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TAXATION

CHAPTER 669

HOUSE BILL NO. 1369
(Representatives Tollefson, Haugen)
(Senators Reiten, Nalewaja)

RESIDENTIAL PROPERTY TAX EXEMPTIONS

AN ACT to create and enact two new subsections to section 57-02-08
of the North Dakota Century Code, providing exemptions from
property taxes for new single family residential property and
condominiums and townhouses which meet certain qualifications;
to provide an effective date; and to provide an expiration
date.

BE !T ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. Two new subsections to section 57-02-08 of the
1985 Supplement to the North Dakota Century Code are hereby created
and enacted to read as follows:

Up to seventy-five thousand dollars of the true and full
value of all new single family residential property,
exclusive of the land on which it is situated, shall be
exempt from taxation for the first two taxable years after
the taxable year in which construction is begun if all of
the following conditions are met:

a. The governing body of the city, for property within
city limits, or the governing body of the county, for
property outside city 1limits, has approved the
exemption of the property by resolution. A resolution
adopted under this subsection may be rescinded or
amended at any time. The governing body of the «city

or county may limit or impose conditions upon
exemptions under this subsection, including
limitations on the time during which an exemption is
allowed.

b. Special assessments and taxes on the property upon
which the residence is situated are not delingquent.

c. The first owner after the builder resides on the
property, or the builder still owns the property. For
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purposes of this subsection, "builder" includes a
person who builds that person's own residence.

For purposes of this subsection "single family residential
property" does not include condominium or townhouse
property.

Up to seventy-five thousand dollars of the true and full
value of each unit of all new condominium and townhouse
residential property, exclusive of the land on which it is
situated, shall be exempt from taxation for the first two
taxable years after the taxable year in which construction
is begun if all of the following conditions are met:

a. The governing body of the city, for property within
city limits, or the governing body of the county, for
property outside city 1limits, has approved the
exemption of the property by resolution. A resolution
adopted wunder this subsection may be rescinded or
amended at any time. The governing body of the city
or county may limit or impose <conditions upon

exemptions under this subsection, including
limitations on the time during which an exemption is
allowed.

b. Special assessments and taxes on the property upon
which the condominium or townhouse is situated are not
delinquent.

¢. The first owner, after the builder, who resides in the
condominium or townhouse unit still owns the property.

SECTION 2. EFFECTIVE DATE - EXPIRATION DATE. This Act is
effective for property upon which construction 1is begun after
January 1, 1986, for exemptions approved by city or county governing
bodies after December 31, 1986, and before January 1, 1990, and is
thereafter ineffective.

Approved April 14, 1987
Filed April 15, 1987
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CHAPTER 670

HOUSE BILL NO. 1644
(Strinden, Kloubec)

ACADEMIC OR RESEARCH TAX EXEMPTIONS

AN ACT to create and enact a new subsection to section 57~02-08, a
new subsection to section 57-39.2-04, and a new subsection to
section 57-40.2-04 of the North Dakota Century Code, relating
to a property tax exemption for certain property used for
academic or research purposes by students or faculty of a
state institution of higher education and sales or use tax
exemption of sales of flight simulators.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. A new subsection to section 57-02-08 of the 1985
Supplement to the North Dakota Century Code is hereby created and
enacted to read as follows:

Any building located on land owned by the state if the
building is used at least in part for academic or research
purposes by students and faculty of a state institution of
higher education.

SECTION 2. A new subsection to section 57-39.2-04 of the
North Dakota Century Code is hereby created and enacted to read as
follows:

Gross receipts from sales of tangible personal property

consisting of flight simulators or mechanical or
electronic equipment for use in association with a flight
simulator.

SECTION 3. A new subsection to section 57-40.2-04 of the
North Dakota Century Code is hereby created and enacted to read as
follows:

Tangible personal property consisting of flight simulators
or mechanical or electronic equipment for use in
association with a flight simulator.

Approved April 7, 1987
Filed April 9, 1987
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CHAPTER 671

HOUSE BILL NO. 1572
{Representative Mertens)
{Senator Lips)

CONDITIONAL WETLANDS EXEMPTION

AN ACT to amend and reenact sections 57-02-08.4 and 57-02-08.5 of
the North Dakota Century Code, relating to suspension of
conditional property tax exemptions for owners of wetlands if
adequate funds are not available for payments by the state to
political subdivisions to offset lost property tax revenue
from exempt wetlands; and to provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-02-08.4 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-02-08.4. Conditional property tax exemption for owners of wetlands.
Wetlands qualifying under this section shall be exempt from
taxation. To qualify for the tax exemption, the owner of wetlands
must annually file with the county director of tax equalization, on
a form prescribed by the state tax commissioner, a legal description
of the wetlands for which an exemption is claimed and an agreement
to not drain, fill, pump, concentrate water in a smaller and deeper
excavation in the wetland basin or alter the physical nature of the
wetland in any manner that reduces the wetland's ability to function
as a natural system during the year for which the exemption is
claimed. To qualify for the exemption the agreement must be filed
by June thirtieth of the year for which the exemption is claimed.
The exemption 1is not available for years prior to filing of the
agreement or for any year in which the terms of the agreement are
violated. The county director of tax equalization shall certify to
the county auditor, for each landowner receiving the exemption, the
landowner's name, the amount of tax which would have been due on the
exempt acreage, and that the landowner has filed the required
agreement. The amount of the wetlands exemption shall be reflected
upon the property tax statement of each eligible taxpayer.

For purposes of this section "wetlands" means all types 3, 4,
and 5 wetlands, as determined by the commissioner of agriculture and
the game and fish commissioner, in accordance with United States
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fish and wildlife service circular no. 39 (1971 edition), drainage
of which would be feasible and practical.

When wetlands are drained or altered so the land no longer
qualifies for the exemption provided by this section, the land is
subject to additional taxes which would have been assessed if the
property had not qualified for the exemption provided by this
section. The taxes which would have been due on the land without
the exemption for the ten years preceding the year in which the
exemption 1is terminated shall be computed, and the property owner
shall pay the difference between such amount and the taxes which
were actually paid on the property in addition to taxes currently
due. Absence of water on property qualifying for the exemption
under this section, caused by drought conditions, shall not
disqualify the property from the exemption under this section.

The wetlands tax exemption provided by this section does not
grant the public any additional or greater right of access to the
wetlands or diminish any right of ownership to the wetlands. The
owner of property exempt under this section may use the property in
any manner which does not violate the agreement filed with the
county director of tax equalization.

No property shall be exempt under this section unless the tax
commissioner has certified to the county auditor of each county
before August first of the taxable year that funds are available in
the state treasury which may be used for payment of any state
obligations under section 57-02-08.5.

SECTION 2. AMENDMENT. Section 57-02-08.5 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-02-08.5. Wetlands tax exemption payment - Certification. Prior to
March first of each year beginning in 1988, the county auditor of
each county shall certify to the state tax commissioner on forms
prescribed by the commissioner the total amount of property tax
which would have been due on property exempt under section
57-02-08.4 within the county and other information as may be
prescribed by the commissioner. The county auditor shall forward to
the commissioner copies of all agreements described in section
57-02-08.4 in effect in the county.

The commissioner shall audit the claims for exemption, make
corrections as required, and certify to the state treasurer for
payment to each county on or before June 30, 1988, and each year
thereafter, the sum of property taxes due on property exempt under
section 57-02-08.4 for the county in the preceding year.

The county treasurer upon receipt of the payment from the
state treasurer shall apportion and distribute it to the county and
local taxing districts on the basis on which the general real estate
tax for the preceding year is apportioned and distributed.
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Supplemental certifications by the county auditor and the
state tax commissioner and supplemental payments by the state
treasurer may be made after the date prescribed in this section to
make corrections as may be necessary.

No certifications must be made and no apportionment or
distribution of payments to political subdivisions may be made under

this section unless property was exempt under section 57-02-08.4 in
the preceding vyear.

SECTION 3. EFFECTIVE DATE. This Act is effective for all tax
years beginning after December 31, 1986.

Approved April 4, 1987
Filed April 6, 1987
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CHAPTER 672

SENATE BILL NO. 2213
(Committee on Finance and Taxation)
(At the request of the Tax Commissioner)

TELECOMMUNICATION PROPERTY TAXATION

AN ACT to <create and enact a new section to chapter 57-06 of the
North Dakota Century Code, relating to telecommunication
services; and to amend and reenact section 57-06-02 of the
North Dakota Century Code, relating to the definition of
property that is taxed as telephone service property.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-06-02 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-06-02. Definitions. As used in this chapter, unless the
context and subject matter otherwise clearly require:

1. "Company" means and includes any individual,
copartnership, business trust, corporation, joint stock
company, or association.

2. "Gas company" means a company owning, holding, or
operating under lease or otherwise, any property in this
state for the purpose of furnishing gas, or distributing
the same, for public use, by means of pipelines.

3. "Pipeline company" means a company owning, holding, or
operating under a lease or otherwise, any property in this
state for the purpose of transporting crude oil, natural
gas, processed gas, manufactured gas, refined petroleum
products, or coal and related products for public use.

4. "pPower company" means a company owning or holding, under
lease or otherwise, any property in this state, and
operating the same, for the purpose of furnishing electric
light, electric power, or steam heat, or distributing the
same, for public use.
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Repeated by B=k- 1985; eh- 604s § 22 "Telecommunications
company" means a company engaged in the furnishing of
telecommunications service within this state.

"Telecommunications service" means the offering for hire
of telecommunications facilities, or transmitting for hire
telecommunications by means of such facilities whether by
wire, radio, lightwave, or other means.

"Telegraph company" means a company owning or operating
any telegraph or cable line in this state with appliances
for the transmission of messages, and engaged in the
business of furnishing telegraph service for compensation
as owner, lessee, or otherwise.

YFYetephone ecempany! mears A eoMpany ewrRineg er¥ eperatings
under iease or otherwiser any preperty in this state used
*n the bpbusiness eof eenveying messages by use of the
tetephene or any similar insErument er deviees

SECTION 2. A new section to chapter 57-06 of the North Dakota
Century Code is hereby created and enacted to read as follows:

Telecommunications service - Exceptions. Telecommunications

service does not include and the provisions of this chapter do not

apply to:
1.

The one-way transmission of radio or television signals

for broadcast purposes, including the one-way transmission
of video programming or other programming service by a
cable system as well as subscriber interaction, if any,
which is required for the selection of such video
programming or other programming service.

The purchase and resale of telecommunications service.

Home and business telephone terminal equipment.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 673

SENATE BILL NO. 2076
(Legislative Council)
(Iinterim Tax Administration Committee)

POLITICAL SUBDIVISIONS LEVY LIMITATIONS

AN ACT providing limitations on property tax levy increase authority
of political subdivisions; and to provide an effective date
and an expiration date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. Protection of taxpayers and taxing districts. Each taxing
district, with the exception of school districts, may levy the
lesser of the amount in dollars as certified in the budget of the
governing body, or the amount in dollars as allowed under
subsection 3 or 4, subject to the following:

1. No taxing district may levy more taxes expressed in
dollars than the amounts provided in this section.

2. For purposes of this section "base year" means the taxable
year with the highest amount levied in dollars in property
taxes of the three taxable years immediately preceding the
current taxable year.

3. A taxing district may elect to levy at most five percent
more in the current taxable year than the amount levied in
dollars in the taxing district's base year. The governing
body of the taxing district shall specifically approve by
resolution any levy of the additional percentage. Before
adding the increase, the dollar amount levied in the base
year must be:

a. Reduced by an amount equal to the sum determined by
the application of the current year's mill rate for
that taxing district to the final taxable valuation of
any property that is not included in the assessment
for the current year but was included in the
assessment for the base year.

b. Increased by an amount equal to the sum determined by
the application of the current year's mill rate for
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4.

that taxing district to the final taxable wvaluation of
any property that was not included in the assessment
for the base year but which 1is included in the
assessment for the current year.

c. Reduced to reflect expired temporary mill levy
increases authorized by the electors of the taxing
district.

A taxing district may levy an amount in dollars equal to
the amount levied in the base year reduced to reflect
expired temporary mill levy increases authorized by the
electors of the taxing district and increased by an amount
equal to the sum determined by the application of any mill
levies authorized by law but not levied by the governing
body of the taxing district for the base year and any mill
levies specifically authorized by the electors of that
taxing district but not levied for the base year to the
taxable valuation of the taxable property in that taxing
district. A taxing district electing to increase its levy
under this subsection may not add the percentage increase
permitted by subsection 3 to the amount levied pursuant to
this subsection.

A taxing district may increase its levy in dollars to
reflect new or increased mill levies authorized by the
legislative assembly or authorized by the electors of the
taxing district.

