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Explanation or reason for i ntroduction of bill/resolution : 

A BILL for a n  Act to a mend a nd reenact section 57-33.2-03 of the North Da kota 
Century Code, rel ating to red uction of the distri bution tax rate for com p a nies e ng aged 
i n  the d istri bution of e lectricity; and to provide a n  effective date. 

Minutes: 

Present: Senator Burckhard, Senator Oehlke, Senator Dotzenrod 
Representative Klein, Representative Dockter, Representative Strinden 

Senator Burckhard opened the conference committee on SB 2325. 

Representative Klein - A couple of proposals, to begin with, I believe we have done 
enough for childcare. We have looked at that thing several sessions ago; I don't feel we 
need to provide tax credits to big companies like Microsoft. Going on to what we discussed 
earlier on these amendments, leaving out sections 12 & 13, we are amenable to that but 
we would also like to make a proposal since you have tax benefits of $250 million in SB 
2156 we would like to propose a compromise at $300 million and go from there, and then 
end up doing the little thing in the original bill and agree to that and finish it up. 

Discussion followed on catching up Senator Oehlke on what has been going on in the 
committee. 

Senator Dotzenrod - The Senate position that it passed out in SB 2156 was $250 million 
in corporate and personal income tax. I guess I'm feeling that that is probably a position 
that I don't want to go any further on. If we felt that we were short, that there was a certain 
amount of extra tax reductions that we really needed to put in place I would favor adding on 
to what we are offering in tax reductions on property. I think $250 million on income taxes is 
from my point of view, I don't see any reason to go any higher than that. If we need to 
negotiate more on higher property tax reductions I guess I'm open to that. 

Representative Klein - Are you willing to meet us in the middle and go from there? 

Senator Dotzenrod - No, I'm not. I think that the position that the Senate had of $250 
million seems to me to be pretty high. The Governor's proposal was $125 million, we are u p  
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to $250 million, we have one of the lowest income taxes in the nation, and the idea that that 
is a need when we have property tax issues all over the state that really need attention and 
we've had so much discussion all over the state with measure 2. If we are concerned about 
trying to push more tax relief I would be in favor of extending something on property. (8:05) 

Senator Oehlke - I'm curious what a total fiscal note would look like on that proposal. I 
think we need to find out what is going on with HB 1 31 9. 

Marcy Dickerson, Tax Department briefly went over Sara Meier's calculation. 

Representative Strinden - Version 3000 of this bill with the $.85 the counties would lose 
$2, 1 50,000. 

Senator Dotzenrod - I guess there is a difference between the House and the Senate on 
where we stand relative to income tax. I think the Senate's position is that if we did the 
$250 million and we felt that is good, we can stop there. The House feels they want to do 
more. I still don't know the right number, but as far as what is felt, I was interested primarily 
in getting the financial institutions tax, getting rid of that existing tax and going to the 
corporate tax. There is a small angel fund reference in there; I think we should keep that 
and then the reference to the capital gains rate change. As far as amending something in to 
the bill that deals with rates and income tax, I thought maybe we could just not do that. We 
would end up with something that represented these other changes mostly to do with the 
financial institutions and let it go at that. 

Senator Burckhard - I agree Senator Dotzenrod, I don't think SB 2325 should deal with 
corporate or individual income tax. 

Representative Klein - Right now I think we need to get a fiscal note on the original and 
go from there. 

Senator Burckhard closed the conference committee on SB 2325. 
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Explanation or reason for introduction of bill/resolution: 

A BILL for a n  Act to a mend a n d  reenact section 57-33.2-03 of the North Da kota 
Century Code, relating to reduction of the d istribution tax rate for com p a n ies engaged 
in the d istri bution of e lectricity ; and to provide a n  effective date. 

Minutes: 

Present: Senator Burckhard, Senator Oehlke, Senator Dotzenrod 
Representative Klein, Representative Dockter, Representative Strinden 

Senator Burckhard opened the conference committee on SB 2325. 

Representative Klein - Since we talked yesterday you pretty much agreed to the 
proposed amendments we had and then we will put the figure of 20% in there and go. 

Senator Burckhard - I would like to propose amendment 13.0820.03009 which addresses 
the financial institutions tax and the angel fund. 

John Walstad, Legislative Council went through proposed amendment 13.0820.03009. 

Senator Dotzenrod - We are repealing in section 17 we are taking out the chapter that has 
the financial institution tax 57-35.3. To do the carry forward loss and some other things you 
have in here, you refer back to that chapter. When we repeal it I suppose we can refer to it 
even though it's not there? 

John Walstad - I  think the references say a loss under 57-35.3 as it existed before January 
1, 2013. So we are just referring to the law that was there. The law itself will disappear. 

Representative Klein - I  would move the amendments .03009. 

Seconded by Representative Dockter. 

Roll  Call  Vote: Senators · 3 yea 0 nay Reps - 3 yea 0 nay MOTION CARRIES 
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Senator Burckhard - Next I have an amendment that addresses the original idea of this 
bill which was electric distributions tax. I will move amendment 13.0820.03007. 

Seconded by Representative Strinden. 

Representative Klein - I  believe at this time we can't support this amendment. You're 
going way beyond what was the original idea that we had in the House and I think the cost 
would put us in trouble. 

Senator Burckhard - Some would say that this is a discussion about fairness and you 
think $.75 is incorrect? 

Representative Klein - At this point yes we do. 

Senator Oehlke - I thought it came over from the House at $.65. So you must have 
supported it somewhere along the way. 

Representative Klein - Part of what we did in the House, we wanted to get this bill to 
committee and we chose a number. We didn't have any idea what that real number would 
be at that time. 

Senator Dotzen rod - I suppose the question about what is the appropriate number 
depends on what the objective is. What are you trying to accomplish by doing this. I'm not 
really looking at it from the standpoint of how does it impact the revenue loss, I'm more 
concerned about in the competitive marketplace that we have out there between the l OU's 
and the REG's that we don't have something that ends up creating a distortion or a burden 
that is placed on one system over the other. It's my impression that $.75 would be that 
number. That would get us fairly close at this time. That is how the bill was introduced. 

Representative Klein - I  don't 100% disagree with what Senator Dotzenrod is saying, but 
at this stage of the game, we are in day 79, I think we need to move this thing out and I 
would suggest or hope that a study is included in the OMB bill to take a look at this entire 
operation of where we are at between the two. 

Roll Call Vote: Senators - 3 yea 0 nay Reps - 1 yea 2 nay MOTION FAILED 

Senator Burckhard - I  would move amendment 13.0820.03008. It addresses the same 
issue it just changes $.85 to $.80 instead of $.75. 

Seconded by Senator Dotzen rod. 

Representative Klein - Do you have a fiscal note? 

Marcy Dickerson, Tax Department - The sheet I distributed is in lieu of a fiscal note. 
(attachment 1-CC) 

Roll Call Vote: Senators - 3 yea 0 nay Reps - 1  yea 2 nay MOTION FAILED 
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Representative Klein - I'd move an amendment at 20%. 

Senator Burckhard - That is what we just voted on. The last amendment was on $.80 
which is 20%. 

Representative Klein - I'm sorry. I'd like to reconsider the 20%. (amendment 1 3.0820.03 008) 

Seconded by Senator Oehlke. 

Roll Call Vote (To Reconsider): 
Senators - 3 yea 0 nay Reps - 3 yea 0 nay MOTION CARRIES 

Senator Burckhard - I will move again the same amendment .03008 changing $.85 to $.80 
and that is 20%. 

Seconded by Senator Dotzenrod . .  

Roll Call Vote: Senators - 3 yea 0 nay Reps - 3 yea 0 nay MOTION CARRIES 

Representative Klein - There is one other thing I think should be considered and that is 
the study I referred to earlier. It will probably have to go into the OMB bill. I really think we 
need to take a look at this thing. I know this doesn't make a lot of people happy but at this 
stage of the game I think we need to move this out and get it done, but I also think we need 
to take a look at where we are at in the long term here. (23:47) I don't want to put it in this 
bill I just wanted to put that out there. 

Committee adjourned. 
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Explanation or reason for introduction of bill/resolution: 

A BILL for an Act to amend and reenact section 57-33.2-03 of the North Dakota 
Century Code, relating to reduction of the distribution tax rate for companies engaged 
in the distribution of electricity; and to provide an effective date . 

Minutes: 

Present: Senator Burckhard, Senator Oehlke, Senator Dotzenrod 
Representative Klein, Representative Dockter, Representative Strinden 

Senator Burckhard opened the conference committee on SB 2325. 

Senator Burckhard - We have one more item of business to accomplish before we can 
adjourn. In our review of the amendment we forgot to include the portion that talks about 
dividends. We need to further amend our conference committee report to include that. Is 
there a motion? 

Representative Klein - So moved. 

Seconded by Senator Oehlke. 

Verbal Vote (To Reconsider): 5 yea 1 nay 

Senator Burckhard - Now we need to amend to include that section. 

The committee agreed it was best to wait until they had a hard copy of the amendment to 
look at to assure accuracy. 

Committee adjourned. 
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fZI Conference Committee 

Explanation or reason for introduction of bill/resolution :  

A B ILL for an Act to amend and reenact section 57-33.2-03 of the North Dakota Century 
Code, relating to reduction of the distribution tax rate for companies engaged in the 
distribution of electricity; and to provide an effective date. 

Minutes: 

Present: Senator Burckhard, Senator Oehlke, Senator Dotzenrod 
Representative Klein, Representative Dockter, Representative Strinden 

Senator Burckhard opened the conference committee on SB 2325. 

Representative Klein - I'd move we reconsider our actions where we approved amendment 
.03009. 

Seconded by Senator Oehlke. 

Verbal Vote (To Reconsider): 6 yea 0 nay 

Representative Klein - I would move amendment 1 3.0820.0301 0. 

Seconded by Representative Dockter. 

Senator Burckhard - I have read this thing word for word and it does include the new rate 
for the electric distribution tax at $.80, it has the dividends fix, it's got the angel fund, and the 
financial institutions tax. 

Senator Dotzenrod - The only difference between what we are doing here and what we did 
earlier today is the addition of section 1 2  right? 

Senator Burckhard - Correct 

Senator Dotzenrod - I think it's about $8 million if I understand it. It's probably not going to 
be effective depending on what the federal government does. 
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Representative Klein - When we had this bill originally the feds had not approved the new 
tax deal. They have since approved it which is similar so we wouldn't have needed this but 
we thought we would keep it in anyway should the feds change it again. At least for the 
state then, the people who were collecting dividends would get that credit. (2:57) 

Senator Dotzen rod - If nothing changes with the federal government over the next 2 years 
does this section have a fiscal impact? 

Donnita Wald, Tax Department - We are changing the 30% to 40%. That is the change 
and that change is an $8 million fiscal note. 

Senator Burckhard - If nothing changes in the federal law? 

Donn ita Wald - It's still going to be $8 million because of the change in the 30% to 40%. 

Senator Dotzenrod - The $8 million is in the event that nothing changes at the federal level 
and this provision becomes law in North Dakota. If the federal governments were to change 
over the next 2 years would that change the fiscal impact of this? 

Donnita Wald - When this bill was introduced at that time the Bush tax cuts hadn't been 
reinstated and there were 2 particular provisions we were concerned about that North 
Dakota piggy backs off of. The qualified dividend is one of them. What the feds did was they 
made this particular provision permanent so it shouldn't have an effect. It was just changed 
then from 30% to 40%. The $8 million is for this biennium. It's the 40% that makes that 
change. 

Senator Dotzenrod - I will probably not support the amendment because of that section, 
the $8 million. I suppose you could argue that given the fiscal condition of North Dakota 
today we shouldn't worry about the $8 million. And that probably is not a bad argument, but I 
guess I'm thinking as a group of people that are 65 and over, part of the argument is that 
there is a lot of people who are retired and this is part of their retirement income. I would 
argue that there is a group of people in North Dakota that are having some difficulty with 
property taxes. We do have the homestead credit that we have expanded and that will help 
a lot with that, but for those people who don't qualify for that I think that, I don't have the 
data to support the assertion I would make, but I would assert that there are, for those in 
this group that are having this income, they may not be what people would call wealthy but 
in general that is a group of people in the 65 and older who are generally speaking 
compared to the young taxpayers who are paying into the social security system and not 
collecting from it. If I could have my way I would take the $8 million and put it into property 
tax relief but of course we have a significant amount of money there, so, just thought I would 
mention that. 

Rol l  Call Vote: Senators - 2 yea 1 nay Reps - 3 yea 0 nay 

Committee adjourned. 

MOTION CARRIES 



1 3.0820.05000 

Amendment to: Reengrossed SB 2325 

FISCAL NOTE 
Requested by Legislative Council 

05/02/2013 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
I l d 

. f f . t d d t l  eve s an appropna 10ns an wtpa e un er curren aw. 
2011·2013 Biennium 2013·2015 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues $(3,390,000) $11,590,000 

Expenditures 

Appropriations 

2015·2017 Biennium 

General Fund Other Funds 

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

2011·2013 Biennium 2013·2015 Biennium 2015·2017 Biennium 

Counties $(2,868,000) 

Cities 

School Districts 

Townships 

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

Second engrossed SB 2325 with Conference Committee Amendments reduces the distribution tax rate for 
companies engaged in the distribution of electricity, repeals the Financial Institutions Tax, and makes income tax 
changes. 

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 7 of second engrossed SB 2325 with Conference Committee Amendments reduces the distribution tax rate 
from $1 .00 to $.80 per megawatt-hour for the retail sale of electricity. Section 1 2  increase the long-term capital gain 
and qualified dividend income exclusion for individuals from 30% to 40%. Section 1 6  increases the portion of the 
sales and use, gross receipts, ad motor vehicle excise tax collections deposited into the state aid distribution fund 
from 40% to 43.5% for the purpose of replacing the decrease in revenues to counties and their political subdivisions 
resulting from the repeal of the financial institutions tax. Section 1 7  repeals the financial institutions tax. 

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. 

If enacted, second engrossed SB 2325 with Conference Committee Amendments is expected to reduce county 
revenue by an estimated $2.868 million in the 201 3- 1 5  biennium from the reduction in the tax on the distribution of 
electricity. T he repeal of the financial institutions tax and imposition of the corporate income tax for financial 
institutions is expected to result in a net increase in state general fund revenues of $22.5 million. T he repeal of the 
existing financial institution tax is expected to reduce state general fund revenues $7.3 million in the 201 3-1 5 
biennium. The increase in the long-term capital gain and qualified dividend income exclusion is expected to reduce 
state general fund revenues by an estimated $7 million in the 201 3-1 5 biennium. The expanded transfer to the state 
aid distribution fund is expected to reduce state general fund revenues and increase state aid distribution fund 
revenues by an estimated $ 1 1 .59 million in the 201 3-15 biennium. 



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 a/so included in the executive budget or relates to a continuing appropriation. 

Name: Kathryn L. Strombeck 

Agency: Office of Tax Commissioner 

Telephone: 328-3402 

Date Prepared: 05/03/201 3  



Amendment to: SB 2325 

FISCAL NOTE 
Requested by Legislative Council 

03/21/201 3  

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
I I d 

. 
t '  f . 

t d d t l  eve s an appropna tons an tctpa e un er curren aw. 

2011-2013 Biennium 2013-2015 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues 

Expenditures 

Appropriations 

2015-2017 Biennium 

General Fund Other Funds 

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

2011-2013 Biennium 2013-2015 Biennium 2015·2017 Biennium 

Counties $(5,01 9,000) 

Cities 

School Districts 

Townships 

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

Second engrossed SB 2325 with House Amendments reduces the distribution tax rate for companies engaged in 
the distribution of electricity. 

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 2 of second engrossed SB 2325 with House Amendments reduces the distribution tax rate from $1 .00 to 
$.65 per megawatt-hour for the retail sale of electricity. 

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. 

If enacted, second engrossed SB 2325 with House Amendments is expected to reduce county revenue by an 
estimated $5.0 1 9  million in the 201 3-1 5 biennium. 

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 

Agency: Office of Tax Commissioner 

Telephone: 328-3402 

Date Prepared: 03/23/201 3  



Amendment to: SB 2325 

FISCAL NOTE 
Requested by Legislative Council 

02/12/201 3 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
t 1 d ·r r ·  t d  d t l  eve s an appropna 10ns an JCJpa e un er curren aw. 

2011-2013 Biennium 2013-2015 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues 

Expenditures 

Appropriations 

2015-2017 Biennium 

General Fund Other Funds 

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

2011-2013 Biennium 2013-2015 Biennium 2015·2017 Biennium 

Counties $(2, 150,000) 

Cities 

School Districts 

Townships 

2 A. 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 SB 2325 reduces the distribution tax rate for companies engaged in the distribution of electricity. 

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 of engrossed SB 2325 reduces the distribution tax rate from $1 .00 to $.85 per megawatt-hour for the retail 
sale of electricity. 

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. 

