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2003 SENATE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. SB2100
Senate Finance and Taxation Committee

O Conference Committee

Hearing Date January 14, 2003

Tape Number Side A Side B Meter #
1 X 3,475

Committee Clerk Signature “m,ggt&\mw
\)

Minutes:

O Senator Urlacher - Opened hearing on SB2100, All committee members in attendance.

Mary Loftsgard, Supervisor of the Corporate Income Tax Section of the Office of State Tax
Commissioner, Testified in support of SB2100. This Subsection concerns amended corporation
income tax returns and specifies the amount of time available to the Tax Commissioner to audit
these returns and assess any additional tax that may be due. Written testimony is attached.
Recommends a Do Pass.

Senator Urlacher - Any additional testimony on SB2100? Hearing closed.

Senator Nichols motioned Do Pass, Second by Senator Wardner, Roll call vote taken. 6 yea, 0

nay, 0 absent,
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! January 14, 2003 3:22 p.m. Carrier: Nichols i
) insert LC:. Title:.
7 \ REPORT OF STANDING COMMITTEE
2 \ , SB 2100: Finance &nd Taxation Committee (Sen. Urlacher, Chalrman) recommends DO
PASS (8 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). SB 2100 was placed on the
Eleventh order on the calendar.
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2003 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. SB 2100

House Finance and Taxation Committee

Q Conference Committee

Hearing Date March 3, 2003

Tape Number Side A Side B Meter #
1 X 0.4
rd ‘ . . é
Committee Clerk Signature Q’Q._/[_U\ Ly A@/l\) §
J K ;
Minutes: é
Called the hearing to order. ?

Testified in support of the bill, See

attached written testimony.
With no further testimony, the hearing was closed,

COMMITTEE ACTION
REP. CLARK Made a motion for a DO PASS.

REP. HEAPDLAND Second the motion. MOTION CARRIED.
14 YES 0 NO 0 ABSENT

REP. CLARK Was given the floor assignment,
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No Representatives Yes | No

Representatives
BELTER, CHAIRMAN
DROVDAL, VICE-CHAIR
CLARK
FROELICH

IVERSON
KELSH

KLEIN
NICHOLAS
SCHMIDT
WEILER
WIKENHEISER
WINRICH
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TESTIMONY BEFORE THE SENATE

\- FINANCE AND TAXATION COMMITTEE

SB 2100
MARY LOFTSGARD

JANUARY 14, 2003

Chairman Urlacher, members of the committee, my name is Mary
Loftsgard. I am the supervisor of the Corporate Income Tax

Section of the Office of State Tax Commissioner, and I am here

to testify in support of SB 2100.

The Tax Commissioner proposes an amendment to North Dakota Century

Code § 57-38-38(9). This subsection concerns amended coxrporation

the Tax Commissioner to audit these returns and assess any

c:;D income tax returng and specifies the amount of time available to

additional tax that may be due,.

The subsection currently refers to amended returns filed before
the statutory period to audit and assess expires., These statutoxry
periods are specified in N.D.C.C. §§ 57-38-38(1) and 57-38-38(2).
Eésentially, the statute currently allows the Tax Commissioner
two years from the date an amended return is filed under these

subsectiong to audit that return.

An example may be of some help. If a taxpayer filed an original
tax year 2000 return on the due date of April 15, 2001, the Tax
Commissgioner would have three years from that date to audit that
return, or until April 15, 2004. If the taxpayer timely files
an amended tax year 2000 return on April 15, 2004, the current

“vz language of the statute allows the Tax Commissioner until

April 15, 2006, to audit the amended return.
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The proposed amendment would allow the Tax Commissioner the .
game two-year period to audit amended returns when they are
filed under N.D.C.C. § 57-38-38(3). This subsection allows the

Tax Commissioner a six-year period to audit and assess 1f North
Dakota taxable income or the North Dakota tax liability has

been understated by more than 25%.

However, as the statute now stands, the Tax Commissioner would
be precluded from auditing amended returns filed in this situation i
if they were filed after the deadlines in N.D.C.C. §§ 57-38-38(1)

and 57-38-38(2). Ag in the prior example, assume a taxpayer filed

an original tax year 2000 return on the due date of April 15,
2001, If the taxpayer files an amended tax year 2000 return on }
April 15, 2007, to show taxable income or tax liability in excess ;
of 25% of that originally reported, the Tax Commissioner, under

the current language of the statute would be precluded from ‘

auditing the amended return.

The proposed amendment will allow the Tax Commissioner an
additional two years to audit amended returnsg under both the ,
normal statutoxy period for filing and the six-year statutory

period.

e .

The proposed amendment also adds language to allow the Tax
attributable

This

Commissioner to assess any additional tax “.
to the changes or corrections on the amended return.”
will allow the Tax Commissioner to assess tax due when the
change on an amended return affects a year for which the

gtatutes to assess are closed.

e il ‘:..‘ﬁ, Rl
T e g R

e temina s

At i -

Tho miarograghle Ineges on this f4in are sceurate

wore f1imed In the 1 sccurate reprodustions of records delivered to Kodern Information Systeme for mforofilming end

ﬁmﬁ :0.,;. ?“h:},:( :f{:},:’;i‘m“;oﬁc:‘:"m“- The photographic process mests standards of the American National Standards Institute
Ny filimed,

If the fitmed image above is less legible than this Notice, 1t is due to the quality of the

00 D=1 - D3

Date

Operator’s S{gnature

|




The most likely scenario where this could happen would be where a

\.. taxpayer files an amended return for a year where a North Dakota

net operating loss (NOL) was reported and carried back to a prior |

year. Assume a taxpayer's 2000 tax year return reports a North !