Under the provisions of this section a taxing district may
supersede any applicable mill levy 1limitations otherwise
provided by law, or a taxing district may levy up to the
mill levy limitations otherwise provided by law without
reference to this section, but the provisions of this
section do not apply to the following:

a. Any irrepealable tax to pay bonded indebtedness levied
pursuant to section 16 of article X of the
Constitution of North Dakota.

b. The one-mill 1levy for the state medical center
authorized by section 10 of article X of the
Constitution of North Dakota.

The limitation on the amount that may be levied by a
taxing district pursuant to this section does not apply to
school districts.

This section does not apply to any city or county that has
adopted a home rule charter unless the provisions of the
charter specifically provide that state laws related to
property tax levy limitations will apply.
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SECTION 2. School district levy limits. Any school district may
increase its levy for the purposes listed in section 57-15-14.3 by
at most five percent in the current taxable year from the amount
levied in dollars in its base year. In the alternative, but not in
addition, any school district whose electorate has approved a
specified levy for prior years and which district did not levy up to
the authorized level of that specified levy, may levy the difference
between the levy authorized and the amount levied the preceding year
for that purpose in addition to the maximum levy allowable under
section 57-15-14. For purposes of this section "base year" means
the taxable year with the highest amount levied in dollars in
property taxes of the three taxable years immediately preceding the
current taxable year.

SECTION 3. EFFECTIVE DATE - EXPIRATION DATE. This Act is
effective for the first two taxable years beginning after
December 31, 1986, and is thereafter ineffective.

Approved April 7, 1987
Filed April 9, 1987
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CHAPTER 674

SENATE BILL NO. 2081
(Legislative Council)
(Interim Transportation Committee)

COUNTY ROAD PROGRAM LEVY

AN ACT to amend and reenact section 57~15-06.3 of the North Dakota
Century Code, relating to the county road program of
farm-to-market and federal-aid roads; and to provide for
partial retroactive application.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-15-06.3 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-15-06.3. County road program of farm-to-market and federal-aid roads
- Tax levy - Use of excess funds.

1. The board of county commissioners of any county may
prepare a proposed county construction program of
farm-to-market and federal-aid roads on the county road
system, setting forth a general description of the roads
to be constructed, the location of bridges constituting a
part of the program, the approximate total mileage, and
the priority of construction. After approval of the
program by the state highway department and the federal
highway administration, the board may submit the program
to the electors of the county with the question of levying
a tax not exceeding the limitation in subsection 17 of
section 57-15-06.7 for the completion of the program by
matching, from the proceeds of the tax, federal funds
available for federal-aid, secondary and feeder roads,
farm-to-market roads, and all roads as provided for under
federal-aid highway acts. If the majority of the electors
voting on the question approved the program and levy, the
board shall levy a tax not in excess of fifteen mills.
The proeceeds eof the tax shall be used; execept as previded
in this seetiteny enty fer matehing federal aid available
for +the pregram whieh shalil be the effieinl eounty read
pregrams
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2. If the board of county commissioners determines that a
substantial change is necessary in the details of the
program of farm-to-market and federal-aid roads previously
approved by the electors of the county, the board shall
set a date for a public hearing on the proposed amendment
to the program. Notice shall be published in the official
newspaper of the county once a week for three consecutive
weeks before the date of public hearing. The board, after
approval of the amendment by the state highway department
and the federal highway administration, may officially
amend the program. The program, as amended by the board,
shall become the official county road program.

3. The board of county commissioners may change the program
if the program has not been completed within ten years of
the election establishing the program and the board
complies with the requirements specified for changes in
the original designation of a county road system under
section 24-05-16.

4. Any proceeds of a tax levy in excess of the amount needed
to match federal funds in any year may be wused by the
county, at any time the proceeds may become available, for
providing paved or any other type of road surfacing on, or
for maintenance of, roads included within the county road
program for which the tax levy was originally made.

SECTION 2. PARTIAL RETROACTIVE APPLICATION OF ACT.
Subsection 3 of section 57-15-06.3, originally enacted as
subsection 2 of section 57~15-06.3 Dby chapter 569 of the 1981
Session Laws of North Dakota, is retroactive to road programs that
were the subject of elections held before July 1, 1981.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 675

SENATE BILL NO. 2153
(Committee on Political Subdivisions)}
(At the request of the Bank of North Dakota)

COUNTY LOAN REPAYMENT LEVIES

AN ACT to amend and reenact subsection 27 of section 57-15-06.7 of
the North Dakota Century Code, relating to exceptions to
county tax levy limitations.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 27 of section 57-15-06.7
of the 1985 Supplement to the North Dakota Century Code 1is hereby
amended and reenacted to read as follows:

27. A county levying a tax to repay a loan frem the Bank of
Nerth Baketa according to section 57-47-04 may levy a tax
not to exceed three mills.

Approved March 12, 1987
Filed March 16, 1987



TAXATION CHAPTER 676 1635

CHAPTER 676

HOUSE BILL NO. 1415
(Representatives A. Olson, Myrdal, Smette)
(Senator Vosper)

COUNTY FAIR LEVIES

AN ACT to «create and enact three new subsections to 57-15-06.7 of
the North Dakota Century Code, relating to county tax levies
for county fair associations which are in addition to the
general fund levy; to amend and reenact sections 4-02-26,
4-02-27, 4-02-27.1, 4-02-37, 11-11-24, 18~07-01, and
57-15-06.8 of the North Dakota Century Code, relating to
county fair association tax levies and county tax levies and
limitations not in addition to the general fund levy; and to
provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 4-02-26 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

4-02-26. County fairs - Organized when - Aiding. A county fair
association may be organized in any county having taxable property
of a taxable valuation of not less than seven hundred fifty thousand
dollars. The executive officers and directors shall be residents of
the county. The association may apply to the board of county
commissioners of the county for a grant to aid in the erection of
suitable buildings and other improvements to accommodate its patrons
and exhibits, and to pay premiums and expenses that may be awarded
on such exhibits at any fair. An application for the grant shall be
in writing and shall state the incorporation of the association, the
names and places of residence of all its executive officers, and the
ownership of real property in the county sufficient in area for the
purpose of its fair and of the value of at least twenty-five hundred
dollars. If the board of county commissioners is satisfied that the
statements in the application are true and that the association
intends in good faith to hold a fair within the county annually for
the exhibition of agricultural, horticultural, mechanical, and
manufactured products of the county, and of such articles as are
usually exhibited at fairs, it may levy for the first year's grant
of aid a tax not exceeding the limitation in subkseetien 1 of seetien
57-35-66=8 section 57-15-06.7 which shall be collected as other
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taxes are collected. If the tax is 1levied, the board of county
commissioners shall pay to the secretary of the association, not
later than July thirty-first thereafter, the amount of the tax
levied and shall take the receipt of the association therefor.

SECTION 2. AMENDMENT. Section 4-02-27 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

4-02-27. Reports required of county fair associations - Tax levies for
support thereof. Any county fair association receiving the aid
provided for in this chapter, at the regular meeting of the board of
county commissioners held in the month of January following the
holding of such county fair, shall make a full report to the board
of all moneys received by it from all sources and of all
disbursements. The report shall show the amount of the debts and
the amount of moneys in the treasury of the association, and the
amount of any deficit after the payment of its expenses, and shall
contain an estimate of the amount, if any, which it will be
necessary to raise above the estimated ordinary receipts of the
association for the purposes of its fair for the ensuing year. The
report and estimate :shall be verified by the oath of the president,
or vice president, the secretary, treasurer, and a majority of the
board of directors of the association. After the filing and
approval of the report, the board of county commissioners shall levy
a tax for the current year equal to the estimate contained in the
association's report, if the report filed shows that the funds have
been expended legally and if the levy is approved by the voters.
The tax levied for the current year shall not exceed the limitation
in subseetien 2 ef seetien 57-15-06-8 section 57-15-06.7, and the
amount levied shall be paid to the association as provided in
section 4-02-26.

SECTION 3. AMENDMENT. Section 4-02-27.1 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

4-02-27.1. Additional levy authorized. The Dboard of county
commissioners may, by appropriate resolution, submit to the electors
of the county at the next special or general election, the gquestion
of whether an annual tax levy, in addition to the levy provided in
section 4-02-27, shall be authorized for the purposes of aiding a
county fair association. If an additional levy is approved by the
electors, the board of county commissioners may make the additional
annual levy, not to exceed the limitation in subseetien 3 ef seetien
£7-35-06-8 section 57~15-06.7, and disburse the proceeds in the
manner provided in section 4-02-27 for the levy and disbursement of
other county fair association aid funds. The failure of the
electors to approve any additional mill 1levy under this section
shall not be construed as invalidating a levy approved prior to the
election.
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SECTION 4. AMENDMENT. Section 4-02-37 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

4-02-37. Multicounty fairs - Organized when - Tax levy. A county
fair association may be organized in two or more counties having
taxable property of a taxable valuation of not less than seven
hundred fifty thousand dollars. The executive officers and
directors shall be residents of the counties. The association may
apply to the boards of county commissioners of the counties for a
grant to aid 1in the erection of suitable buildings and other
improvements to accommodate its patrons and exhibits, and to pay
premiums and expenses that may be awarded on such exhibits at any
fair. An application for the grant shall be in writing and shall
state the incorporation of the association, the names and places of
residence of all its executive officers, and the ownership of real
property in one of the counties sufficient in area for the purpose
of its fair and the value of at least twenty-five hundred dollars.
If the boards of county commissioners are satisfied that the
statements in the application are true and that the association
intends in good faith to hold a fair within one of the counties
annually for the exhibition of agricultural, horticultural,
mechanical, and manufactured products of the county, and of such
articles as are usually exhibited at fairs, it may levy for the
first vyear's grant of aid a tax not exceeding the limitation in
subseetion 4 ef section 57-15~06.8, and it shall Dbe collected as
other taxes are collected. If the tax is levied, the boards of
county commissioners shall pay to the secretary of the association,
not later than July thirty-first thereafter, the amount of tax
levied and shall take the receipt of the association therefor. A
multicounty fair association authorized by this section and the
boards of county commissioners of such counties, may do all the
things allowed by law that a county fair association organized under
section 4-02-26 may do.

SECTION 5. AMENDMENT. Section 11-11-24 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

11-11-24. Limitation on tax levy for extraordinary expenditure. The
rate of tax levied by the board of county commissioners for an
extraordinary outlay of money may not exceed the limitation in
subseetion b ef section 57-15-06.8. When the object is to establish
a building fund to aid in the erection of public buildings, the rate
shall be such as to raise the fund within six years, and the total
sum to be so raised, including the then existing indebtedness of the
county, shall not exceed five percent of its assessed valuation. A
special tax 1levied under this chapter, after becoming delingquent,
shall draw the same rate of interest as ordinary taxes.

SECTION 6. AMENDMENT. Section 18-07-01 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:
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18-07-01. Petition to board of county commissioners to establish
firebreaks - Tax levied. Whenever a petition asking that firebreaks be
established in a county is signed by at least ten percent of the
qualified electors of the county, as determined by the number of
votes cast for the office of governor at the last preceding general
election, and is presented to the board of county commissioners, the
board, at the time of levying other taxes in each year, may levy an
amount not exceeding the limitation in subseetien & e£f section
57-15-06.8 for the purpose of making firebreaks in the county. The
money collected as a result of the levy shall be known as the
"firebreak fund".

SECTION 7. Three new subsections to section 57-15-06.7 of the
1985 Supplement to the North Dakota Century Code are hereby created
and enacted to read as follows:

Counties levying a tax for county fairs according to
section 4-02~26 may levy a tax not exceeding one=half of
one mill.

Counties levying a tax according to section 4-02-27 for a
county fair association may levy a tax not exceeding one
mill.

Counties levying a tax in accordance with section
4-02-27.1 for a county fair association may levy a tax not
exceeding one-half mill.

SECTION 8. AMENDMENT. Section 57-15-06.8 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-15-06.8. County tax levies and limitations not in addition to the
general fund levy. The following mill levies, expressed as mills on
the dollar of taxable valuation of property within the county, may
be levied by counties but are not excepted from the general mill
levy limitations of section 57-15-06:

1. €Eeunties levying a £arR for ecounty f£airs aecording te
seetien 4-02-26 may levy & tax net exHeeeding one-haif eof
ene mili-

2= Eeunties levying a tax according te seetion 4-02-27 feor a

eounty fair¥ asseeiation may levy a taH nret exeeeding ene
mEdde

3= Eeunties tevying a tax 3in aceerdanee with seetien
4-02-27-2 fer a eounty fair asseeiatien may *evy a £ax net€
exeeeding ene-hatf miti-
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4
5= 2.
6= 3

Counties levying a tax for multicounty fairs according to
section 4-02-37 may levy a tax not exceeding one-half of
one mill.