If enacted, engrossed SB 2325 is expected to reduce county revenue by an estimated $2. 1 5  million in the 201 3- 1 5  
biennium. 

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 

Agency: Office of Tax Commissioner 

Telephone: 328-3402 

Date Prepared: 02/14/201 3  



Bill/Resolution No.: SB 2325 

FISCAL NOTE 
Requested by Legislative Council 

01/29/201 3 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to funding 
I l d 

. 
t 

. .  
t d d t l  eve s an appropna ions anttctpa e un er curren aw. 

2011-2013 Biennium 2013-2015 Biennium 

General Fund Other Funds General Fund Other Funds 

Revenues 

Expenditures 

Appropriations 

2015-2017 Biennium 

General Fund Other Funds 

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

2011·2013 Biennium 2013·2015 Biennium 2015·2017 Biennium 

Counties $(3,600,000) 

Cities 

School Districts 

Townships 

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

SB 2325 reduces the distribution tax rate for companies engaged in the distribution of electricity. 

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 of SB 2325 reduces the distribution tax rate from $1 .00 to $. 75 per megawatt-hour for the retail sale of 
electricity. 

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. 

If enacted, SB 2325 is expected to reduce county revenue by an estimated $3.6 million in the 201 3-15 biennium. 

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 

Agency: Office of Tax Commissioner 

Telephone: 328-3402 

Date Prepared: 02/04/201 3  



1 3.0820.03003 
Title. 

Prepared by the Legislative Council staff for 
Representative Dockter 

May 1 ,  201 3  

PROPOSED AMEN DMENTS TO REENGROSSED SENATE BILL NO. 2325 

That the House recede from its amendments as printed on page 9 1 8 of the Senate Journal and 
page1 0 1 0  of the House Journal and that Reengrossed Senate Bill No. 2325 be amended as 
follows: 

Page 1, l ine 1, after "to" insert "create and enact a new section to chapter 57-38, two new 
subsections to section 57-38-34, a new subsection to section 57-38-38, and a new 
subsection to section 57-38-40 of the North Dakota Century Code, relating to corporate 
and individual income tax credits and transition of financial institutions to corporate 
income tax treatment; to" 

Page 1, line 1 ,  after "reenact" insert "subsection 5 of section 1 1 -37-08, subsection 8 of section 
40-63-01, subsection 5 of section 40-63-04, section 40-63-06, subsections 3 and 4 of 
section 40-63-07," 

Page 1 ,  line 1, replace the second "and" with a comma 

Page 1, line 2,  after "57-33.2-03" insert ", subsection 3 of section 57-38-01 . 3, subsections 1 
and 3 of section 57-38-01 .26, subsections 5 and 7 of section 57-38-01.32, section 
57-38-30, subsection 1 of section 57-38-30.3, subdivisions c, d, and f of subsection 2 
of section 57-38-30. 3, and section 57-39 .2-26 . 1 "  

Page 1, line 3, after "electricity" insert ", individual and corporation income tax rates, and credits 
and increased allocations from the state aid distribution fund; to repeal chapter 57-35.3 
of the North Dakota Century Code, relating to elimination of the financial institutions 
tax" 

Page 1, after line 4, insert: 

"SECTION 1 .  AMENDMENT. Subsection 5 of section 1 1 -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, 57-38-301 and 
57-38-30.3 .  

SECTION 2. AMENDMENT. Subsection 8 of section 40-63-01 of the North 
Dakota Century Code is amended and reenacted as follows: 

8. "Taxpayer" means an individual, corporation, financial institution, or trust 
subject to the taxes imposed by chapter 57 35.3 OF 57-38 and includes a 
partnership, subchapter S corporation, limited partnership, l imited liability 
company, or any other passthrough entity. 

SECTION 3. AMENDMENT. Subsection 5 of section 40-63-04 of the North 
Dakota Century Code is amended and reenacted as follows: 

5. The exemptions provided by this section do not eliminate any duty to file a 
return or to report income as required under chapter 57 35.3 oF 57-38. 

Page No. 1 1 3.0820.03003 



SECTION 4. AMENDMENT. Section 40-63 -06 of the North Dakota Century 
Code is amended and reenacted as follows: 

40-63-06. H istoric preservation and renovation tax credit. 

A credit against state tax liability as determined under sections 57 35.3 03, 
57-3 8-3 0, and 57-3 8-3 0.3 is allowed for investments in the historic p reservation or 
renovation of p rop erty within the renaissance zone. The amount of the credit is 
twenty-five p ercent 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 p reservation or 
renovation is comp leted. Any excess credit may be carried forward for a p eriod of up to 
five taxable years. 

SECTION 5. AMENDMENT. Subsections 3 and 4 of section 40-63 -07 of the 
North Dakota Century Code are amended and reenacted as follows: 

3 .  A renaissance fund organization is exemp t from any tax imp osed by 
chap ter 57 35.3 or 57-3 8. An exemp tion under this section may be p assed 
through to any shareholder, p artner, and owner if the renaissance fund 
organization is a p assthrough entity for tax p urp oses. A corp oration eF 
financial institution entitled to the exemp tion p rovided by this subsection 
shall file required returns and rep ort income to the tax commissioner as 
required by the p rovisions of those ohapterschapter 57-3 8  as if the 
exemp tion did not exist. If an emp loyer, this subsection does not exemp t a 
renaissance fund organization from comp lying with the income tax 
withholding laws. 

4. A credit against state tax liability as determined under section 57 35.3 03, 
57-3 8-3 0, or 57-3 8-3 0.3 is allowed for investments in a renaissance fund 
organization. The amount of the credit is fifty p ercent of the amount 
invested in the renaissance fund organization during the taxable year. Any 
amount of credit which exceeds a taxp ayer'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." 

Page 2, after l ine 2,  insert : 

"SECTION 8. AMENDMENT. Subsection 3 of section 57-3 8-01 .3 of the North 
Dakota Century Code is amended and reenacted as follows: 

3. The sum calculated p ursuant to subsection 1 must be reduced by the 
amount of any net op erating loss that is attributable to North Dakota 
sources. including a net operating loss calculated under chapter 57-3 5.3 
for tax years beginning before January 1 .  2013 . If the net op erating loss 
that is attributable to North Dakota sources exceeds the sum calculated 
p ursuant to subsection 1 ,  the excess may be carried forward for the same 
time p eriod that an identical federal net op erating loss may be carried 
forward. If a corp oration uses an ap p ortionment formula to determine the 
amount of income that is attributable to North Dakota, the corp oration must 
use the same formula to determine the amount of net op erating loss that is 
attributable to North Dakota. In addition,  no deduction may be taken for a 
carryforward when determining the amount of net op erating loss that is 
attributable to North Dakota sources. 
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SECTION 9. AMENDMENT. Subsections 1 and 3 of section 57-38-01.26 of the 
North Dakota Century Code are amended and reenacted as follows: 

1. A taxpayer is entitled to a credit against state income tax liability under 
section 57-38-30 or 57-38-30.3 for an investment made in an angel fund 
that is a domestic organization created under the laws of this state. The 
amount of the credit to which a taxpayer is entitled is forty-five percent of 
the amount remitted by the taxpayer to 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. The aggregate l ifetime 
credits under this section that may be obtained by an individual, married 
couple, passthrough entity and its affiliates, or other taxpayer is ooefive 
hundred fifty thousand dollars. The investment used to calculate the credit 
under this section may not be used to calculate any other income tax 
deduction or credit allowed by law. 

3. An angel fund must: 

a. Be a partnership, limited partnership, corporation, limited liability 
company, limited liability partnership, trust, or estate organized on a 
for-profit basis which is headquartered in this state. 

b. Be organized for the purpose of investing in a portfolio of at least three 
primary sector companies that are early-stage and mid-stage private, 
nonpubl icly traded enterprises with strong growth potential. For 
purposes of this section, an early-stage entity means an entity with 
annual revenues of up to two million dollars and a mid-stage entity 
means an entity with annual revenues over two million dollars not to 
exceed ten million dollars. Early stage and mid stage entities do not 
inolude those that have more than twenty five peroent of their revenue 
from inoome produoing real estate. I nvestments in real estate or real 
estate hold ing companies are not eligible investments by certified 
angel funds. Any angel fund certified before January 1,  201 3, which 
has invested in real estate or a real estate hold ing company is not 
eligible for recertification. 

c. Consist of at least six accredited investors as defined by securities 
and exchange commission regulation D, rule 501. 

d. Not have more than twenty-five percent of its capital ized investment 
assets owned by an ind ividual investor. 

e. Have at least five hundred thousand dollars in commitments from 
accredited investors and that capital must be subject to call to be 
invested over an unspecified number of years to build a portfolio of 
investments in enterprises. 

f. Be member-managed or a manager-managed l imited liabil ity 
company and the investor members or a designated board that 
includes investor members must make decisions as a group on which 
enterprises are worthy of investments. 

g .  Be certified as an angel fund that meets the requirements of  this 
section by the department of commerce. 

h .  Be in compliance with the securities laws of th is state. 
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i .  Within thirty days after the date on which an investment in an angel 
fund is made, the angel fund shall file with the tax commissioner and 
p rovide to the investor comp leted forms p rescribed by the tax 
commissioner which show as to each investment in the angel fund the 
following: 

( 1 )  The name, address, and social security number or federal 
emp loyer identification number of the taxp ayer or p assthrough 
entity that made the investment; 

(2) The dollar amount remitted by the taxp ayer or p assthrough 
entity; and 

(3) The date the p ayment was received by the angel fund for the 
investment. 

j .  Within thirty days after the end of a calendar year, the angel fund shall 
file with the tax commissioner a rep ort showing the name and p rincip al 
p lace of business of each enterp rise in which the angel fund has an 
investment. 

SECTION 1 0. AMENDMENT. Subsections 5 and 7 of section 57-38-01.32 of the 
North Dakota Century Code are amended and reenacted as follows: 

5. The aggregate amount of tax credits allowed to all eligible contributors is 
limited to fifteen million dollars p er biennium. This limitation applies to all 
oontributions for ·.vhioh tax oredits are olaimed under seotion 57 35.3 05 
and this seotion. 

7. To receive the tax credit p rovided under this section, a taxp ayer shall claim 
the credit on the taxp ayer's state income or finanoial institutions tax return 
in the manner p rescribed by the tax commissioner and file with the return a 
cop y of the form issued by the housing finance agency under subsection 6 .  

SECTION 1 1 .  A new section to chap ter 57-38 of the North Dakota Century 
Code is created and enacted as follows: 

Financial institutions - Net operating losses - Credit carryovers. 

_L A subchapter S corporation that was a financial institution under chapter 
57-35.3 may elect to be treated as a taxable corporation under chapter 
57-38. If an election is made under this section. the election: 

� Must be made in the form and manner prescribed by the 
tax commissioner on the return filed for the tax year beginning on 
January 1 .  201 3. or the return filed for the short period required under 
subsection 8 of section 57 -38-34; and 

!1. Is binding until the earlier of: 

ill The end of the tax year for which the taxpayer reports a tax 
liability after tax credits; or 

.{2} The beginning of the tax year for which the taxpayer elects to be 
recognized as a subchapter S corporation under section 
57-38-01 .4. 
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3.13%2.35% 

3.63%2.72% 

If North Dakota taxable income is: 

Not over $28,850$30.325 

Over $28,850$30.325 

but not over $69,675$73.200 

Over $69,675$73.200 

but not over $106,150$1 1 1 ,525 

Over $106,150$1 1 1.525 

but not over $189,575$1 99.1 75 

$106,150$1 1 1  .525 

Over $189,575$1 99.1 75 

3.99%2.99% 

$189,675$1 99, 175 

3.13%2.35% 

d. Head of household. 

If North Dakota taxable income is:  

Not over $46,250$48,600 

Over $46,250$48,600 

but not over $119,400$1 25.450 

Over $119,400$1 25,450 

but not over $193,360$203,1 50 

$119,400$1 25,450 

Over $193,350$203.1 50 

3.63%2. 72% 

but not over $379,150$398,350 

$193,350$203,1 50 

Over $379,150$398.350 

3.99%2.99% 

$379,150$398,350 

Page No. 7 

The tax is equal to: 

1.51%1. 1 3% 

$435.64$343 .43 plus 2.82%2. 1 2% 

of amount over $28,860$30.325 

$1,586.90$1.250.24 plus 

of amount over $69,676$73.200 

$2,728.67$2,1 49.92 plus 

of amount over 

$5,756.90$4,536. 1 9  plus 

of amount over 

The tax is equal to: 

1.51%1. 1 3% 

$698.38$555 .40 plus 2.82%2. 1 2% 

of amount over $46,250$48,600 

$2,761.21$2.1 75.78 plus 

of amount over 

$5,075.84$3.999.79 plus 

of amount over 

$11,820.38$9,3 1 4. 1 1  plus 

of amount over 
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e. Estates and trusts. 

If North Dakota taxable income is: 

Not over $2,300$2,450 

Over $2,300$2,450 

but not over $5,450$5.700 

Over $5,450$5.700 

but not over $8,300$8.750 

Over $8,300$8,750 

but not over $11,350$1 1,950 

Over $11,350$1 1 .950 

The tax is equal to: 

1 .51%1 . 1 3% 

$34.73$27.75 plus 2.82%2. 1 2% 

of amount over $2,300$2,450 

$123.56$96.49 plus 3.13%2.35% 

of amount over $5,450$5,700 

$212.77$1 68.09 plus 3.63%2.72% 

of amount over $8,300$8,750 

$323.48$255.21  plus 3.99%2.99% 

of amount over $11,350$1 1,950 
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 multipl ied by a fraction in 
which: 

( 1 ) The numerator is the federal adjusted gross income al locable 
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 .  

I n  the case of married individuals fi l ing a joint return, if one spouse i s  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. 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 1 954, 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 simpl ified 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 l iabi lity under subsection 7. 

SECTION 1 4. AMENDMENT. Subdivisions c, d ,  and f of subsection 2 of section 
57-38-30.3 of the North Dakota Century Code are amended and reenacted as fol lows: 
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c. Reduced by the amount equal to the earnings that are passed through 
to a taxpayer in connection with an al location and apportionment to 
North Dakota under chapter 57 36. 3section 1 1  of this Act. 

d .  Reduced by tf»Ftyforty percent of: 

( 1 ) 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 1 986, 
as amended. The adjustment provided by this subdivision is 
al lowed only to the extent the net long-term capital gain is 
al located to this state. 

(2) The qualified dividend income that is taxed at the same rate as 
long term capital gain for federal income tax purposes under 
Internal Revenue Code provisions in effect on December 31 ,  
2GQ&Qualified dividends as  defined under I nternal Revenue 
Code section 1 (h)(1 1 ). added by section 302(a) of the Jobs and 
Growth Tax Relief Reconcil iation Act of 2003 [Pub. L. 1 08-27; 
1 1 7  Stat. 752; 2 U .S.C .  963 et seq.], but only if taxed at a federal 
income tax rate that is lower than the regular federal income tax 
rates applicable to ordinary income. If. for any taxable year, 
qualified d ividends are taxed at the regular federal income tax 
rates applicable to ordinary income. the reduction allowed under 
this subdivision is equal to thirty percent of al l  dividends included 
in federal taxable income. The adjustment provided by this 
subdivision is allowed only to the extent the qualified dividend 
income is al located to this state. 

f. I ncreased by an amount equal to the losses that are passed through 
to a taxpayer in connection with an al location and apportionment to 
North Dakota under chapter 57 35.3section 1 1  of this Act. 

SECTION 1 5. Two new subsections to section 57-38-34 of the North Dakota 
Century Code are created and enacted as follows: 

7. For a person that was subject to the tax under chapter 57-35.3 for the 
calendar year ending December 31,  201 2. payment of the tax under this 
chapter is due six months after the due date of the return as required 
under this section .  The provisions of subdivision a of subsection 1 of 
section 57.-38-45 do not apply to the tax due urider this subsection. This 
subsection applies to the first tax year beginning after December 3 1 .  201 2 . 

8. A person that previously reported under chapter 57-35.3 on a calendar 
year basis and files its federal income tax return on a fiscal year basis 
must file a short period return for the period beginning January 1, 201 3, 
and ending on the last day of the tax year in calendar year 201 3. 

SECTION 1 6. A new subsection to section 57-38-38 of the North Dakota 
Century Code is created and enacted as fol lows: 

.1L This section applies if additional tax would be due under the provisions of 
chapter 57-35.3 in effect for taxable years beginning before January 1 ,  
201 3. 
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SECTION 1 7. A new subsection to section 57-38-40 of the North Dakota 
Century Code is created and enacted as follows: 

1..§.,_ A person that would have been entitled to a credit or refund under chapter 
57-35.3 for a taxable year beginning before January 1 .  201 3. may file a 
claim for refund or credit of an overpayment of tax. 

SECTION 1 8. AMENDMENT. Section 57-39.2-26. 1 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-39.2-26.1 .  Allocation of revenues among pol itical subdivisions. 

