The legislative council shall 
report its findings and recommendations, together with any legislation required to 
implement the recommendations, to the sixty-second legislative assembly. 

SECTION 34. LEGISLATIVE COUNCIL STUDY. During the 2009-10 interim, 
the legislative council shall consider studying the feasibility and desirability of providing 
a homestead credit for all North Dakota residential property owners and occupants. 
The legislative council shall report its findings and recommendations, together with any 
legislation required to implement the recommendations, to the sixty-second legislative 
assembly. 

SECTION 35. EFFECTIVE DATE. This Act is effective for taxable years 
beginning after December 31, 2008, except section 31 of this Act, which is effective for 
taxable events occurring after June 30, 2009." 

Renumber accordingly 

Reengrossed HB 1324 was placed on the Seventh order of business on the calendar . 

(2) DESK, (2) COMM Page No. 27 HR-76-8844 
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SB 1324 

Taxpayers' Dividend Stimulus Package 

• This is a simple measure. It embraces the Governor's plan for 
reducing personal income tax. But, rather than delaying these 
tax breaks for North Dakota people, HB 1324 returns $100 million 
of the estimated $1 billion surplus back to North Dakota 
taxpayers on May 1st of this year. 

• With HB 1324, every North Dakota who paid personal income 
taxes in April of 2008 will receive 34 percent of their 2007 tax 
liability back this spring. 

• The State of North Dakota collected $290 million in personal 
income tax last year (2007). Today, the state treasury is flush 
with money. The state doesn't need all of this money. 

• This bill says, "Hey North Dakota taxpayers, you overpaid. Here's 
one-third of your tax dollars back." 

• Anyone who overpays a bill receives money back or a credit on 
account. This measure treats North Dakota taxpayers like 
customers who paid too much and are owed a check back for 
their overpayment. 

• Clearly, legislators and state agencies could find ways to spend 
this money. Even with this Taxpayer's Dividend Stimulus 
package, the state will have plenty of money to invest generously 
in priority causes. 

• This measure has no effect on the 09-11 general fund revenue, as 
$100 million is already built into the budget. To put the money in 
taxpayer's hands now rather than July, this bill uses $100 million 
from the POTF for 60 days until the new biennium starts. 

• This bill mirror's the rest of the governor's proposal and 
permanently lowers the personal income tax rate by 13 percent 
beginning in the 2011 tax year . 

Rep. Rick Berg HB 1324 Testimony, Page 1 of 1 



.. 

• 

• 

Testimony of Jeb Oehlke 
North Dakota Chamber of Commerce 

HB 1324 
January 26, 2009 

NORfH DAKOTA 
CHAMBER., COMMERCE 

Mr. Chaimian and members of the committee, my name is Jcb Oehlke and I am here 

today representing the ND Chamber of Commerce, the principle business advocacy group 

in North Dakota. Our organization is an economic and geographical cross section of 

North Dakota"s private sector and also includes state associations, local chambers of 

commerce. development organizations, convention and visitors bureaus and public sector 

organizations. For purposes of this hearing we arc also representing thirteen local 

chambers with total membership over 5,760 members. A list of those associations is 

attached. As a group we stand in support of HB 1324 and urge a do pass from the 

committee on this bill. 

More than 90% of businesses in North Dakota pay their taxes through personal income 

tax. Proprietorships, partnerships, LP's, LLP's, LLLP's, LLC's and subchaptcr S 

corporations are all pass through entities for tax purposes and taxable income is reported 

on individual returns. 1-IB 1324 reduces the income tax North Dakota businesses and 

individuals pay and allows them to invest that income into North Dakota's economy. 

Much of the pre-session discussion centered around the enviable position we arc in due 

the substantial budget surplus that was created in the current biennium. This body has the 

diflicult task of deciding how much to keep in reserve, how much to spend and where to 

THE VoicE of NORTH DAkorA BusiNEss 
1'0 130\ 2659 13iSM,\RCk, ND ~8~02 loll-lR!T: 800-/82-140~ LC>CAI: 701-222-0929 FAx: 70l-222-l6ll 
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spend it. We have the opportunity to say lo the rest of the country that North Dakota is 

open for business and business opportunity. We can do that by creating a climate for 

business to succeed. Whal better message can we send than to lower personal income 

taxes, visibly demonstrating that our actions back up our words when we tell businesses 

they will be welcome when they choose to do business in North Dakota? It is the best 

economic development tool we can use to support our other initiatives. 

Thank you for the opportunity to appear before you today in support of HB 1324. 1 am 

happy to answer any questions . 

HB 1324, Oehlke, Page 2 
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NORfH DAKOTA 
CHAMBER f COMMERCF. 

The following chambers are members of a coalition that support our 2009 Legislative 
Policy Statements: 

Beulah Cham her of Commerce - 130 memhers 

Bismarck-Mandan Chamber of Commerce - 1.200 members 

Chamber of Commerce of Fargo Moorhead - 1,800 members 

Devils Lake Area Chamber of Commerce 

Grafton Arca Chamber of Commerce 

Greater Bottineau Arca Chamber of Commerce - 155 members 

Harvey Area Chamber of Commerce 

Hettinger Arca Chamber of Commerce - 145 members 

Jamestown Area Chamber of Commerce - 360 members 

Kenmare Association of Conuncrce 

Minot Chamber of Commerce - 700 members 

North Dakota Chamber of Commerce - 1100 members 

Oakes Area Chamber of Commerce - 170 members 

Total Businesses Represented= 5,760 members 

THE VoicE of NORTH DAkorA BusiNEss 
PO BO\ 2659 BiSMARCk, ND 18102 loll-lim: 800-)82-140, LOCAi: 701-222-0929 rAx: i'0l-222-16ll 

www.N<lclt,\Mbrn.coM ,dcl1,1MbER@Nclcl1AMbrn.coM 



Josh Askvig 
North Dakota Education Association 
Testimony on HB 1324 

Mr. Chairman, members of the committee my name is Josh Askvig with the 

North Dakota Education Association. I appreciate the chance to testify on 

House Bill 1324 this morning. The NDEA opposes HB1324. 

Our opposition is based on two factors, balance and sustainability. As you 

know, Governor Hoeven has proposed his own version of income tax relief 

(HB1279) and property tax relief (S82199). According to the fiscal notes, 

these two bills would provide a total tax relief package of $400 million in the 

next biennium. Also, as part of his proposal he also included an additional 

$100 million for K-12 education funding (HB1013), which will further reduce 

property tax burdens. These proposals are a more balanced approach to 

- funding, tax relief, and saving priorities in this state than the proposal 

contained in HB1324. 

Also, many have asked the last few weeks about how to sustain the 

proposed increases in funding. It would be imprudent to further reduce 

revenues in the manner contained in HS 1324 and at the same time raise 

the question of sustainability. Our state has many needs now, and we are 

finally in a position to make the necessary investments and improvements 

in infrastructure, growth, and people. 

Again, Mr. Chairman and members of the committee thank you for the time. 

We hope that you will give this bill a Do Not Pass Recommendation. 

would be happy to answer any questions. 
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NORTH DAKOTA LEGISLATIVE COUNCIL 

Minutes of the 

TAXATION COMMITTEE 

Thursday, October 2, 2008 
Roughrider Room, State Capitol 

Bismarck, North Dakota 

Senator Bob Stenehjem, Chairman called the 
meeting to order at 9:00 a.m. 

Members present: Senators Bob Stenehjem, 
Dwight Cook, Ben Tollefson, Constance Triplett, 
Herbert Urlacher; Representatives Larry Bellew, 
Wesley R. Belter, Glen Froseth, Craig Headland, Gil 
Herbel, Jim Kasper, Scot Kelsh, Ario Schmidt, 
Benjamin A. Vig, Dave Weiler, Dwight Wrangham 

Members absent: Representatives David 
Drovdal, Mark S. Owens 

Others present: Representative Shirley Meyer, 
member of the Legislative Council, was also in 
attendance. 

See Appendix A for additional persons present. 
It was moved by Representative Bellew, 

seconded by Senator Cook, and carried on a voice 
vote that the minutes of the July 2, 2008, meeting 
be approved as distributed. 

INCOME TAX STUDY 
Chairman Stenehjem called on committee counsel 

for presentation of a bill draft (90018.0200) to 
eliminate individual income tax Form ND-2. 
Committee counsel said the bill draft has only minimal 
changes from the version previously reviewed by the 
committee. He said the previous version would have 
repealed North Dakota Century Code (NDCC) 
Sections 57-38-02 and 57-38-03 and it was suggested 
by the Tax Department that these sections not be 
repealed because they might be useful in 
administration of remaining income tax laws. He said 
the sections were removed from the repeal. He said 
the committee requested that the bill draft be adjusted 
to make it revenue-neutral. He said the estimated 
fiscal effect of the bill draft was a revenue gain of 
approximately $150,000. He said a very small rate 
change on the lowest income tax brackets in Section 
57-38-30.3 is included in the bill draft, which would 
reduce the lowest bracket tax rate from 2.1 O percent 
to 2.099 percent. He said this is a very small rate 
change because of the small fiscal effect. He said the 
income amounts in the income brackets on the five 
filing categories under Section 57-38-30.3 appear to 
be substantial increases. He said the reason the 
increases appear so large is that the statutory income 
amounts in the brackets are from taxable year 2001 
and the underscored income amounts are for taxable 
year 2009. He said the income brackets are indexed 
for inflation and nine years of income increases from 

indexing account for the apparent sizable income 
increase. 

In response to a question from Representative 
Belter, committee counsel said the bill draft eliminates 
all of the deductions in NDCC Section 57-38-01.2 
which apply only on Form ND-2. He said those 
exemptions are not transferred by the bill draft to 
Form ND-1. 

Representative Froseth said he receives inquiries 
from constituents about why they are unable to use 
their income tax deduction. He said because some 
deductions are available only on Form ND-2, 
taxpayers cannot use the deduction on Form ND-1, 
and they are disappointed that the deduction is not 
usable. 

Committee counsel said the bill draft was prepared 
to be revenue-neutral, based on current income tax 
rates. He said if the initiated measure to reduce 
income tax rates on the November general election 
ballot is approved by the voters, the income tax 
bracket changes in the bill draft could be eliminated 
because revenue neutrality will not be an issue if the 
Form ND-1 rates are reduced by 50 percent. 

Chairman Stenehjem called on Ms. Kathy 
Strombeck, Research Analyst, Tax Department, for a 
presentation of information {Appendix B) on the 
estimated fiscal effect if initiated measure No. 2 is 
enacted by the voters. Ms. Strombeck said the 
estimated biennial fiscal impact is a revenue reduction 
of $414,237,000, which is a revenue reduction for 
individual income tax of $375,983 and for corporation 
income tax of $38,254,000. 

Ms. Strombeck said the information provided also 
has statistics relating to the potential effect of initiated 
measure No. 2 if there is a continuation of the 
property tax relief income tax credit in 2007 Senate 
Bill No. 2032. She said through September 30, 2008, 
28,613 property tax certificates have been issued to 
taxpayers. She said if a property tax credit program is 
continued and initiated measure No. 2 is enacted by 
the voters, the number of certificates would increase 
to approximately 43, 118. 

Ms. Strombeck said of the estimated corporate 
income tax reduction that would be provided by 
enactment of initiated measure No. 2, approximately 
42 percent of the tax relief would go to the top 
25 corporations. She said approximately 93 percent 
of the tax reduction would go to multistate and 
multinational corporations. She said this effect is 



• 

Taxation 

because these corporations pay the greatest share of 
corporate income taxes. 

Ms. Strombeck said the tables provided on the 
information she distributed to committee members 
show the approximate tax reduction for taxpayers in 
each designated income bracket if initiated measure 
No. 2 is enacted. 

In discussion of the bill draft to eliminate 
Form ND-2, Senator Cook asked whether taxpayers 
making contributions or other expenditures for which a 
deduction is available in February or March 2009 
would lose that deduction if the bill draft is enacted by 
the 2009 Legislative Assembly. Committee counsel 
said the effective date of the bill makes it apply to the 
2009 taxable year and if taxpayers make contributions 
or expenditures in February or March in anticipation of 
a tax deduction on Form ND-2, the deduction would 
be lost for that taxable year if the bill is enacted. He 
said taxpayers making contributions or expenditures 
in anticipation of deductions on Form ND-2 already 
face the possibility that the deduction will not be 
available if their tax liability on Form ND-1 ends up 
being lower at the end of the tax year. 

Senator Cook said he believes it is inappropriate to 
recommend the bill draft and make it effective for the 
2009 tax year if taxpayers might qualify for deductions 
that would be taken away by passage of the bill. 

It was moved by Senator Cook, seconded by 
Senator Triplett, and carried on a voice vote that 
the effective date of the bill draft be amended to 
be effective for taxable years beginning after 
December 31, 2009. 

Representative Kasper asked Ms. Strombeck what 
savings would exist for the Tax Department by 
elimination of Form ND-2. Ms. Strombeck said 
savings to the Tax Department would total about 
$25,000 per biennium. Representative Kasper said it 
appears there would be minimal savings to the state 
from elimination of Form ND-2. He said he does not 
see the problem that would be solved by eliminating 
Form ND-2. 