Counties levying a tax for extraordinary expenditures
according to section 11-11-24 may levy a tax not exceeding
five mills.

Counties levying a tax to establish firebreaks according
to section 18-07-01 may levy a tax not exceeding five
mills.

SECTION 9. EFFECTIVE DATE. This Act is effective for taxable
years beginning after December 31, 1986.

Approved March 19, 1987
Filed March 20, 1987
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CHAPTER 677

HOUSE BILL NO. 1449
(Representatives Wald, Goetz)
(Senator Waldera)

CITY JOB DEVELOPMENT AUTHORITIES

AN ACT to provide authority for the creation and operation of city
job development authorities; to create and enact a new
subsection to section 57-15-10 of the North Dakota Century
Code, relating to a city tax levy for operation of a city job
development authority; and to amend and reenact subsection 29
of section 57-15-06.7 of the North Dakota Century Code,
relating to county tax levies for support of job development
authorities.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. City job development authority - Board of
directors member gqualifications. The governing body of a city, by
resolution, may create a job development authority for the city, or
may discontinue a job development authority which has been created
for the city. Before a resolution is adopted to create a city job
development authority, the governing body of the city shall hold a
public hearing *to provide interested persons an opportunity to be
heard. Notice of the time, place, and purpose of the hearing must
be published not less than thirty days prior to the hearing in the
official newspaper of the city. 1If the authority is created, the
question of discontinuing the authority may be placed on the ballot
at the next regular election by petition signed by electors of the
city equal in number to ten percent of the votes cast in the city
for the office of governor in the last general election. The
petition must be presented to the governing body of the city not
later than thirty days after the adoption of the resolution creating
the city job development authority. The question of discontinuing
the authority requires a majority of the electors voting on the
question for passage. If the authority is created, the governing
body of the city shall appoint a board of directors. The members
shall be appointed without regard to political affiliation and upon
their fitness to serve as members by reason of character,
experience, and training.

SECTION 2. Members of the city job development authority
board of directors - Term of office - Oath - Expenses. The members
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of the city job development authority board of directors shall serve
for a term of three years or until their successors are duly
qualified. Terms of office shall begin on January first and shall
be arranged so that the terms of office of approximately one~third
of the members expire on December thirty-first each year. Each
member of the board shall gqualify by taking the oath provided for
civil officers. The oath shall be filed with the city auditor.

The board of directors shall annually elect members to serve

as chairman, vice chairman, secretary, and treasurer. They shall
also select an executive committee with such powers and duties as
may be delegated by the board of directors. Members may be

reimbursed from funds available to the authority for mileage and
expenses at the rates provided for state employees in sections
44-08-04 and 54-06-09 but members may receive no compensation for
service.

SECTION 3. Powers and duties of city job development
authorities. The city job development authority shall wuse its
financial and other resources to encourage and assist in the
development of employment within the city. In fulfilling this
objective, the job development authority may exercise the following

powers:

l. To sue and be sued.

2. To make and execute contracts and other instruments
necessary or convenient to the exercise of the powers of

the authority.

3. To hire professional personnel skilled in seeking and
promoting new or expanded opportunities within the city.

4. To make, amend, and repeal resolutions consistent with the
provisions of this chapter as necessary to carry into
effect the powers and purposes of the authority.

5. To acquire by gift, trade, or purchase, and to hold,
improve, and dispose of real or personal property.

6. To certify a tax levy as provided in section 4 of this Act
and to expend moneys raised by the tax for the purposes
provided in this Act.

7. To insure or provide for insurance of any real or personal
property in which the authority has an insurable interest.

8. To invest any funds held by the authority.

9. To cooperate with political subdivisions in exercising any
of the powers granted by this section.

10. To exercise any other powers necessary to carry out the
purposes and provisions of this Act.
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SECTION 4. Tax levy for city job development authorities.
The governing body of a city which has a city job development
authority shall establish a city job development authority fund and
levy a tax not exceeding the limitation in section 6 of this Act.
The city auditor shall keep the fund separate from other money of
the city and transmit all funds received under this section within
thirty days to the board of directors of the city job development
authority. The funds when paid to the city job development
authority shall be deposited in a special account in which other
revenues of the city job development authority are deposited and may

be expended by the city job development authority as provided in
sections 2 and 3 of this Act.

In lieu of establishing a job development authority, the
governing body of a city where an active industrial development
organization exists may levy a tax not exceeding the limitation in
section 6 of this Act. The funds from the alternative levy may be
used to enter into a contract with the industrial development
organization for performance of the functions of a city job
development authority.

SECTION 5. AMENDMENT. Subsection 29 of section 57-15-06.7
of the 1985 Supplement to the North Dakota Century Code 1is hereby
amended and reenacted to read as follows:

29. A county levying a tax for a job development authority as
provided in section 11-11.1-04 or for the support of an
industrial development organization as provided in section
11-11.1-06 may levy a tax not exceeding four mills on the
taxable valuation of property within the county, unless
any city within the county is levying a tax for support of
a job development authority or for support of an
industrial development organization, in which case the
county tax levy under this subsection may be applied only
against the taxable valuation of property outside the
limits of any city levying a tax under section 6 of this
Act.

SECTION 6. A new subsection to section 57-15-10 of the 1985
Supplement to the North Dakota Century Code is hereby created and
enacted to read as follows:

Taxes levied for a city job development authority as
provided in section 4 of this Act may be levied in an
amount not exceeding four mills.

Approved March 27, 1987
Filed March 30, 1987
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CHAPTER 678

SENATE BILL NO. 2085
(Lips)

PARK AND RECREATION LEVY

AN ACT to provide mill 1levy authority for support of parks and
recreational facilities; and to create and enact a new
subsection to section 57-15-12.2 of the North Dakota Century
Code, relating to park district tax levy limitations.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. Tax levy for parks and recreational facilities. A board of
park commissioners established pursuant to chapter 40-49, may levy
taxes annually not exceeding the limitation in section 2 of this Act
for a fund for the purpose of acquiring real estate as a site for
public parks, construction of recreational facilities, renovation
and repair of recreational facilities, and the furnishing of

recreational facilities. The tax 1is to be levied, spread, and
collected in the same manner as are other taxes in the park
district. The question of whether the levy is to be discontinued

shall be submitted to the qualified electors at the next regular
election wupon petition of twenty-five percent of the qualified
electors voting in the last regular park district election, if the
petition 1is filed not less than sixty days before the election. If
the majority of the gualified electors vote to discontinue the levy,
it may not again be levied without a majority vote of the qualified
electors at a later regular election on the gquestion of relevying
the tax, which question may be submitted upon petition as above
provided or by decision of the governing board.

SECTION 2. A new subsection to section 57-15-12.2 of the
North Dakota Century Code is hereby created and enacted to read as
follows:

A park district levying a tax for parks and recreational
facilities in accordance with section 1 of this Act may
levy a tax not exceeding five mills.

Approved March 26, 1987
Filed March 30, 1987
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CHAPTER 679

HOUSE BILL NO. 1529
(Representatives O'Connell, Gates, Brokaw)
(Senators Lips, Wogsland, Thane)

SCHOOL FUND TRANSFERS

AN ACT to create and enact a new subsection to section 57-15-17 of
the North Dakota Century Code, relating to transfers by school
districts of wunobligated funds from the building fund to the
general fund; and to declare an emergency.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. A new subsection to section 57-15-17 of the North
Dakota Century Code 1is hereby created and enacted to read as
follows:

Whenever collections from the taxes levied for the current
budget and other income are insufficient to meet the
requirements for general operating expenses, a majority of
the governing body of a school district may transfer
unobligated funds from the school building fund into the
general fund of the school district if the school district
has 1issued certificates of indebtedness equal to fifty
percent of the outstanding uncollected dgeneral fund
property tax. No school district may transfer funds from
the school building fund into the general fund for more
than two years.

SECTION 2. EMERGENCY. This Act. is declared to be an
emergency measure and 1is in effect upon 1its filing with the
secretary of state or on a date specified in this Act.

Approved April 1, 1987
Filed April 2, 1987
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CHAPTER 680

HOUSE BILL NO. 1675
(Representatives Strinden, A. Olson, Myrdal)
(Senator Heigaard)

(Approved by the Committee on Delayed Bills)

ASBESTOS ABATEMENT LEVY

AN ACT to <create and enact a new section to chapter 57-15 of the
North Dakota Century Code, relating to a school district mill
levy for asbestos abatement.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. A new section to chapter 57-15 of the North Dakota
Century Code is hereby created and enacted to read as follows:

Multiyear asbestos abatement levy by school district.

1.

The governing body of any public school district may by
resolution adopted by a two-thirds vote of the school
board dedicate a tax levy for purposes of this section of
not exceeding fifteen mills on the dollar of taxable
valuation of property within the district for a period not
longer than fifteen years. The school board may authorize
and issue general obligation bonds to be paid from the
proceeds of this dedicated 1levy for the purpose of
providing funds for the removal of asbestos substances
from school buildings and for any repair, replacement, or
remodeling that results from removal of asbestos
substances.

All revenue accruing from the levy under this section must
be placed in a separate fund known as the asbestos
abatement fund and must be accounted for within the
capital projects fund group and disbursements must be made
from such funds within this fund group for the purpose of
asbestos abatement.

Any moneys remaining in the asbestos abatement fund after
completion of the principal and interest payments for any
bonds issued for any school asbestos abatement project
must be transferred to the general fund of the school
district upon the order of the school board.

Approved April 4, 1987
Filed April 6, 1987
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CHAPTER 681

SENATE BILL NO. 2246
(Committee on Social Services and Veterans Affairs)
(At the request of the Department of Human Services)

SENIOR CITIZEN PROGRAM GRANTS

AN ACT to amend and reenact subsection 5 of section 57~15-56 of the
North Dakota Century Code, relating to the state matching
program for senior citizen programs and activities.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 5 of section 57-15-56 of
the 1985 Supplement to the North Dakota Century Code is hereby
amended and reenacted to read as follows:

5. The department of human services ghall match funds levied
by counties and cities for senior citizen programs and
activities operated pursuant to this section. The grants
shall be made on or before March first of each year and
shall be equal to the amount levied for the previous
taxable year by each county or city within the limitations
of legislative appropriations, provided that no such grant
may be made to any county or city which has not filed with
the department of human services a required written report
verifying that grant funds received in the previous year
under this subsection have been budgeted for the same
purposes permitted for the expenditure of proceeds of a
tax levied under this section. The written report must be
received by the department of human services on or before
February first of each year following a year in which the
reporting county or city received grant funds under this
subsection.

Approved March 20, 1987
Filed March 23, 1987
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CHAPTER 682

SENATE BILL NO. 2440
(Senator Lodoen)
(Representative Lindgren)

LAW ENFORCEMENT FACILITIES

AN ACT to create and enact section 57~15-59 of the North Dakota
Century Code, relating to counties and c¢ities entering into
long~term leases and dedicating taxes for regional, county, or
municipal correction centers and law enforcement facilities.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. Section 57-15-59 of the North Dakota Century Code
is hereby created and enacted to read as follows:

57-15-59. Counties and cities authority to enter leases for correction and
law enfercement facilities and dedicate mill levies. Notwithstanding any other
provision of law, counties and cities, including home rule counties
and cities, may upon a two-thirds vote of the governing body enter
into leases for correction centers, jails, and other law enforcement
facilities for a term of one year or more but not exceeding twenty
years. At the time of entering into such a lease, the governing
body shall dedicate the necessary annual mill levies to fund the
lease payments, and such dedicated mill levies shall be irrepealable
for the length of the lease. The governing body may levy and
dedicate a levy of up to ten mills for such purposes, and this levy
is in addition to any mill levy limitations established by law or by
a home rule charter. 1If a governing body enters into a lease with
annual payments from revenue from a levy under this section,
payments due under the lease are a general obligation of the county
or city and backed by the full faith and credit of the county or
city. A certified copy of the lease and resolution dedicating a
levy under this section must be filed with the county auditor, who
shall annually levy the mills set forth in the resolution for the
entire term of the lease, unless the governing body provides the
county auditor with a certified copy of a resolution providing that
the county or city has funds available for all or part of the next
year's lease payment and that no part or only a portion of the mills
originally dedicated to the lease payment need to be levied for that
year.