Dakota NOL. The taxpayer files the 2000 tax year return on j

April 15, 2001, On the same date, the taxpayer files an amended |

return to carry the NOL back to tax year 1998, The amended E

return is audited and the taxpayer ‘eceives the refund claimed 3
!

for tax year 1998.

Then, on April 15, 2004, the taxpayer timely files an amended
return for tax year 2000, which reports a smaller North Dakota
NOL than was reported on the original return. The time period i
to audit tax year 1998 expired on April 15, 2003 (i.e., two
yvears after the amended return was filed). Thus, the taxpayer
will have received a larger refund than it is entitled to, based 4
G::) on the amended return for tax year 2000. The proposed amendment f
would allow th. Tax Commissioner to audit the tax year 1998 f

return in such an instance. :

The Tax Commissioner recommends a “do-pass” for Senate Bill

2100. If there are any questions, I will be glad to respond.
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( /~\\ TESTIMONY BEFORE THE HOUSE
» FINANCE AND TAXATION COMMITTER
SB 2100

MARY LOFTSGARD f

MARCH 3, 2003

Chalrman Belter, members of the committee, my name is Mary
Loftsgard. I am the supervisor of the Corporate Income Tax

e L e et e i i oo

Section of the Office of State Tax Commissioner, and I am

here to testify in support of SB 2100,
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The Tax Commissioner proposes an amendment to North Dakota
Century Code § 57-38-38(9), This subsection concerns

amended corporation income tax returns and specifies the
(, amount of time available to the Tax Commissioner to audit %
i) these returns and assess any additional tax that may be ﬁ

due. ;

The subsection currently refers to amended returns filed
[ ( before the statutory period to audit and assess expires. |
These statutory periods are specified in N.D.C.C. §§ 57-38- f
38(1) and 57-38-38(2). Essentially, the statute currently :

| ' allows the Tax Commigsioner two years from the date an

amended return is filed under these subsections to audit

that return.

An example may be of some help. If a taxpayer filed an
original tax year 2000 return on the due date of April 15,
2001, the Tax Commissioner would have three years from that
. date to audit that return, or until April 15, 2004. If the
( " taxpayer timely files an amended tax year 2000 return on
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(/ﬂ\ April 15, 2004, the current language of the statute allows
the Tax Commissioner until April 15, 2006 to audit the

amended return.

The proposed amendment would allow the Tax Commissioner the
game two year period to audit amended returns when they are
filed under N.D.C.C. § 57-38-38(3). This subsection allows

the Tax Commissioner a six year period to audit and assess

AT TR e

if North Dakota taxable income or the North Dakota tax
liabllity has been understated by more than 25%.

However, as the statute now stands, the Tax Commigsioner

T T ~ T S o s, i o™ et =<

would be precluded from auditing amended returns filed in
| this situation if they were filed after the deadlines in
N.D.C.C.§§ 57-38-38(1) and 57-38-38(2). As in the prior
* (#,.7 example, asgume a taxpayer filed an original tax year 2000
: ‘me return on the due date of April 15, 2001. If the taxpayer
7 files an amended tax year 2000 return on April 15, 2007, to
| show taxable income or tax liability in excess of 25% of
that originally reported, the Tax Commissioner, under the

current language of the statute would be precluded from

auditing the amended return. ‘

The proposed amendment will allow the Tax Commissioner an
additional two yeara to audit amended returns under both

the normal statutory period for filing and the six-year
statutory period.

The proposed amendment also adds language to allow the Tax
: Commissioner to assess any additional tax “.attributable to
| the changes or corrections on the amended return”. This
will allow the Tax Commisgioner to assess tax due when the
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(’,mm change on an amended return affects a year for which the

statutes to assess are closed.

The most likely scenario where this could happen would be

i e o e ea o

where a taxpayer files an amended return for a year where a
North Dakota net operating loss (NOL) was reported and
carried back to a prior year. Assume a taxpayer’s 2000 tax
year return reports a North Dakota NOL. The taxpayer files
the 2000 tax year return on April 15, 2001. On the same
date, the taxpayer files an amended return to carry the NOL
back to tax year 1998. The amended return is audited and
the taxpayer receives the refund claimed for tax year 1998.

TN ey

Then, on April 15, 2004, the taxpayer timely files an
amended return for tax year 2000, which reports a smaller

(. North Dakota NOL than was reported on the original return.

fj~t> The time period to audit tax yeaxr 1998 expired on April 15,
2003 (i.e., two years after the amended return was filed).
Thus, the taxpayer will have received a larger refund than
it 18 entitled to, based on the amended re-urn f;ﬁa&ix year
2000. The proposed amendment would allow the tax to
audit the tax year 1998 return in such an instance.

The Tax Commissioner recommends a “do-pass’ for Senate Bill

2100. If there are any questions, I will be glad to
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