Notwithstanding any other provision of law, a portion of sales, gross receipts, 
use, and motor vehicle excise tax collections, equal to fe!:tyforty-three and one-half 
percent of an amount determined by multiplying the quotient of one percent divided by 
the general sales tax rate, that was in effect when the taxes were collected, times the 
net sales, g ross receipts, use, and motor vehicle excise tax collections under chapters 
57-39.2,  57-39.5,  57-39.6, 57-40.2, and 57-40.3  must be deposited by the state 
treasurer in the state aid d istribution fund. The state tax commissioner shall certify to 
the state treasurer the portion of sales, gross receipts, use, and motor vehicle excise 
tax net revenues that must be deposited in the state aid distribution fund as determined 
under this section. Revenues deposited in the state aid d istribution fund are provided 
as a standing and continuing appropriation and must be al located as follows: 

1 .  Fifty-three and seven-tenths percent of the revenues must be al located to 
counties in the first month after each quarterly period as provided in this 
subsection. 

a. Sixty-four percent of the amount must be al located among the 
seventeen counties with the greatest population, in the following 
manner: 

( 1 ) Thirty-two percent of the amount must be al located equally 
among the counties; and 

(2) The remaining amount must be al located based upon the 
proportion each such county's population bears to the total 
population of al l  such counties . 

b. Thirty-six percent of the amount must be allocated among al l  counties, 
excluding the seventeen counties with the greatest population, in the 
fol lowing manner: 

( 1 ) Forty percent of the amount must be allocated equally among 
the counties; and 

(2) The remaining amount must be al located based upon the 
proportion each such county's population bears to the total 
population of al l such counties. 

A county shall deposit all revenues received under this subsection in the 
county general fund. Each county shall reserve a portion of its al location 
under this subsection for further distribution to, or expenditure on behalf of, 
townships, rural fire protection districts, rural ambulance districts, soil 
conservation districts, county recreation service districts, county hospital 
districts, the Garrison Diversion Conservancy District, the southwest water 
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authority, and other taxing districts within the county, excluding school 
districts, cities, and taxing districts within cities. The share of the county 
al location under this subsection to be distributed to a township must be 
equal to the percentage of the county share of state aid distribution fund 
al locations that township received during calendar year 1 996. The 
governing boards of the county and township may agree to a different 
distribution. 

2. Forty-six and three-tenths percent of the revenues must be al located to 
cities in the first month after each quarterly period based upon the 
proportion each city's population bears to the total population of all cities. 

A city shall deposit all revenues received under this subsection in the 
city general fund. Each city shall reserve a portion of its allocation under 
th is subsection for further distribution to, or expenditure on behalf of, park 
districts and other taxing districts within the city, excluding school districts. 
The share of the city al location under this subsection to be distributed to a 
park district must be equal to the percentage of the city share of state aid 
distribution fund allocations that park district received during calendar year 
1 996, up to a maximum of thirty percent. The governing boards of the city 
and park district may agree to a different distribution. 

SECTION 1 9. REPEAL. Chapter 57-35.3 of the North Dakota Century Code is 
repealed ."  

Page 2,  l ine 3 ,  replace "This" with "Section 19 of this Act is effective for taxable events 
occurring after June 30, 201 4, and the remainder of this" 

Renumber accordingly 
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1 3.0820.03004 
Title. 

Prepared by the Legislative Counci l  staff for 
Senator Dotzenrod 

May 1 ,  201 3 

PROPOSED AMENDMENTS TO REENGROSSED SENATE B ILL NO. 2325 

Page 1 ,  l ine 1 , after "Act" insert "to create and enact a new section to chapter 57-38 of the 
North Dakota Century Code, relating to an employer-provided child care income tax 
credit;" 

Page 2, after l ine 2, insert : 

"SECTION 3. A new section to chapter 57-38 of the North Dakota Century Code 
is created and enacted as follows: 

Employer-provided child care credit. 

� An employer is allowed a credit against the tax imposed under section 
57-38-30 or 57-38-30.3 for providing a qualified child care faci l ity. The 
amount of the credit under this section is fifty percent of the qualified child 
care expenditures incurred by the employer. Qual ified child care 
expenditures under this section may not be used in the calculation of any 
other income tax deduction or credit allowed under state law . 

.& For purposes of this section: 

a. "Employer" means a taxpayer who employs one or more full-time 
equivalent employees and whose primary source of income is from a 
business other than the business of provid ing child care services. 

b. "Qual ified child care expenditure" means any amount paid or incurred: 

ill To acquire, construct, rehabil itate, or expand property: 

fill That is to be used as part of a qual ified child care facil ity: 

{Ql For which a deduction under federal law for depreciation, 
or amortization in l ieu of depreciation, is allowable; and 

.(9 That does not constitute part of the principal residence of 
the taxpayer or any employee of the taxpayer; 

.(21 For the direct costs necessary for the operation of the child care 
faci l ity; 

.Ql For the indirect or overhead costs properly attributable to the 
child care facil ity, including insurance, uti l ities, front office 
salaries, property taxes, legal fees, and advertising; or 

ill Under a contract with a qualified child care facil ity to provide 
child care services to employees of the taxpayer, including any 
amount paid to the child care facil ity for additional d irect or 
indirect costs of the facil ity. 

The term "qual ified child care expenditure" does not include expenses 
in excess of the fair market value of such care. 
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9.:. "Qual ified child care facil ity" means a facil ity the principal use of which 
is to provide child care assistance to the taxpayer's employees and 
that meets the requirements of all applicable laws and regulations of 
the state and local government in which it is located. 

ill The term "qualified child care facil ity" does not apply to a facil ity 
which is the principal residence of the operator of the facil ity . 

.(21 A facil ity may not be treated as a qual ified child care faci l ity with 
respect to a taxpayer un less: 

@} Enrollment in the facil ity is open to employees of the 
taxpayer during the taxable year; and 

.{Ql Eligibil ity for enrollment must be offered to al l  employees 
on an equal opportunity basis. 

� The taxpayer shall cla im the total credit amount for the taxable year in 
which the qual ified child care expenditures are made, except depreciated 
property expenditures shall be claimed in the taxable year in wh ich the 
property is placed in service. The credit under this section may not exceed 
the taxpayer's l iabi l ity as determined under this chapter for any taxable 
year. 

4. If two or more taxpayers share in the qualified child care expenditures, 
each taxpayer must be allowed the credit in relation to the respective share 
paid or incurred by each taxpayer of the total expenditures for the facil ity in 
each taxable year. 

5. If the amount of the credit determined under this section exceeds the 
l iabil ity for tax under this chapter. the excess may be carried forward to 
each of the next five succeeding taxable years. 

6 .  A partnership, subchapter S corporation. l imited partnersh ip, l imited l iabil ity 
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 al lowable 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 l iabil ity under section 57-38-30.3 .  

L To receive the tax credit provided under this section, a taxpayer shall claim 
the credit in the form and manner as may be prescribed by the tax 
commissioner. 

8 .  It is the intent of the legislative assembly that the credit provided in this 
section must be l iberally construed and interpreted to effectuate the 
expansion of child care availability in the state. "  

Renumber accordingly 
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1 3. 0820.03009 
Title. 

Prepared by the Legislative Council staff for 
Senator Burckhard 

May 2, 201 3 

PROPOSED AMENDMENTS TO REENGROSSED SENATE B ILL NO. 2325 

That the House recede from its amendments as printed on page 91 8 of the Senate Journal and 
page 1 0 1 0  of the House Journal and that Reengrossed Senate Bi l l  No. 2325 be amended as 
fol lows: 

Page 1 ,  l ine 1 ,  after "to" insert "create and enact a new section to chapter 57-38, two new 
subsections to section 57-38-34, a new subsection to section 57-38-38, and a new 
subsection to section 57-38-40 of the North Dakota Century Code, relating to corporate 
and individual income tax credits and transition of financial institutions to corporate 
income tax treatment; to" 

Page 1 ,  l ine 1 ,  after "reenact" insert "subsection 5 of section 1 1 -37-08, subsection 8 of section 
40-63-01 ,  subsection 5 of section 40-63-04, section 40-63-06, subsections 3 and 4 of 
section 40-63-07," 

Page 1 ,  l ine 1 , replace the second "and" with a comma 

Page 1 ,  l ine 2 ,  after "57-33.2-03" insert " ,  subsection 3 of section 57-38-01 .3, subsections 1 
and 3 of section 57-38-01 .26, subsections 5 and 7 of section 57-38-0 1 .32, 
subdivisions c and f of subsection 2 of section 57-38-30.3,  and section 57-39.2-26. 1 "  

·
Page 1 ,  l ine 3, after "electricity" insert " ,  individual and corporation income tax rates, and credits ' 

and increased al locations from the state aid distribution fund; to repeal chapter 57-35.3 
of the North Dakota Century Code, relating to elimination of the financial institutions 
tax" 

Page 1 ,  after l ine 4, insert: 

"SECTION 1 .  AMENDMENT. Subsection 5 of section 1 1 -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 publ ic government purpose, and together with 
interest and income on the bonds, are exempt from al l  individual and 
corporate taxes imposed under sections 57 35.3 03, 57-38-30, and 
57-38-30.3.  

SECTION 2. AMENDMENT. Subsection 8 of section 40-63-01 of the North 
Dakota Century Code is amended and reenacted as follows: 

8. "Taxpayer" means an individual ,  corporation, financial institution, or trust 
subject to the taxes imposed by chapter 57 35.3 OF 57-38 and includes a 
partnership, subchapter S corporation ,  l imited partnership, l imited liabil ity 
company, or any other passthrough entity. 

SECTION 3. AMENDMENT. Subsection 5 of section 40-63-04 of the North 
Dakota Century Code is amended and reenacted as follows: 

5. The exemptions provided by this section do not el iminate any duty to file a 
return or to report income as required under chapter 57 35.3 OF 57-38. 
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SECTION 4. AMENDMENT. Section 40-63-06 of the North Dakota Century 
Code is amended and reenacted as follows: 

40-63-06. H istoric preservation and renovation tax cred it. 

A credit against state tax l iabil ity as determined under sections 57 35.3 03, 
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 5. AMENDMENT. Subsections 3 and 4 of section 40-63-07 of the 
North Dakota Century Code are amended and reenacted as follows: 

3. A renaissance fund organization is exempt from any tax imposed by 
chapter 57 35.3 or 57-38. An exemption under this section may be passed 
through to any shareholder, partner, and owner if the renaissance fund 
organization is a passthrough entity for tax purposes. A corporation Gf 
financial institution entitled to the exemption provided by this subsection 
shall file required returns and report income to the tax commissioner as 
required by the provisions of those ohapterschapter 57-38 as if the 
exemption did not exist. If an employer, this subsection does not exempt a 
renaissance fund organization from complying with the income tax 
withhold ing laws. 

4. A credit against state tax liabil ity as determined under section 57 35.3 03, 
57-38-30, or 57-38-30.3 is al lowed 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 l iabil ity for the taxable 
year may be carried forward for up to five taxable years after the taxable 
year in which the investment was made." 

Page 2, after l ine 2, insert: 

"SECTION 8. AMENDMENT. Subsection 3 of section 57-38-01 .3 of the North 
Dakota Century Code is amended and reenacted as follows: 

3 .  The sum calculated pursuant to subsection 1 must be reduced by the 
amount of any net operating loss that is attributable to North Dakota 
sources. including a net operating loss calculated under chapter 57-35.3 
for tax years beginning before January 1 .  201 3.  I f  the net operating loss 
that is attributable to North Dakota sources exceeds the sum calcu lated 
pursuant to subsection 1 ,  the excess may be carried forward for the same 
time period that an identical federal net operating loss may be carried 
forward. If a corporation uses an apportionment formula to determine the 
amount of income that is attributable to North Dakota, the corporation must 
use the same formula to determine the amount of net operating loss that is 
attributable to North Dakota. In addition, no deduction may be taken for a 
carryforward when determining the amount of net operating loss that is 
attributable to North Dakota sources. 
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SECTION 9. AMENDMENT. Subsections 1 and 3 of section 57-38-01 .26 of the 
North Dakota Century Code are amended and reenacted as fol lows: 

1 .  A taxpayer is entitled to a credit against state income tax l iabi lity under 
section 57-38-30 or 57-38-30.3 for an investment made in an angel fund 
that is a domestic organization created under the laws of this state. The 
amount of the credit to which a taxpayer is entitled is forty-five percent of 
the amount remitted by the taxpayer to 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 dol lars. The aggregate l ifetime 
credits under this section that may be obtained by an individual , married 
couple, passthrough entity and its affi l iates, or other taxpayer is ooefive 
hundred AAy thousand dollars .  The investment used to calculate the credit 
under this section may not be used to calculate any other income tax 
deduction or credit al lowed by law. 

3. An angel fund must: 

a. Be a partnership, l imited partnership, corporation, l imited l iabil ity 
company, l imited l iabi l ity partnership, trust, or estate organized on a 
for-profit basis which is headquartered in this state. 

b. Be organized for the purpose of investing in a portfol io of at least three 
primary sector companies that are early-stage and m id-stage private, 
nonpubl icly traded enterprises with strong growth potential .  For 
purposes of this section, an early-stage entity means an entity with 
annual revenues of up to two mil l ion dollars and a mid-stage entity 
means an entity with annual revenues over two mi l l ion dollars not to 
exceed ten mil l ion dollars. Early stage and mid stage entities do not 
inolude those that have more than twenty five peroent of their revenue 
from inoome producing real estate. I nvestments in real estate or real 
estate holding companies are not el igible investments by certified 
angel funds. Any angel fund certified before January 1. 201 3, which 
has invested in real estate or a real estate holding company is not 
el igible for recertification. 

c. Consist of at least six accredited investors as defined by securities 
and exchange commission regulation D, ru le 501 . 

d .  Not have more than twenty-five percent of its capital ized investment 
assets owned by an individual investor. 

e. Have at least five hundred thousand dollars in commitments from 
accredited investors and that capital must be subject to call to be 
invested over an unspecified number of years to build a portfolio of 
investments in enterprises. 

f. Be member-managed or a manager-managed l imited l iabil ity 
company and the investor members or a designated board that 
includes investor members must make decisions as a group on which 
enterprises are worthy of investments. 

g .  Be certified as a n  angel fund that meets the requirements of this 
section by the department of commerce. 

h .  Be in compliance with the securities laws of this state. 
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i .  With in thirty days after the date o n  which an investment i n  a n  angel 
fund is made, the angel fund shall file with the tax commissioner and 
provide to the investor completed forms prescribed by the tax 
commissioner which show as to each investment in the angel fund the 
following: 

( 1 ) The name, address, and social security number or federal 
employer identification number of the taxpayer or passthrough 
entity that made the investment; 

(2) The dollar amount remitted by the taxpayer or passthrough 
entity; and 

(3) The date the payment was received by the angel fund for the 
investment. 

j .  Within thirty days after the end of a calendar year, the angel fund shall 
fi le with the tax commissioner a report showing the name and principal 
place of business of each enterprise in which the angel fund has an 
investment. 

SECTION 1 0. AMENDMENT. Subsections 5 and 7 of section 57-38-01 .32 of the 
North Dakota Century Code are amended and reenacted as follows: 

5. The aggregate amount of tax credits allowed to all elig ible contributors is 
l imited to fifteen mil l ion dollars per biennium. This limitation applies to all 
contributions for whish tax credits are claimed under section 57 35.3 05 
and this section. 

7. To receive the tax credit provided under this section, a taxpayer shal l  claim 
the credit on the taxpayer's state income or financial institutions tax return 
in the manner prescribed by the tax commissioner and file with the return a 
copy of the form issued by the housing finance agency under subsection 6. 

SECTION 1 1 .  A new section to chapter 57-38 of the North Dakota Century 
Code is created and enacted as follows: 

Financial institutions - Net operating losses - Credit carryovers . 

.1. A subchapter S corporation that was a financial institution under chapter 
57-35.3 may elect to be treated as a taxable corporation under chapter 
57-38. If an election is made under this section, the election: 

� Must be made in the form and manner prescribed by the 
tax commissioner on the return filed for the tax year beginning on 
January 1 ,  201 3. or the return filed for the short period required under 
subsection 8 of section 57 -38-34; and 

b. Is binding until the earlier of: 

ill The end of the tax year for which the taxpayer reports a tax 
l iabil ity after tax credits; or 

m The beginning of the tax year for which the taxpayer elects to be 
recognized as a subchapter S corporation under section 
57-38-01 .4. 
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2.  If an election is made under this section. the fol lowing apply: 

� A subchapter S corporation may not file a consolidated return. 

b. Any unused credit carryovers earned by a financial institution under 
chapter 57-35.3 for tax years beginning before January 1 ,  201 3. may 
be carried forward in the same number of years the financial institution 
would have been entitled under chapter 57-35. 3. 

c. Any unused net operating losses incurred by a financial institution 
under chapter 57-35.3 for tax years beginning before January 1.  201 3. 
may be carried forward for the same number of years the financial 
institution would have been entitled under chapter 57-35.3 .  