Approved March 20, 1987
Filed March 23, 1987
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CHAPTER 683

SENATE BILL NO. 2370
(Dotzenrod)

PROPERTY TAX DUE DATE

AN ACT to provide that payment of property taxes that fall due on a
day on which the county treasurer's office is not open may be
made on the first following day on which the office is open.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. Extension of due date for property taxes when county
treasurer's office is closed. When the due date for full or installment
payment of any property taxes or special assessments falls on a day
on which the county treasurer's office is not open for business, the
payment may be made on the first day following on which the office
is open without penalty or loss of discount.

Approved March 20, 1987
Filed March 23, 1987
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CHAPTER 684

HOUSE BILL NO. 1679
(Strinden)
(Approved by the Committee on Delayed Bills)

AIR CARRIER COMPANY TAXES

AN ACT to amend and reenact sections 57-32-01.2 and 57-32-04 of the
North Dakota Century Code, relating to the assessment and
allocation of the tax on air carrier transportation companies;
and to repeal section 57-32-01.3 of the North Dakota Century
Code, relating to allocation of wvalue of air carrier
transportation companies.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-32-01.2 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-32-01.2. Method of valuation. All of the operative property
within North Dakota of each air carrier transportation company which
is defined as real property under section 57-02-04 shall be valued
for assessment purposes by the tax commissioner and the state board
of equalization erd a pertien ef €he £etat valuatien shaii be
atlieeated to *he state ef NertkR Daketa. For the purpose of
determining the value of the operative property within North Dakota
of each air transportation company, the tax commissioner and the
state board of equalization shall take into consideration #%he
eriginat eest and repiacement eest ef £the preperty; depreezations
ebseleseenee; the ea¥ning pewer of <the preperty as shewrn by the
cempARY-S greas earnings aAnd Ret eperating ineeme; £he market er
aetuat vaiue eof the eempanyls steck and bends and ether liabiiities;
and sueh ether legally established evidences of value as shait} that
enable the tax commissioner and the state board of equalization to
make a just and equitable assessment.

SECTION 2. AMENDMENT. Section 57-32-04 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:
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57-32-04. Allocation of tax. The taxes imposed by this chapter
upon express companies shall be collected by the state treasurer and
deposited in the state general fund.

The taxes 1imposed by this chapter upon air transportation
companies shall be deposited with the state treasurer, who shall
credit the same to the air transportation fund, but within ninety
days after receipt thereof, these funds shall be allocated and
remitted as herein provided by the state treasurer to the cities or
municipal airport authorities where such transportation companies
make regularly scheduled landings. The taxes collected from each
sueh company shall be allocated to each city or municipal airport
authority where sueh that company makes regularly scheduled landings
acecording te the ratie that the annual gress ianding weight ef <€he
eempany £e¥ sueh eity or munieipal airpert autherity bears te the
tetal annuat gress tranding weight of the compeany for mil eities eor
munieipat airpert aAuntherities where it makes regulariy scheduted
tandingss The annua: gress tanding weight of a eempany £fox a ety
er munieipa: airpert autherity shaii be ecemputed by (33 mul&ipiying
the certified itanding weight for each piane ef the eempany by the
number of landings made by i+t during the preceding ealendar year a€
the eity er munieipal airpert authoritys and {23y adding together the
amenrt se eemputed fer each sueh plane: The annuat gress landing
weight ef a eompany fer atl eities and munieipai airpeort Autherities
shati be the tetal of the annuat gress randing weight of the ecempany
£for each eity or munieipal airpert autherity in whieh i%¥ made
regutarty sehedulted itandings- The eertified landing weight of a
ptane skhai: be the ianding weight as ecertified by the £federal
aviatien ageney by multiplying the total tax collected by a
fraction, the numerator of which is the value of the company's
property at a given city or municipal airport and the denominator of
which is the total value of the property 1located in North Dakota
that is subject to the assessment. It shall be the duty of the tax
commissioner to certify to the state treasurer the names of such air
transportation companies and the amount of tax of each company that
shall be allocated by the state treasurer to each ¢ity or municipal
airport authority.

SECTION 3. REPEAL. Section 57-32-01.3 of the North Dakota
Century Code is hereby repealed.

Approved April 10, 1987
Filed April 14, 1987
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CHAPTER 685

SENATE BILL NO. 2103
(Mathern)

TOBACCO PRODUCTS EXCISE TAX

AN ACT to amend and reenact subsection 1 of section 57-36-25,
subsections 1 and 2 of section 57-36-26, and subsection 1 of
section 57-36~28 of the North Dakota Century Code, relating to
the excise tax and consumer's use tax on cigars, snuff, and
other tobacco products.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 1 of section 57-36-25 of
the 1985 Supplement to the North Dakota Century Code is hereby
amended and reenacted to read as follows:

1. There 1is hereby levied and assessed upon all cigars,
snuff, and other tobacco products, sold in this state an
excise tax at the rate of eteven twenty percent of the
wholesale purchase price at which such cigars, snuff, and
other tobacco products are purchased by distributors. For
the purposes of this section the term "wholesale purchase
price" shall mean the established price for which a
manufacturer sells cigars, snuff, or other tobacco
products to a distributor exclusive of any discount or
other reduction. The proceeds of such tax, together with
such forms of return and in accordance with such rules and
regulations as the tax commissioner may prescribe, shall
be remitted to the tax commissioner by the distributor on
a calendar quarterly basis on or before the tenth day of
the month following the quarterly period for which paid.
The tax commissioner shall, however, have authority to
prescribe monthly returns upon the request of the licensee
distributor and such returns accompanied with remittance
shall be filed before the tenth day of the month following
the month for which the returns are filed.

SECTION 2. AMENDMENT. Subsections 1 and 2 of section
57-36-26 of the North Dakota Century Code are hereby amended and
reenacted to read as follows:
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There is hereby levied and assessed upon all cigars,
snuff, and other tobacco products, purchased in another
state and brought into this state by a dealer for the
purpose of sale at retail, an excise tax at the rate of
eteven twenty percent of the wholesale purchase price at
the time such products were brought into this state. For
the purposes of this section the term "wholesale purchase
price" shall mean the established price for which a
manufacturer sells cigars, snuff, or other tobacco
products to a distributor exclusive of any discount or
other reduction; provided, that the dealer may elect to
report and remit the <tax on his cost price of such
products rather than on the wholesale purchase price. The
proceeds of such tax, together with such forms of return
and 1in accordance with such rules and regulations as the
tax commissioner may prescribe, shall be remitted to the
tax commissioner by the dealer on a calendar quarterly
basis on or before the tenth day of the month following
the gquarterly period for which it 1is paid. The tax
commissioner shall have the authority to place any dealer
on an annual remittance basis when in the judgment of the
tax commissioner the operations of the dealer merit such a
remittance period. In addition, the tax commissioner
shall have the authority to permit the consolidation of
the filing of a dealer's return when the dealer has more
than one location and thereby would be required to file
more than one return.

If c¢igars or snuff or other tobacco products have been
subjected already to a tax by any other state 1n respect
to their sale in an amount less than the tax imposed by
this section, the provisions of this section shall apply,
but at a rate measured by the difference only between the
rate fixed in this section and the rate by which the
previous tax upon the sale was computed. If the tax
imposed in such other state is eteven twenty percent of
the wholesale purchase price or more, then no tax shall be
due on such article. The provisions of this subsection
shall apply only if such other state allows a tax credit
with respect to the excise tax on cigars, snuff, and other
tobacco products imposed by this state which is
substantially similar in effect to the credit allowed by
this subsection.

SECTION 3. AMENDMENT. Subsection 1 of section 57-36-28 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

1.

A tax 1is hereby imposed upon the use or storage by
consumers of cigars, snuff, and other tobacco products in
this state, and upon such consumers, at the rate of eieven
twenty percent of the cost to the consumer of such
products.

Approved April 21, 1987
Filed April 22, 1987



H
:
i
:

TAXATION CHAPTER 686 1653

CHAPTER 686

SENATE BILL NO. 2216
(Committee on Finance and Taxation)
(At the request of the Office of Management and Budget)

CIGARETTE TAX RATE

AN ACT to amend and reenact section 57-36-32 of the North Dakota
Century Code, relating to an additional tax on cigarettes.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-36-32 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

57-36-32. Separate and additional tax on the sale of cigarettes -
Collection - Allocation of revenue - Tax avoidance prohibited. There is
hereby levied and assessed and there shall be collected by the state
tax commissioner and paid to the state treasurer, upon all
cigarettes sold in this state, an additional tax, separate and apart
from all other taxes, of feur seven mills on each such cigarette, to
be collected as existing taxes on cigarettes sold are, or hereafter
may be, collected, by use of appropriate stamps and under similar
accounting procedures. No person, firm, or corporation shall
transport or bring or cause to be shipped into the state of North
Dakota any cigarettes as provided herein, other than for delivery to
wholesalers in this state, without first paying such tax thereon to
the state tax commissioner. All of the moneys collected by the
state treasurer under this section shall be credited to the state
general fund.

Approved March 20, 1987
Filed March 23, 1987
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CHAPTER 687

SENATE BILL NO. 2557
(Senator Heigaard)
(Representative Strinden)
(Approved by the Committee on Delayed Bills)

ADDITIONAL SALES TAX

AN ACT to create and enact a new section to chapter 57-39.2, a new
section to chapter 57-40.2, a new section to chapter 57-40.3,
and a new section to chapter 57-40.5 of the North Dakota
Century Code, relating to a separate and additional sales,
use, motor vehicle excise, and aircraft excise tax; to amend
and reenact section 57-36-32 of the North Dakota Century Code
as contained in section 1 of Senate Bill No. 2216, as approved
by the fiftieth legislative assembly, and subsections 7, 8,
and 9 of section 57-39.2-01, subdivision b of subsection 1 of
section 57-39.2-02.1, subsection 8 of section 57-40.2-01,
subsection 1 of section 57-43.1-02, subsection 1 of
section 57-43.2-02, and section 57-43.2-03 of the North Dakota
Century Code, relating to the tax imposed on cigarettes, motor
vehicle fuels, and special fuels and a special fuel tax
exemption for state and political subdivisions and to
imposition of sales and use taxes on cable television and
other video programming services; and to provide an expiration
date.

BE IT ENACTED BY THE LEGISLAT!IVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-36-32 of the North Dakota
Century Code, as contained in Section 1 of Senate Bill No. 22186, as
approved by the fiftieth legislative assembly, is hereby amended and
reenacted to read as follows:

57-36-32. Separate and additional tax on the sale of cigarettes -
Collection - Allocation of revenue - Tax avoidance prohibited. There is
hereby levied and assessed and there shall be collected by the state
tax commissioner and paid to the state treasurer, upon all
clgarettes sold in this state, an additional tax, separate and apart
from all other taxes, of seven eight and one-half mills on each such
cigarette, to be collected as existing taxes on cigarettes sold are,
or hereafter may be, collected, by use of appropriate stamps and
under similar accounting procedures. No person, firm, or
corporation shall transport or bring or cause to be shipped into the
state of North Dakota any cigarettes as provided herein, other than
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for delivery to wholesalers in this state, without first paying such
tax thereon to the state tax commissioner. All of the moneys
collected by the state treasurer under this section shall be
credited to the state general fund.

* SECTION 2. AMENDMENT. Subsections 7, 8, and 9 of section
57-39.2-01 of the North Dakota Century Code are hereby amended and
reenacted to read as follows:

7. "Retail sale" or "sale at retail" means the sale,
including the leasing or renting, to a consumer or to any
person for any purpose, other than for processing or for
resale, of tangible personal property; the sale of stean,
gas, cable television or other video programming
services, and communication service to retail consumers or
users; the ordering, selecting, or aiding a customer to
select any goods, wares, or merchandise from any price
list or <catalog, which the customer might order, or be
ordered for such customer to be shipped directly to such
customer; the sale or furnishing of hotel, motel, or
tourist court accommodations, tickets, or admissions to
any place of amusement, athletic event, or place of
entertainment including the playing of any machine for
amusement -or entertainment in response to the use of a
coin; and the sales of magazines and other periodicals.
By the term "processing" is meant any tangible personal
property including containers which it 1is intended, by
means of fabrication, compounding, manufacturing,
producing, or germination shall become an integral or an
ingredient, or component part of other tangible personal
property intended to be sold ultimately at retail. The
sale of an item of tangible personal property for the
purpose of incorporating it in or attaching it to real
property shall be considered as a sale of tangible
personal property for a purpose other than for processing;
the delivery of possession within the state of North
Dakota of tangible personal property by a wholesaler or
distributor to an out-of-state retailer who does not hold
a North Dakota retail sales tax permit or to a person who
by contract incorporates such tangible personal property
into, or attaches it to, real property situated in another
state shall not be considered a taxable sale if such
delivery of possession would not be treated as a taxable
sale 1in that state. As used in this subsection the word
"consumer"”" shall include any hospital, infirmary,
sanatorium, nursing home, home for the aged, or similar
institution that furnishes services to any patient or
occupant. The sale of an item of tangible personal
property to a purchaser who rents or leases it to a person
under a finance leasing agreement over the term of which
the property will be substantially consumed shall be
considered a retail sale if the purchaser elects to treat
it as such by paying or causing the transferor to pay the
sales tax thereon to the commissioner on or before the

* NOTE: Subsection 8 of section 57-39.2-01 was also amended
by section 1 of House Bill No. 1195, chapter 704.
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last day on which payments may be made without penalty as
provided in section 57-39.2-12.