In response to a question from Senator Stenehjem, 
Ms. Strombeck said many individuals who file the 
Form ND-2 return do so in error. She said they would 
be helped by eliminating that filing approach because 
they would have to file on the correct form to minimize 
income tax liability. She said eliminating Form ND-2 
would reduce tax preparation confusion and expenses 
for taxpayers. 

Representative Kasper asked whether any 
taxpayer would have to pay more income tax without 
Form ND-2. Ms. Strombeck said some taxpayers 
would pay more income taxes without Form ND-2. 

Senator Triplett asked whether it would be possible 
to move deductions and credits available on Form 
ND-2 to make them available on Form ND-1. 
Committee counsel said deductions and credits could 
be moved individually or as a group from Form ND-2 
to Form ND-1. He said the bill draft does not move 
any deductions or credits currently available only on 
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Form ND-2 and all of those deductions and credits are 
eliminated by the bill draft. 

Representative Kasper said he would not favor 
elimination of Form ND-2. He said eliminating that 
filing option amounts to a tax increase for certain 
citizens, many of whom are retired. 

Representative Wrangham said many people do 
not get to use deductions or credits because they are 
available only on Form ND-2. He said these 
individuals would benefit from moving those 
deductions or credits to Form ND-1. Senator 
Stenehjem said that is true but the deductions and 
credits available only on the long form would have a 
substantial fiscal impact from moving them to the 
short form. He said this is where it becomes difficult 
for the Legislative Assembly to make a judgment 
about the appropriateness of each credit or deduction 
and whether it should be available on Form ND-1, 
which has a lower tax rate. 

Representative Kasper said if the bill draft 
addressed moving deductions to Form ND-1, it would 
be more appropriate but without that change he 
cannot support the bill draft. 

Representative Belter said each deduction or credit 
is an individual issue. He said each deduction or 
credit has been approved separately by the 
Legislative Assembly at some time in the past. He 
said it would not be appropriate to move all of the 
deductions or credits to Form ND-1 without individual 
consideration of each one. 

AGRICULTURAL ASSESSMENT 
Chairman Stenehjem called on committee counsel 

to review a bill draft (90249.0100] to extend the 
deadline for county implementation of use of soil 
survey data in agricultural property assessments. 
Committee counsel said a provision was added to 
NDCC Section 57-02-27.2 by 2007 legislation to 
impose a penalty of 5 percent of the county's 
allocation from the state aid distribution fund if the 
county has not fully implemented use of soil type and 
soil classification data from soil surveys for taxable 
years after 2009. He said the bill draft extends the 
deadline through taxable year 2011. He said the 
committee has received information on county efforts 
to implement use of soil survey data in assessments. 
He said the information received indicates that all 
counties are at least in the process of trying to 
implement use of soil surveys but it appears some 
counties will not be able to meet the 2010 deadline. 

Senator Urlacher said a few counties remain which 
have not implemented use of soil surveys. He said if 
an extension of time is warranted that is fine with him, 
but the Legislative Assembly needs to keep the 
penalty requirement in the law to achieve uniform 
assessment of agricultural property in the state. 

In response to a question from Senator Stenehjem, 
Ms. Sara Hewson, Tax Department, said she has 
completed a recent review of county efforts to 
implement use of soil surveys in assessments. She 
said 19 counties are in the early stages of 



Proposal: Shift more of the mandated social services costs, currently 
delivered by local units of government, to state level revenue sources. 

Pros: 
(I) This may conform better to both equity criteria (i.e., benefits 

received and ability to pay). 
(2) The mandate for social service activities would be funded by those 

imposing the directive. 

Con: The reduced local property tax revenues would need to be replaced 
by another source at the state level, requiring a close examination of the 
ultimate tax incidence. 

Property Tax Equalization 
Property tax equalization across/among taxing jurisdictions is difficult to 
keep current. There may be many, under-trained individuals across the 
state charged with keeping property value assessments equalized across 
jurisdictions. The natural administrative lag within jurisdictions is a lesser 
issue if it is somewhat consistent across jurisdictions. Unless property tax 
equalization across/among jurisdictions is current, the burden of the tax is 
not spread according to the intent. 

Proposal: Consider Montana's system, where all property tax assessment 
is accomplished by equally trained, state-level employees. 

Pro: Consistently administered property tax statewide would lead to 
enhanced equity in the system. 

Con: Property tax rates may increase slightly in total to cover the added 
cost of enhanced assessment and may increase for those who previously 
benefited from the lack of consistency. 

Individual and Corporate Income Taxes 
North Dakota· s individual and corporate income taxes are often 
misunderstood, with people frequently thinking the rates are much higher 
than they actually are. For example, a recent CFO magazine story showed 
North Dakota having the highest corporate income tax rate in the country. 
Unfortunately, this type of national notoriety is far from limited to this one 
article. Having two alternative filing methods for individuals (short and 
long forms) contributes to confusion, complexities, and inconsistencies. 
Additionally, both of the existing individual income tax forms provide a 
misconception that we are a very high tax state. One return reflects a 14 
percent tax rate and the other a 12 percent tax rate. Tying North Dakota 



income taxes almost entirely to federal income tax obligation brings about 
both confusion with respect to the rates and state tax collections that are 
subject to the whims of federal policy makers. Having an individual long 
form creates confusion regarding the actual taxes that almost all North 
Dakotans pay and increases administrative costs. 

Proposal regarding Individual Income Taices: Eliminate both of the 
existing individual income tax returns (short and long forms) and replace 
them with one individual income tax return that starts with either federal 
adjusted gross income or taxable income. 

Pros: 
(I) Tax rates would be much more reflective of actual revenues and tax 

rates. 
(2) Reduces the impact of changes in federal tax policy, since most of 

the tax from this source is significantly tied to changes by the federal 
government. 

(3) One form rather than two. 
(4) The lost deductions and credits on the long form would not really be 

lost because very few people can currently take advantage of them. 

Cons: 
(I) Tax burdens would be shifted. 
(2) A lower nominal rate may tempt subsequent legislatures to increase 

the tax rates. 
(3) Many taxpayers would lose the possibility of using the special 

deductions that are currently on the long form. 
( 4) Special interest groups may convince lawmakers to put the 

deductions and credits from the existing long form onto a new state 
form. 

Proposal regarding Corporate Income Taices: Eliminate the federal tax 
deduction and reduce rates accordingly. 

Pro: The printed tax rates would be much more reflective of the real or 
effective rates. 

Cons: 
(I) Tax burdens would be shifted. 
(2) With a lower nominal rate, subsequent legislatures may be tempted 

to increase the rates. 
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HOUSE BILL NO. 1324 

Existing Law Representative Berg Governor Senator Hogue Senator Cook 

2.10% 1.81% 1.68% 1.70% 1.47% 

3.92% 3.38% 3.50% 3.40% 3.29% 

4.34% 3.75% 3.92% 3.60% 3.71% 

5.04% 4.35% 4.62% 4.25% 4.41% 

5.54% 4.78% 5.12% 5.00% 4.91% 

Fiscal Impact $ 100 million $ 100 million $ 114 million $ 150 million 
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Testimony of Bill Shalhoob 
North Dakota Chamber of Commerce 

HB 1324 
March 4, 2009 

NORTH DAKOTA 
CHAMIHR r COMMl'RCr 

Mr. Chairman and members of the committee, my name is Bill Shalhoob and am 
here today representing the ND Chamber of Commerce, the principle business advocacy 
group in North Dakota. Our organization is an economic and geographical associations 
cross section of North Dakota's private sector and also includes state, local chambers of 
commerce development organizations, convention and visitors bureaus and public sector 
organizations. As a group we stand in support of HB I 324 and urge a do pass from the 
committee on this bill. 

HB 1324 is the third tax cut bill heard by this committee, the first two being the 
property tax bill heard before crossover and the corporate tax bill heard on Monday. 
Together the three make a comprehensive tax policy statement that represents the reality 
of our current fiscal state. Some will say we should not enact this legislation because of 
the vote on Measure 2 last fall. We disagree. That vote was on a 50% reduction and was 
voted on in conjunction with Measure I. Governor Hoeven and many others talked about 
a reduction in personal income taxes at an appropriate level and the $ I 00 million in this 
bill is a measured and proper level for this tax. 

On behalf of the 20,000 plus business filers who pay their business taxes through 
their personal income taxes and all of the citizens of North Dakota who pay personal 
income taxes, I want to thank you for the opportunity to appear before you today in 
support ofHB 1324. I would be happy to answer any questions . 

THE VoicE of NORTH DAkorA BusiNEss 
PO Box 2659 BiSMAllck, ND 58502 loll-l11EE: 800-}82-1405 LOCAi: 701-222-0929 FAX: 701-222-1611 
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Dlstrib. Forecasted Gross Production Tax Revenues to Counties and Schools - H8 1304. mange to allocate $5.35 mllllon: 

·l--o.,~5, +-o -AB 130~. 
County Distribution Expected Under Schools Distribution Expected Under 

Provisions of HB 1304 Provisions of HB 1304 • FY 2010: 

35% of the First 100%of 75%of 67%of S0%of Remaining to 

FY 2010 FY2011 Biennium $5.35 milllon First $350,000 Next $350,000 Next $262,500 Next $175,000 Population cap Total 

Billings s 4,427,118 s 4,767,785 s 9,194,903 s 1,549,491 s 350,000 s 262,500 s 175,009 s 87,500 s 411,991 s 1,287,000 

Bottineau 3,286,7n 3,449,009 6,735,786 1,150,372 350,000 262,500 175,098 87,500 12,872 887,970 

Bowman 7,274,063 7,637,723 14,911,786 1,872,500 350,000 262,500 175,009 87,500 560,000 1,435,009 

Burke 2,345,221 2,633,955 4,979,176 820,827 350,000 262,500 80,556 693,056 

Divide 1,486,645 1,719,270 3,205,915 520,326 350,000 127,744 477,744 

Dunn 5,459,804 5,962,062 11,421,866 1,872,500 350,000 262,500 175,009 87,500 560,000 1,435,009 

Golden Valley 1,171,977 1,355,364 2,527,341 410,192 350,000 45,144 395,144 

McHenry 64,272 74,328 138,600 22,495 22,495 22,495 

McKenzie 6,808,321 7,099,104 13,907,425 1,872,500 ~CKX) 262,500 - ~009 ____§_L_SOO ~~(N)) _ 1,435,009 

Mclean 
Mountrail 9,164,807 9,824,325 18,989,132 1,872,500 350,000 262,500 175,009 87,500 735,CNX> 1,610,009 

Renville 1,311,221 1,516,396 2,827,617 458,927 350,000 81,696 431,696 

Slope 78,251 90,495 168,746 27,388 27,388 27,388 

Stark 2,421,370 2,722,019 5,143,389 847,480 350,000 262,500 98,325 710,825 

Ward 103,056 119,182 222,238 36,070 36,070 36,070 

Williams S,967,279 6,548,945 12,516,224 1,872,500 350,000 262,500 175,009 87,500 735,000 1,610,009 

s 51,370,182 s 55,519,962 s 106,890,144 ~FY2010wfill:. s 12,494,432 

(Same as Above) Schools Distribution Under HB 1304-: FY 2011: 

Billings s 4,427,118 s 4,767,785 s 9,194,903 1,668,725 s 350,000 s 262,500 s 175,009 s 87,500 s 490,000 s 1,365,009 

Bottineau 3,286,777 3,449,009 6,735,786 1,207,153 350,000 262,500 175,009 87,500 69,653 944,662 

Bowman 7,274,063 7,637,723 14,911,786 1,872,500 350,000 262,500 175,009 87,500 560,000 1,435,009 

Burke 2,345,221 2,633,955 4,979,176 921,884 350,000 262,500 147,930 760,430 

Divide 1,486,645 1,719,270 3,205,915 601,745 350,000 188,808 538,808 

Dunn 5,459,804 5,962,062 11,421,866 1,872,500 350,000 262,500 175,009 87,500 560,000 1,435,009 

Golden Valley 1,171,977 1,355,364 2,527,341 474,377 350,000 93,283 443,283 

McHenry 64,272 74,328 138,600 26,015 26,015 26,015 

McKenzie 6,808,321 7,099,104_ 13,907,425 1,872,500 350,000 262,500 175,009 87,500 560,000 1,435,009 

Mclean 

Mountrail 9,164,807 9,824,325 18,989,132 1,872,500 350,000 262,500 175,009 87,500 735,000 1,610,009 

Renville 1,311,221 l,S16,396 2,827,617 530,739 350,000 135,554 485,SS4 

Slope 78,251 90,495 168,746 31,673 31,673 31,673 

Stark 2,421,370 2,722,019 5,143,389 952,707 350,000 262,500 168,480 780,980 

Ward 103,056 119,182 222,238 41,714 41,714 41,714 

Williams 5,967,279 6,548,945 12,516,224 1,872,500 350,000 262,500 175,009 87,500 735,000 1,610,009 

s 51,370,182 s 55,519,962 s 106,890,144 FY 2011 w Fix:!'- s 12,943,173 



Di.tion of Forecasted Gross Production Tax Revenues to Co.s and Schools - Current Law: -
Current County Distribution of Feb Leg Fest Current Law Distribution of 