SECTION 1 2. AMENDMENT. Subdivisions c and f of subsection 2 of section 
57-38-30.3 of the North Dakota Century Code are amended and reenacted as fol lows: 

c. Reduced by the amount equal to the earn ings that are passed through 
to a taxpayer in connection with an al location and apportionment to 
North Dakota under chapter 57 35.3section 1 1  of this Act. 

f. I ncreased by an amount equal to the losses that are passed through 
to a taxpayer in connection with an al location and apportionment to 
North Dakota under chapter 57 35.3section 1 1  of this Act. 

SECTION 1 3. Two new subsections to section 57-38-34 of the North Dakota 
Century Code are created and enacted as follows: 

L For a person that was subject to the tax under chapter 57-35.3  for the 
calendar year ending December 3 1 ,  201 2. payment of the tax under this 
chapter is due six months after the due date of the return as required 
under this section. The provisions of subdivision a of subsection 1 of 
section 57-38-45 do not apply to the tax due under this subsection. This 
subsection applies to the first tax year beginning after December 31,  201 2. 

8 . A person that previously reported under chapter 57-35.3 on a calendar 
year basis and files its federal income tax return on a fiscal year basis 
must file a short period return for the period beginning January 1 .  201 3. 
and ending on the last day of the tax year in calendar year 201 3. 

SECTION 1 4. A new subsection to section 57-38-38 of the North Dakota 
Century Code is created and enacted as fol lows: 

1..L This section applies if additional tax would be due under the provisions of 
chapter 57-35.3 in effect for taxable years beginning before January 1, 
20 1 3. 

SECTION 1 5. A new subsection to section 57-38-40 of the North Dakota 
Century Code is created and enacted as follows: 

1 6. A person that would have been entitled to a credit or refund under chapter 
57-35.3 for a taxable year beginning before January 1 ,  201 3. may file a 
claim for refund or credit of an overpayment of tax. 

SECTION 1 6. AMENDMENT. Section 57-39.2-26. 1  of the North Dakota Century 
Code is amended and reenacted as follows: 
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57-39.2-26.1 .  Allocation of revenues among pol itical subdivisions. 

Notwithstanding any other provision of law, a portion of sales, gross receipts, 
use, and motor vehicle excise tax collections, equal to feftyforty-three and one-half 
percent of an amount determined by multiplying the quotient of one percent d ivided by 
the general sales tax rate, that was in effect when the taxes were collected, times the 
net sales, gross receipts, use, and motor vehicle excise tax collections under chapters 
57-39.2 ,  57-39.5,  57-39.6, 57-40.2,  and 57-40.3 must be deposited by the state 
treasurer in the state aid distribution fund. The state tax commissioner shall certify to 
the state treasurer the portion of sales, gross receipts, use, and motor vehicle excise 
tax net revenues that must be deposited in the state aid distribution fund as determined 
under this section. Revenues deposited in the state aid distribution fund are provided 
as a standing and continuing appropriation and must be al located as fol lows: 

1 .  Fifty-three and seven-tenths percent of the revenues must be al located to 
counties in the first month after each quarterly period as provided in this 
subsection. 

a. Sixty-four percent of the amount must be allocated among the 
seventeen counties with the greatest population, in the following 
manner: 

( 1 ) Thirty-two percent of the amount must be al located equally 
among the counties; and 

(2) The remaining amount must be al located based upon the 
proportion each such county's population bears to the total 
population of all such counties. 

b. Thirty-six percent of the amount must be allocated among all counties, 
excluding the seventeen counties with the greatest population, in the 
following manner: 

( 1 ) Forty percent of the amount must be allocated equally among 
the counties; and 

(2) The remaining amount must be allocated based upon the 
proportion each such county's population bears to the total 
population of al l  such counties. 

A county shall deposit all revenues received under this subsection in the 
county general fund. Each county shall reserve a portion of its al location 
under this subsection for further distribution to, or expenditure on behalf of, 
townships, rural fire protection districts, rural ambulance districts, soil 
conservation districts, county recreation service d istricts, county hospital 
districts, the Garrison Diversion Conservancy District, the southwest water 
authority, and other taxing districts within the county, excluding school 
districts, cities, and taxing districts within cities. The share of the county 
allocation under this subsection to be distributed to a township must be 
equal to the percentage of the county share of state aid distribution fund 
allocations that township received during calendar year 1 996. The 
governing boards of the county and township may agree to a different 
d istribution. 
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2.  Forty-six and three-tenths percent of the revenues must be al located to 
cities in the first month after each quarterly period based upon the 
proportion each city's population bears to the total population of all cities. 

A city shall deposit all revenues received under this subsection in the 
city general fund. Each city shall reserve a portion of its al location under 
th is subsection for further distribution to, or expenditure on behalf of, park 
districts and other taxing districts within the city, excluding school districts. 
The share of the city al location under this subsection to be distributed to a 
park district must be equal to the percentage of the city share of state aid 
distribution fund allocations that park district received during calendar year 
1 996, up to a maximum of thirty percent. The governing boards of the city 
and park district may agree to a different distribution. 

SECTION 1 7. REPEAL. Chapter 57-35.3 of the North Dakota Century Code is 
repealed." 

Page 2,  l ine 3, replace "This" with "Section 1 7  of this Act is effective for taxable events 
occurring after June 30, 201 4, and the remainder of this" 

Renumber accordingly 
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1 3 .0820.03007 
Title. 

Prepared by the Legislative Council staff for 
Senator Burckhard 

May 2, 20 1 3  

PROPOSED AMENDMENTS TO REENGROSSED SENATE BILL NO. 2325 

That the House recede from its amendments as printed on page 91 8 of the Senate Journal and 
page 1 01 0  of the House Journal and that Reengrossed Senate Bill No. 2325 be amended as 
follows: 

Page 1 ,  l ine 22, replace "eighty-five" with "seventy-five" 

Renumber accordingly 
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1 3 .0820.03008 
Title. 

Prepared by the Legislative Council staff for 
Senator Burckhard 

May 2, 201 3  

PROPOSED AMENDMENTS TO REENGROSSED SENATE BILL NO. 2325 

That the House recede from its amendments as printed on page 9 1 8  of the Senate Journal and 
page 1 0 1 0  of the House Journal and that Reengrossed Senate Bi l l  No. 2325 be amended as 
follows: 

Page 1 ,  l ine 22, replace "eighty-five" with "eighty" 

Renumber accordingly 
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1 3. 0820. 0301 0 
Title. 05000 

Prepared by the Legislative Council staff for 
Senator Burckhard 

May 2, 201 3 

?-..- \) . 
PROPOSED AMENDMENTS TO REENGROSSED S ENATE BILL NO. 2325 t;, l 0-f-1 

That the House recede from its amendments as printed on page 9 1 8  of the Senate Journal and 
page 1 01 0  of the House Journal and that Reengrossed Senate Bi l l  No.  2325 be amended as 
follows: 

Page 1 ,  l ine 1 ,  after "to" insert "create and enact a new section to chapter 57-38, two new 
subsections to section 57-38-34, a new subsection to section 57-38-38, and a new 
subsection to section 57-38-40 of the North Dakota Century Code, relating to corporate 
and i ndividual income tax credits and transition of financial institutions to corporate 
i ncome tax treatment; to" 

Page 1 ,  l ine 1 ,  after "reenact" insert "subsection 5 of section 1 1 -37-08, subsection 8 of section 
40-63-01 ,  subsection 5 of section 40-63-04, section 40-63-06, subsections 3 and 4 of 
section 40-63-07 , "  

Page 1 ,  l i ne 1 ,  replace the second "and" with a comma 

Page 1 ,  l ine 2, after "57 -33.2-03" insert ", subsection 3 of section 57-38-01 .3 ,  subsections 1 
and 3 of section 57-38-01 .26, subsections 5 and 7 of section 57-38-01 .32, 
subdivisions c, d, and f of subsection 2 of section 57-38-30.3, and section 
57-39.2-26. 1 "  

Page 1 ,  l ine 3 ,  after "electricity" insert ", individual and corporation income tax rates, and credits 
and increased a llocations from the state aid distribution fund; to repeal chapter 57-35.3 
of the North Dakota Century Code, relating to el imination of the financial institutions 
tax" 

Page 1 ,  after l ine 4, insert: 

"SECTION 1 .  AMENDMENT. Subsection 5 of section 1 1 -37-08 of the North 
Dakota Century Code is amended a nd reenacted as follows: 

5. Bonds i ssued by a commerce authority under this section are declared to 
be issued for an essential public government purpose, and together with 
interest and i ncome on the bonds, are exempt from a l l  ind ividual and 
corporate taxes imposed under sections 57 35.3 03, 57-38-30, and 
57-38-30.3 .  

S ECTIO N  2. AMENDMENT. Subsection 8 of section 40-63-01 of the North 
Dakota Century Code is amended a nd reenacted as follows: 

8. "Taxpayer" means an individual, corporation,  financial institution, or trust 
subject to the taxes imposed by chapter 57 35.3 or 57-38 a nd includes a 
partnership, subchapter S corporation, l imited partnership ,  l im ited l iability 
company, or any other passthrough entity. 

SECTION 3. AMENDMENT. Subsection 5 of section 40-63-04 of the North 
Dakota Century Code is amended and reenacted as fol lows: 

5 .  The exemptions provided by  this section do not el iminate any  duty to file a 
retu rn or to report income as required under chapter 57 35.3 or 57-38. 
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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 l iabi l ity as determi ned under sections 57 35.3 03, 
57-38-301 and 57-38-30.3 is al lowed for investments in  the h istoric 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 dol lars. 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. 

S ECTION 5. AMENDMENT. Subsections 3 and 4 of section 40-63-07 of the 
North Dakota Century Code are amended and reenacted as follows: 

3. A renaissance fund organization is exempt from any tax imposed by 
chapter 57 35.3 or 57-38. An exemption under this section may be passed 
through to any shareholder, partner, and owner if the renaissance fund 
organization is a passthrough entity for tax purposes. A corporation eF 
financial institution entitled to the exemption provided by this subsection 
shal l  file required returns and report income to the tax commissioner as 
requ ired by the provisions of those chapterschapter 57-38 as if the 
exemption did not exist. If an employer, this subsection does not exempt a 
renaissance fund organization from complying with the income tax 
withholding laws. 

4 .  A credit against state tax l iabi l ity as determined under section 57 35.3 03, 
57-38-301 or 57-38-30.3 is a llowed for investments i n  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 l iabil ity for the taxable 
year may be carried forward for up to five taxable years after the taxable 
year in which the i nvestment was made." 

Page 1 ,  l ine 22, replace "eighty-five" with "eighty" 

Page 2 ,  after l ine 2 ,  insert: 

"SECTION 8. AMENDMENT. Subsection 3 of section 57-38-0 1 .3 of the North 
Dakota Century Code is amended and reenacted as follows: 

3. The sum calculated pursuant to subsection 1 must be reduced by the 
amount of any net operating loss that is attributable to North Dakota 
sources, including a net operating loss calculated under chapter 57-35.3 
for tax years beginning before January 1 ,  201 3. If the net operating loss 
that is attributable to North Dakota sources exceeds the sum calculated 
pursuant to subsection 1 ,  the excess may be carried forward for the same 
time period that an identical federal net operating loss may be carried 
forward. If a corporation uses an apportionment formula to determine the 
amount of income that is attributable to North Dakota, the corporation must 
use the same formula to determine the amount of net operating loss that is 
attributable to North Dakota. In  addition,  no deduction may be taken for a 
carryforward when determi ning the amount of net operating loss that is 
attributable to North Dakota sources. 
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SECTION 9. AMENDMENT. Subsections 1 and 3 of section 57-38-01 .26 of the 
North Dakota Century Code are amended and reenacted as fol lows: 

1 .  A taxpayer is entitled to a credit against state income tax l iabi l ity under 
section 57-38-30 or 57-38-30.3 for an investment m ade in an angel fund 
that is a domestic organization created under the laws of this state. The 
amount of the credit to which a taxpayer is entitled is forty-five percent of 
the amount remitted by the taxpayer to an angel fun d  during the taxable 
year. The aggregate annual credit for which a taxpa yer may obtain a tax 
credit is not more than forty-five thousand dollars. The aggregate l ifetime 
credits under this section that may be obtained by a n  individual ,  married 
couple, passthrough entity and its affil iates, or other taxpayer is GAefive 
hundred .f#ty thousand dollars. The investment used to calculate the credit 
under this section may not be used to calculate any other income tax 
deduction or credit al lowed by law. 

3. An angel fund must: 

a .  Be a partnership, l imited partnership, corporatio n ,  l imited l iabil ity 
com pany, l imited l iabi lity partnership, trust, or e state organized on a 
for-profit basis which is headquartered in this state. 

b .  Be organized for the purpose of investing in a portfolio of at least three 
primary sector companies that are early-stage and  mid-stage private, 
nonpublicly traded enterprises with strong growth potential . For 
purposes of this section ,  an early-stage entity means an entity with 
annual revenues of up to two mil l ion dollars and a m id-stage entity 
means an entity with annual revenues over two mi l l ion dol lars not to 
exceed ten mi ll ion dollars. Early stage and mid stage entities do not 
include those that have more than twenty five percent of their revenue 
from income producing real estate. I nvestments i n  real estate or real 
estate holding compan ies are not el igible investments by certified 
angel funds. Any angel fund certified before January 1 ,  201 3, which 
has invested in real estate or a real estate hold ing company is not 
eligible for recertification. 

c. Consist of at least six accredited investors as defined by securities 
and exchange commission regulation D, rule 501 . 

d .  Not have more than twenty-five percent of its capital ized investment 
assets owned by an individual investor. 

e .  Have at least five hundred thousand dollars in commitments from 
accredited investors and that capital must be subject to call to be 
invested over an unspecified number of years to bui ld a portfolio of 
investments in enterprises. 

f. Be member-managed or a manager-managed l im ited l iabi l ity 
com pany and the investor members or a designated board that 
i ncludes investor members m ust make decisions as a group on which 
enterprises are worthy of investments. 

g .  Be certified a s  a n  angel fund that meets the requ irements of this 
section by the department of commerce. 

h .  Be in  compliance with the securities laws of th is state. 
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i .  Within thirty days after the date on which an investment in an angel 
fund is made, the angel fund shall file with the tax commissioner and 
provide to the investor completed forms prescribed by the tax 
com missioner which show as to each investment in the angel fund the 
fol lowing: 

( 1 ) The name, address, and socia l  security n u m ber or federal 
employer identification number of the taxpayer or passthrough 
entity that made the investment; 

(2) The dollar amount remitted by the taxpayer or passthrough 
entity; and 

(3) The date the payment was received by the a ngel fund for the 
investment. 

j. Within thirty days after the end of a calendar yea r, the angel fund shall 
file with the tax commissioner a report showing the name and principal 
place of business of each enterprise in which the angel fund has an 
investment. 

SECTION 1 0. AMENDMENT. Subsections 5 and 7 of sectio n  57-38-01 .32 of the 
North Dakota Century Code are amended and reenacted as follows: 

5. The aggregate amount of tax credits a llowed to all e l ig ible contributors is 
l imited to fifteen mi l l ion dollars per biennium. This limitation applies to all 
contributions for which tax credits are claimed under section 57 35.3 05 
and this section. 

7. To receive the tax credit provided under this section,  a taxpayer shall claim 
the credit on the taxpayer's state income or financial institutions tax return 
in the manner prescribed by the tax commissioner a n d  file with the return a 
copy of the form issued by the housing finance agency under subsection 6. 

SECTION 1 1 .  A new section to chapter 57-38 of the North  Dakota Century 
Code is created and enacted as fol lows: 

Financial i nstitutions - Net operating losses - C redit carryovers . 

.:L. A subchapter S corporation that was a financial institution under chapter 
57-35.3 may elect to be treated as a taxable corporation under chapter 
57-38. If an election is made under this section. the e lection: 

.9..:. M ust be made in the form and manner prescribed by the 
tax commissioner on the return filed for the tax year beginning on 
January 1, 201 3, or the return filed for the short period required under 
subsection 8 of section 57 -38-34; and 

b. Is  binding u ntil the earlier of: 

ill The end of the tax year for which the taxpayer reports a tax 
l iabil ity after tax credits; or 

m The beginning of the tax year for which the taxpayer e lects to be 
recognized as a subchapter S corporation u nder section 
57-38-01 .4. 
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2. If an election is made under this section. the following apply: 

a. A subchapter S corporation may not file a consol idated return .  

b. Any unused credit carryovers earned by a financia l  institution under 
chapter 57-35.3 for tax years beginning before January 1 ,  201 3. may 
be carried forward in the same number of years the financial institution 
would have been entitled under chapter 57-35.3.  

c .  Any unused net operating losses incurred by a fin ancial institution 
under chapter 57-35.3 for tax years beginning before January 1 ,  201 3, 
may be carried forward for the same number of years the financial 
institution wou ld have been entitled under chapter 57-35.3. 