"Retailer" includes every person engaged in the business
of leasing or renting hotel, motel, or tourist court
accommodations, and every person engaged in the business
of selling tangible goods, wares, or merchandise at
retail, or furnishing of steam, gas, cable television or
other wvideo programming services, and communication
services, or tickets or admissions to places of amusement,
entertainment, and athletic events including the playing
of any machine for amusement or entertainment in response
to the use of a coin, or magazines, or other periodicals;
and shall include any person as herein defined who by
contract or otherwise agrees to furnish for a
consideration a totally or partially finished product
consisting in whole or in part of tangible personal
property subject to the sales tax herein provided, and all
items of tangible personal property entering into the
performance of such contract as a component part of the
product agreed to be furnished under said contract shall
be subject to the sales tax herein provided and the sales
tax thereon shall be collected by the contractor from the
person for whom the contract has been performed in
addition to the contract price agreed upon, and shall be
remitted to the state in the manner provided in this
chapter; and shall include the state or any municipality
furnishing steam, gas, or communication service to members
of the public in 1its proprietary capacity. For the
purpose of this chapter, retailer shall also include every
clerk, auctioneer, agent, or factor selling tangible
personal property owned by any other retailer.

"Sale" means any transfer of title or possession, exchange
or barter, conditional or otherwise, in any manner or by
any means whatever, for a consideration, and includes the
furnishing or service of steam, gas, cable television or
other video programming services, or communication, the
furnishing of hotel, motel, or tourist court
accommodations, the furnishing of tickets or admissions to
any place of amusement, athletic event, or place of
entertainment including the playing of any machine for
amusement or entertainment in response to the use of a
coin, and sales of magazines and other periodicals.
Provided, the words "magazines and other periodicals" as
used in this subsection do not include newspapers nor
magazines or periodicals that are furnished free by a
nonprofit corporation or organization to its members or
because of payment by its members of membership fees or
dues.

* SECTION 3. AMENDMENT. Sudivision b of subsection 1 of

section 57-39.2-02.1 of the North Dakota Century Code 1is hereby
amended and reenacted to read as follows:

* NOTE: Section 57-39.2-02.1 was also amended by section 1

of Senate Bill No. 2406, chapter 707.
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b. The furnishing or service of gas, cable television or
other video programming services, communication
services, or steam other than steam used for
processing agricultural products.

SECTION 4. A new section to chapter 57-39.2 of the North
Dakota Century Code 1is hereby created and enacted to read as
follows:

Separate and additional tax on retail sales. There is imposed
a tax of one-half of one percent, in addition to any other tax
provided by law, upon the gross receipts of retailers from all sales
at retail which are taxable under this chapter. In the case of any
contract for the construction of highways, roads, streets, bridges,
and buildings awarded prior to July 1, 1987, the contractor
receiving the award is liable only for the sales tax at the rate of
tax in effect on the date of the contract.

SECTION 5. AMENDMENT. Subsection 8 of section 57-40.2-01 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

8. "Tangible personal property" means:

a. Tangible goods, wares, and merchandise, and gas, cable
television or other video programming services, when
furnished or delivered to consumers or users within
this state.

b. The leasing or renting of tangible personal property,
the sale, storage, use, or consumption of which has
not been previously subjected to a retail sales or use
tax in this state.

c. The purchase of magazines or other periodicals.
Provided, the words "magazines and other periodicals”
as used in this subdivision do not include newspapers
nor magazines or periodicals that are furnished free
by a nonprofit corporation or organization to its
members or because of payment by its members of
membership fees or dues.

d. The severance of sand or gravel from the soil.

SECTION 6. A new section to chapter 57-40.2 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

Separate and additional use tax. An excise tax is imposed on
the storage, use, or consumption in this state of tangible personal
property purchased at retail for storage, use, or consumption in
this state, at the rate of one-half of one percent of the purchase
price of the property. An excise tax is imposed on the storage,
use, or consumption in this state of tangible personal property not
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originally purchased for storage, use, or consumption in this state
at the rate of one-half of one percent of the fair market value of
the property at the time it was brought into this state. The tax
imposed under this section applies to any activity that is taxable
under this chapter and the tax imposed under this section is in
addition to any other tax imposed by law. In the case of any
contract for the construction of highways, roads, streets, bridges,
and buildings awarded prior to July 1, 1987, the contractor
receiving the award is liable only for the use tax at the rate of
tax in effect on the date of the contract.

SECTION 7. A new section to chapter 57-40.3 of the North
Dakota Century Code 1is hereby created and enacted to read as
follows:

Separate and additional motor vehicle excise tax. There is
imposed an excise tax at the rate of one-half of one percent on the
purchase price of any motor vehicle purchased or acquired either in
or outside of the state of North Dakota for use on the streets and
highways of this state and required to be registered under the laws
of this state. The tax imposed under this section is in addition to
any other tax provided by law.

SECTION 8. A new section to chapter 57-40.5 of the North
Dakota Century Code 1is hereby created and enacted to read as
follows:

Separate and additional aircraft excise tax. There is imposed
an _excise tax at the rate of one-half of one percent on the purchase
or lease of any aircraft which is otherwise taxable under this
chapter. The tax imposed by this section 1is in addition to any
other tax provided by law.

SECTION 9. AMENDMENT. Subsection 1 of section 57-43.1-02 of
the 1985 Supplement to the North Dakota Century Code is hereby
amended and reenacted to read as follows:

1. Except as otherwise provided in this section, a tax of

thirteen seventeen cents per gallon ([3.79 liters] is
imposed on all motor vehicle fuel sold or used in this
state.

SECTION 10. AMENDMENT. Subsection 1 of section 57-43.2-02

of the 1985 Supplement to the North Dakota Century Code 1is hereby
amended and reenacted to read as follows:

1. An excise tax of thirteen seventeen cents per gallon [3.79
liters] is imposed on the sale or delivery of special fuel
to any special fuel user, except that special fuel to be
used for heating, agricultural, or railroad purposes or
for industrial purposes other than in the performance of a
contract with any unit of government is exempt from the
tax imposed by this chapter, provided that the sale or
delivery of special fuel for use in a motor vehicle is not
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exempt. From July 1, 1983, through June 30, 1985, the tax
imposed by this subsection on fuel consisting of a blend
of diesel fuel and not less than ten percent recovered oil
shall be four cents per gallon [3.79 liters] less than the
nonagriculturally derived special fuel excise tax provided
in this subsection. For the purpose of determining the
tax upon compressed natural gas under this section, one
hundred twenty cubic feet [3.40 cubic meters]) of
compressed natural gas 1is equal to one gallon [3.79
liters] of other special fuel.

SECTION 11. AMENDMENT. Section 57-43.2-03 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-43.2-03. Tax levied. A special excise tax of two percent is
imposed on all sales of special fuel which are exempted from the tax
imposed wunder section 57~43.2-02 to a special fuel user and on all
sales of special fuels which are taxed under this chapter 1if that
tax 1s later refunded to a special fuel user. The rate applies to
the sale price of the special fuels less any discounts for any
purposes allowed and taken on the sales. The tax levied under this
section does not apply to state or political subdivisions when that
fuel is used for purposes set forth in section 57-43.1-08.

SECTION 12. EXPIRATION DATE. Sections 4, 6, 7, and 8 of this
Act are effective for taxable events occurring after June 30, 1987,
and before July 1, 1989, and are thereafter ineffective.

Approved April 17, 1987
Filed April 20, 1987
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CHAPTER 688

SENATE BILL NO. 2217
(Committee on Finance and Taxation)
(At the request of the Tax Commissioner)

ESTATE TAX FEDERALIZATION DATE

AN ACT to amend and reenact subsection 8 of section 57-37.1-01 and
section 57-37.1-04 of the North Dakota Century Code, relating
to the definition of the "United States Internal Revenue Code
of 1954, as amended" for estate tax purposes and the
computation of the estate tax.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 8 of section 57-37.1-01 of
the 1985 Supplement to the North Dakota Century Code 1is hereby
amended and reenacted to read as follows:

8. "United States Internal Revenue Code of 1954, as amended"
means the United States Internal Revenue Code of 1954 as
amended through December 31, 1984 1986, and also includes
references to the Internal Revenue Code of 1986.

SECTION 2. AMENDMENT. Section 57-37.1-04 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-37.1-04. Computation of tax.

1. The amount of tax imposed upon the transfer of the North
Dakota taxable estate shall be equal to the maximum tax
credit allowable for state death taxes against the federal
estate tax imposed with respect to a decedent's estate
which has a taxable situs in this state. If only a
portion of a decedent's estate has a taxable situs in this
state, such maximum tax credit shall be determined by
multiplying the entire amount of the credit allowable
against the federal estate tax for state death taxes by
the percentage which the value of the portion of the
decedent's estate which has a taxable situs in this state
bears to the value of the entire estate. For the purposes
of this section, "federal estate tax" means the tax
imposed on transfers of estates of decedents pursuant to
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the United States Internal Revenue Code of 1954, as
amended, and "North Dakota taxable estate" means all
property in a decedent's federal gross estate that has a
situs in North Dakota.

When property subject to the tax imposed by this chapter
qualifies for valuation based on its use under section
2032A of the Internal Revenue Code, it has the same value
for North Dakota estate tax purposes as it has for federal
estate tax purposes. If, after the final determination of
the tax imposed by this chapter, the property valued under
section 2032A of the Internal Revenue Code is transferred
or otherwise fails to qualify and an additicnal tax is
imposed under section 2032A(c) of the Internal Revenue
Code, any increase in the credit for state death taxes
must be reported by the personal representative to the tax
commissioner within ninety days after final determination
of the increased credit. Upon notification the tax
commissioner shall reassess the estate tax.

Approved February 3, 1987
Filed February 3, 1987
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CHAPTER 689

HOUSE BILL NO. 1325
(Representatives Goetz, Wald)
{Senator Dotzenrod)

ESTATE TAX REFUND INTEREST

AN ACT to amend and reenact section 57-37.1-07 and subsection 3 of
section 57-37.1-08 of the North Dakota Century Code, relating
to interest on estate tax payments or refunds.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-37.1-07 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-37.1-07. Taxes payable as of date of death - Interest rate. The tax
imposed by this chapter shall be due and payable at the death of the
decedent, and if not paid within fifteen months after the date of
death, shall bear interest at the rate of one percent per month or
fraction thereof +to be computed from the expiration of fifteen
months after death until the amount is paid. The tax commissioner
may for good cause waive all or any part of any interest that
attaches under the provisions of this section.

SECTION 2. AMENDMENT. Subsection 3 of section 57-37.1-08 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

3. In case an overpayment of such tax has been made for the
estate of a decedent, such overpayment shall be repaid out
of any undistributed estate taxes in the hands of the
state treasurer upon an order of the tax commissioner.
Any overpayment to Dbe repaid shall bear interest at the
rate of two~thirds of one percent per month or fraction
thereof to be computed from the time the tax was paid
until the overpayment is repaid. Any interest owed by the
state must be paid by the state treasurer from the
appropriation for miscellaneous refunds approved by the
legislative assembly. The state treasurer shall thereupon
present and file with the appropriate c¢ounty treasurers
and city auditors a verified claim of such overpayment
accompanied by a copy of the order of the tax commissioner
for such refund and the county treasurers and city
auditors shall pay such claim to the state treasurer.

Approved April 1, 1987
Filed April 2, 1987
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CHAPTER 690

HOUSE BILL NO. 1381
(Representatives Oban, Dorso)
(Senators Mathern, Holmberg)

TAX CREDIT FOR EMPLOYING HANDICAPPED

AN ACT to create and enact three new subsections to section 57-38-01
of the North Dakota Century Code and a new section to chapter
57-38 of the ©North Dakota Century Code, relating to a tax
credit for employers who hire developmentally disabled or
chronically mentally ill employees; and to provide an
effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. Three new subsections to section 57-38-01 of the
1985 Supplement to the North Dakota Century Code are hereby created
and enacted to read as follows:

"Chronically mentally ill" means a person who, as a result
of a mental disorder, exhibits emotional or Dbehavioral
functioning which is so impaired as to interfere
substantially with the person's capacity to remain in the
community without verified supportive treatment or
services of a 1long-term or indefinite duration. This
mental disability must be severe and persistent, resulting
in a long-term limitation of the person's functional
capacities for primary activities of daily living such as
interpersonal relationships, homemaking, self-care,
employment, and recreation.