Based on Jan 2009 Production and Schools' Share 35% 
Current Law Distribution Formula Up to $3.9 M/ $4.1 M / $4.6 M 

FYl0 FYll Biennium FYl0 FYll Biennium 

Billings $ 3,677,118 $ 4,017,785 $ 7,694,903 1,286,991 1,365,000 $ 2,651,991 
Bottineau 2,536,777 2,699,009 5,235,786 887,872 944,653 1,832,525 
Bowman 5,100,000 5,100,000 10,200,000 1,435,000 1,435,000 2,870,000 
Burke 1,980,147 2,172,636 4,152,783 693,052 760,423 1,453,474 
Divide 1,364,984 1,539,452 2,904,436 477,744 538,808 1,016,552 
Dunn 4,709,804 5,100,000 9,809,804 1,435,000 1,435,000 2,870,000 
Golden Valley 1,128,983 1,266,523 2,395,506 395,144 443,283 838,427 
McHenry 64,272 74,328 138,600 22,495 26,015 48,510 
McKenzie 5,100,000 5,100,000 10,200,000 1,435,000 1,435,000 2,870,000 
Mclean 
Mountrail 5,600,000 5,600,000 11,200,000 1,610,000 1,610,000 3,220,000 
Renville 1,233,416 1,387,297 2,620,713 431,695 485,554 917,249 
Slope 78,251 90,495 168,746 27,388 31,673 59,061 
Stark 2,030,913 2,231,346 4,262,259 710,820 780,971 1,491,791 
Ward 103,056 119,182 222,238 36,070 41,714 77,783 
Williams 5;217,279 5,600,000 10,817,279 1,610,000 1,610,000 3,220,000 

$ 39,925,000 $ 42,098,053 $ 82,023,053 $ I; 12,494,2]1 $ · 12,943,09'1 $ . 25,437,36~ 
{Targeted Amounts to be Dist Under HB 1304) 



.n of Fore<asted Gross Prod..-n Tax Revenues to Counties and Schools • HB 1304. with allocation of $4.6 miUlon: -
County Distrlbutk,n Expected Under Schools Distributk,n Expected Under 

Provisiom of HS 1304 Provisions of HB 1304 • FY 2010:. 

35% of the First 100%of 75%of 67"of 50%0! Remaining to 
FY 2010 FY2011 Biennium $4.6 million First $350,000 _!!ext $350,000 Next $262,500 Next $175,000 Population cap Total 

Billings s 4,427,118 s 4,767,785 s 9,194,903 s 1,549,491 s 350,000 s 262,500 s 175,009 s 87,500 s 411,991 s 1,287,000 
Bottineau 3,286,777 3,449,009 6,735,786 1,150,372 350,000 262,500 175,098 87,500 12,872 887,970 
Bowman 7,274,063 7,637,723 14,911,786 1,610,000 350.000 262,500 175,009 87,500 472,500 1,347,509 
Burti:e 2,345,221 2,633,955 4,979,176 820,827 350,000 262,500 80,556 693,056 
Divide 1,486,645 1,719,270 3,205,915 520,326 350,000 127,744 4n,744 
Dunn 5,459,804 5,962,062 11,421,866 1,610,000 350,000 262,500 175,009 87,SOO 472,500 1,347,509 
Golden Valley 1,171,977 1,355,364 2,527,341 410,192 350,000 45,144 395,144 
McHenry 64,272 74,328 138,600 22,495 22,495 22,495 
McKenzie 6,808,321 7,099,104 13,907,425 1,610,000 350,000 262,500 175,009 87,500 472,500 1,347,509 
Mclean 

Mountrail 9,164,807 9,824,325 18,989,132 1,610,000 350,000 262,500 175,009 87,500 472,500 1,347,509 
Renville 1,311,221 1,516,396 2,827,617 458,927 350,000 81,696 431,696 
Slope 78,251 90,495 168,746 27,388 27,388 27,388 
Stan< 2,421,370 2,722,019 5,143,389 847,480 350,000 262,500 98,325 710,825 
Ward 103,056 119,182 222,238 36,070 36,070 36,070 
Williams 5,967,279 6,548,945 12,516,224 1,610,000 350,000 262,500 175,009 87,500 472,500 1,347,509 

s 51,370,182 s 55,519,962 s 106,890,144 FY 2010 w/o Fix: $ 11,706,932 

(Same as Above) Schools Distribution Under HB 1304- FY 2011: 
Billings s 4,427,118 s 4,767,785 s 9,194,903 1,610,000 s 350,000 s 262,500 s 175,009 s 87,500 472,500 s 1,347,509 
Bottineau 3,286,777 3,449,009 6,735,786 1,207,153 350,000 262,500 175,009 87,500 69,653 944,662 
Bowman 7,274,063 7,637,723 14,911,786 1,610,000 350,000 262,500 175,009 87,500 472,500 1,347,509 
Burke 2,345,221 2,633,955 4,979,176 921,884 350,000 262,500 147,930 760,430 
Divide 1,486,645 1,719,270 3,205,915 601,745 350,000 188,808 538,808 
Dunn 5,459,804 5,962,062 11,421,866 1,610,000 350,000 262,500 175,009 87,500 472,500 1,347,509 
Golden Valley 1,171,977 1,355,364 2,527,341 474,377 350,000 93,283 443,283 
McHenry 64,272 74,328 138,600 26,015 26,015 26,015 
McKenzie 6,808,321 7,099,104 13,907,425 1,610,000 350,000 262,500 175,009 87,500 472,500 1,347,509 
Mclean 

Mountrail 9,164,807 9,824,325 18,989,132 1,610,000 350,000 262,500 175,009 87,500 472,500 1,347,509 
Renville 1,311,221 1,516,396 2,827,617 530,739 350,000 135,554 485,554 
Slope 78,251 90,495 168,746 31,673 31,673 31,673 
Stark 2,421,370 2,722,019 5,143,389 952,707 350,000 262,500 168,480 780,980 
Ward 103,056 119,182 222,238 41,714 41,714 41,714 
Williams 5,967,279 6,548,945 12,516,224 1,610,000 350,000 262,500 175,009 87,500 472,500 1,347,509 

s 51,370,182 s 55,519,962 s 106,890,144 FY 2011 w/o Fix: $ 12,138,173 
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North Da;kota T exp.aye,rs' As:s:ociatio.n 
HB I 324 Testimony and Supporting Data 

- March 4'", 2009 -

Mr. Chairman and Members of the Committee, 

HB 1324 is probably the most timely you will hear testimony on this session. As it was 
passed by the House, it offers $100 million up-front in the form of a 30% refund of every 
North Dakotan's income tax return. I will say up front that the major problem with this bill 

is that it does not do enough. 

By now, I am sure you have heard of the Minneapolis Federal Reserve report that says 
personal income in North Dakota will decrease by 15.4% this year. I have attached it to my 
testimony for the record. 

15% less personal income means: 

• 15% less individual income tax 

• 15% less personal spending-> 15% less sales tax revenue 

• Lower market prices for housing-> less property tax revenue -> higher property tax 

mill rates ->higher property taxes 

This 15% reduction in personal income will affect all 3-legs of the so-called 3-legged stool. 

The more of the surplus that can be back injected into the economy, the less local 

governments will have to increase property taxes because of sales tax shortfalls and a glut in 
the housing market. 

For this reason, I would like to suggest to this committee to increase the upfront refund. 
won't suggest how much, but the economic situation dictates that the more of the surplus 

that is reinjected into the economy the better. 

If the legislature truly wants to prevent future and immediate property tax increases it will 
pass HB 1324. 

Finally, if the legislature chooses to sit on this surplus, and not put it to work in the 
economy, it is doing the exact same thing that banks who took bailout money and are not 
lending it out. 

- Dustin Gawrylow (Lobbyist# 198) 
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• Attached Data 

I. Federal Reserve Report 

2. Data - Personal Income vs. State Spending ( 1989-2009)* 

3. Graphs 

a. Personal Income vs. General Fund Spending (1989-2009)* 

b. General Fund Spending as a Percentage of Personal Income (1989-2009)* 

4. General Fund Revenues By Source (1998-2008)** 
5. General Fund Revenues by Major Source (1998-2008)** 
6. State vs. Local Tax Collections (2007)** 

*Source: North Dakota Taxpayers' Association Analysis 

**Source: N.D. Tax Commissioner's Office 
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TUE FEDERAL RESERVE BANK ,1 MINNEAPOLIS ; 

1 Events 

News Releases 

President's Messages 

Beige Book 
News Release 

Contacts: Patti Lorenzen 
Media Representative 

612-204-5261 
Patti.Lorenzen@mpts.frb.org 

Toby Madden 
Regional Economist 

612-204-5372 
Toby.Madden@lmpls.frb.org 

MINNEAPOLIS FED FORECASTS ECONOMIC DOWNTURN 
WILL CONTINUE THROUGH 2009 IN THE NINTH DISTRICT 

MINNEAPOLIS, Feb. 11, 2009-The economic downturn wm continue 
through 2009 in the Ninth Federal Reserve District, according to the Federal 
Reserve Bank of Mlnneapolis' forecasting model. The Ninth District includes 
Minnesota, Montana, North and South Dakota, northwestern Wisconsin and 
the Upper Peninsula of Michigan. Employment by year-end is expected to 
be down from year-earlier levels and unemployment rates are expected to 
increase. 

"Even though the employment forecast is disappointing, some good news is 
forecast for personal income which is forecast to increase modestly, and for 
housing units authorized, which are expected to increase after reaching 
historically low levels in four1h quarter 2008," said Toby Madden, regional 
economist at the Minneapolis Fed. 

The 2009_ forecast is based on predicted changes from fourth quarter 2008 
to fourth quarter 2009, except for the unemployment rate, which is 
expressed in percent over the fourth quarter. The model is based on data 
through fourth quarter 2008 and does not incorporate recent and proposed 
monetary and fiscal policy actions 

Nonfarm Employment 
Employment is expected to contract in 2009. Nonfarm employment will 
decrease in all areas except North Dakota, where grov.'lh of 1.1 percent is 
expected. The largest drop (6 percent) Is expected in the Upper Peninsula 
of Michigan, foHowed by Wisconsin (3.2 percent), South Dakota (2.6 
percent), Minnesota (2.3 percent) and Montana (0.5 percent) 

Unemployment Rate 
Unemployment rates in the fourth quarter of 2009 are predicted to climb 
above historical averages In au areas of the district. The highest 
unemployment rates are expected in the Upper Peninsula (14 percent), 
followed by Minnesota (7.8 percent), Wisconsin {6.9 percent), Montana (5.8 
percent), North Dakota (4.4 percent) and South Dakota (4.2 percent). 

Personal Income 
Personal income is expected to grow modestly, but nevertheless slightly 
faster than in 2008. Personal income is expected to rise in 2009 in all states 
except North Dakota. The expected decrease In North Dakota 
(-15.4 percent) is likely attributed to the volatile nature offarm income. 