SECTION 1 2. AMENDMENT. Subdivisions c, d, and f of subsection 2 of section 
57-38-30.3 of the North Dakota Century Code are amended and reenacted as follows: 

c. Reduced by the amount equal to the earnings that are passed through 
to a taxpayer in connection with an al location and apportionment to 
North Dakota under chapter 57 35.3section 1 1  of this Act. 

d .  Reduced by ti=Hftyforty percent of: 

( 1 ) The excess of the taxpayer's net long-term capital gain for the 
taxable year over the net short-term capital l oss for that year, as 
computed for purposes of the I nternal Revenue Code of 1 986, 
as amended. The adjustment provided by this subdivision is 
al lowed only to the extent the net long-term capital gain is 
a l located to this state. 

(2) The qualified dividend income that is taxed at the same rate as 
long term capital gain for federal income tax purposes under 
Internal Revenue Code provisions in effect on December 31 , 
�Qualified dividends as defined under I nternal  Revenue 
Code section 1(h)(1 1 ), added by section 302{a) of the Jobs and 
Growth Tax Relief Reconciliation Act of 2003 [Pub. L .  1 08-27; 
1 1 7  Stat. 752; 2 U .S .C .  963 et seq.], but on ly if taxed at a federal 
income tax rate that is lower than the regular federal income tax 
rates applicable to ordinary income. If, for any taxable year, 
qualified dividends are taxed at the regular federal income tax 
rates applicable to ordinary income, the reduction al lowed under 
this subdivision is equal  to thirty percent of a l l  d ividends included 
in federal taxable i ncome. The adjustment provided by this 
subdivision is al lowed only to the extent the qual ified dividend 
income is al located to this state. 

f. I ncreased by an amount equal to the losses that are passed through 
to a taxpayer in  connection with an al location and apportionment to 
North Dakota under chapter 57 35.3section 1 1  of this Act. 

SECTION 1 3. Two new subsections to section 57-38-34 of the North Dakota 
Century Code are created and enacted as fol lows: 

For a person that was subject to the tax under chapter 57-35.3 for the 
calendar year ending December 31 ,  201 2. payment of the tax under this 
chapter is due six months after the due date of the return as required 
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under this section. The provisions of subdivision a of s ubsection 1 of 
section 57-38-45 do not apply to the tax due under th is subsection. This 
subsection applies to the first tax year beginning after December 31 , 2012 .  

A person that previously reported under chapter 57-35.3 on a calendar 
year basis and files its federal income tax return on a fiscal year basis 
m ust file a short period return for the period beginning January 1 ,  201 3, 
and ending on the last day of the tax year in calendar year 201 3. 

S ECTION 1 4. A new subsection to section 57-38-38 of the North Dakota 
Century Code is created and enacted as follows: 

This section applies if additional tax would be due u nder the provisions of 
chapter 57-35.3 in effect for taxable years beginning before January 1 ,  
201 3. 

S ECTION 1 5. A new subsection to section 57-38-40 of the North Dakota 
Century Code is created and enacted as follows: 

A person that would have been entitled to a credit or refund under chapter 
57-35.3 for a taxable year beginning before January 1 ,  201 3, may file a 
claim for refund or credit of an overpayment of tax. 

S ECTION 16.  A M E N DMENT. Section 57-39.2-26. 1  of the N orth Dakota Century 
Code is amended and reenacted as follows: 

57-39.2-26.1 .  Al location of revenues among political subdivisions. 

Notwithstanding any other provision of law, a portion of sales, g ross receipts, 
use, and motor vehicle excise tax collections, equal to feftyforty-three and one-half 
percent of an amount determined by m ultiplying the quotient of one  percent divided by 
the general sales tax rate, that was in effect when the taxes were collected, times the 
net sales, gross receipts, use, and motor vehicle excise tax collections under chapters 
57-39.2,  57-39.5, 57-39.6, 57-40.2, and 57-40.3  must be deposited by the state 
treasurer in the state aid d istribution fund. The state tax commissioner shall certify to 
the state treasurer the portion of sales, g ross receipts, use, and m otor vehicle excise 
tax net revenues that must be deposited in the state aid distribution fund as determined 
under this section. Revenues deposited in the state aid distributio n  fund are provided 
as a standing and continuing appropriation and must be al located as follows: 

1 .  Fifty-three and seven-tenths percent of the revenues m ust be al located to 
counties in the first month after each quarterly period as provided in this 
subsection. 

a. S ixty-four  percent of the amount m ust be al located among the 
seventeen counties with the greatest population,  in the fol lowing 
manner: 

(1 ) Thirty-two percent of the amount must be a l located equally 
among the counties; and 

(2) The remaining amount m ust be al located based upon the 
proportion each such county's population bears to the total 
population of all such counties. 
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b .  Thirty-six percent of the amount m ust be al located among al l  counties, 
excluding the seventeen counties with the greatest population, in the 
following manner: 

(1 ) Forty percent of the amount must be allocated equally among 
the counties; and 

(2) The remaining amount must be al located based upon the 
proportion each such county's population bears to the total 
population of all such counties. 

A county shall deposit all revenues received under this subsection in the 
county general fund. Each county shal l  reserve a portion of its al location 
under this subsection for further distribution to, or expenditure on behalf of, 
townships, rural fire protection districts, rural ambulance districts, soil 
conservation districts, county recreation service districts, county hospital 
districts, the Garrison Divers ion Conservancy District, the southwest water 
authority, and other taxing districts within the county, excluding school 
districts, cities, and taxing districts within  cities. The share of the county 
al location under this subsection to be distributed to a township must be 
equal to the percentage of the county share of state aid d istribution fund 
a l locations that township received during calendar year 1 996. The 
governing boards of the county and township may agree to a d ifferent 
distribution. 

2 .  Forty-six and three-tenths percent of the revenues must be allocated to 
cities in the first month after each quarterly period based upon the 
proportion each city's population bears to the total population of all cities. 

A city shall deposit all revenues received under this subsection in the 
city general fund. Each city shal l  reserve a portion of its allocation under 
this subsection for further distribution to, or expenditure on behalf of, park 
districts and other taxing districts within the city, excluding school districts. 
The share of the city allocation under this subsection to be distributed to a 
park district must be equal to the percentage of the city share of state aid 
distribution fund allocations that park d istrict received d uring calendar year 
1 996, up to a maximum of thirty percent. The governing boards of the city 
and park district may agree to a different distribution. 

SECTION 1 7. REPEAL. Chapter 57-35.3 of the North Dakota Century Code is 
repealed." 

Page 2 ,  l ine 3, replace "This" with "Section 1 6  of this Act is effective for taxable events 
occurring after June 30, 201 4, and the remainder of this" 

Renumber accordingly 
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Date 5/1 /201 3  __ 

Roll Cal l  Vote # 1 __ 

201 3  SENATE CONFERENCE COMMITTEE 
ROLL CALL VOTES 

B ILL/RESOLUTION NO. ___ .2325 ___ as (re) engrossed 

Senate ____ Finance & Taxation ________ Committee 

Action Taken D SENATE accede to House Amendments 

Motion Made by: 

D SENATE accede to House Amendments and further amend 

D HOUSE recede from House amendments 

lXI HOUSE recede from House amendments and amend as follows 

D Unable to agree, recommends that the committee be discharged and 
a new committee be appointed 

Reeresentative Klein Seconded by: Reeresentative Dockter 

Senators Yes No Representatives 5IJ Yes 

Senator X X X X X Representative 
Burckhard Klein 

Senator X X X X X Representative 
Mi l le r  Dockter 

Senator X X X X X Representative 
Dotzen rod . Strinden 
Total Senate Vote 1 2 Total Rep. Vote 

Vote Count Yes: 3 No: 3 

Senate Carrier House Carrier 
--------------

LC Number 13.0820 

LC Number 

. 03003 

X X X X X 
X X X X X 
X X X 

2 

Absent: 0 

of amendment 

of engrossment 
-------------

MOTION FAILED 

No 

X 
1 



Date 5/1 /201 3  __ 

Roll Cal l  Vote # 2. __ 

201 3  SENATE CONFERENCE COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. __ 2325 ___ as (re) engrossed 

Senate ____ Finance & Taxation. ________ Committee 

Action Taken 0 SENATE accede to House Amendments 

Motion Made by: 

0 SENATE accede to House Amendments and further amend 

D HOUSE recede from House amendments 

1Z1 HOUSE recede from House amendments and amend as follows 

0 U nable to agree, recommends that the committee be discharged and 
a new committee be appointed 

Senator Mi l ler Seconded by: Senator Dotzenrod 

Senators Yes No Representatives 11() Yes 

Senator X X X X X Representative X X X X 
Burckhard Klein 

Senator X X X X X Representative X X X X 
M i ller Dockter 

Senator X X X X X . . Representative X X X X 
Dotzen rod · Strinden 
Total Senate Vote 3 0 Total Rep. Vote 1 

Vote Count Yes: 4 No: 2 Absent: 0 

Senate Carrier House Carrier 
-----------------

LC Number 13.0820 

LC Number 

. 03004 

------------------

MOTION FAILED 

of amendment 

of engrossment 

No 

X 

X 

2 



Date 512/201 3  __ _ 

Roll Call Vote # 3 __ _ 

201 3  SENATE CONFERENCE COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. __ 2325 ____ as (re) engrossed 

Senate _______ Finance & Taxation _____ Committee 

Action Taken D SENATE accede to House Amendments 

Motion M ade by: 

Senators 

Senator 
Burckhard 

Senator 
Dotzen rod 

Senator 
Oehlke 

Total Senate Vote 

Vote Count 

Senate Carrier 

LC Number 

LC Number 

D SENATE accede to House Amendments and further amend 

D HOUSE recede from House amendments 

[g] HOUSE recede from House amendments and amend as follows 

D U nable to agree, recommends that the committee be discharged and 
a new committee be appointed 

Reeresentative Klein Seconded by: Reeresentative Dockter 

5/1 5/2 5/2 Yes No 

X X X X 
X X X X 
X X X X 

3 0 

Yes: 6 
----

--------------

13.0820 

Representatives 

Representative 
Klein 

Representative 
Dockter 

· Representative 
Strinden 

Total Rep. Vote 

No: 0 
----

House Carrier 

03009 

5/1 5/2 5/2 Yes 

X X X X 
X X X X 
X X X X 

3 

Absent: 0 
__ _;..._ __ 

of amendment 

of engrossment 
---------------

MOTION CARRIES 

No 

0 



Date 5/Z-/201 3  __ _ 

Roll Call Vote # 4 __ _ 

201 3  SENATE CONFERENCE COMMITTEE 
ROLL CALL VOTES 

B ILL/RESOLUTION NO. __ .....;2325 ____ as (re) engrossed 

Senate _______ F,inance & Taxation. _____ Committee 

Action Taken 0 SENATE accede to House Amendments 

Motion Made by: 

Senators 

Senator 
Burckhard 

Senator 
Dotzen rod 

Senator 
Oehl ke 

Total Senate Vote 

Vote Count 

Senate Carrier 

LC Number 

LC Number 

D SENATE accede to House Amendments and further amend 

D HOUSE recede from House amendments 

k8J HOUSE recede from House amendments and amend as follows 

D Unable to agree, recommends that the committee be discharged and 
a new committee be appointed 

Senator Burckhard 

5/1 5/2 5/2 Yes No 

X X X X 
X X X X 
X X X X 

3 0 

Yes: 4 ----

Seconded by: Re�resentative Strinden 

Representatives 

Representative 
Klein 

Representative 
•. Dockter 

Representative 
, Strinden 

Total Rep. Vote 

No: 2 -----'-'----

House Carrier 

5/1 5/2 5/2 
X X X 

X X X 

X X X 

Absent: 0 

Yes 

X 

1 

----

----------

13.0820 03007 of amendment 

of engrossment 
------------

MOTION FAILED 

No 

X 
X 

2 



Date 5/l../201 3  __ _ 

Roll Call Vote # 5 __ _ 

201 3  SENATE CONFERENCE COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. ___ 2325 ____ as (re) engrossed 

Senate _______ Finance & Taxation _____ Com mittee 

Action Taken D SENATE accede to House Amendments 

Motion Made by: 

Senators 

Senator 
Burckhard 

Senator 
Dotzen rod 

Senator 
Oehlke 

Total Senate Vote 

Vote Count 

Senate Carrier 

LC Number 

LC Number 

D SENATE accede to House Amendments and further amend 

D HOUSE recede from House amendments 

� HOUSE recede from House amendments and amend as follows 

D U nable to agree, recommends that the committee be discharged and 
a new committee be appointed 

Senator Burckhard 

5/1 5/2 5/2 Yes No 

X X X X 

X X X X 

X X X X 

3 0 

Yes: 4 
----

Seconded by: Senator Dotzen rod 

Representatives 

Representative 
Klein 

Representative 
Dockter 

·
·
. Representative 
· Strinden 

, Total Rep. Vote 

No: 2 
----

House Carrier 

5/1 5/2 5/2 Yes 

X X X 

X X X 

X X X X 

1 

Absent: 0 
__ ....;.._ __ 

------------------

13.0820 03008 of amendment 

of engrossment 
-------------

MOTION FAILED 

No 

X 

X 

2 



Date 512/201 3  __ _ 

Roll Cal l  Vote # 6 __ _ 

201 3  SENATE CONFERENCE COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. ___ 2325 ____ as (re) engrossed 

Senate _______ Finance & Taxation _____ Committee 

Action Taken D SENATE accede to House Amendments 

D SENATE accede to House Amendments and further amend 

D HOUSE recede from House amendments 

D HOUSE recede from House amendments and amend as follows 

D Unable to agree, recommends that the committee be discharged and 
a new committee be appointed 

Motion Made by: Reeresentative Klein Seconded by: Senator Oehlke 

Senators 5/1 5/2 5/2 Yes No Representatives 5/1 5/2 5/2 Yes 

Senator X X X X Representative X X X X 
Burckhard Klein 
Senator X X X X . Representative X X X X 
Dotzenrod ckter 
Senator X X X X · Representative X X X X 
Oeh l ke Strinden 

Total Senate Vote 3 0 Total Rep. Vote 3 

Vote Count Yes: 6 No: 0 Absent: 0 

Senate Carrier House Carrier 
----------------

LC Number of amendment 

LC Number of engrossment 

MOTION TO RECONSIDER (amendment .03008) CARRIES 

No 

0 



Date 5/2..201 3  __ _ 

Roll Call Vote # 7 __ _ 

201 3  SENATE CONFERENCE COMMITTEE 
ROLL CALL VOTES 

B ILL/RESOLUTION NO. ___ .2325 ____ as (re) engrossed 

Senate _______ Finance & Taxation. _____ Committee 

Action Taken 0 SENATE accede to House Amendments 

Motion Made by: 

Senators 

Senator 
Burckhard 

Senator 
Dotzen rod 

Senator 
Oehl ke 

Total Senate Vote 

Vote Count 

Senate Carrier 

LC Number 

LC Number 

0 SENATE accede to House Amendments and further amend 

0 HOUSE recede from House amendments 

[8] HOUSE recede from House amendments and amend as follows 

0 Unable to agree, recommends that the committee be discharged and 
a new committee be appointed 

Senator Burckhard Seconded by: Senator Dotzenrod 

5/1 5/2 5/2 
X 

X 

X 

X X 

X X 

X X 

Yes: 6 

Yes 

X 

X 

X 

3 

----

No 

0 

-------------------

13.0820 

Representatives 

· Representative 
• Klein 

· Representative 
Dockter 

Representative 
Strinden 

· Total Rep. Vote 

No: 0 
----

House Carrier 

03008 

5/1 5/2 5/2 Yes 

X X X X 

X X X X 

X X X X 

3 

Absent: 0 
-----

of amendment 

of engrossment 
-----------

MOTION CARRIES 

No 

0 



Date 5/Z/201 3.  __ _ 

Roll Cal l  Vote # 8 __ _ 

201 3  SENATE CONFERENCE COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. ___ .2325 ____ as (re) engrossed 

Senate _______ Finance & Taxation. _____ Com mittee 

Action Taken D SENATE accede to House Amendments 

Motion  Made by: 

Senators 

Senator 
Burckhard 

Senator 
Dotzenrod 

Senator 
Oeh l ke 

Total Senate Vote 

Vote Count 

Senate Carrier 

LC Number 

LC Number 

D SENATE accede to House Amendments and further amend 

D HOUSE recede from House amendments 

D HOUSE recede from House amendments and amend as follows 

D Unable to agree, recommends that the committee be discharged and 
a new committee be appointed 