"Mental disorder" means a substantial disorder of the
person's emotional processes, thought, cognition, or
memory. Mental disorder is distinguished from:

a. Conditions which are primarily those of drug abuse,
alcoholism, or mental retardation, unless in addition
to one or more of these conditions, the person has a
mental disorder.

b. The declining mental abilities that accompany
impending death.
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¢. Character and personality disorders characterized by
lifelong and deeply ingrained antisocial behavior
patterns, including sexual behaviors which are
abnormal and prohibited by statute, unless the
behavior results from a mental disorder.

"Developmental disability" has the same meaning as defined
in section 25-01.2-01.

SECTION 2. A new section to chapter 57-38 of the North Dakota
Century Code is hereby created and enacted to read as follows:

Income tax credit for employment of developmentally disabled or
chronically mentally ill persons. Any <taxpayer filing an income tax
return under this chapter, except a return on which liability is
determined under section 57-38-30.3, may claim a credit for a
portion of the wages paid to a developmentally disabled or
chronically mentally ill employee. The credit allowed wunder this
section equals five percent of up to six thousand dollars in wages
paid during the first twelve months of employment by the taxpayer
for each developmentally disabled or chronically mentally ill
employee of the taxpayer. Only wages actually paid during the
taxpayer's taxable vyear may be considered for purposes of this
section. An employee of a subcontractor is considered an employee
of the contractor +to the extent of any wages paid under the
contract.

The total of credits allowed under this section may not exceed
fifty percent of the taxpayer's liability under this chapter.

SECTION 3. EFFECTIVE DATE. This Act is effective for taxable
years beginning after December 31, 1986.

Approved March 20, 1987
Filed March 23, 1987
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CHAPTER 691

HOUSE BILL NO. 1258
(Moore)

INCOME TAX FEDERALIZATION AND MINIMUM
TAX

AN ACT to create and enact a new subsection to section 57-38-01 of
the North Dakota Century Code, relating to alternative minimum
taxable income; to amend and reenact subsections 3 and 8 of
section 57-38-01, subsection 1 of section 57-38-01.4, and
section 57-38~30 of the North Dakota Century Code, relating to
the federalization date for income tax purposes, treatment of
federal alternative minimum tax for corporate income tax
purposes, and income tax treatment of subchapter S corporation
income; and to provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. A new subsection to section 57-38-~01 of the 1985
Supplement to the North Dakota Century Code is hereby created and
enacted to read as follows:

"North Dakota alternative minimum taxable income" in the
case of corporations means alternative minimum taxable
income as computed under the Internal Revenue Code
provisions in effect at the close of the corporation's
taxable year, reduced by any interest received from
obligations of the United States included in alternative
minimum taxable income or in the computation of
alternative minimum taxable income on the federal return,
as reduced by the federal income tax deduction computed
under subdivision ¢ of subsection 1 of section 57-38-01.3,
and either increased or decreased by the adjustments
provided in subdivisions a and b of subsection 3 of
section 57-38-01, with the remaining amount apportioned to
North Dakota by the same fraction computed under the
provisions of chapter 57~38, 57-38.1, or 57-59.

SECTION 2. AMENDMENT. Subsections 3 and 8 of section
57-38-01 of the 1985 Supplement to the North Dakota Century Code 1is
hereby amended and reenacted to read as follows:
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"Federal Internal Revenue Code of 1954, as amended",
"United States Internal Revenue Code of 1954, as amended",
and "Internal Revenue Code of 1954, as amended", mean the
United States Internal Revenue Code of 2854 1986, as
amended to and including December 31, 2984 1986.
Reference to the Internal Revenue Code of 1954, as
amended, includes a reference to the United States
Internal Revenue Code of 1986, as amended, and reference
to the United States Internal Revenue Code of 1986, as
amended, includes a reference to the provisions of law
formerly known as the Internal Revenue Code of 1954, as
amended.

a. Except that the provisions of section 168(f)(8) of the
Internal Revenue Code of 1954, as amended, are not
adopted in those instances where the minimum
investment by the lessor is 1less than one hundred
percent for the purpose of computing North Dakota

taxable income for individuals, estates, trusts, and
corporations for taxable years beginning on or after
January 1, 1983. Therefore, federal taxable income

must be increased, or decreased, as the case may be,
to reflect the adoption or nonadoption of the
provisions of section 168(f)(8) of the Internal
Revenue Code of 1954, as amended, and such adjustments
must be made Dbefore computing income subject to
apportionment.

b. Enxneept £hat £he deduetions previded by £he eest
reeevery previsiens enacted as seetien 268 eof the
Internat Revenue €Eeder; other £than subsectien ¢£3¢83+
eannet execeed seventy-£five pereert €£or the €£irsk
taxable year Pbeginning after December 3%; 1982; and
eannet exeeed eighty-five perecent for eaeh of the nexs
Ewe Eanable years beginning after Beecember 33; 19835
for the purpese of eomputing Nerth Daketa ¢axebile
tneeme by tndividuais; estatess ErusEssy arnd
eerperationss Therefore; £or the £arable yeax
bPeginning after Deeember 31, 1982; federal ktaxabile
income must be inereased by twenty-£five pereent of any
AERE depreeciatien dedueted in that taxabie year for
federat ineeme tax purpeses; and fer eaech of the nent
twe taxable years beginning after Peeember 3%y 29835
federat tanable ineceme must be inereased by £ifteen
pereent of eanry AERE depreeiation dedueted in each of
the respeetive tanable years for £ederal ineeme kax
purpeses=s Provided, that one-half of the amount not
allowed as & an accelerated cost recovery system
depreciation deduction for the taxable year beginning
after December 31, 1982, may be deducted from federal
taxable income in each of the next two taxable years
beginning after December 31, 1985, and one-half of the
amount not allowed as a an accelerated cost recovery
system depreciation deduction for the taxable year
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beginning after December 31, 1983, may be deducted
from federal taxable income in each of the next two
years beginning after December 31, 1987, and one=-half
of the amount not allowed as a an_ accelerated cost
recovery system depreciation deduction for the taxable
year beginning after December 31, 1984, may be
deducted from federal taxable income in each of the
next two taxable years beginning after December 31,
1989. All such adjustments must be made before
computing income subject to apportionment.

c. Provided, that the depreciation adjustments allowed in
subdivision € b shall be 1limited to those eligible
assets acquired during taxable years beginning after
December 31, 1982. Acquisitions made before taxable
years beginning January 1, 1983, must be depreciated
pursuant to the methods permissible under Internal
Revenue Code provisions in effect prior to January 1,
1981.

d. Except that for purposes of applying the Internal
Revenue Code of 1954, as amended, with respect to
actual distributions made after December 31, 1984, by
a domestic international sales corporation, or former
domestic international sales corporation, which was a
domestic international sales corporation on
December 31, 1984, any accumulated domestic
international sales corporation income of a domestic
international sales corporation, or former domestic
international sales corporation, which is derived
before January 1, 1985, may not be treated as
previously taxed income.

"Taxable income" in the case of individuals, estates,
trusts, and corporations shall mean the taxable income as
computed for an individual, estate, trust, or corporation
for federal income tax purposes under the United States
Internal Revenue Code of 1954, as amended, plus or minus
such adjustments as may be provided by this act and
chapter or other provisions of law. Except as otherwise
expressly provided, "taxable income" does not include any
amount computed for federal alternative minimum tax
purposes.

SECTION 3. AMENDMENT. Subsection 1 of section 57-38-01.4 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

1.

For the purposes of this chapter, any person as defined in
section 57-38-01 and required to file a North Dakota
income tax return who makes an election under subchapter S
of the Internal Revenue Code of 1954, as amended, for
federal income tax purposes shall have such status
recognized and such person's taxable income shall be




1668 CHAPTER 691 TAXATION

computed as provided in subchapter S of the Internal
Revenue Code of 1954, as amended, with the adjustments
allowed by this chapter or other provisions of law.
Income of a subchapter S corporation subject to tax for
federal income tax purposes is also subject to state
income tax at the corporate income tax rates imposed by
section 57-38-30.

SECTION 4. AMENDMENT. Section 57-38-30 of +the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-38-30. Imposition and rate of tax on corporations. A tax is hereby
imposed upon the taxable income or the North Dakota alternative
minimum taxable income of every domestic and foreign corporation
received from the sources described in sections 57-38-12, 57-38-13,
and 57-38-14, which shall be levied, collected, and paid annually as
in this chapter provided, and which shall be computed at the greater
of the following rates two calculations:

1. a. For the f£first three thousand dollars of taxable
income, at the rate of three percent.

2= b. On all taxable income above three thousand dollars and
not in excess of eight thousand dollars, at the rate
of four and one-half percent.

3=

o

On all taxable income above eight thousand dollars and
not in excess of twenty thousand dollars, at the rate
of six percent.

4= d. On all taxable income above twenty thousand dollars,
and not in excess of thirty thousand dollars, at the
rate of seven and one-half percent.

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

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

2. Five percent of the North Dakota alternative minimum
taxable income. The calculation for North Dakota
alternative minimum taxable income applies only if the
corporation's federal alternative minimum tax liability
exceeds the corporation's regular federal tax liability.

SECTION 5. EFFECTIVE DATE. Sections 2 and 3 of this Act are
effective for taxable vyears beginning after December 31, 1986.
Sections 1 and 4 of this Act are effective for taxable years
beginning after December 31, 1988.

Approved April 21, 1987
Filed April 22, 1987
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CHAPTER 692

HOUSE BILL NO. 1261
(Moore)

FEDERAL INCOME TAX DEDUCTION

AN ACT to amend and reenact subdivision c¢ of subsection 1 of section

57-38-01.2 and subdivision ¢ of subsection 1 of section
57-38-01.3 of the North Dakota Century Code, relating to
income tax deductions for federal income taxes paid; and to

provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subdivision ¢ of subsection 1 of
section 57-38-01.2 of the 1985 Supplement to the North Dakota
Century Code is hereby amended and reenacted to read as follows:

c. Reduced by the amount of federal income tax liability,
but not social security and self-employment taxes, as
computed under chapter 1 of the Internal Revenue Code
of 1954, as amended, for the same taxable year for
which the North Dakota return is being filed, to the
extent that such taxes are computed upon income which
becomes a part of the North Dakota taxable income.
Provided, that no adjustment to federal income taxes,
paid or accrued, 1is required because of allowable
deductions to federal taxable income made under the

cost recovery provisions of subdivision b of
subsection 3 of section 57-38-01. However, such

federal income tax liability shall be reduced by all
credits thereon except credits for federal income tax
withholding payments, estimates of federal income tax,
and income taxes of foreign countries. Federal income
taxes for prior periods assessed against the taxpayer
by reason of audit or other adjustment by the internal
revenue service, or voluntary disclosure by the
taxpayer, are not deductible except in the period in
which income so taxed was reported or reportable or in
which an adjustment was required but only after an
adjustment is made by or with the office of the state
tax commissioner. A refund of federal income tax
shall be reported and included in North Dakota taxable
income in the year in which the tax was originally
deducted.
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SECTION 2. AMENDMENT. Subdivision ¢ of subsection 1 of
section 57-38-01.3 of the 1985 Supplement +to the ©North Dakota
Century Code is hereby amended and reenacted to read as follows:

C.

Reduced by the amount of federal income taxes, paid or
accrued as the case may be during the applicable tax
year to the extent that such taxes were paid or
accrued upon income which becomes a part of the North
Dakota taxable income. Provided, that no adjustment
to federal income taxes, paid or accrued, is required
because of allowable deductions to federal taxable
income made under the cost recovery provisions of
subdivision b of subsection 3 of section 57-38-01.

Federal income taxes for prior periods assessed
against the taxpayer by reason of audit or other
adjustment by the internal revenue service, or

voluntary disclosure by the taxpayer, are not
deductible except in the period in which income so
taxed was reported or reportable or in which an
adjustment was required but only after an adjustment
is made by or with the office of the state tax
commissioner. A refund of federal income tax shall be
reported and included in North Dakota taxable income
in the year in which the tax was originally deducted.