Housing Units Authorized 
After falling for several years to historically low levels. housing units 
authorized in 2009 are expected to increase In all states. In Minneaota, 
housing units authorized are expected to increase 102.9 percent to a 
seasonally adjusted annual 17,700 units in fourth quarter 2009 from a 
seasonally adjusted annual 8,700 unita in fourth quarter 2008. The large 
percent Increase la relative to the historically low ll!tvel reached in the fourth 
quarter; the series peaked in MInneaota during fourth quarter 2003 al 
41,500 units. Other increaaes In housing units authorized include Montana 
(18.1 percent), Wisconsin (10 percent), North Dakota (4.4 percent) and 
South Dakota (4.1 percent). 

tu one of lhe 12 Federal Reserve Banks, the Federal Re1erve Sank of M,nneepohs 
cootnbutes to a variety or Federal Reserve System fullctions, including operation ol e 
nationwide payments sys1em, d1stribulion ol the nat1on·s currency and coin, 1uperv1s1on 
and regulation or member banks and benk holding companies, and serving Ha ~seal 
agent !Of the U.S. Treasury. Additionally, the president ol the M1nneepol11 Fed serves as 
a member ol the Federal Open Market Committee. the monetary policymaking arm of the 
Federal Reserve·, Board of Governors. Together with its branch in Helena, Mont., the 
Minneapolis Fed servtts the Ninth Federal Reserve D11trict, which includes M1nr,esota. 

i. ..... _., '··~-~., ....... : ....... ,,," .......... 1:c-f',,,rl rwo/npu,~ P'1Pnh:/rP.ll?OOQ/fnrec.ast .cfrn 

HOM[ t:IIRI Hl~ CON!ACI US 

SEARCH I 
Other Federal Reserve Sites 

-...=:-- -fecfgazette f ..-............ ........ - .. ...,,_.,,...~ 

Related Lil k& 

Ninth D111rlct Eco11om1c fort'ca,1s 
NinH, Dl1tric1 Da!R 

Un,,.,d State, D•t11 

Bur11•u of L11tior Stal1st1c~ 

rt1 f=EOERAL RESERVE Ill CONSUMER HELP 

3/3/2009 
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Office of State Tax Commissioner Net Collections 
Fiscal Years 1998-2008 

1900 

1700 

1500 

l: 1300 
e! 
0 

c: 1100 
0 ,,, 
C 

-~ 900 
e 

700 

500 

300 

100 
199B 1999 2000 

D Moror fuels 

0 Co.ii T:tite'i 

Ta:iT,,., 1998 

Sa.ln&Uw 363.2 

bd.Womt 177.9 

Coap. btcomt 6ll 

OD Eitrartion 15) 

Gress Produrtion 29.5 

CCW.Taus 37) 

llotorFarh 105.1 

011:tr Tan, & Ft-H 860 

Totd N,1 Colltdions• 879,8 

2001 

1999 

383,2 

181.-4 

H.9 

12.1 

22.7 

38.J 

103.1 

106.9 

905,4 

*To·als may not sum dlr to r01mding 

2002 2003 2004 

■ Gro,.,. Production 

[I Oil Extro\·:tion 

0 Corporatr I.ucome 

?000 2001 200: 2003 

)86.6 398.6 4016 424.9 

198.J 213.4 1989 200.S 

47.5 ll.6 416 46.0 

lL0 24.8 17 I 22,6 

38.0 46,0 365 43.l 

39.0 39.l 38 2 39,4 

111.8 112.7 111 7 lllJ 

108.9 117.7 1213 ll1.2 

951.1 1004.l 9669 1023,4 

2004 

441.4 

:!14.1 

40.3 

25.6 

47.l 

406 

119.9 

121.9 

!0lU 

SOURCE: Office of State Tax: Comtnissiona 

2005 2006 2007 

0 Individu..'ll Income 

■ Sales& Uit-

100~ 2006 2007 !008 

480.6 495.6 156.0 611.6 

2-413 :n◄ .6 318.4 308.9 

62.7 111.8 120.0 140.7 

4l.6 61.8 67,2 18~.4 

RO 104.4 111.8 209.4 

37.7 )9,8 40,9 39.0 

122,2 1341 140.0 144.0 

JJ5.l 148,0 Jl8.l 165.3 

1199.7 1370.0 1.ll9.8 1,801,J 

2008 
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State vs. Local Tax Collections 
Regional Comparison - 2007 
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1989-91 
1991-93 
1993-95 
1995-97 
1997-99 

1999-2001 
2001-03 
2003-05 
2005-07 
2007-09 
2009-11 

., 
North Dakota 

Personal Income vs. General Fund Spending 
1989-2009 

General Fund Sll!!nding 1 General Fund Change % Personal Income 1 Income Change % 
$1,061,507,822 0.26% $18,600,000,000 10.1% 
$1,202,891,103 13.3% $20,900,000,000 12.4% 
$1,251,925,967 4.1% $22,500,000,000 7.7% 
$1,352,467,281 8.0% $26,462,000,000 17.6% 
$1,510,747,421 11.7% $29,003,000,000 9.6% 
$1,614,882,210 6.9% $31,879,000,000 9.9% 
$1,728,640,384 7.0% $33,908,000,000 6.4% 
$1,816,885,505 5.1% $37,571,000,000 10.8% 
$2,000,537,074 10.1% $41,553,000,000 10.6% 
$2,461,973,956 23.1% $45,799,000,000 10.2% 
$3,135,581,2372 27.4% $47,381,472,9003 3.5%3 

1 h tip:/ /www .leg is .nd .gov/fisc al/bienn i um-reports/60-2007 /budgetan alysis/legislative/pdf/legislativebudget/apprperson alincome. pdf 

2 http://www.legis.nd.gov/fiscal/biennium-reports/61-2009/budget-status/prevapprops.pdf 

.j 

General Fund 
S11ending As 
Percentage of 

Personal Income 
5.71% 
5.76% 
5.56% 
5.11% 
5.21% 
5.07% 
5.10% 
4.84% 
4.81% 
5.38% 
6.62% 

3 Based on 15.4% reduction in 2009 (Source: http://www.minneapolisfed.org/news events/rel/2009/forecast.cfm ), and a 6% increase in 2010 
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Personal Income vs. General Fund Spending 

(1989-2009) 

■ Personal Income 

■ General Fund Spending 
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• 2009-11 General Fund spending on-pace for a 55% increase over the 2005-07 budget. 
• 2009-11 Personal Income on-pace for a 14% increase over 2005-07 levels. 

-
General Fund Spending As 

Percentage of Personal 
Income 
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• General Fund Spending as a percentage of Personal Income on-pace to exceed 20-year highs. 
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Source of Major State and Local Taxes 
1998-2008 

.. 
-------------

.. --
........... L --
... 

-
01998 

--·- -- ll 1999 

______________ 02000 

■ 2001 

0200~ 

-------------11200_\ 

D 2004 
----------------

■ 2005 

· ········ D 2006 

■ 1001 

--~-□2008 
ol.<'l..1111.._ .. - - -U!:::1ill..UL.l..lL.l..&J·1... ...L'I..I!:'"' 

State Snln .. le Use 

.\lnjor Stnle Sonrrts 

~late 
fi,r•l Sak-s .. ~ 

Ymr Use: Inx 
1998 308,636,371 
1999 331,027,359 
2000 326,261,978 
:-001 140,114.169 

1002 335,598,693 
1003 360,908,220 
10()4 368,323,637 
:!005 111,553,511 
2006 428,906,406 
2007 485,986,114 
2008 530,283,623 

lltdll"idual 
111\0lnC' 

ill 
177,904,251 
181,389,034 
!97,101,325 
711,447,1~0 

198,922,525 
200,528,205 
214,145,899 
211,319,731 
274,621.741 
318,433,494 
308,889,352 

Propcrty Local Saks & u~• 

.\lnjor Loral Sourre, 

Pnip<'rty 

ill 
447,582,274 
465,203.396 
486,194,264 
~09,01?,7?1 

532,629,675 
560,151,909 
586,H2.0J 7 
618,065,693 
659, 189J76 
706,427,621 
740,540,738 

Lorn I 
Snk,; ,(:.; 

t:'ie Tux· 
48,929,646 
54,058,001 
58,711,263 
M,961.1~1 

65,368,838 
73,666,551 
68,644,8~4 
78,761,151 
87,563,544 
92,143,032 
96,566,720 

• Tii, local .sales lax figures do uot include ctly occupancy or city restaurant and lodging taxes . 
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Chairman and members of Senate Finance and Taxation 

My name is Wayne Papke, I am here today representing Citizens for 

Responsible Government, a volunteer group. I am a financial advisor by 

profession. 

I am here today to ask your support of HB 1324. 

The Federal Reserve bank out of Minneapolis recently released their forecast 

that personal income for North Dakota residents is expected to decline 15.4% 

just in 2009. 

We are facing pressures on the energy market, the agriculture markets and 

many other industries. Recently Goodrich Corporation from Jamestown, 

Bobcat, MDU and Microsoft, just to mention a few, have all announced 

sizeable layoffs here in North Dakota. 

We all feel the pain of our capital markets in that our stock market is down 

approximately 50% off its highs. We have a tough situation. 

We are always approximately 6 months behind the national economy in the 

effects of an economic downturn. We have just begun to feel the effects . 



• We need to lessen the impact of the recession we are entering here in this 

state. We can avert deepening problems like many states where stimulus 

money and tax cuts are coming too late and a lot of damage has been done to 

individuals as well as the negative impact to state and local budgets. This bill 

will pay you back. Stimulating our North Dakota economy now before the 

recession deepens here will provide returns for years to come on this 

investment. Keeping our business' healthy and profitable will in turn generate 

tax revenue. 

We are the lucky ones if this bill is acted on favorably. This bill serves a timely 

purpose to save us from a deeper recession in this state. Most states did not 

have the opportunity nor the foresight we can have in returning money to the 

people who paid it in the first place, our citizens. We are doubly fortunate in 

that unlike 48 other states, we have a surplus. let's not waste this surplus by 

spending it, let's return it as an investment to the citizens of this state in this 

time of need. 

I ask you to support HB 1324 as a timely and fortunate investment in 

maintaining a healthy economy in North Dakota. 



Current Rate 

2.10% 
3.92% 
4.34% 
5.04% 
5.54% 

Distribution of Fiscal Impact of HB 1279 - Individual Income Tax Rate Reduction 
Top Rate of 5.12% and all other Rates Reduced by 42 Basis Points 

Fiscal Impact shown by Tax Bracket and by Taxable Income Category 
(Based on Actual 2006 Liabllltles) 

Fiscal Impact by Tax Bracket 

Proposed Rate Single Married•jolnt Married.separate Head of Household Qua! widow 

1.68% (6,930,643) (17,647,941) 
3.50% (1,389,018) (5,730,104) 
3.92% (409,165) (1,458,815) 
4.62% (250,219) (1,500,455) 
5.12% (526,740) (3,909,684) 

(178,118) (1,028,677) (15,995) 
(56,025) (133,812) (3,855) 
(14,142) (29,908) (1,048) 
(15,963) (26,583) (1,212) 
(79,823) (83,779) 

(9,505,785) (30,246,999) (344,071) (1,302,759) (22,110) 

In the above statistics, all filers share in the benefit of $25.8 million in the bottom bracket, because all income is subject to taxation 
in the bottom bracket. It is not accurate to conclude that $25.8 million in benefit accrues to taxpayers in the bottom bracket. In fact, 
it accrues to all taxpayers who have income taxed in that bracket. 

An alternative method of examining the distribution of the tax relief is to view it by taxable income category, instead of by tax bracket. 
Here, the entire impact of all applicable rate reductions for taxpayers in the category are combined. 

Fiscal Impact bl Taxable Income Catego!}'. 

Taxable Income Category Single Married-joint Married-separate Head of Household Qua! widow 

$0 to $50,000 (6,479,269) (7,541,018) (173,136) (862,320) (8,851) 
$50,000 to $100,000 (1,460,657) (10,079,731) (47,049) (192,676) (7,052) 

$100,000 to $250,000 (624,090) (5,429,716) (33,361) (93,936) (2,743) 
$250,000 to $500,000 (283,677) (2,376,233) (13,298) (39,419) (3,464) 
Over $500,000 (638,092) (4,820,301) (77,207) (94,408) 

(9,505,765) (30,246,999) (344,071) (1,302,759) (22,110) 

Count of 2006 Taxpalers in Taxable Income Catego!}'. 

$0 to $50,000 109,739 73,187 2,501 14,556 126 
$50,000 to $100,000 6,452 40,225 220 762 29 

$100,000 to $250,000 1,433 11,724 72 202 10 
$250,000 to $500,000 313 2,426 23 42 3 
Over $500,000 301 1,987 52 33 

118,236 129,549 2,868 15,615 168 

Average Reduction per Taxpaler in Taxable Income Catego!::! 

$0 lo $50,000 (59) (103) (69) (61) (70) 
$50,000 to $100,000 (229) (251) (214) (246) (243) 

$100,000 to $250,000 (436) (463) (464) (465) (274) 
$250,000 to $500,000 (906) (979) (578) (939) (1,155) 
Over $500,000 (2,120) (2,426) (1,485) (2,861) 

Avera9e Percent Reduction per Taxpaler in Taxable Income Catego!::! 

$0 to $50,000 -19.09% -20.12% -18.19% -20.01% -20.19% 
$50,000 to $100,000 -13.76% -16.59% -13.11% -15.38% -17.61% 

$100,000 to $250,000 -11.17% -12.54% -10.29% -12.03% -13.03% 
$250,000 to $500,000 -9.49% -9.86% -8.39% -9.98% -10.32% 
Over $500,000 -8.39% -8.07% -7.76% -7.66% 

Total 

(25,801,374) 
(7,312,814) 
(1,913,078) 
(1,794.432) 
(4,600,026) 

(41,421,724) 

Total 

(15,084,594) 
(11,807,165) 

(6,183,866) 
(2,716,091) 
(5,630,008) 

(41,421,724) 

200,109 
47,706 
13.441 
2,807 
2,373 

266,438 

(75) 
(247) 
(460) 
(968) 

(2,373) 

-19.52% 
-15.29% 
-11.81% 
-9.61% 
-7.97% 

The fiscal impact shown here is computed using the actual 2006 returns filed with the Office of Tax Commissioner. If enacted, HB 1279 will 
become effective on 2009 income tax returns. The revenue loss associated with these rate reductions is expected to grow approximately 
5.5% per year. Therefore, the fiscal impact of HB 1279 is approximately -$100 million for the 2009-11 biennium. 

anuary 20, 2009 
ce of Tax Commissioner 

Kathryn L Strombeck 
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90532.0100 

Sixty-first 
Legislative Assembly 
of North Dakota 

Introduced by 

HOUSE BILL NO. 1279 

Representatives Drovdal, Headland, S. Meyer, Nathe 

Senators Christmann, Miller 

1 A BILL for an Act to amend and reenact subsection 1 of section 57-38-30.3 of the North Dakota 

2 Century Code, relating to a reduction in income tax rates for individuals, estates, and trusts; and 

3 to provide an effective date. 