Reeresentative Klein Seconded by: Senator Oehlke 

5/1 5/2 5/2 Yes No Representatives 5/1 5/2 5/2 Yes 

X X X X Representative X X X X 
Klei n  

X X X X Representative X X X X 
Dockter 

X X X X Representative X X X X 
Strinden 

2 1 Total Rep. Vote 3 

Yes: 5 No: 1 Absent: 0 

House Carrier 
----------------

of amendment 

of engrossment 
------------------

MOTION TO RECONSIDER ACTIONS 

No 

0 



Date 5/2/201 3  __ _ 

Roll Cal l  Vote # 9. __ _ 

201 3  SENATE CONFERENCE COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. __ .2325 ____ as (re) engrossed 

Senate _______ Finance & Taxation. _____ Committee 

Action Taken 0 SENATE accede to House Amendments 

Motion Made by: 

Senators 

Senator 
Burckhard 

Senator 
Dotzen rod 

Senator 
Oeh l ke 

Total Senate Vote 

Vote Count 

Senate Carrier 

LC Number 

LC Number 

0 SENATE accede to House Amendments and further amend 

0 HOUSE recede from House amendments 

0 HOUSE recede from House amendments and amend as follows 

0 Unable to agree, recommends that the committee be discharged and 
a new committee be appointed 

Representative Klein Seconded by: Senator Oehlke 

5/1 5/2 5/2 Yes No Representatives 5/1 5/2 5/2 Yes 

X X X X Representative X X X X 
Klein 

X X X X Representative X X X X 
Dockter 

X X X X Representative X X X X 
Strinden 

3 0 Total Rep. Vote 3 

Yes: 6 No: 0 Absent: 0 

House Carrier 
--------------

of amendment 

of engrossment 
------------

MOTION TO RECONSIDER 13.0820.03009 

No 

0 



Date 5/2/201 3  __ _ 

Roll Call Vote # __ 1 0 __ _ 

201 3  SENATE CONFERENCE COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. __ 2325 ____ as (re) engrossed 

Senate _______ Finance & Taxation _____ Committee 

Action Taken 0 SENATE accede to House Amendments 

Motion Made by: 

Senators 

Senator 
Burckhard 

Senator 
Dotzen rod 

Senator 
Oehlke 

Total Senate Vote 

Vote Count 

0 SENATE accede to House Amendments and further amend 

0 HOUSE recede from House amendments 

[g) HOUSE recede from House amendments and amend as follows 

0 Unable to agree, recommends that the committee be discharged and 
a new committee be appointed 

Re�resentative Klein 

5/1 5/2 5/2 
X 

X 

X 

X X 

X X 

X X 

Yes: 5 

Yes 

X 

X 

2 

-----

No 

X 

1 

Seconded by: Representative Dockter 

Representatives 5/1 5/2 5/2 Yes 

Representative X X X X 
Klein 

Representative X X X X 
Dockter 

Representative X X X X 
Strinden 

. .  • Total Rep. Vote 3 

No: 1 Absent: 0 
----- -----

Senate Carrier Senator Burckhard House Carrier Representative Klein 

LC Number 13.0820 

LC Number 

. 03010 of amendment 

of engrossment 
---------------

MOTION CARRIES 

No 

0 
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REPORT OF CONFERENCE COMMITTEE 
SB 2325, as reengrossed: Your conference committee (Sens. Burckhard, Dotzenrod, 

Oehlke and Reps. Klein, Dockter, Strinden) recommends that the HOUSE RECEDE 
from the House amendments as printed on SJ page 9 1 8, adopt amendments as 
follows, and place SB 2325 on the Seventh order: 

That the House recede from its amendments as printed on page 9 1 8  of the Senate Journal 
and page 1 0 1 0  of the House Journal and that Reengrossed Senate Bill No. 2325 be 
amended as follows: 

Page 1 ,  line 1 ,  after "to" insert "create and enact a new section to chapter 57-38, two new 
subsections to section 57-38-34, a new subsection to section 57-38-38, and a new 
subsection to section 57-38-40 of the North Dakota Century Code, relating to 
corporate and individual income tax credits and transition of financial institutions to 
corporate income tax treatment; to" 

Page 1 ,  line 1 ,  after "reenact" insert "subsection 5 of section 1 1 -37-08, subsection 8 of 
section 40-63-01 ,  subsection 5 of section 40-63-04, section 40-63-06, subsections 3 
and 4 of section 40-63-07," 

Page 1 ,  line 1 ,  replace the second "and" with a comma 

Page 1 ,  line 2, after "57 -33.2-03" insert ", subsection 3 of section 57-38-01 .3, subsections 1 
and 3 of section 57-38-01 .26, subsections 5 and 7 of section 57-38-01 .32, 
subdivisions c, d, and f of subsection 2 of section 57-38-30.3, and section 
57-39.2-26. 1 "  

Page 1 ,  line 3, after "electricity" insert ", individual and corporation income tax rates, and 
credits and increased allocations from the state aid distribution fund; to repeal 
chapter 57-35.3 of the North Dakota Century Code, relating to elimination of the 
financial institutions tax" 

Page 1 ,  after line 4, insert: 

"SECTION 1. AMENDMENT. Subsection 5 of section 1 1 -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, 57-38-30, and 
57-38-30.3. 

SECTION 2. AMENDMENT. Subsection 8 of section 40-63-01 of the North 
Dakota Century Code is amended and reenacted as follows: 

8. "Taxpayer" means an individual, corporation, financial institution, or trust 
subject to the taxes imposed by chapter 57 35.3 or 57-38 and includes a 
partnership, subchapter S corporation, limited partnership, limited liability 
company, or any other passthrough entity. 

SECTION 3. AMENDMENT. Subsection 5 of section 40-63-04 of the North 
Dakota Century Code is amended and reenacted as follows: 

5. The exemptions provided by this section do not eliminate any duty to file 
a return or to report income as required under chapter 57 35.3 or 57-38. 

SECTION 4. AMENDMENT. Section 40-63-06 of the North Dakota Century 
Code is amended and reenacted as follows: 
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Com Conference Committee Report 
May 2, 2013 4:49pm 

Module ID: s_cfcomrep_79_002 

Insert LC: 13.0820.03010 

40-63-06. Historic preservation and renovation tax credit. 

A credit against state tax liability as determined under sections 57 35.3 03, 
57-38-30, 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 5. AMENDMENT. Subsections 3 and 4 of section 40-63-07 of the 
North Dakota Century Code are amended and reenacted as follows: 

3. A renaissance fund organization is exempt from any tax imposed by 
chapter 57 35.3 OF 57-38. An exemption under this section may be 
passed through to any shareholder, partner, and owner if the renaissance 
fund organization is a passthrough entity for tax purposes. A corporation 
oF finanoial institution entitled to the exemption provided by this 
subsection shall file required returns and report income to the tax 
commissioner as required by the provisions of those ohapterschapter 57-
38 as if the exemption did not exist. If an employer, this subsection does 
not exempt a renaissance fund organization from complying with the 
income tax withholding laws. 

4. A credit against state tax liability as determined under section 57 35.3 03, 
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 y ear. 
Any amount of credit which exceeds a taxpayer's tax liability for the 
taxable year may be carried forward for up to five taxable y ears after the 
taxable year in which the investment was made." 

Page 1 ,  line 22, replace "eighty-five" with "eighty" 

Page 2, after line 2, insert: 

"SECTION 8. AMENDMENT. Subsection 3 of section 57-38-01 .3  of the North 
Dakota Century Code is amended and reenacted as follows: 

3. The sum calculated pursuant to subsection 1 must be reduced by the 
amount of any net operating loss that is attributable to North Dakota 
sources, including a net operating loss calculated under chapter 57-35.3 
for tax years beginning before January 1 ,  201 3. If the net operating loss 
that is attributable to North Dakota sources exceeds the sum calculated 
pursuant to subsection 1 ,  the excess may be carried forward for the 
same time period that an identical federal net operating loss may be 
carried forward. If a corporation uses an apportionment formula to 
determine the amount of income that is attributable to North Dakota, the 
corporation must use the same formula to determine the amount of net 
operating loss that is attributable to North Dakota. In addition, no 
deduction may be taken for a carryforward when determining the amount 
of net operating loss that is attributable to North Dakota sources. 

SECTION 9. AMENDMENT. Subsections 1 and 3 of section 57-38-01 .26 of 
the North Dakota Century Code are amended and reenacted as follows: 

1 .  A taxpayer is entitled to a credit against state income tax liability under 
section 57-38-30 or 57-38-30.3 for an investment made in an angel fund 
that is a domestic organization created under the laws of this state. The 
amount of the credit to which a taxpayer is entitled is forty-five percent of 
the amount remitted by the taxpayer to an angel fund during the taxable 
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year. The aggregate annual credit for which a taxpayer may obtain a tax 
credit is not more than forty-five thousand dollars. The aggregate lifetime 
credits under this section that may be obtained by an individual, married 
couple, passthrough entity and its affiliates, or other taxpayer is eAefive 
hundred fifty thousand dollars. The investment used to calculate the 
credit under this section may not be used to calculate any other income 
tax deduction or credit allowed by law. 

3. An angel fund must: 

a. Be a partnership, limited partnership, corporation, limited liability 
company, limited liability partnership, trust, or estate organized on a 
for-profit basis which is headquartered in this state. 

b. Be organized for the purpose of investing in a portfolio of at least 
three primary sector companies that are early-stage and mid-stage 
private, nonpublicly traded enterprises with strong growth potential. 
For purposes of this section, an early-stage entity means an entity 
with annual revenues of up to two million dollars and a mid-stage 
entity means an entity with annual revenues over two million dollars 
not to exceed ten million dollars. Early stage and mid stage entities 
do not include those that have more than P.•.•enty five percent of their 
revenue from income producing real estate.lnvestments in real 
estate or real estate holding companies are not eligible investments 
by certified angel funds. Any angel fund certified before January 1 ,  
201 3, which has invested in real estate or a real estate holding 
company is not eligible for recertification. 

c. Consist of at least six accredited investors as defined by securities 
and exchange commission regulation D, rule 501 .  

d. Not have more than twenty-five percent of its capitalized investment 
assets owned by an individual investor. 

e. Have at least five hundred thousand dollars in commitments from 
accredited investors and that capital must be subject to call to be 
invested over an unspecified number of years to build a portfolio of 
investments in enterprises. 

f. Be member-managed or a manager-managed limited liability 
company and the investor members or a designated board that 
includes investor members must make decisions as a group on 
which enterprises are worthy of investments. 

g. Be certified as an angel fund that meets the requirements of this 
section by the department of commerce. 

h. Be in compliance with the securities laws of this state. 

i. Within thirty days after the date on which an investment in an angel 
fund is made, the angel fund shall file with the tax commissioner and 
provide to the investor completed forms prescribed by the tax 
commissioner which show as to each investment in the angel fund 
the following: 

( 1 )  DESK (2) COMMITTEE 

( 1 ) The name, address, and social security number or federal 
employer identification number of the taxpayer or passthrough 
entity that made the investment; 

(2) The dollar amount remitted by the taxpayer or passthrough 
entity; and 

Page 3 s_cfcomrep_79_002 



Com Conference Committee Report 
May 2, 2013 4:49pm 

Module 10: s_cfcomrep_79_002 

Insert LC: 13.0820.03010 

(3) The date the payment was received by the angel fund for the 
investment. 

j . Within thirty days after the end of a calendar year, the angel fund 
shall file with the tax commissioner a report showing the name and 
principal place of business of each enterprise in which the angel fund 
has an investment. 

SECTION 10. AMENDMENT. Subsections 5 and 7 of section 57-38-01 .32 of 
the North Dakota Century Code are amended and reenacted as follows: 

5. The aggregate amount of tax credits allowed to all eligible contributors is 
limited to fifteen million dollars per biennium. This limitation applies to all 
contributions for which tm< credits are claimed under section 57 35.6 05 
and this section. 

7. To receive the tax credit provided under this section, a taxpayer shall 
claim the credit on the taxpayer's state income or financial institutions tax 
return in the manner prescribed by the tax commissioner and file with the 
return a copy of the form issued by the housing finance agency under 
subsection 6. 

SECTION 11. A new section to chapter 57-38 of the North Dakota Century 
Code is created and enacted as follows: 

Financial institutions - Net operating losses - Credit carryovers . 

.1. A subchapter S corporation that was a financial institution under chapter 
57-35.3 may elect to be treated as a taxable corporation under chapter 
57-38. If an election is made under this section, the election: 

a. Must be made in the form and manner prescribed by the 
tax commissioner on the return filed for the tax year beginning on 
January 1 ,  201 3. or the return filed for the short period required 
under subsection 8 of section 57-38-34: and 

Q.,. Is binding until the earlier of: 

ill The end of the tax year for which the taxpayer reports a tax 
liability after tax credits; or 

.(21 The beginning of the tax year for which the taxpayer elects to 
be recognized as a subchapter S corporation under section 
57-38-01 .4. 

2. If an election is made under this section. the following apply: 

a. A subchapter S corporation may not file a consolidated return. 

b. Any unused credit carryovers earned by a financial institution under 
chapter 57-35.3 for tax years beginning before January 1 ,  201 3. may 
be carried forward in the same number of years the financial 
institution would have been entitled under chapter 57-35.3. 

c. Any unused net operating losses incurred by a financial institution 
under chapter 57-35.3 for tax years beginning before January 1 .  
201 3, may be carried forward for the same number of years the 
financial institution would have been entitled under chapter 57-35.3.  
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SECTION 12 . AMENDMENT. Subdivisions c, d, and f of subsection 2 of 
section 57-38-30.3 of the North Dakota Century Code are amended and reenacted 
as follows: 

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 ohapter 57 35.3section 1 1  of 
this Act. 

d. Reduced by th+rtyforty percent of: 

(1 ) The excess of the taxpayer's net long-term capital gain for the 
taxable year over the net short-term capital loss for that y ear, 
as computed for purposes of the Internal Revenue Code of 
1 986, 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. 

(2) The qualified dividend inoome that is taxed at the same rate as 
long term oapital gain for federal inoome tax purposes under 
Internal Revenue Code provisions in effeot on Deoember 31, 
2-00&Qualified dividends as defined under Internal Revenue 
Code section 1(h)(1 1 ). added by section 302(a) of the Jobs and 
Growth Tax Relief Reconciliation Act of 2003 [Pub. L. 1 08-27: 
1 1 7  Stat. 752; 2 U.S.C. 963 et seq.], but only if taxed at a 
federal income tax rate that is lower than the regular federal 
income tax rates applicable to ordinary income. If. for any 
taxable year. qualified dividends are taxed at the regular 
federal income tax rates applicable to ordinary income, the 
reduction allowed under this subdivision is equal to thirty 
percent of all dividends included in federal taxable income. The 
adjustment provided by this subdivision is allowed only to the 
extent the qualified dividend income is allocated to this state. 

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 ohapter 57 35.3section 1 1  of this Act. 

SECTION 13. Two new subsections to section 57-38-34 of the North Dakota 
Century Code are created and enacted as follows: 

For a person that was subject to the tax under chapter 57-35.3 for the 
calendar year ending December 31 ,  201 2. payment of the tax under this 
chapter is due six months after the due date of the return as required 
under this section. The provisions of subdivision a of subsection 1 of 
section 57-38-45 do not apply to the tax due under this subsection. This 
subsection applies to the first tax year beginning after December 3 1 .  
201 2. 

A person that previously reported under chapter 57-35.3 on a calendar 
year basis and files its federal income tax return on a fiscal year basis 
must file a short period return for the period beginning January 1 .  201 3, 
and ending on the last day of the tax year in calendar year 201 3. 

SECTION 14. A new subsection to section 57-38-38 of the North Dakota 
Century Code is created and enacted as follows: 

This section applies if additional tax would be due under the provisions of 
chapter 57-35.3 in effect for taxable years beginning before January 1 .  
201 3. 
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SECTION 15. A new subsection to section 57-38-40 of the North Dakota 
Century Code is created and enacted as follows: 

A person that would have been entitled to a credit or refund under 
chapter 57-35.3 for a taxable year beginning before January 1 .  201 3, 
may file a claim for refund or credit of an overpayment of tax. 

SECTION 16. AMENDMENT. Section 57-39.2-26.1 of the North Dakota 
Century Code is amended and reenacted as follows: 

57-39.2-26.1. Allocation of revenues among political subdivisions. 

Notwithstanding any other provision of law, a portion of sales, gross receipts, 
use, and motor vehicle excise tax collections, equal to fel:tyforty-three and one-half 
percent of an amount determined by multiplying the quotient of one percent divided 
by the general sales tax rate, that was in effect when the taxes were collected, times 
the net sales, gross receipts, use, and motor vehicle excise tax collections under 
chapters 57-39.2, 57-39.5, 57-39.6, 57-40.2, and 57-40.3 must be deposited by the 
state treasurer in the state aid distribution fund. The state tax commissioner shall 
certify to the state treasurer the portion of sales, gross receipts, use, and motor 
vehicle excise tax net revenues that must be deposited in the state aid distribution 
fund as determined under this section. Revenues deposited in the state aid 
distribution fund are provided as a standing and continuing appropriation and must 
be allocated as follows: 

1 .  Fifty-three and seven-tenths percent of the revenues must be allocated to 
counties in the first month after each quarterly period as provided in this 
subsection. 

a. Sixty-four percent of the amount must be allocated among the 
seventeen counties with the greatest population, in the following 
manner: 

(1 )  Thirty-two percent of the amount must be allocated equally 
among the counties; and 

(2) The remaining amount must be allocated based upon the 
proportion each such county's population bears to the total 
population of all such counties. 

b. Thirty-six percent of the amount must be allocated among all 
counties, excluding the seventeen counties with the greatest 
population, in the following manner: 

(1 ) Forty percent of the amount must be allocated equally among 
the counties; and 

(2) The remaining amount must be allocated based upon the 
proportion each such county's population bears to the total 
population of all such counties. 