SECTION 3. EFFECTIVE DATE. This Act is effective for taxable
years beginning after December 31, 1986.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 693

SENATE BILL NO. 2343
(Satrom, Wright)

INCOME TAX DEDUCTION FOR DIVIDENDS FROM
DOMESTIC FINANCIAL INSTITUTIONS

AN ACT to amend and reenact subdivision i of subsection 1 of section
57-38-01.2 and subdivison g of subsection 1 of section
57-38-01.3 of the North Dakota Century Code, relating to the
domestic dividend exclusion for income tax purposes.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subdivision i of subsection 1 of
section 57-38-01.2 of the 1985 Supplement to the North Dakota
Century Code is hereby amended and reenacted to read as follows:

i. Reduced by any dividends or income, up to a maximum of
fifteen thousand dollars, received from stock or
interest in any corporation and included in the
adjusted gross income as computed for federal income
tax purposes where the income of such corporation has
been assessed and tax paid by the corporation wunder
this chapter or chapter 57-35, 57-35.1, or 57-35.2 and
such dividends or income was received by the taxpayer
as income during the income year if such corporation
has reported the name and address of each North Dakota
resident owning stock and the amount of dividends or
income paid each such person during the year;
provided, that when only part of the income of any
corporation shall have been assessed and corporation
income tax paid thereon under this chapter or chapter
57~35, 57-35.1, or 57-35.2, only a corresponding part
of the dividends or income received therefrom and
included in federal adjusted gross income shall be
subtracted. The commissioner is hereby authorized to
prescribe rules and regulations to implement this
subdivision to avoid injustice to taxpayers, to
prevent duplication of deductions, and to eliminate
taxation of income not fairly and properly taxable
under this chapter.
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SECTION 2. AMENDMENT. Subdivision g of subsection 1 of
section 57-38-01.3 of the 1985 Supplement to the North Dakota
Century Code is hereby amended and reenacted to read as follows:

g.

Reduced by dividends or income received by any person
from stock or interest in any corporation, the income
of which has been assessed and paid by a corporation
under this chapter or chapter 57-35, 57-35.1, or
57-35.2, received by the taxpayer and included in the
gross income within the income year if such
corporation has reported the name and address of each
person owning stock and the amount of dividends or
income paid each such person during the year, but when
only part of the income of any corporation shall have
been assessed and income tax paid under this chapter
or chapter 57-35, 57-35.1, or 57-35.2, only a
corresponding part of the dividends or income received
therefrom shall be deducted.

Approved March 12, 1987
Filed March 16, 1987



TAXATION CHAPTER 694 1673

CHAPTER 694

HOUSE BILL NO. 1240
(Committee on Finance and Taxation)
(At the request of the Tax Commissioner)

INCOME TAX REVISION

AN ACT to amend and reenact subdivisions m and n of subsection 1 of
section 57-38-01.2, section 57-38-35.1, subsection 2 of
section 57-38-38, subsection 2 of section 57-38-40,
subsection 3 of section 57-38-42, sections 57-38-64, 57-38-70,
57-38-71, 57-38-72, and 57-38-74 of the North Dakota Century
Code, relating to income tax procedures; and to repeal chapter
57-38.2 of the North Dakota Century Code, relating to income
averaging.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subdivisions m and n of subsection 1
of section 57-38-01.2 of the 1985 Supplement to the North Dakota
Century Code are hereby amended and reenacted to read as follows:

m. Reduced by the amount of interest received during that
taxable year on a contract for deed on the sale of
eighty or more acres [32.37 or more hectares] of
agricultural land to a beginning farmer. The contract
for deed must extend for not less than ten years and
have an annual interest rate equal to or less than the
minimum rate allowed by the internal revenue service
before interest 1s imputed. In order for an
individual, estate, or trust to qualify for this
reduction, the taxpayer must obtain a statement from
the buyer eertifying stating that the buyer meets all
requirements of the beginning farmer definition,
together with such other information as the state tax
commissioner may require. The value placed on any
real property located in North Dakota and owned by the
buyer must be the amount listed as the true and full
value on the most recent real estate tax statement for
that particular piece of property. In determining the
net worth of any person, including the person's
dependents and spouse, if any, for purposes of this
subdivision, the wvalue of their equity in their
principal residence, the value of one personal or
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family motor vehicle, and the value of their household
goods, including furniture, appliances, musical
instruments, clothing, and other personal belongings
may not be included. This statement must be filed
along with the income tax return. For the purposes of
this subdivision, "beginning farmer" means any person
who is:

(1) A resident of this states.

(2) Receiving more than Bkeif one-half of that
person's gross annual income from farming, unless
the person initially commences farming during the
tax year for which an adjustment will be claimed
under this subdivisions.

(3) Intending to use any farmland to be purchased or
rented for agricultural purposess.

(4) Except for contracts for deed entered into prior
to July 1, 1985, having adequate training by
education in the type of farming operation which
the person wishes to begin through satisfactory
participation in the adult farm management
education program of the state board of
vocational education or an equivalent program
approved by the commissioner of agricultures; ard.

(5) Having, including the net worth of any dependents
and spouse, a net worth of less than one hundred
thousand dollars.

Reduced by the amount of interest received during that
taxable year on a contract on the sale of any land,
buildings, improvements, and equipment associated with
the land, buildings, or improvements, used or useful
in connection with a revenue-producing enterprise to a
beginning businessman, excluding beginning farmers as
defined in subdivision m. The contract must extend
for not 1less than ten years and have an annual
interest rate equal to or less than the minimum rate
allowed by the internal revenue service €e meet gifE
tan reguirements before interest is imputed. 1In order
for an individual, estate, or trust to qualify for
this reduction, the taxpayer must obtain a netarized
statement from the buyer containing a 1list of the
buyer's assets and debts and giving the buyer's net
worth, together with any other information required by
the state tax commissioner. The value placed on any
real property located in North Dakota and owned by the
buyer shall be the amount listed as the current market
value on the most recent real estate tax statement for
that particular piece of property. 1In determining the
net worth of any person, including that person's
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dependents and spouse, 1if any, the value of their
equity in their principal residence, the value of one
personal or family motor vehicle, and the value of
their household goods, including furniture,
appliances, musical instruments, clothing, and other
personal belongings 1is not to be included. This
statement is to be filed along with the income tax
return. For the purposes of this subdivision,
"beginning businessman", excluding beginning farmers
as defined in subdivision m, means any person who is:

(1) ¥s a A resident of this state.

(2) Reeeives Receiving more than one-half his of that
person's gross annual income from a
revenue-producing enterprise, unless the person
initially commences business during the tax year
for which an adjustment will be claimed under
this subdivision.

(3) ZIntends Intending to use any revenue-producing
enterprise that he wishes te purehase purchased
or rented for business purposes.

(4) BHas had adeguate €raining Adequately trained, by
experience or education, in the type of
revenue-producing enterprise which he that person
wishes to begin.

(5) Has The owner of property with a net worth,
including the net worth of property of that
person's dependents and spouse, if any, a nes
werth of less than one hundred thousand dollars.

SECTION 2. AMENDMENT. Section 57-38-35.1 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-38-35.1. Minimum refunds and collections - Application of refunds.

1.

No refunds shall be made by the tax commissioner to any
taxpayer unless the amount to be refunded, including
interest, is at least five dollars.

No remittance of tax need be made nor any assessment or
collection of tax should be made unless the amount, is at
least five dollars, including penalties and interest.

All refunds and credits for overpayment to any taxpayer,
including excess income tax withheld or overpayment of
estimated tax, may be applied to payment of taxpayer's
unpaid tax, interest, or penalty or delayed until
taxpayer's delinguent returns have been filed.
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4=

Interest ef nine pereent per arnum shaiil be aittewed anrd
paid upen any everpayment of €aH f£rem siHEy days after the
due date eof the return er after the date sueh re&urn was
fited or mfter the date the ¢ax due was f£fulily paid;
whiehever comes later; £e the date of the refund-

1€ €the ameunt ef tax impesed by this ehapter is redueed by
reasen ef a earryback of a net eperating iess er net
eapital tess; the intevest in this seetion shall net staxE
aceruing untit after the etese ef «he <axabile vyear in
whieh €the net eperating less er net eapital leoss eeeurreds

SECTION 3. AMENDMENT. Subsection 2 of section 57-38-38 of
the 1985 Supplement to the North Dakota Century Code is hereby
amended and reenacted to read as follows:

2.

If there is a change in taxable income or adjusted federal
income tax liability by an amount which is in excess of
twenty-five percent of the amount of taxable income or
adjusted federal income tax liability stated in the return
as filed, any additional tax determined due may be
assessed any time within six years after the due date of
the return, or six years after the return was filed,
whichever period expires later.

SECTION 4. AMENDMENT. Subsection 2 of section 57-38-40 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

2.

£ ¢he A claim for refund relates o an everpayment
attributabie %e arising from a net operating loss
carryback, in iieu of the three-year peried within whieh a
taxpayer may appty te the tax commissioner for revisieon ef
the tax assessed as preseribed in this seetieny the peried
shail be that peried whieh ends with the expiratien of the
£xfceenth day ef the fertieth month foliewing the end of
the tanapbte year of the net eperating itess whieh resulks
in sueh earrybaek or capital loss carryback, can be filed
up to three years after the prescribed due date for filing
the return, including extensions, for the tax year in
which the loss was incurred. The provisions of this
subsection are effective for all carrybacks filed for
taxable years beginning on or after December 31, 1986.

SECTION 5. AMENDMENT. Subsection 3 of section 57-38-42 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

3.

All information returns required under subsection 1 shall
be made on the basis of a calendar year for payments made
during the calendar year and shall be filed with the tax
commissioner on or before Aprii £ifteenth eof the yeayx
£fotlewztng the eanlendar year fer¥r whieh made the due date
for filing similar returns with the internal revenue
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service. All partnership returns required under
subsection 2 shall be made on or before the fifteenth day
of the fourth month following the close of the fiscal year
of the partnership required to make the return, or if the
return 1s made on the basis of a calendar year, then the
return shall be made on or before the fifteenth day of
April in the year following the calendar year for which
such return is made.

SECTION 6. AMENDMENT. Section 57-38-64 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-38-64. Amendment of declaration. Any person may amend a
declaration of estimated income tax and make the adjusted payments
of tax due thereon under the regulations of the tax commissioner. A
corporation may, after the close of the taxable year and before the
fifteenth day of the fourth month thereafter, file an application
for an adjustment of an overpayment by it of estimated income tax
for such taxable year. Such a claim for credit or refund must be
verified and paid as are other <claims against the state. No
application under this section may be allowed unless the amount of
the adjustment exceeds five hundred dollars and no interest may
accrue or be paid thereon. Refunds will be payable for taxable
years beginning after July 1, 1987.

SECTION 7. AMENDMENT. Section 57-38-70 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

57-38-70. Claim for income tax deduction for land sale or rental to a
beginning farmer. In order for a taxpayer to qualify for the
deductions provided in sections 57~38-67 through 57-38-70, the
taxpayer shall file with his the taxpayer's state income tax return
a netarised statement from the beginning farmer who purchased or
rented land £rem him eertifying stating that he meets all
requirements of the beginning farmer definition, together with such
other information as the state tax commissioner may require have
been met. The value placed on any real property located in North
Dakota and owned by the buyer shall be the amount listed as the true
and full value on the most recent real estate tax statement for that
particular piece of property. In order for a taxpayer to qualify
for the deduction for rental income provided in section 57~38-69,
the taxpayer shall eertify state on his the taxpayer's tax return
that any rental arrangement with any other person was not canceled
for the purpose of gqualifying for this deduction.

SECTION 8. AMENDMENT. Section 57-38-71 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

57-38-71. Definitions applicable to sections 57-38-71 through 57-38-74.
As used in sections 57-38-71 through 57-38-74, unless the context
otherwise requires:
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1. "Beginning businessman", excluding beginning farmers as
defined in subdivision m of subsection 1 of section
57-38-01.2, means any person who:

a. Is a resident of this state.

b. Receives more than one-half his of that person's gross
annual income from a revenue-producing enterprise,
unless the person initially commences business during
the tax year for which a deduction will be claimed
under sections 57-38-71 through 57-38-74.

c. Intends to use any revenue-producing enterprise that
he wishes e purehase er rent purchased or rented for
business purposes.

d. Has had adeqguate training, by experience or education,
in the type of revenue-producing enterprise which ke
that person wishes to begin.

e. Has, including the net worth of that person's
dependents and spouse, if any, a net worth of less
than one hundred thousand dollars, not including the
value of their equity in their principal residence,
the value of one personal or family motor vehicle, and
the wvalue of their household goods, including
furniture, appliances, musical instruments, clothing,
and other personal belongings.