4 BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

5 SECTION 1. AMENDMENT. Subsection 1 of section 57-38-30.3 of the North Dakota 

6 Century Code is amended and reenacted as follows: 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

1. A tax is hereby imposed for each taxable year upon income earned or received in 

that taxable year by every resident and nonresident individual, estate, and trust. A 

taxpayer computing the tax under this section is only eligible for those adjustments 

or credits that are specifically provided for in this section. Provided, that for 

purposes of this section, any person required to file a state income tax return under 

this chapter, but who has not computed a federal taxable income figure, shall 

compute a federal taxable income figure using a pro forma return in order to 

determine a federal taxable income figure to be used as a starting point in 

computing state income tax under this section. The tax for individuals is equal to 

North Dakota taxable income multiplied by the rates in the applicable rate schedule 

in subdivisions a through d corresponding to an individual's filing status used for 

federal income tax purposes. For an estate or trust, the schedule in subdivision e 

must be used for purposes of this subsection. 

a. Single, other than head of household or surviving spouse. 

21 If North Dakota taxable income is: The tax is equal to: 

2,4{)% 1.68% 22 Not over $27,050 $33,950 

23 Over $27,Q!iO $33,950 but not 

24 over $65,!i5Q $82.250 

$!i68.0!i $570.36 plus &.92-% 3.50% 

of amount over $27,060 $33,950 

Page No. 1 90532.0100 
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1 Over $e5,559 $82,250 but not $2,977.25 $2,260.86 plus~ 3.92% 

2 over $1 ae,769 $171,550 of amount over $e5,569 $82,250 

3 Over $136,769 $171,550 but not $6,167.33 $5,761.42 plus Ml4% 4.62% 

4 over $297,369 $372,950 of amount over $136,769 $171,550 

5 Over $297,359 $372,950 $13,261.57 $15,066.10 plus §,§4.-% 5.12% 

6 of amount over $297,3§9 $372,950 

7 b. Married filing jointly and surviving spouse. 

8 If North Dakota taxable income is: The tax is equal to: 

9 Not over $45,299 $56,750 24W¾.1.68% 

10 Over $46,299 $56,750 but not $949.29 $953.40 plus &.-92%- 3.50% 

11 over $199,269 $137,050 of amount over $46,299 $56,750 

12 Over $199,269 $137,050 but not $3,469.96 $3,763.90 plus~ 3.92% 

13 over $1ee,599 $208,850 of amount over $199,2!i9 $137,050 

14 Over $166,699 $208,850 but not $6,944.61 $6,578.46 plus Ml4% 4.62% 

• 15 over $297,3!i9 $372,950 of amount over $166,699 $208,850 

16 Over $297,359 $372,950 $12,539.46 $14,159.88 plus §,§4.-% 5.12% 

17 of amount over $297,3!i9 $372,950 

18 C. Married filing separately. 

19 If North Dakota taxable income is: The tax is equal to: 

20 Not over $22,699 $28,375 24tl% 1.68% 

21 Over $22,699 $28,375 but not $474.69 $476.70 plus &.-92%- 3.50% 

22 over $64,626 $68,525 of amount over $22,e99 $28,375 

23 Over $!i4,625 $68,525 but not $1,729.98 $1,881.95 plus~ 3.92% 

24 over $83,269 $104.425 of amount over $54 ,62!i $68,525 

25 Over $83,269 $104.425 but not $2,972.31 $3,289.23 plus !H}4% 4.62% 

26 over $148,67!i $186.475 of amount over $83,269 $104.425 

27 Over $148,675 $186.475 $6,2e9.7a $7,079.94 plus _§,§4.-% 5.12% 

28 of amount over $148,676 $186,475 

29 d. Head of household. 

- 30 If North Dakota taxable income is: The tax is equal to: 

31 Not over $36,269 $45,500 24tl% 1.68% 

Page No. 2 90532.0100 
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Over $36,260 $45,500 but not 

over $93,660 $117.450 

Over $93,669 $117.450 but not 

over $161,660 $190.200 

Over $161,660 $190.200 but not 

over $297,360 $372,950 

Over $297.3§0 $372,950 

e. Estates and trusts. 

If North Dakota taxable income is: 

Not over $1,800 $2.300 

Over $1.800 $2.300 but not 

over $4,260 $5.350 

Over $4,260 $5,350 but not 

over $6,600 $8.200 

Over $6,!iOO $8,200 but not 

over $8,900 $11. 150 

Over $8,900 $11. 150 

$761.26 $764.40 plus~ 3.50% 

of amount over $36,260 $45,500 

$3,011.33 $3,282.65 plus 4-,;,4% 3.92% 

of amount over $93,660 $117.450 

$6,e28.!i3 $6,134.45 plus &94-%- 4.62% 

of amount over $161,660 $190.200 

$12,871.81 $14,577.50 plus &:e4%- 5.12% 

of amount over $297,360 $372,950 

The tax is equal to: 

~ 1.68% 

$37.80 $38.64 plus ~ 3.50% 

of amount over $1,800 $2,300 

$133.84 $145.39 plus 4-,;,4% 3.92% 

of amount over $4,260 $5,350 

$231.49 $257.11 plus&94%-4.62% 

of amount over $6,600 $8,200 

$362.4§ $393.40 plus &:e4%- 5.12% 

of amount over $8,900 $11,150 

f. For an individual who is not a resident of this state for the entire year, or for a 

nonresident estate or trust, the tax is equal to the tax otherwise computed 

under this subsection multiplied by a fraction in which: 

(1) The numerator is the federal adjusted gross income allocable and 

apportionable to this state; and 

(2) The denominator is the federal adjusted gross income from all sources 

reduced by the net income from the amounts specified in subdivisions a 

and b of subsection 2. 

In the case of married individuals filing a joint return, if one spouse is a 

resident of this state for the entire year and the other spouse is a nonresident 

for part or all of the tax year, the tax on the joint return must be computed 

under this subdivision. 
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g. For taxable years beginning after December 31, ~ 2009, the tax 

commissioner shall prescribe new rate schedules that apply in lieu of the 

schedules set forth in subdivisions a through e. The new schedules must be 

determined by increasing the minimum and maximum dollar amounts for each 

income bracket for which a tax is imposed by the cost-of-living adjustment for 

the taxable year as determined by the secretary of the United States treasury 

for purposes of section 1 (f) of the United States Internal Revenue Code of 

1954, as amended. For this purpose, the rate applicable to each income 

bracket may not be changed, and the manner of applying the cost-of-living 

adjustment must be the same as that used for adjusting the income brackets 

for federal income tax purposes. 

SECTION 2. EFFECTIVE DATE. This Act is effective for taxable years beginning after 

December 31, 2008 . 
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Testimony or Jeb Oehlke 
North Dakota Chamber of Commerce 

HB 1324 
March 23. 2009 

NORTH DAKOTA 
CllAMBl'R ff COMMl:RC[ 

Mr. Chairman and committee members my name is Jeb Oehlke. I represent the 
North Dakota Chamber of Commerce, the voice of North Dakota business. Our 
organization is an economic and geographical cross section ofNorth Dakota's private 
sector and also includes statewide associations, local chambers of commerce, 
development organizations, convention and visitors bureaus and public sector 
organizations. For the purposes of this hearing we also represent sixteen local chambers 
with total membership over 7,200 members. As a group we stand in support of HB 1324 
and urge a favorable committee recommendation. 

HB 1324 is one of four bills which make up a comprehensive tax reduction 
package for the citizens and businesses of North Dakota. The property tax reduction bill 
passed the Senate prior to crossover and now resides in the House. The other two 
propose to reduce corporate income tax rates and the rate at which dividend income is 
taxed. In our opinion the passage of all four of these bills will send the message that 
North Dakota is confident about the economic future of the state and will greatly 
encourage business development and expansion within the state. 

I have heard several legislators, including some members of this committee, say 
North Dakota voters rejected this income tax decrease in November. We disagree with 
that statement. In our opinion the voters rejected an unreasonable, unsustainable and 
fiscally unsound tax decrease in favor of the legislature moving forward with a proposal 
from the Governor which is reasonable, sustainable and fiscally sound. 

On behalf of the 20,000 plus businesses operating in this state whose taxes are 
paid through their personal income taxes of the business owners and all of the citizens of 
North Dakota who pay personal income taxes, I thank you for the opportunity to appear 
before you today and ask for your support of 1-1 B 1324. I am happy to answer any 
questions . 

THE VoicE of NORTH DAkorA BusiNEss 
l'O I3m 2679 BisMArKk, ND )8)02 Toll-Inc 800-}82-14()) l.oCAI: 701-222-0929 FAx: 701-222-1611 

www.,dd1AMhrn.coM ,cld1AMbrn@,clcl1AMbrn.coM 
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Senate Appropriations Committee 
ND Senate 
State Capitol 
Bismarck, North Dakota 58505 

Senate Holmberg and Members of the Senate Appropriations Committee: 

My name is Robert W. Harms of Bismarck, North Dakota. I am urging your support of HB 1324, 
a bill which will reduce income taxes on men and women and small businesses in North Dakota. 

Why you should support lower personal income taxes in North Dakota: 

1. Good policy to let working men and women and North Dakota businesses keep more of 
the money they earn. Let them decide how best to spend the money they earn. 

2. Makes North Dakota more competitive (many of businesses are structured to pay 
personal income tax, rather than corporate income tax). 

3. Good for our economy, to allow those dollars be invested by the private sector 
4. Help to retain North Dakota citizens by increasing their disposable income. {We all 

know people who have moved, have changed their residence to another state, or are 
planning to move because of the tax burden they feel here at home). 

What are some of the arguments against lowering the tax on the citizens of North Dakota? 

1. "We can't afford it---the state needs the money''. 
a. {We had $1.2 billion surplus 90 days ago and will increase spending by 26%--­

leaving projected ending fund balances/reserves of $800 million to $1 billion). 
2. "None of my constituents is clamoring for income tax relief...property tax is the issue". 

a. True, but none of your constituents is clamoring to increase general fund 
spending by 26% either. Property taxes are paid with income. 

3. "Voters rejected the income tax measure in November 2008". 
a. True. Voters were told ... "Measures 1 and 2 pass----you won't get property tax 

relief', and the Governor rolled out his own $100 million income tax measure. 
Voters were told, "let the legislature craft its own income tax relief'. 

I ask for your SUPPORT for HB 1324 and let the working men and women of our state.keep 
more of the money they earn. 

Thank you. 

Robert W. Harms 
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Comparison of the Individual Income Tax Rate Reductions By Taxable Income Categories 

Contained in HB 1324 and SB 2199 {As of April 9, 2009} 

Rates 
Brackets 
Approx. Annual Fiscal Impact 

Decrease in Tax liabilities 
By Taxable Income Category: 

$0 to $25,000 
$25,000 to $50,000 
$50,000 to $100,000 

$100,000 to $250,000 
$250,000 to $500,000 

Over $500,000 

Overall Average Decrease per Return 

HB 1324 

1.70%-3.40o/~3.60%-4.25%-5.00% 

Same as Current Law 
-$57 million 

Average Percent 
Decrease Decrease 

Total Decrease Per Return Per Return 

$ (5,294,780) $ (40.76) -19.0% 
(9,348,230) (135.00) -18.6% 

(13,855,743) (258.16) -16.7% 
(9,478,637) (577.82) -15.4% 
(4,993,290} (1,494.10) -15.2% 
(9,219,530) (3,355.00) -11.0% 

Approximately -15.4% 

Taxable income statistics are based on actual 2007 returns filed at the time of the model run. 

Prepared by: Office of Tax Commissioner 

Kathryn L Strombeck 

April 9, 2009 

SB 2199 

1.87%-3.49%-3.87%-4.49%-4.94% 

Same as Current Law 
-$40 million 

Average Percent 
Decrease Decrease 

Total Decrease Per Return Per Return 

$ (3,046,888) $ (23.44) -11.0% 
(5,515,636) (79.63) -11.0% 
(9,081,659) (169.17) -11.0% 
(6,718,233) (409.37) -10.9% 
(3,591,147) (1,073.59) -10.9% 
(9,114,625) (3,315.61) -10.8% 

Approximately -10.9% 



• 
Current Rate 

2.10% 
3.92% 
4.34% 
5.04% 
5.54% 

Distribution of Fiscal Impact of HB 1324 - Individual Income Tax Rate Reduction 
Rates Ranging from 1.7% to 5.0% • with -$57 million Annual Fiscal Impact 

Fiscal Impact shown by Tax Bracket and by Taxable Income Category 
(Based on Actual 2007 Liabilities) 

Fiscal lmeact b~ Tax Bracket 

Proposed Rate Single Married-joint Married-seearate Head of Household aual widow 

1.70% (7,314,497) (18,203,891) {179,331) (1,043,416) (13,389) 

3.40% (2,066,646) {8,183,844) (73,491) (177,213) (3,237) 

3.60% (912,875) {3,051,175) (28,441) (59,069) (891) 
4.25% {602,081) {3,353,607) (31,077) (57,909) (23) 

5.00% (972,366) (5,401,910) (287,399) (172,431) 

(11,868,466) (38,194,427) (599,739) (1,510,038) (17,539) 

In the above statistics, all fliers share in the benefit of $26.8 million in the bottom bracket, because all income is subject to taxation 
in the bottom bracket. It is not accurate to conclude that $26.8 million in benefit accrues to taxpayers in the bottom bracket. In fact, 
it accrues to all taxpayers who have income taxed in that bracket. 