A county shall deposit all revenues received under this subsection in the 
county general fund. Each county shall reserve a portion of its allocation 
under this subsection for further distribution to, or expenditure on behalf 
of, townships, rural fire protection districts, rural ambulance districts, soil 
conservation districts, county recreation service districts, county hospital 
districts, the Garrison Diversion Conservancy District, the southwest 
water authority, and other taxing districts within the county, excluding 
school districts, cities, and taxing districts within cities. The share of the 
county allocation under this subsection to be distributed to a township 
must be equal to the percentage of the county share of state aid 
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distribution fund allocations that township received during calendar y ear 
1996. The governing boards of the county and township may agree to a 
different distribution. 

2. Forty-six and three-tenths percent of the revenues must be allocated to 
cities in the first month after each quarterly period based upon the 
proportion each city's population bears to the total population of all cities. 

A city shall deposit all revenues received under this subsection in the 
city general fund. Each city shall reserve a portion of its allocation under 
this subsection for further distribution to, or expenditure on behalf of, park 
districts and other taxing districts within the city, excluding school districts. 
The share of the city allocation under this subsection to be distributed to a 
park district must be equal to the percentage of the city share of state aid 
distribution fund allocations that park district received during calendar 
year 1996, up to a maximum of thirty percent. The governing boards of 
the city and park district may agree to a different distribution. 

SECTION 17. REPEAL. Chapter 57-35.3 of the North Dakota Century Code 
is repealed." 

Page 2, line 3, replace "This" with "Section 16 of this Act is effective for taxable events 
occurring after June 30, 2014, and the remainder of this" 

Renumber accordingly 

Reengrossed SB 2325 was placed on the Seventh order of business on the calendar. 
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On SB 2325 

Febru a ry 6, 2013 

M r. Cha irman a nd members of the committee, my name is Harla n Fugleste n with the N o rth 

Da kota Association of Rural E lectric Cooperatives. Our Association rep resents 16 d istrib ution 

cooperatives and five generation and transmission cooperatives operating in  North D a kota . On  beha lf of 

our Association a n d  its member cooperatives, we support SB 2325. 

The b i l l  itself is easy to exp la in .  It req uests a 25% reduction in  the megawatt hour  tax paid in  l ieu 

of property taxes on e lectric distribution faci l ities owned by our  co-ops. The reason for this bi l l  takes a 

little more expla in ing.  Basica l ly, however, it comes down to requesting a fa ir  a djustment to this tax 

fo rmula as the legis lature conti n ues to provide property tax relief to assessed property taxpayers, such 

as the investor-owned uti l ities ( IOU) .  

Co-op Property Taxes 

At a Fargo a rea legislative b reakfast in December, I highl ighted a few of our  legislative goals  for 

the 2013 legislative Session, inc luding p roperty tax fairness for our  e lectric cooperatives. Fol lowing the 

presentation, one legislator prefaced a question he asked about co-op taxes by stating, " I  d idn't even 

know electric co-ops paid taxes." This is a common misperception .  In fact, our cooperatives a re a mong 

the largest taxpaye rs in  the state, paying over $21 mi l l ion per yea r  in property and in  l ieu p roperty taxes 

on our generation, tra nsmission, a n d  d istribution facilities. Taxes paid inc lude the coal conversion tax o n  

e lectric generation ( $ 1 3  mi l l ionL transmission l ine taxes ($1.3 mi l l ionL  assessed taxes o n  l and  u s e d  for 

uti l ities purposes ($ .5  mi l l ionL and a megawatt hour  tax on the reta i l  sa les of e lectricity ($6.5 m il l ion) .  

SB 2325 only d ea ls  with the megawatt hour tax. This is because the coa l  conve rsion tax is the 

same for co-ops and investor-owned uti l ities ( IOUs), the transmission l ine taxes we pay a re fai r  a n d  

reason a ble, a n d  t h e  l and  tax i s  a tax assessed l ike other property taxes. W h i l e  some other businesses 

pay in  l i eu  p roperty taxes, such as telecommunication companies, e lectric co-ops a n d  I O U  electric 

p roviders a re the o n ly companies in competition that pay d ifferent property taxes. 

I nvestor-owned Utility Property Taxes 

As n oted, the IOUs  pay the same coa l  conversion tax as the co-ops. They a lso receive a decl in ing 

exemption for bu i ld ing new high voltage transmission l ines and  then pay a flat $300/l ine mi le tax, s imi lar 

to the co-ops. For a l l  other generation, transmission and  d istr ibution property, IOUs pay assessed 

property taxes. This means they have benefitted these p ast four  years from the 75 mi l l  buy d own, a n d  

wi l l  benefit i n  t h e  future from a ny add ition a l  genera l property tax rel ief p rovided b y  the legislature this 

year. I want to be clear that we have no problem with that, but if our co-ops a re to get a ny p ro perty tax 

rel ief we need to ask for it sepa rately. That is why we req uested that SB 2325 be i ntrod uced. 

Earlier Co-op Property Tax Changes 

We a ppeared before this committee in 2009 to ask for a change in o u r  in l ieu  property tax 

formulas  because of serious concerns that our taxes put us at a competitive d isadvantage in re l ationship 

to the I O Us.  Competitive tax neutra l ity is not a new concern . E lectric util ity p ro perty tax reform was one 

of the m a in focuses of the E lectric I ndustry Competition Committee, a statutory l egislative committee 

I 



that met from 1997 - 2007. During the 10 yea rs the committee studied e lectric ind ustry taxation ,  we 

made severa l proposals to esta b l ish a common tax system for co-ops a n d  IOUs  based on u n iform 

formulas .  The main  reason we fai led to agree on a common p lan  was that a l l  the formulas we tried 

resu lted i n  lowering co-op taxes and ra ising IOU taxes. This is beca use we ca rried a heavier tax b u rden 

than the IOUs when compared o n  o bjective measures such as reven ue, mega watt hour sa les, or mi les of 

tra nsmission l ine .  

2009 Tax P l a n  

By 2009, we saw that the tax d ifferentia l  that existed between co-ops  a n d  IOUs  wou ld  o n ly 

widen further if we d id  not seek to reform the e lectric co-op tax formu las.  S B  2297 passed in  2009 is 

now the tax law under  which we operate . Whi le the tax p l an  was mandatory for co-ops, one of the 

features of that law provided a fou r-year  opt-in  period for other  e lectric faci l ity owners subject to 

assessed taxation .  This feature was included to encourage u niformity, but a lso to test the fa irness of the 

p lan .  The fou r  year period is now e nded witho ut Xcel, M DU or Otter Ta i l  opting i n .  Some other  

compan ies that own generation or  tra nsmission faci l ities have o pted i nto the p l an, however, a n d  the Tax 

Depa rtment may offer a n  amendment to SB 2325 to extend this o pt in per iod . We woul d  have n o  

objection to such a n  amendment. 

The 2009 law change dea lt with severa l d ifferent taxes, but the most fundamental  cha nge for 

our  co-ops was changing the 2% gross rece ipts tax to a $ 1/megawatt hour tax. We estimated this wou ld  

lower our  distribution tax  by  a lmost 20% but  would sti l l  leave us paying somewhat more tha n the IOUs 

when compa red on the same basis, such as sales or revenue.  O n  top of  that, the IOUs  a n d  other 

taxpaye rs received substantia l  p roperty tax rel ief i n  2009 through the 75 mi l l  buy down of school  mi l l  

rates. At the time, th is  rel ief was viewed as temporary, but the rel ief was continued the next b iennium 

and is now being proposed as permanent, together with add ition a l  p roperty tax re l ief. That is why we 

now bel ieve it is time to ask the legis lature to take a nother loo k at the d istrib ution tax we pay, a nd 

adjust it downwa rd . 

Fiscal I mpact 

I n  preparation for this tax d iscussion, we surveyed our  co-ops rega rding their  megawatt hour 

sa les i n  2012 that wi l l  b e  used to ca lculate their  2013 tax l i ab i l ity. North D akota's e lectric cooperatives 

sold 7 .5  mi l l ion megawatt hours in 2012 compared to 6.5 mi l l ion megawatt hours the previous year. This 

represents a n  i ncrease of about 16%. Most of this increase is in a reas affected by o i l  and  gas 

deve lopment. The i ncrease might have been even larger but for the mild winter a n d  d ry summer that 

reduced electric heat sa les a n d  gra in  d rying in much of the state. We wou l d  a nticipate add it io n a l  e lectric 

sa les growth in 2013. 

Robust sales growth means more tax reven ues to counties and othe r  po l itica l subd ivisions to 

mitigate somewhat the loss of reven ue through a reductio n  in the formu la .  Also, if add ition a l  school 

mil ls a re bought down in conj unction with providing a greater share of state school fun d ing, this wil l  re­

d i rect a l a rger share of the megawatt tax to the non-school  political subd ivisions. This is because the 

megawatt hour tax is  d istributed on a p ro rata basis according to the revenue  ra ised i n  do l l a rs by the 

mi l l  rates assessed by each pol itica l subd ivision where the property is  located a n d  the sales occu r. 

F ina l ly, a ny red u ction i n  reven ue that occurs due to this formula change shou ld  not be 

substa ntial to a ny single taxing d istrict as  the megawatt hour tax is d istributed a mong al l  53 cou nties 

and  hundreds of other taxing d istricts within these counties. 



Conclusion 

In conc lusion,  e lectric cooperatives pay a lot of property related taxes. E lectric co-ops want to 

be treated fai rly in re lation to other util ity companies a n d  property taxpayers.  We be l ieve a 25% 

reduction in  our megawatt h o u r  tax is supportable based upon o u r  current tax dispa rity which wil l  on ly 

get worse if a dd itiona l  assesse d  property tax re l ief is p rovided to others this session .  We u rge you to 

pass S B  2325 so we can o btai n  tax rel ief simi lar to what other  taxpayers h ave been p rovided.  Tha n k  you 

very much fo r your time. I wou ld  be happy to answer any questions the committee may have. 



Presented by Sara Meier 
Office of State Tax Commissioner 

PROPOSED AMENDMENTS TO SENATE BILL NO. 2325 

AMENDMENT. Subsection 3 of section 57-33.2-01 of the North Dakota Century Code is 

amended and reenacted as fol lows: 

3. "Company" means an individual, partnership, corporation, l imited l iability company, l imited 

l iabi l ity partnership, cooperative, or any other organization or association engaged in 

generation, d istribution, or transmission of electricity. A company subject to taxation under 

chapter 57-06, is not a "company" for purposes of this chapter unless it files an irrevocable 

election with the commissioner to be treated as a company under this chapter by October 1 , 

2-G00201 3, for taxable periods after December 3 1 , 2-G00201 3; by October 1 ,  �201 4, for 

taxable periods after December 3 1 , �2014 ;  by  October 1 ,  2-G44201 5, for taxable periods 

after December 3 1 , 2-G44201 5; or by October 1 ,  �20 1 6, for taxable periods after December 

3 1 , �201 6. Property subject to taxation under this chapter which is owned by a company 

that is otherwise taxable under chapter 57-06 which files an election under this chapter is 

exempt from taxation under chapter 57-06. 

z. 
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Prepared by the Legislative Council staff for 
Senator Cook 

February 1 9, 201 3  

PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2325 

Page 1 ,  l ine 1 ,  after "reenact" insert "subsection 3 of section 57-33.2-01 and" 

Page 1 ,  after line 4, insert: 

"SECTION 1 .  AMENDMENT. Subsection 3 of section 57-33.2-01 of the North 
Dakota Century Code is amended and reenacted as follows: 

3. "Company" means an individual, partnership, corporation, l imited liabil ity 
company, l imited l iabil ity partnership, cooperative, or any other 
organization or association engaged in generation, distribution, or 
transmission of electricity. A company subject to taxation under chapter 
57-06, is not a "company" for purposes of this chapter unless it files an 
irrevocable election with the commissioner to be treated as a company 
under this chapter by October 1 ,  �201 3, for taxable periods after 
December 31 , �201 3; by October 1 ,  �20 1 4, for taxable periods 
after December 3 1 ,  �2014; by October 1 ,  �201 5, for taxable 
periods after December 31 , 2G#201 5; or by October 1 ,  �201 6, for 
taxable periods after December 31 , �201 6. Property subject to taxation 
under this chapter which is owned by a company that is otherwise taxable 
under chapter 57-06 which files an election under this chapter is exempt 
from taxation under chapter 57-06."  

Renumber accordingly 
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Test i m o ny of H a r l a n  Fugl esten 

N o rt h  Da kota Associat ion of R u ra l  E l ectric Coo p e ra t ives 

Befo re the Se nate Appro p riat io n s  Com m ittee 

O n  S B  2325 

Februa ry 20, 2013 

M r. C h a i r m a n  and m e m bers of t h e  comm ittee, my name is  H a rl a n  F ug l este n with the N o rth 

Da kota Associat i o n  of R u ra l  E lect ric Cooperatives.  O u r  Asso ciat ion represe nts 16 d i stri but ion 

coopera t ives a n d  five generat ion and transmiss ion cooperatives o p e ra t i ng i n  N ort h D a kota .  O n  beha lf  of 

o u r  Assoc iat ion a n d  its m e m b e r  cooperatives, we support SB 2325. 

The bi l l  seeks a 15% red u ct i o n  i n  the reta i l  megawatt hour tax paid i n  l ieu of property taxes o n  

e lectr ic d i stri but ion fa c i l it ies o w n e d  b y  o u r  co-o ps .  T h e  percentage reduct i o n  r ight now is  rea l ly a 

p laceholder  u n t i l  we have m o re info rmati o n .  Bas ica l ly, we hope t h i s  b i l l  c a n  be a veh ic le  fo r m a k i n g  a 

fa i r  adjustment to t h i s  tax fo r m u l a  as the legis latu re co nt in ues to d e bate g ra nt ing  a d d it i o n a l  property 

tax rel ief to a ssessed pro perty taxpaye rs, such as the i nvestor-owned u t i l it ies  ( I O U ) .  At p resent,  we don't  

know exactly how o r  how m u c h  assessed p ro p e rty tax re l i ef the legis lature wi l l  provide, but we be l ieve 

the leg is lature s h o u l d  a dj u st o u r  taxes to be s u re we a re treated fa i rly when the fi n a l  property tax 

dec is ions a re m a d e  t h i s  sess i o n .  

Co-op Property Taxes 

There is a com m o n  m i s perception that  o u r  e lectr ic coo p e ratives do not pay taxes.  In fa ct, o u r  

coo p e ra t ives a r e  a m o n g  t h e  l a rgest taxpayers i n  t h e  state, pay ing ove r  $21 m i l l i o n  p e r  y e a r  i n  property 

a n d  in l i e u  p ro p e rty taxes on o u r  generat ion, t ransm i ss ion,  a n d  d istr ibut ion fa c i l it ies .  Taxes p a i d  i nc l u d e  

t h e  c o a l  convers ion  t a x  o n  e l ectric generat ion ( $13  m i l l i o n ), t ransmiss ion  l i n e  taxes ( $1 . 3  m i l l i o n ), 

a ssessed taxes o n  l a n d  used fo r ut i l it ies p u rposes ( $ .5  m i l l i o n ), a n d  a megawatt h o u r  tax o n  t h e  reta i l  

sa les of e lectricity ($6 .5  m i l l i o n ) .  

S B  2325 o n ly d e a ls with t h e  mega watt h o u r  tax.  T h i s  i s  beca use t h e  coa l convers ion t a x  is  the 

same fo r co-ops a n d  i nvestor-ow ned u t i l it ies ( I O U s) ,  we bel ieve t h e  transmiss ion l i ne taxes we pay a re 

fa i r  a n d  reaso n a b l e, a n d  t h e  l a n d  tax i s  assessed l ike  other property taxes.  W h i le some other  b u s i nesses 

pay in l i e u  property taxes, such a s  te leco m m u n i cat ion co m p a n i es, e lectric co-o ps a n d  IOU e l ectr ic  

provid e rs a re t h e  only compan ies  i n  com petit ion that  pay d iffe re nt property taxes.  