An alternative method of examining the distribution of the tax relief is to view it by taxable income category, instead of by tax bracket. 
Here, the entire impact of all applicable rate reductions for taxpayers in the category are combined. 

Fiscal lmeact by Taxable Income Catego!}'. 

Taxable Income Category Single Married-joint Married-separate Head of Household Qualwidow 

$0 to $25,000 {3,293,414) (1,446,875) (84,828) (465,826) (3,837) 

$25,000 to $50,000 {3,406,412) (5,440,907) (87,687) (408,811) {4,413) 

$50,000 to $100,000 (2,124,193} (11,430,839) (65,765) (228,893) (6,052) 

$100,000 10 $250,000 (1,197,384) (8,092,776) (49,851) (135,389) (3,236) 

$250,000 to $500,000 (576,743) (4,319,542) (28,086) (68,919) 

Over $500,000 (1,270,320) (7,463,487) (283,524) (202,200) 

• (11,868,466) (38,194,427) (599,739) (1,510,038) (17,539) 

Count of 2007 Taxpayers in Taxable Income Category 

$0 to $25,000 86,503 29,896 1,800 11,632 81 

$25,000 10 $50,000 25,974 39,391 689 3,155 37 

$50,000 to $100,000 8,214 44,284 243 908 22 

$100,000 to $250,000 1,893 14,203 75 227 6 

$250,000 to $500,000 397 2,860 27 58 

Over $500,000 349 2,305 61 33 

123,330 132,939 2,895 16,013 146 

Average Reduction eer Taxeayer in Taxable Income Catego!}'. 

$0 to $25,000 (38) (48) (47) (40) (47) 
$25,000 to $50,000 (131) {138) (127) (130) (119) 

$50,000 to $100,000 (259) (258) (271) (252) (275) 

$100,000 to $250,000 (633) (570) (665) (596) (539) 

$250,000 to $500,000 (1,453) (1,510) (1,040) (1,188) 

Over $500,000 (3,640) (3,238) (4,648) (6,127) 

Average Percent Reduction ~r Taxeayer in Taxable Income Catego!}'. 

$0 to $25,000 -19.06% -19.06% -19.09% -19.08% -19.62% 

$25,000 to $50,000 -17.88% -19.06% -17.08% -18.91% -19.03% 

$50,000 to $100,000 -15.37% -17.03% -15.18% -16.27% -16.85% 

$100,000 10 $250,000 -15.94% -15.37% -15.29% -15.47% -15.53% 

$250,000 to $500,000 -15.49% -15.18% -12.09% -15.19% 

Over $500,000 -10.83% -11.07% -10.10% -10.41% 

The fiscal impact shown here is computed using the actual 2007 returns filed with the Office of Tax Commissioner. 
The impact is expected to increase to -$57 million for the tax years affected by the.reductions. 

April 9, 2009 .A;1ee of Tax Commissioner 

,.,hryn L. Strombeck 

Total 

(26,754,525) 
(10,504,431) 

(4,052,451) 
(4,044,697) 
(6,834,107) 

{52,190,210) 

Total 

(5,294,780) 
{9,348,230) 

(13,855,743) 
(9,478,637) 
(4,993,290) 
(9,219,530) 

(52,190,210) 

129,912 
69,246 
53,671 
16,404 

3,342 
2,748 

275,323 

(41) 
(135) 
(258) 
(578) 

(1,494) 
(3,355) 

-19.18% 
-18.39% 
-16.14% 
-15.52% 
-14.49% 
-10.60% 
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Current Rate 

2.10% 
3.92% 
4.34% 
5.04% 
5.54% 

Distribution of Fiscal Impact of SB 2199 (Majority Report) - Individual Income Tax Rate Reduction 
All Rates Reduced by Equal Percentage - with -$80 million Biennial Fiscal Impact 

Fiscal Impact shown by Tax Bracket and by Taxable Income Category 
(Based on Actual 2007 Llabllltles) 

Fiscal lmeact b:i;: Tax Bracket 

Proposed Rate Single Married-joint Married-seearate Head of Household Qual widow 

1.87% (4,217,175) (10,445,641) (103,661) (601,282) (7,692) 
3.49% (1,704,738) (6,795,458} (60,728) (145,595) (2,685) 
3.87% (579,903) {1,937,635) (18,074) (37,598) (566) 
4.49% (419,770) (2,334,779) (21,631) (40,357) (16) 
4.94% {1,080,343) (6,001,941) (319,348) (191,573) 

(8,001,929) (27,515,454) (523,441) (1,016,405) (10,959) 

In the above statistics, all filers share in the benefit of $15.4 million in the bottom bracket, because all income is subject to taxation 
in the bottom bracket. U is not accUrate to conclude that $15.4 million in benefit accrues to taxpayers in the bottom bracket. In fact, 
it accrues to all taxpayers who have income taxed in that bracket. 

An alternative method of examining the distribution of the tax relief is to view it by taxable income category, instead of by tax bracket. 
Here, the entire impact of all applicable rate reductions for taxpayers in the category are combined. 

Taxable Income Category 

$0 
$25,000 
$50,000 

$100,000 
$250,000 
Over 

to 
to 
to 
to 
to 

$25,000 
$50,000 

$100,000 
$250,000 
$500,000 
$500,000 

Single 

(1,895,003) 
(2,090,846) 
(1,515,228) 

(820,153) 
(409,019) 

(1,271,681) 

Fiscal Impact by Taxable Income Category 

Married-joint Married-separate Head of Household Qual widow 

(832,795) (48,852) (268,030) (2,207) 
(3, 128,435) (56,562) (237,254) (2,539) 
(7,360,535) (47,327) (154,635) (3,934) 
(5,763,803) (35,558) (96,441) (2,279) 
(3,107,447) (25,232) {49,450) 
(7,322,439) (309,910) {210,595) 

Total 

(15,375,451) 
{8,709,204) 
(2,573,776) 
(2,816,553) 
(7,593,205) 

(37,068,188) 

Total 

(3,046,888) 
(5,515,636) 
(9,081,659) 
(6,718,233) 
(3,591,147) 
(9,114,625) 

(8,001,929) (27,515,454) (523,441) (1,016,405) (10,959) (37,068,188) 

$0 
$25,000 
$50,000 

$100,000 
$250,000 
Over 

$0 
$25,000 
$50,000 

$100,000 
$250,000 
Over 

$0 
$25,000 
$50,000 

$100,000 
$250,000 
Over 

to 
to 
to 
to 
to 

to 
to 
to 
to 
to 

to 
to 
to 
to 
to 

$25,000 86,566 
$50,000 25,990 

$100,000 8,218 
$250,000 1,895 
$500,000 397 
$500,000 349 

123,415 

$25,000 (22) 
$50,000 (80) 

$100,000 (184) 
$250,000 (433) 
$500,000 (1,030) 
$500,000 (3,644) 

$25,000 -10.97% 
$50,000 -10.98% 

$100,000 -10.96% 
$250,000 -10.92% 
$500,000 -10.99% 
$500,000 -10.84% 

Count of 2007 Taxpayers in Taxable Income Category 

. 29,920 1,802 11,639 81 
39,393 691 3,157 37 
44,293 244 908 22 
14,207 75 228 6 

2,863 27 58 
2,306 61 33 

132,982 2,900 16,023 146 

Average Reduction per Taxpayer in Taxable Income Category 

(28) (27) (23) (27) 
(79) (82) (75) (69) 

(166) (194) (170) (179) 
(406) (474) (423) (380) 

(1,085) (935) (853) 
(3,175) (5,080) (6,382) 

Average Percent Reduction per Taxpayer in Taxable Income Category 

-10.97% -11.00% -10.98% -11.29% 
-10.96% -11.02% -10.97% -10.95% 
-10.97% -10.93% -10.99% -10.95% 
-10.95% -10.90% -11.02% ·10.94% 
-10.92% -10.86% -10.90% 
-10.86% -11.04% -10.84% 

The fiscal impact shown here is computed using the actual 2007 returns filed with the Office of Tax Commissioner. If enacted, SB 2199 will 
become effective on 2009 income tax returns. The expected base growth means this fiscal impact is assumed to be -$80 million for 2009-11. 

April 9, 2009 

~e of Tax Commissioner 

- ryn L. Strombeck 

130,008 
69,268 
53,685 
16,411 
3,345 
2,749 

275,466 

(23) 
(80) 

(169) 
(409) 

(1,074) 
(3,316) 

-11.04% 
-10.97% 
-10.96% 
-10.94% 
-10.92% 
-10.90% 
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Federal taxable income 

Addition 
adjustments 

minus 

Subtraction 
adjustments 

equals 

ND taxable income 

multiplied by 

Tax rates 

equals 

Continued on page 2 

CHART 1 

IUIJII Items in RED are unique to Form ND-1 system (2008 tax year} 

Additions 
1 Qualified plan lump-sum distribution (federal 10-year averaging used) 
2 Loss from ND financial institution that is a passthrough entity 
3 ND planned gift or endowment tax credit contribution 

Subtractions 
1 Interest from U.S. obligations 
2 Exempt income of a Native American 
3 Benefits from the U.S. Railroad Retirement Board 
4 Income from ND financial institution that is a passthrough entity 
5 National Guard or reserve member exclusion for federal active duty 
6 ND College SAVE deduction (IRC section 529 plan) 
7 Income exempted under ND Renaissance Zone Act 
8 Income exempted under new or expanding business income exemption 
9 Human organ donor expense deduction ($10,000 limit) 

10 Workforce recruitment income exclusion (for employee) 
11 30% North Dakota net long-term capital gain 
12 Nonresident military compensation 

2008 tax rates-see CHART 5 for comparison with Form ND-2 tax rates 

- 5 tax rates: 2.1%, 3.92%, 4.34%, 5.04%, 5.54% 

- 5 Income brackets: Each tax rate corresponds with an income bracket, and 
the income brackets differ based on filing status, i.e., single, head of 
household, married filing jointly/qualifying wldow(er), and married filing 
separately (see CHART 5 for all of the brackets by filing status) 

- 3-year farm income averaging 

Nonresident: The tax for a nonresident Is determined by multiplying the tax by 
a ratio equal to North Dakota source income divided by total Income (from all 
sources). 



minus 

Tax credits 

• equals 

Net ND tax liability 

equalsl 

Tax due or Refund 

CHART 1 

■d•Oi Items in RED are unique to Form ND-1 system (2008 tax year) 

Tax credits 
1 Credit for income tax paid to another state (resident only) 
2 Family member care credit 
3 Renaissance fund organization investment credit 
4 Renaissance zone historic property credit 
5 Renaissance zone single-family residence credit 
6 Seed capital investment credit 
7 Agricultural commodity processing facility investment credit 
8 Planned gift credit 
9 Biodiesel fuel blending credit (supplier/wholesale) 

10 Biodiesel equipment credit (seller/retail) 
11 Employer internship program credit 
12 Microbusiness credit 
13 Research expense credit 
14 Angel fund investment credit 
15 Endowment fund credit from passthrough entity 
16 Workforce recruitment credit 
17 Residential/agricultural property tax credit 
18 Commercial property tax credit 
19 Marriage penalty credit 

Payments 
ND income tax withheld from wages 

- Estimated individual income tax 

Prepared by North Dakota Office ofState Tax Commissioner 
December 2008 (t)Odlax 



Federal taxable income 

Addition 
adjustments 

minus 

Subtraction 
adjustments 

equals 

e l-li·HMifl:IHHa 
Continued on pa,:e 2 

CHART 2 

■fl•n• Items in RED are unique to Form ND-2 system (2008 tax year) 

Additions 
1 Qualified plan lump-sum distribution (federal 10-year averaging used) 
2 Loss from ND financial institution that is a passthrough entity 
3 ND planned gift or endowment tax credit contribution 
4 Interest from non-North Dakota state and local obligations 
5 State and local Income taxes deducted on federal Income tax return 

Subtractions 
1 Interest from U.S. obligations 
2 Exempt income of a Native American 
3 Benefits from the U.S. Railroad Retirement Board 
4 Income from ND financial institution that is a passthrough entity 
5 National Guard or reserve member exclusion for federal active duty 
6 ND College SAVE deduction (IRC section S29 plan) 
7 Income exempted under ND Renaissance Zone Act 
8 Income exempted under new or expanding business income exemption 
9 Human organ donor expense deduction ($10,000 limit) 

10 Workforce recruitment income exclusion (for employee) 
11 Interest from bank, savings & loan, or similar institution ($300/$600 limit) 
12 Medical expenses exceeding federal 7 .5% of AGI threshold 
13 Federal Income tax (after credits) 
14 U.S. armed forces active duty exclusion ($1,000 limit) 
15 U.S. armed forces active duty exclusion for overseas duty ($3.600 limit) 
16 Federal civil service retirement pay exclusion ($S,000 limit) 
17 ND highway patrol retirement exclusion ($5,000 limit) 
18 ND firefighter or police retirement exclusion ($5,000 limit) 
19 Gain from sale of land to "beginning farmer" 
20 Interest from sale of land to "beginning farmer" under contract for deed 
21 Net rental Income for lease of land to "beginning farmer" ($25,000 limit) 
22 Gain from Involuntary conversion of property due to eminent domain 
23 Gain attributable to Increase In value of stock of corporation that relocates 

to North Dakota 
24 State and local Income tax refund reported on federal return 
25 $1,750 deduction for adopting child under age 21 (year af adoption) 
26 Up to $1,000 of cost to adopt child under age 21 who Is blind or physically 

disabled under Social Security Act (yearof adoption) 
27 $750 for a child under age 21 who Is blind or physically disabled under Social 

Security Act (allowed each year) 
28 $300 deduction for filing status head of household, married filing jointly, 

and qualifying wldow(er) 

Nonresident: Only reports the portion of this amount that Is attributed to 
North Dakota sources. 



ND taxable income 

multlplled by 

Tax rates 

equals 

minus 

Tax credits 

equals 

Net ND tax liability 

r I 

equals! 

· Tax due or Refund 

CHART 2 

■d•iii Items in RED are unique to Form ND-2 system (2008 tax year) 

2008 tax rates-see CHART 5 for comparison with Form ND-1 tax rates 

ND taxable Income: Tax equals: 
Over But not over 
$ 0 $ 3,000 .......................................... 2.67% of ND taxable Income 

3,000 5,000 ........ $ 80.10 + 4.00% oftheamountover$ 3,000 
5,000 8,000........ 160.10 + 5.33% of the amount over 5,000 
8,000 15,000 ........ 320.00 + 6.67% of the amount over 8,000 

15,000 25,000 ........ 786.90 + 8.00% of the amount over 15,000 
25,000 35,000 ........ 1,586.90 + 9.33% of the amount over 25,000 
35,000 50,000 ........ 2,519.90 + 10.67% oftheamountover 35,000 
50,000 .......................... 4,120.40 + 12.00% of the amount over 50,000 

Tax credits 
1 Credit for income tax paid to another state (resident only) 
2 Family member care credit 
3 Renaissance fund organization investment credit 
4 Renaissance zone historic property credit 
5 Renaissance zone single-family residence credit 
6 Seed capital investment credit 
7 Agricultural commodity processing facility investment credit 
8 Planned gift credit 
9 Biodiesel fuel blending credit (supplier/wholesale) 

10 Biodiesel equipment credit (seller/retail) 
11 Employer internship program credit 
12 Microbusiness credit 
13 Research expense credit 
14 Angel fund investment credit 
15 Endowment fund credit from passthrough entity 
16 Workforce recruitment credit 
17 Residential/agricultural property tax credit 
18 Commercial property tax credit 
19 Nonprofit private high school contribution credit 
20 Nonprofit private college contribution credit 
21 Biomass, geothermal, solar, or wind energy device credit 
22 Credit for employing developmentally disabled or chronically mentally ill 

person 
23 Certified nonprofit development corporation investment credit 
24 Long-term care insurance policy premium credit 

Payments 
ND income tax withheld from wages 

- Estimated individual income tax 

Prepared by North Dakota Office of Slate Ta."C Commissioner 
December 2008 (!)ndlax 
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2 

The terms "deduction," "exemption," and "exclusion" are interchangeable and mean 
that the item reduces North Dakota taxable income. 

► For each item in the list, an "X" in a column on the right side indicates the system under 
which the ilem is allowed by law. 

30% North Dako!a net long-term capital gain exclusion 

Nonresident military compensation exemption (federal law) 

Interest from U.S. obligations exemption. (federal law) 

Native American_ income exemption (federal law) 

U.S. Railroad Retir.,me_n_t Board benefit exemption (federal law) 

Exclusio~ for in~ome from passthrough entity su~ject to ND financial institution tax 

N_ation_al Gu~cl/Res"-"'-" m_efllber federal active duty income exclusion 

ND Colle_ge SIIV~ account_ deduction (up to $10,000) 

Renaissance ~on':! income exemption 

New or expanding business income exemption 

Human organ dc>nor expense deduction (up to $10,000) 

Workforce recruitment income exclusion (for employee) 

$300 deduction if married filing jointly, head of household, or qualifying widower 

Bank interest deduction (up to $300) 

Medical exp.,n_s., d~d~_c:tion (amount exceeding federal 7.5% of AGI threshold) 

Federal income tax (after credits) 

U.S. armed forces active duty pay exclusion (up to $1,000) 

U.S. armed forces overseas active duty pay exclusion (up to $300 per month) 

U.S._a_r_r:n"d f~rces reti_rement pa-,,_ exclusior, (up to $5,000) 

Federal civil service retirement pay exclusion (up to $5,000) 

ND city ~r_"_f'ij!_tiler_relie!_a_ssCJ_~!~tiCJ_n -~ay exclusion (up to $!;,000) 

ND city poli_c" officer retirement pay exclusion (up to $5,000) 

ND highway patrol officer retirement pay exclusion (up to $5,000) 

Deduction of interest from contract for deed for sale of farmland to "beginning farmer" 

Deduction of rental income for lease of farmland to "beginning farmer" (up to $25,000) 

Deduction if gain from sale of farmland to "beginning farmer" 

Exemption of gain from involuntary conversion of property due to eminent domain 

Exclusion of gain from sale of stock in a corporation that relocates to ND 

Deduction of $1,750 for adopting a child under age 21 (year of adoption) 

Deduction of up to $1,000 for cost of adopting a child under age 21 who is mentally 
retarded, blind or disabled under Social Security Act (year of adoption) 

Deduction of $750 for an adopted child under age 21 who is mentally retarded, blind or 

disabled under Social Security Act (annual) 

Deduction for state and local income tax refund reported on federal return 

Prepared by North Dakota Office of State Tax Commissioner 
December 2()()8 
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These items reduce the tax liability on a dollar-for-dollar basis, and therefore are 
more beneficial than a deduction from income. 

► For each item in the list, an "X" in a column on the right side indicates the system 
under which the item is allowed by law. 

Marriage penalty credit (for spouses filing a joint return) 

Credit for income tax paid to another state (resident only) 

Seed capital investment credit 

Agricultural commodity processing facility investment credit 

Angel fund investment credit 

Renaissance zone program: Investment credit 

Renaissance zone program: Single-family residence credit 

Renaissance zone program: Historic property credit 

Renaissance zone program: Business purchase or expansion credit 

Planned gift credit 

Endowment fund credit (from passthrough entity) 

Workforce recruitment credit (for hard-to-fill position) 

Employer internship program credit 

Biodiesel fuel blending credit (for supplier/wholesaler) 

Biodiesel fuel equipment credit (for seller/retailer) 

Microbusiness credit (for increasing employment or purchasing property) 

Research expense credit 

Family member care credit 

Residential and agricultural property tax credit (for 2007 and 2008 only) 

Commercial property tax credit (for 2007 and 2008 only) 

Lon~-term c~~e .i~surance policy premium credit 

Biomass, geothermal, solar, or wind energy device credit 

Nonprofit private high school contribution credit 

Nonprofit private college contribution credit 

Developmentally disabled/chronically mentally ill person employment credit 

Certified nonprofit development corporation investment credit 

Prepared by North Dakota Office of State Tax Commissioner 
December 2008 
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• 
STATE OF NORTH .DAKOTA 

OFFICE OF STATE TAX COMMISSIONER 
Cory Fong, Commissioner 

Memorandum 
To: Representative Belter 

Chairman, Conference Committee on House Bill 1324 

From: Joseph Becker 

Date: April 25, 2009 

Subject: Request for Statistical Information on Individual Income Tax Returns Filed 

During the hearing held on Friday, April 24, on House Bill 1324, you requested that I provide certain 
statistical information in writing for the Committee's review and consideration in its deliberations on the 
bill. 

Attached are the following documents: 

1. Individual Income Tax Statistics-Form ND-2 (2003 through 2007) 
This document provides information on the number of returns and associated dollar amounts for 
each deduction and credit on Form ND-2 for the 2003 through 2007 tax years. It is important to 
note that, for the deductions, the amounts shown are the deduction amounts, not the amount of 
tax reduction resulting from the deductions. 

2. Number of Individual Income Tax Returns Filed/ Net Tax Liability Reported 
(2007 Tax Year) 
This document provides information on the number and type of returns filed by individuals for 
the 2007 tax year. It also provides information on the net tax liability dollars reported on those 
same returns. 

In addition to the attachments, the following are noteworthy based on our sampling work and the 
questions fielded by our office: 

• While there are instances of consistent use of Form ND-2, depending on the time period involved, 
it cannot be assumed that taxpayers who currently use Form ND-2 will continue to do so in the 
future. Fact situations do change. 

• With respect to each deduction or credit allowed only on Form ND-2, there are many taxpayers 
who are eligible for it but cannot benefit from it. Allowing the benefit to some but not to the 
majority of eligible taxpayers not only creates uncertainty for them but also prompts them to 
contact our office to ask why, and to question the soundness of the tax policy. 

If I can be of additional assistance, please let me know. 

600 E. BOULEVARD AVE., DEPT. 127, BISMARCK, NORTII DAKOTA 58505-0599 
70\ .328.2770 FAX: 70\ .328.3700 HEARING/SPEECH IMPAIRED: 800.366.6888 WWW.ND.GOV/TAX TAXINFO@Nll.GOV 



-
Individual Income Tax Statistics-Form ND-2 

2003 through 2007 

Form ND·2 Deductions (Reduces Taxable Income) 
Interest from U.S. ObligatK>ns {by federal low} (Note 4} 

Military Pay Exclusion 

Additional Military Pay Exclusion for Overseas Duty 

Military Retirement Pay Exclusion 

Income from a Federal Civil Service Pension, a North Dakota City Firefighter or Police Officer 

Pension, or the North Dakota Highway Patrol Pension Fund 

Interest Income from Sale of Land to a Qualifying Beginning Farmer 

Rental Income from Leasing of Land to a Qualifying Beginning Farmer 

Gain from Sale of Land to a Qualifying Beginning Farmer 

Interest Income from North Dakota Financial Institutions 

Rental Income from leasing a Business to a Qualifying Beginning Entrepreneur 
Medical E)(penses not Allowed due to 7.5% of Adjusted Gross Income LimitatiOn 
Additional Exemption ($300.00 for Married Filing Jointly; Head of Household; or Qualifying 
Widow(er) 

Federal income tax deduction (federal income tax liability after federal tax credits) 
Other Deductions {Note 5} 

Form N0-2 Credits (Reduces Income Tax) 
Credit for Income Ta)( Paid to Another State (Note6} 

Credit for Contributions to Nonprofit Private Colleges In NO 
Credit for Contributions to Nonprofit Private High Schools in ND 
Long-Term Care Insurance Credit 
Nonprofit Development Corporation -Investment Credit 
Qualified Business Seed Capital Investment Credit 
Other Credits (Note 5} 

Commercial Property Income Tax Credit 
Residential and Agricultural Property Income Tax Credit 

Notes: 

Grayed box indico.te.s the deduction or credit was not pro,,idedfor in the law. 

• 

Number of Returns Vllth an Entry 

2007 2006 zoos 2004 2003 

96 176 210 210 240 
73 70 82 123 169 
24 28 23 45 55 
14 24 31 30 26 

58 81 84 114 120 . . . 5 5 . • 9 9 6 

5 . . 7 8 
259 561 631 698 ns . 0 • . . 