Investor-owned Util ity Property Taxes 

U n less a n  I O U  o pted in to the in l i e u  tax p l a n, with a coup le  exce pt ions, t h e  I O U s  pay assessed 

property taxes on t h e i r  generat ion,  transmiss ion a nd d i str ibut ion fa c i l it ies .  This m e a n s  t h ey have 

be nefitted th ese past fo u r  yea rs fro m the 75 m i l l  buy down, and w i l l  be nefit in the fut u re from a ny 

a d d i t i o n a l  ge nera l p ro p e rty tax re l i ef provided by t h e  legis lature t h i s  year .  I w a n t  to be c l e a r  t h a t  we 

have n o  p ro b le m  with t h a t, but i f  our co-ops a re to get any property tax rel ief we need to ask fo r it 

separately.  That i s  why we requested that SB 2325 be introd uced . 

Earl ier Co-op Property Tax Cha nges 

In 2009, we a s ke d  fo r a cha nge in o u r  in l ieu  prope rty tax fo r m u l a s  because of ser ious co n cerns 

that  our taxes put us a t  a competit ive d i sa dvantage i n  re lat io n s h i p  to t h e  I O U s .  Competit ive tax 

ne utra l ity is not a new co ncern . E l e ctr ic  ut i l ity property tax refo rm was one of the m a i n  focuses of the 

E l ectric I nd u stry Com petit ion Comm ittee, a statuto ry legis lative comm ittee that met fro m 1997 - 2007 . 
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D u ring the 1 0  years the comm ittee st ud ied e l ectr ic ind ustry taxat ion, we m a d e  seve ra l pro posa l s  to 

e stab l i sh  a common tax syst e m  for co-ops a nd I O U s  based o n  u n ifo rm fo r m u l a s .  The main reason we 

fa i l ed to agree o n  a co m m o n  p l a n  was that  a l l  the fo rmulas  we tr ied resulted i n  lowering co-op taxes a nd 

ra is ing I O U  taxe s .  Th is  is because we ca rr ied a heavier tax b u rd e n  t h a n  t h e  I O U s  w h e n  co m pa re d  o n  

o bjective measure s  s u c h  a s  reve n ue, megawatt h o u r  sa les, o r  mi les  o f  t ra n smiss ion l i n e .  

2009 Tax P l a n  

By 2 009, we saw that  the tax  d i ffere nt ia l that  existed between c o - o p s  a n d  I O U s  w o u l d  o n ly 

widen fu rth e r  if  we d i d  not seek t o  reform t h e  e l ectric co-op tax fo rm u l a s .  58 2 2 9 7  p a ssed in 2009 is 

now t h e  tax law u n d e r  which  we o perate.  W h i l e t he tax p l a n  was m a n datory fo r co-ops, o n e  of t h e  

featu res of t hat  law p rovid e d  a fo u r-ye a r  opt- in period t o r  o t h e r  e lectr ic fac i l ity owners s u bje ct t o  

a ssessed taxat io n .  T h i s  fe ature was i n c luded to e ncourage u n ifo rmity, but  a l so to t e s t  the fa i rness o f  t h e  

p l a n .  The fo u r  year  p e riod h a s  now ended without  Xcel,  M D U  o r  Otte r Ta i l  opt ing i n .  Some othe r 

compan i es that  own genera t i o n  or t ra n smiss ion fa c i l i t ies have opted i nto the p l a n ,  h oweve r, a n d  we 

have no o bject ion to a m e n d i ng th is  b i l l  to extend the o pt- in  per iod fo r a nother  fo u r  yea rs. 

The 2009 law c h a nge d e a lt with severa l d ifferent ta xes, but  the most fu n d a m e n t a l  cha nge fo r 

o u r  co-ops was cha nging t h e  2% gross rece i pts tax to a $ 1/megawatt h o u r  tax.  We e st i mated t h i s  would  

lower o u r  d i stri b u t i o n  t a x  by a l most 20% but would  st i l l  leave us pay ing somewhat  m o re than t h e  I O U s  

w h e n  co mpa red o n  the s a m e  ba s is, s u c h  as s a l es o r  reve n u e .  O n  top of that, the I O U s  a n d  othe r 

taxpayers rece ived s u bstant ia l  p ro p e rty tax re l ief i n  2009 t h ro ugh the 75 m i l l  buy d own of school  m i l l  

rates.  A t  the t ime,  t h is re l ief  w a s  v iewed a s  temporary, b u t  the re l ief w a s  cont inued the next b i e n n i u m 

a n d  is now be i ng proposed aga i n, together  with a d d it iona l  property tax re l ief. That is why we now 

bel ieve i t  is t ime to a s k  t h e  legi s l a t u re to ta ke a n other  look at  the d istr ibut ion tax we pay, a nd a d j u st i t  

downwa rd . 

Fisca l I m pact 

In its current  fo rm, 58 2 3 2 5  would have a bo ut a $7,500 im pact on the state beca use of t h e  o n e  

m i l l  of property tax that  g o e s  to s u p po rt the U N D  Med ica l S c h o o l .  T h e  re m a i n ing i m pact would  be a 

red uct ion in reve n u e  to po l i t ica l  s u b d ivis io ns .  

We s u rveyed our  co-ops reg a rd i ng t h e i r  reta i l  sa les  i n  2 0 1 2  which w i l l  be used to ca lcu late  the i r  

2 0 1 3  tax l i a b i l i ty . N o rt h  Da kota's electr ic co o p e rat ives sold 7 .5  m i l l i o n  reta i l  megawatt h o u rs of 

e lectricity in 2 0 1 2  c o m p a re d  to 6 . 5  m i l l i o n  megawatt h o u rs the p revio us year .  Th is  represents a n  

i n c rease of a bout 1 6%. We wo u l d  a nt ic i pate a d d i t i o n a l  e l ectric sa les g rowth i n  2 0 1 3 .  

R o b ust sa les  g rowth m e a n s  more t a x  reve n u e  t o  co u n ties  a n d  other  tax ing d i str icts to m i t igate 

somewhat the l o ss of reven u e  t h ro ugh a red uct ion in the fo rm u l a .  Also, any red uct ion in reve n u e  that  

occurs due to t h i s  form u l a  c h a nge shou ld  not be su bsta n t i a l  to a n y  s ing le  tax ing d istr ict a s  t h e  m egawatt 

h o u r  tax i s  d istr ibuted a m o ng a l l  5 3  cou nties and h u n d reds of other tax ing d i st ricts w i t h i n  t hese 

cou nties.  

Conclusion 

In concl u sion,  e l ectr ic cooperat ives pay a lot of pro p e rty re lated taxes.  E lectr ic  co-o ps want to 

be treated fa i rly in re lat ion  t o  other  ut i l i ty co m p a n ies a n d  p ro p e rty taxpayers .  We be l ieve a red uct ion i n  

o u r  megawatt h o u r  t a x  i s  s u p po rtab le  based u p o n  o u r  c u rrent t a x  d i s p a rity which  w i l l  o n l y  get wo rse if 

a d d it iona l a ssessed p ro p e rty tax relief is  p rov ided to others t h i s  sessio n .  We u rge you to g ive a DO PASS 

recom mendat ion  to 58 2 3 2 5  to keep t h is b i l l  moving fo rwa rd to t h e  House fo r furt h e r  cons idera t i o n .  It  is 



o u r  h o pe t h a t  w h e n  t h e  legis lature  a djou rns, we w i l l  be a b l e  to say that  t h e  legis latu re considered the 

fa i rn ess of t h e  p ro p e rty taxes e lectr ic co-ops pay,  a n d  that  we got a'n a dj u stment that  was fa i r  a n d  

reasonab le  i n  re lat ion t o  t h e  taxes o t h e rs pay.  T h a n k  y o u  v e ry m u c h  fo r y o u r  t ime.  I would  be h a ppy to 

a nswer any q uestio ns the co m m ittee may have.  
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M r. Chairma n a n d  members of the committee, my name is Har lan  Fuglesten with the North 

Dakota Assoc iation of Rura l E lectric Cooperatives. I 'm testifying i n  support of SB 2325 on beha lf of our  

Association a n d  its 16 d istrib ution cooperative and  five generation a nd tra nsmission cooperative 

members operating in North Dakota . 

SB 2325 wou ld  reduce the $ 1/megawatt hour tax on reta i l  sa les that cooperatives pay i n  l ieu of 

property taxes to $.85 or a 15% red u ction .  The percentage reduction right now is rea l ly a p laceholder 

u nti l  i t  can  b e  determined how much property tax rel ief the legislature wi l l  g ra nt th is  year to assessed 

p roperty taxpayers. Basica l ly, we hope the House will pass this b i l l  with a greater red u ction, such as 

$ .65/megawatt hour  or 3 5%, which is the rel ief provided to property taxpayers in  the b i l ls the House 

sent over to the Senate . With d iffe ring amounts of re l ief, this b i l l  then could go to a confe rence 

com mittee for a fin a l  d etermination of what is a fair  adjustment to this tax formula  when the l egislature 

comes to its fin a l  d ecisions o n  the property tax re l ief it wi l l  provide to assessed prope rty taxpayers, such 

as the investor-owned util ities { IOU) .  

Co-op Property Taxes 

The re is a common misperception that our  e lectric cooperatives d o  not pay taxes. In fact, our  

cooperatives are among the l a rgest taxpayers in  the  state, paying over $21  mi l l ion per  yea r  in  p roperty 

a n d  in l ieu p roperty taxes o n  o u r  generation, transmission, and  distrib ution faci l ities. Taxes pa id inc lude 

the coa l  conversion tax o n  e lectric generation ($13 mi l l ion), transmission l ine  taxes ($1 .3  mi l l ion ), 

assessed taxes o n  land used for uti l ity purposes ($.5 mi l l ion), a n d  a megawatt hour  tax on the retai l  sa le 

of e lectricity ($6.5 mi l l ion) .  

SB 2325 o n ly dea ls  with the megawatt hour tax. Th is is because the coal  conversion tax is the 

same for co-ops a n d  investor-owned uti l ities ( IOUs), we bel ieve the tra nsmission l ine  taxes we pay a re 

fai r  and  reasona ble,  a n d  the land tax is assessed l ike other property taxes. Whi le  some other businesses 

pay in l i eu  p roperty taxes, e lectric co-ops a nd IOU e lectric p roviders a re the o n ly competitive companies 

that pay different p roperty taxes. 

I nvestor-owned Utility Property Taxes 

None  of the three i nvestor-owned retai l  e lectric uti l ities have opted-in to the p l an  u n d e r  which 

co-ops a re taxed,  so these IOUs  p rima rily pay assessed property taxes on t heir  generation, tran smission 

and d istribution faci l ities. This means they have benefitted these past four  years from the 75 m i l l  buy 

down, a nd wil l b e nefit in  the futu re from a ny additiona l  general  p ro pe rty tax rel ief p rovided by  the 

legislature this year .  I want to be c lear  that we have no prob lem with that. We a re s imply asking that we 

get s imi lar p roperty tax relief. 

2009 Property Tax Changes 

In 2009, we asked for a change in  our  in l ieu p roperty tax formulas  because of serious concerns 

that our taxes put us  at a competitive d isadvantage in re lationship to the IOUs and we knew the  

prob lem wou ld  on ly get worse i f  we d id n't pro pose cha nges to  h ow we pa id  p roperty taxes. Competitive 



tax neutral ity is not a new concern. E lectric uti l ity property tax reform was one  of the main  focuses of 

the E lectric I n dustry Competition Committee, a statutory legislative committee that met from 1997 -

2007. D u ring the 10 yea rs the com mittee studied electric industry taxation, we made severa l proposals 

to estab l ish a common tax system for co-ops and IOUs based o n  u niform formulas .  The main reason we 

fai led to agree o n  a common p l a n  was that al l  the formu las we tried resulted i n  lowering co-op taxes and  

raising I O U  taxes. This is because we ca rried a heavier tax  burden than the  I O U s  when compare d  o n  

objective measures such a s  revenue, megawatt h o u r  sa les, or  miles o f  transmission l ine .  

SB 2 297, passed i n  2009, is now the tax law u nder which we operate . Whi le the tax p lan was 

mandatory for co-ops, o ne of the features of that law provided a fou r-yea r  o pt-in period for other 

e lectric faci l ity owners subject to assessed taxation.  This feature was inc luded to encourage uniformity, 

but a lso to test the fa i rness of the p lan .  While Xcel ,  M D U  and Otter Ta i l  have not o pted-in to the p l an, 

some other compan ies that own generation or transmission faci l ities have o pted-in, inc lud ing 

Minnesota Power which owns wind farms and a transmission l ine in  the state.  The Tax Department 

p ro posed an  amend ment i n  the Senate to SB 2325 to extend the opt-in period for another four years so 

new and existing compan ies co u ld  sti l l  opt-in .  We support this amendment.  

The 2009 law change dea lt  with severa l d ifferent taxes, but the most fu nda menta l  cha nge for 

our  co-ops was cha nging the 2% gross receipts tax to a $ 1/megawatt hour  tax o n  retai l  sa les. We 

estimated this would lower our  d istribution tax by a lmost 20% but wou l d  sti l l  leave us paying somewhat 

more than the IOUs when compared on the same basis, such as sales or  revenue .  On top of that, the 

IOUs and other taxpayers received substantia l  property tax rel ief in  2009 through the 75 mil l  buy down 

of schoo l mil l  rates. At the time, this re l ief was viewed as tempora ry, b ut the re l ief was continued the 

next b iennium and is now sti l l  being conside red again, together with add ition a l  p roperty tax rel ief. That 

is why we now bel ieve it is time to ask the legislature to take another look at the d istribution tax we pay, 

a n d  adj ust it downward.  

Fiscal Impact 

With a 15% red uction, the fisca l  impact would be somewhat over a mi l l ion  do l l a rs per year  for 

each yea r  of the b iennium.  O bviously, if the fina l  reduction is over  30%, the loss of revenue to loca l 

politica l subdivisions wou ld  be over $2 mi l l ion each year. 

We surveyed our co-ops regarding their retai l  sales in  2012 which wil l  be used to ca lcu late their 

2013 tax l i ab i lity. N o rth Dakota's e lectric cooperatives sold 7 .5 mil l ion reta i l  megawatt hours of 

e lectricity in  2012 com pared to 6.5 mi l l ion megawatt hours the previous year. This represents a n  

increase of a bo ut 16%. We would a nticipate additiona l  e lectric sales growth i n  2013.  

Robust sales growth means more tax revenue to counties and  other  taxing districts to mitigate 

somewhat the loss of reven ue through a red uction in the formula .  Also, any reduction in  reve n ue that 

occurs d u e  to this formula change should not be substantia l  to a ny single taxing d i strict as the megawatt 

hour  tax is d istributed among a l l  53 counties and  hundreds of other taxing d istricts within these 

counties. 

Conclusion 

In conclusion, e lectric cooperatives pay a lot of property related taxes. E lectric co-ops w a nt to 

be treated fairly in  relation to other uti l ity companies and property taxpayers .  We bel ieve a reduction in 

our megawatt hour  tax is supportable based u po n  our current tax disparity a n d  the proposals for 

general  property tax re l ief under  consideration this session .  We urge you to amend the b i l l  to p rovid e  a 



l a rger  pe rcentage red uct ion t h a n  the Senate p rovided a n d  then g ive it yo u r  DO PASS reco m m e n d a t i o n .  

I t  i s  o u r  h o pe t h a t  w h e n  the legis latu re a djo u rns, we w i l l  be a b l e  to say that t h e  leg is lature con s i d e re d  

the fa i rness of t h e  p ro p e rty taxes e lectric co-ops p a y ,  a n d  t h a t  we got a n  a dj u stment  t h a t  was fa i r  a n d  

reaso n a b l e  i n  re l a t i o n  to the taxe s  o t h e rs pay.  Tha nk you v e ry m u c h  fo r y o u r  t i m e .  I wo u l d  be h a p py to 

a nswe r a ny q uest ions the c o m m ittee may have.  



Amendment for SB 2325 

Talking Points 

The rura l  electric coop�ratives would I. ike to see SB 2325 amended to reduce the rate .of the 
retail m egawatt hour  tax in section 2 of the bill from $.85/mWh, which the rate included in the bill as it 
passed in the Senate, to $.65/!:nWh.  This would lower the tax rate by 35% instead of 15%. 

1. The Senate passed the bill with a 15% rate as a placeholder to move it to the House for further 
consideration, with the understanding that the final  rate should be determined after th� 
legislature agrees o n  the level of reduction for assessed property taxpayers. Since this will likely 
not occur until later in the session, the House should pass the bil l  with a d ifferent rate to p ut the 
bill  into a conference committee. 

2. The 35% figure is supported by the fact that this is the level of relief the House provided to 
assessed taxpayers in the bills forwarded to the Senate in HB 1198 and HB 1319. 

3.  The RECs are currently working with t,he IOUs to o btain the actual taxes paid by the IOUs in 2012 
so that an u p-to-date and fa irly accurate comparison of the relative tax b urdens paid by the 
IOUs and RECs on their instate transmission/distribution systems as measured against retail 
sales vol ume. 