2,874 3,468 2,927 2,889 2,772 

4,659 5,379 4,509 4,789 4,870 
1,683 2,462 2,650 3,010 3,255 

203 291 287 383 481 

Number of Returns With an Entry 

2007 2006 2005 2004 2003 

9 13 16 19 
10 7 9 12 

Note7 
11 12 8 14 

417 505 572 691 
0 0 0 0 . 7 • 0 

244 , 6 8 6 
105 ~~-, ,"; _J ~!~-?<.: iif$~ 
476 ·~v :ef~ __ ,.,..; "'°;~ ~"t&.;i 

• 

Total Dollar Amount Deducted from Income 

2007 2006 zoos 2004 2003 

$534,933 $1,588,051 $1,286,834 $1,588,635 $1,058,580 
$81,562 $98,795 $86,539 $128,000 $171,801 
$48,512 $112,624 $56,923 $99,733 $145,065 
$67,974 $120,300 $139,067 $137,536 $131,297 

$272,572 $328,792 $313,125 $469,388 $509,048 . . . $33,080 $23,884 . . $78,298 $94,986 $58,728 
$134,946 . . $835,406 $122,103 
$84,907 $189,692 $199,891 $201,803 $236,240 

• $0 . . . 
$18,599,973 $19,055,276 $13,579,469 $12,425,856 $10,125,245 

$1,397,700 $1,613,700 $1,671,000 $1,800,900 $1,885,200 
$8,937,018 $9,426,428 $9,633,486 $9,441,149 $9,329,588 
$7,862,723 $7,228,528 $8,088,259 $5,693,464 $5,873,133 

2007 I 2006 2005 2004 2003 

$684 $1,675 $1,989 $763 
$497 $345 $577 $557 

Note7 ' $1,025 $955 $325 $1,038 

' $58,195 $71,168 $81,396 $96,778 
$0 $0 $0 $0 . $4,036 . $0 

$39,195J $3,386 $9,598 $1,0~~ $1,624 
$22.2os ·-e.;~,¥1~~~ ~1-Za-J;;J~ ?E;:~:-f:-:.._~"' trJ&~~~;.,-~-rftl 

$103,256 'f !~jH};t;?r.}'. ~~--i?, i •-~;;_,,t:-~t¾ 

~led by Office o{Sw.1e Ta.r Conunis.siOller, April U, 1009 

An asterisk(*) indicotes I here are le.ss than 5 inslance.s of the deduction or credit bei.g used and is non-reportable because of the Tax Depanment's policy OIi the release of statistics. 

4-----0eduction is provided for by federal law; it cannot be repealed or removed. 
5--•0ther Deductions" and "Other Credits" include deductions and tax credits available on the ND-2 that are not separat~ly identified on the return. 
&-This tax credit prevents double ta)(ation of income ta)(ed by both North Dakota and another state. 
7-Starting with the 2007 return, all credits except the property income ta)( credits were combined in "Other Credits." 



i 

• • • 
All Taxpayers Residents Nonresidents Part-Year Residents 

All returns 349,223 I I·· tOQ'.Qo/o 300,558ll1QOjQ% 35,678 IL 1 OQ,9.o/~ 12,987 I I 1.00.0f.o 

Form ND-1 342,424 I I 98:05% 299,44611 99;63% 3o, 154 I I 54:·s2¾ 12,82411 98.74% 

Form ND-2 6,7991 [.' J'.95% 1. 11211'.::o:3?'.% 5,5241 r,s:i8'Yo 16311 ·1.26% 

All Taxpayers Residents II Nonresidents II Part-Year Residents 

All returns $289,239,908 :>190·,ow $257,795,083 ''Ario:o¾ $26,101,914 ,.tOQ.Oo/o $5,342,911 ·,1QO,O,%, 

Form ND-1 288,332,634 .9~:~9%. 257,747,496 -.~9,9~% 25,286,440 .. 96:_88% 5,298,698 99.17o/o 

Form ND-2 901 547 . o:31% I • ,_ . ~ '_._ -, 47,586 to.Qi¾ 815,748 ; . 3_:J~% 44,213 ·:_:o.B~!¼ 

Prepared by Joseph J. Becker, Office of State Tax Commissioner, April 25, 2009 

Notes 
1 The number of North Dakota residents filing Form ND-2-1, 112 individuals-is 0.32% (or less than 1/3 of 1 %) of all 

returns filed for 2007. 

2 The total net tax liability dollars reported by North Dakota residents filing Form ND-2-$47,586-is .016% (or less 
than 1/60 of 1%) of the total net tax liability reported on all returns filed for 2007. 

3 Based on a random sampling of Form ND-2 filers for 2007, and assuming the results are indicative of the entire 
population of Form ND-2 filers, it is estimated that 38% (or 423) of the North Dakota residents who filed Form ND-2 for 
2007 would change to Form ND-1 if Reengrossed House Bill 1324 (version 90715.0500) is enacted. 

4 Based on the same random sampling of Form ND-2 filers for 2007, the estimated 62% (or 689) of those North Dakota 
residents who would continue to file Form ND-2 if Reengrossed House Bill 1324 (version 90715.0500) is enacted 
would on average have a net tax liability that is $32 lower than Form ND-1. The total amount of this difference is 
estimated to be $22,048. 



• 
STATE OF NORTH DAKOTA 

OFFICE OF STATE TAX COMMISSIONER 
Cory Fong, Commissioner 

Memorandum 
To: Representative Belter 

Chairman, Conference Committee on House Bill 1324 

From: Joseph Becker 

Date: April 27, 2009 

Subject: Request for Statistical Information on Individual Income Tax Returns Filed 

During the hearing held on Friday, April 24, on House Bill 1324, you requested that I provide certain 
statistical information in writing for the Committee's review and consideration in its deliberations on the 
bill. 

Attached are the following documents: 

1. Individual Income Tax Statistics-Form ND-2 (2003 through 2007) 
This document provides information on the number of returns and associated dollar amounts for 
each deduction and credit on Form ND-2 for the 2003 through 2007 tax years. It is important to 
note that, for the deductions, the amounts shown are the deduction amounts, not the amount of 
tax reduction resulting from the deductions. 

2. Number of Individual Income Tax Returns Filed/ Net Tax Liability Reported 
(2007 Tax Year) 
This document provides information on the number and type of returns filed by individuals for 
the 2007 tax year. It also provides information on the net tax liability dollars reported on those 
same returns. 

In addition to the attachments, the following are noteworthy based on our sampling work and the 
questions fielded by our office: 

• While there are instances of consistent use of Form ND-2, depending on the time period involved, 
it cannot be assumed that taxpayers who currently use Form ND-2 will continue to do so in the 
future. Fact situations do change. 

• With respect to each deduction or credit allowed only on Form ND-2, there are many taxpayers 
who are eligible for it but cannot benefit from it. Allowing the benefit to some but not to the 
majority of eligible taxpayers not only creates uncertainty for them but also prompts them to 
contact our office to ask why, and to question the soundness of the tax policy. 

If I can be of additional assistance, please let me know. 

600 E. BOULEVARD A VE., DEPT. ] 27, BISMARCK, NORTH DAKOTA 58505-0599 
701.328.2770 FAX: 701.328.3700 HEARING/SPEECH IMPAIRED: 800.366.6888 WWW.ND.GOV/TAX TAXINFO@ND.GOV 



• 
All returns 

Form ND-1 

Form ND-2 

All returns 

Form ND-1 

Form ND-2 

All Taxpayers 

349,22311, • 1'.ob.0°4 
342,42411:f98:dS:o/J. 

6,799ll);fgto/o 

All Taxpayers 

$289,239,908 I l\t60 .. 03/J 

288,332,634 99~69% 
907,547 .~,~lf3:1% 

• 
Residents 

300,5581 l'flpb"."0% 

299,4461 f0f9,9:5fcyo' 

1, 1121 ~i6:at% 

Residents 

$257,795,083 I ~106,0% 

257,747,496 ::99 . .98% 
47,586 f'0:02% 

Nonresidents 

35,678lf1QO;o% 

30, 15411; aA:!52%' 
5,5241(15;48%' 

Nonresidents 

$26, 101,914[ j'.,Yoo,bo/; 

25,286,440 ;96:88% 
815,748 ', t,133/o' 

• 
Part-Year Residents 

12,987llt100:0% 

12,824[ 1;@8,,74% 

163ll½ii.26% 

Part-Year Residents 

$5,342,91111,'joo:o~.; 

5,298,698 1~9:17% 
44,213 ~t0.83% ~- -·~-

Prepared by Joseph J. Becker, Office of State Tax Commissioner, April 25, 2009 

Notes 
1 The number of North Dakota residents filing Form ND-2-1, 112 individuals-is 0.32% (or less than 1/3 of 1 %) of all 

returns filed for 2007. 

2 The total net tax liability dollars reported by North Dakota residents filing Form ND-2-$47,586-is .016% (or less 
than 1/60 of 1%) of the total net tax liability reported on all returns filed for 2007. 

3 Based on a random sampling of Form ND-2 filers for 2007, and assuming the results are indicative of the entire 
population of Form ND-2 filers, it is estimated that 38% (or 423) of the North Dakota residents who filed Form ND-2 for 
2007 would change to Form ND-1 if Reengrossed House Bill 1324 (version 90715.0500) is enacted. 

4 Based on the same random sampling of Form ND-2 filers for 2007, the estimated 62% (or 689) of those North Dakota 
residents who would continue to file Form ND-2 if Reengrossed House Bill 1324 (version 90715.0500) is enacted 
would on average have a net tax liability that is $32 lower than Form ND-1. The total amount of this difference is 
estimated to be $22,048. 



• 
Individual Income Tax Statistics-Form ND-2 

2003 through 2007 

• • 

Number of Returns With an Entry Total Dollar Amount Deducted from Income 

Form ND-2 Deductions (Reduces Taxable Income! 2001 2006 200s 2004 2003 2001 2006 200s 2004 2003 
Interest from U.S. Obligations (by federal law} (Note 4} 96 176 210 210 240 $534,933 $1,588,051 $1,286,834 $1,588,635 $1,058,580 
Military Pay Exclusion 73 70 82 123 169 $81,562 $98,795 $86,539 $128,000 $171,801 

Additional Military Pay Exclusion for Overseas Duty 24 28 23 45 55 $48,512 $112,624 $56,923 $99,733 $145,065 
Military Retirement Pay Exclusion 14 24 31 30 26 _ $67,974 $120,3~ $139,067 _ $137,536 $131,297 

Income from a Federal Civil Service Pension, a North Dakota City Firefighter or Police Officer 

Pension! or the North Dakota Highway Patrol Pension Fund 

Interest Income from Sale of Land to a Qualifying Beginning Farmer 

Rental Income from Leasing of Land to a Qualifying Beginning Farmer 

Gain from Sale of Land to a Qualifying Beginning Farmer 

Interest Income from North Dakota Financial Institutions 

Rental Income from leasing a Business to a Qualifying Beginning Entrepreneur 

Medical Expenses not Allowed due to 7.5% of Adjusted Gross Income Limitation 

Additional Exemption ($300.00 for Married Filing Jointly; Head of Household; or Qualifying 

Widow{er) 

Federal income tax deduction {federal income tax liability after federal tax credits) 

Other Deductions (NoM 5} 

Form ND-2 Credits (Reduces Income Tax) 
Credit for Income Tax Paid to Another State (Note 6} 

Credit for Contributions to Nonprofit Private Colleges in ND 

Credit for Contributions to Nonprofit Private Hii_h Schools in ND 

Loni-Term care Insurance Credit 

Nonprofit Development Corporation Investment Credit 

Qualifi~d Bu_!j_ness See<! Ca.e_ital Investment Credit 

Other Credits (Mok 5} 

58 

5 
259 

• 
2.!.874 

4.!.659 

1.!.683 

203 

Not•1 

244 

81 
• 
• 
• 

561 
0 

3,468 

S,379 

2!462 

291 

; 9 

10 
10 

417 
0 
• 
7 

84 

• 
9 
• 

631 

2,927 

4,509 

2,6so 
287 

13 
7 

12 

sos 
0 
7 
6 

114 120 

5 5 

9 6 
7 8 

698 775 

2.!.889 21..772 

4.!.789 4.!.870 

3.!.010 3,255 

383 481 

16 19 
9 12 
8 14 

572 691 
0 0 
• 0 
8 6 

Commercial Property Income Tax Credit 105 
Residential and Agricultural Property Income Tax Credit 476 t~~31~~f~~1ii}ilqtlt 
Notes: 

Grayed box indicates the deduction or crediJ was not provided for in the law. . _ 

$272,572 
• 
• 

$134,946 
$84.!.907 

• 
$18,599,973 

$1,397,700 

$8,937,018 

$7,862,723 

I Note1 

$39,195 

An asterisk r-J indicates /here are fe311 than 5 instances of the deduction or credil being.used and is non-reportable because of (he Tat Department's policy on the release of statistics. 

4-0eduction is provided for by federal law; it cannot be repealed or removed. 

5-"0ther Deductions" and "Other Credits• include deductions and tax credits available on the ND-2 that are not separately identified on the return. 

&-This tax credit prevents double taxation of income taxed by both North Dakota and another state. 

7-Starting with the 2007 return, all credits except the property income tax credits were combined in •other Credits." 

$328,792 $313,125 $469,388 $5Q9,048 
• • $33,080 $23,884 

$78,298 $94,986 $58,728 
• $835,406 $122,103 

1189,692 $1_9_9,891 $201,803 $236,240 
$0 • • 

$19,05~276 ~13,579,469 $12,425,856 _go,12s,24s 

$1,613,700 }1,671,000 $1,800,900 $1,885,200 

~9,426,428 $9,6_33,486 $9,441,149 $9,329,588 

$7,228,528 $8,088,259 $5,693,464 $5,873,133 

2004 2003 

$684 Sl,675 $1,989 $763 

$497 $345 $577 $557 

$1,025 $955 $325 $1,038 

$58,195 $71,168 $81,396 $96,778 

$0 $0 $0 $0 

• $4,036 • $0 

$3,386 $9,598 $1,058 $1,624 

Creakd by Office of State Tw: Commissioner, April 24, 2009 