2. "Businessman" means any person owning a revenue-producing
enterprise in North Dakota, except that any person who
acquires such an enterprise for the purpose of obtaining
the income tax deduction provided for in sections 57-38-71
through 57-38-74 is not deemed to be a businessman.

3. '"Revenue-producing enterprise" means any real property,
buildings, and improvements on the property or to the
buildings, and any equipment located on the property or in
the buildings, or any personal property used or useful in
connection with a revenue-producing enterprise engaged in
any industry or business not prohibited by the
Constitution of North Dakota or the laws of this state.

SECTION 9. AMENDMENT. Section 57-38-72 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

57-38-72. Income tax deduction for revenue-producing enterprise sale to
beginning businessman. Any businessman who sells a revenue-producing
enterprise to a beginning businessman is entitled to a reduction in
the businessman's taxable income fer the year im whieh «he sale
eeeunr¥ed 1in an amount equal to all income realized and otherwise
subject to state income taxes after consideration of any capital
gains treatment. In the ecase of m conktraet the year¥ in whieh £he
sate eceurred; for purpeses eof this seetieny means the year the
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eentraet i3 entered inte by the businessman and the beginning
businessman; regardiess of the ameunt ef payment; 3£ anysy Ehat is
made in that years

SECTION 10. AMENDMENT. Section 57-38-74 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

57-38-74. Claim for income tax deduction for revenue-producing
enterprise sale or rental to a beginning businessman. To qualify for the
deduction provided in sections 57-38-71 through 57-38-74, the
taxpayer shall file with the taxpayer's state income tax return a
netarized statement from the beginning businessman who purchased or
rented the revenue-producing enterprise containing a 1list of the
assets, debts, and net worth of the beginning businessman, together
with any other information required by the state tax commissioner.
The value placed on any real property located in North Dakota and
owned by the buyer shall be the amount listed as the current market
value on the most recent real estate tax statement for that
particular piece of property. To qualify for the deduction for
rental income provided in section ©57-38-73, the taxpayer shall
eertify state on the taxpayer's tax return that any rental
arrangement with any other person was not canceled for the purpose
of qualifying for this deduction.

SECTION 11. REPEAL. Chapter 57-38.2 of the North Dakota
Century Code is hereby repealed.

Approved April 4, 1987
Filed April 6, 1987
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CHAPTER 695

HOUSE BILL NO. 1801
Select Committee on Finance and Taxation
{At the request of the Office of Management and Budget)
(Approved by the Committee on Delayed Bills)

INCOME TAX WITHHOLDING AND RATE INCREASE

AN ACT to amend and reenact section 57-38-=29, subsection 2 of
section 57-38-30.3, sections 57-38-59, 57-38-60, 57-38-60.1,
57-38-61, and 57-38-62 of the North Dakota Century Code,
relating to the rate of income tax on individuals and general
income tax withholding and payment of estimated tax for income
tax purposes; to repeal section 57-38-58 of the North Dakota
Century Code, relating to definitions for withholding
purposes; and to provide an effective date.

BE IT ENACTED BY THE LEG!SLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-38-29 of the 1985
Supplement to the North Dakota Century Code is Thereby amended and
reenacted to read as follows:

57-38-29. Rate of tax on individuals. A tax is hereby imposed upon
every individual, to be levied, collected, and paid annually with
respect to the taxable income of such individual as defined in this
chapter, computed at the following rates:

1. On taxable income not in excess of three thousand dollars,
a tax of two and sixty-seven hundredths percent.

2. On taxable income in excess of three thousand dollars and
not in excess of five thousand dollars, a tax of £hree
four percent.

3. On taxable income in excess of five thousand dollars and
not in excess of eight thousand dollars, a tax of feusr
five and thirty-three hundredths percent.

4, On taxable income in excess of eight thousand dollars and
not in excess of fifteen thousand dollars, a tax of £ive
six and sixty-seven hundredths percent.
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On taxable 1income 1in excess of fifteen thousand dollars
and not in excess of twenty-five thousand dollars, a tax
of ein eight percent.

On taxable income in excess of twenty-five thousand
dollars and not in excess of thirty-five thousand dollars,
a tax of seven nine and thirty-three hundredths percent.

On taxable income 1in excess of thirty-five thousand
dollars and not in excess of fifty thousand dollars, a tax
of exght ten and sixty-seven hundredths percent.

On taxable income in excess of fifty thousand dollars, a
tax of nine twelve percent.

* SECTION 2. AMENDMENT. Subsection 2 of section 57-38-30.3 of
the 1985 Supplement to the North Dakota Century Code is hereby
amended and reenacted to read as follows:

2.

A tax is hereby imposed for each taxable year upon income
earned or received in that taxable year by every resident
and nonresident individual, estate, and trust. This tax
shall be en and eone-hatf fourteen percent of the
individual's, estate's, or trust's adjusted federal income
tax liability for the taxable year.

SECTION 3. AMENDMENT. Section 57-38-59 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

57-38-59. Withholding from wages of nenresident employees - Penalty.

1.

Every employer making payment of wages to nenresident
employees shall deduct and withhold from their wages such
percentage or percentages, as determined by the tax
commissioner, multiplied times the total amount required
to be deducted by an employer from wages of an employee
under the provisions of the Internal Revenue Code of 19545
as amended 1986, and as hereafter amended, as will
approximate the income taxes due the states previded; that
ne empieyer shal: be reguired te deduet and withheid any
ameHunt en the first six hundred deliars ef annua:t wages
peid € a nenresident empieyee uniess sueh empleyee is
empteyed for a period of sirty days er mere within ary ene
year. The amount of tax withheld shall be computed
without regard to any other amount required to be withheld
thereunder, but the tax withheld shall as closely as
possible pay any tax liability imposed by this chapter.

In the event that the tax deducted and withheld under %he
previsiens ef subsection 1 should prove to be
disproportionate to the tax liability, the tax
commissioner may adjust the percentage whiekR that, when
withheld, will, as <closely as may be possible, pay the
income tax liability imposed by this chapter.

* NOTE: Section 57-38-30.3 was also amended by section 39 of

House Bill No. 1050, chapter 73.
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The tax commissioner may, in lieu of the requirement above
for deducting and withholding tax based upon a percentage
of federal income tax withheld, adopt by reguimtien rule
tax tables whieh that, when the tax provided for in the
tables 1is withheld, will, as closely as possible, pay the
income tax liability imposed by this chapter. When
adopted by the tax commissioner said tables shall be
followed by every employer required to deduct and withhold
any tax imposed by this chapter.

Every empieyer shaii deduet and withheid £rem every
nenresident empleyeels wages the ameounts reguired (o be
dedueted and withheld frem & neonresident employeels wages
unEi: sweh €ime as the empieyee has £ilted with his
empioyer a sSigned eertifieatery in sueh form as the taxn
eeommissioner shall prevides; that suech empioyee entitied teo
wages s a resident ef the state eof Nexth Daketa as
defined for withheiding purpeses-: Sueh eertificate shaii
eontain a8 written deelaratien that 2t is made under €he
penalties previded in seetien 12-31-131-032« Onee £iled; a
eertificate shall remain in effeet with the empieyer with
whem it is filed; unt:t the empleyee's status shait have
ehanged ®e that ef a nenresident as defined irn subseetion
4 of sectien 57-38-58: The empieyee shaiil give written
netiee e his empieyer within fifteen days after sueh
ehange in status-s The empleyer wupen reeeiving sueh
written netiee shai: deduet and withheold £rem ¢he
empteyeels wages as previded in €his seektien wunt+: £he
empteyee £iles with the empioyer the signed ecerkifieate
referred te hereinr ARy empleyee wiiifuiiy £failing %o
give writkten nRetiee ke his empleyer eof his ehange in
status as reguired herein within the time preseribed shaii
be subjeet te the penatity previded fer in subseetien 3 of
seetion 57-38-45- Empieyers shali be required te make the
eertificate of residenee availabie teo the tan eemmissiener
Hpen reguesE-

SECTION 4. AMENDMENT. Section 57-38-60 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

57-38-60. Employer’'s returns and remittances.

1.

Every employer shall, on or before the last day of April,
July, October, and January, pay over to the tax
commissioner the amount required to be deducted and
withheld from wages paid to all renresident employees
during the preceding calendar quarter under the previsiens
ef section 57-38-59; provided, that the tax commissioner
may alter the time or period for making reports and
payment when in his the tax commissioner's opinion, the
tax 1is in jeopardy, or may prescribe the use of any other
time or period as will facilitate the collection and
payment of the tax by the employer.
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Every employer shall file a return on forms prescribed by
the tax commissioner with each payment made to the tax
commissioner under the previsiens ef this section which
shall show the total amount of wages paid to his
nenresident employees, the amount of federal income tax
deducted and withheld during the period covered by the
return, the amount of tax imposed under t£he previsiens ef
this chapter £hat which was deducted and withheld during
the period covered by the return, and such other
information as the tax commissioner may require.

Every employer shall make an annual return to the tax
commissioner on forms provided and approved by him the tax
commissioner, summarizing the total compensation paid, the
federal income tax deducted and withheld, and the state
tax deducted and withheld, for each nenr¥esident employee
during the calendar year and shall file the same with the
tax commissioner on or before the thirty-first day of
January of the year following that for which the report is
made. Every employer shall also, in accordance with such
regutatiens rules as may be prescribed by the tax
commissioner, provide each menresident employee from whom
state income tax has been withheld, with a statement of
the amounts of total compensation paid and the amounts
deducted and withheld for such employee during the
preceding calendar year in accordance with £he previsiens
ef section 57-38~59, and said statement shall be made
available to the employee on or before the thirty-first
day of January of the year following that for which the
report is made.

The employer shall be liable to the tax commissioner for
the payment of the tax required to be deducted and
withheld wunder section 57-38-59, and the employee shall
not thereafter be 1liable for the amount of any such
payment, nor shall the employer be liable to any person or
to any employee for the amount of any such payment. For
the purpose of making penalty provisions of this chapter
applicable, any amount deducted or required to be deducted
and remitted to the tax commissioner under this section
shall be considered to be the tax of the employer and with
respect to such amounts he sheaii be the employer is
considered the taxpayer.

Every employer who deducts and withholds any amounts under
the previsiens ef section 57-38-59 shall hold the same in
trust for the state of North Dakota for payment thereof to
the tax commissioner in the manner and at the time
provided for in this section, and the state of North
Dakota shall have a lien on the property of the employer
to secure the payment of any amounts withheld and not
remitted as provided herein, which lien shall attach at
the time prescribed and to the property described in
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section 57-38-48 and shall be subject to the provisions of
sections 57-38-49, 57-38-50, and 57-38=-51.

6. As a condition precedent to the doing of business in the
state of North Dakota, an employer who has not
continuously maintained a domicile in this state for a
period of one full year from January first to December
thirty-first, shall be required, and any other employer,
at the discretion of the tax commissioner may be required,
to either make a cash deposit or post with kRim the tax
commissioner a bond or undertaking executed by a surety
company authorized to do business in the state of North
Dakota in such amount as 1s reasonably calculated to
ensure the payment to the state of taxes deducted and
withheld from wages, but not to exceed five <thousand
dollars.

SECTION 5. AMENDMENT. Section 57~38-60.1 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-38-60.1. Corporate officer liability. If a corporation is an
employer; as defined in subseetien 3 ef seetien 57-38-88; and fails
for any reason to file the required returns or to pay the tax due,
the chairman, president, or chief operating officer, jointly or
severally charged with the responsibility of supervising the
preparation of such returns and payments shall be personally liable
for such failure. The dissolution of a corporation shall not
discharge an officer's 1liability for a prior failure of the
corporation to file a return or remit the tax due. The taxes,
penalty, and interest may be assessed and collected pursuant to the
provisions of this chapter.

SECTION 6. AMENDMENT. Section 57-38-61 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-38-61. Provisions of chapter applicable. The provisions of
sections 57-38-34, 57-38-38, 57-38-39, 57-38-40, 57-38-44, 57-38-45,
57-38-46, 57-38-47, 57-38-53, 57-38-54, 57-38-55, 57-38-56, and
57-38-57 shall, insofar as consistent therewith, govern the
administration of sections 65%-38-88; 57-38-59, 57-38-60, and
57-38-60.1. The term "employer" as wused in sections §%-38-58;
57-38-59, 57-38-60, and 57-38-60.1 also means "taxpayer" as used in
this chapter. 1In addition, the authority of the tax commissioner to
adopt rules includes the authority to make such agreements with the
United States government or any of its agencies as are necessary to
provide for the deducting and withholding of tax from the wages of
federal employees in this state.

* SECTION 7. AMENDMENT. Section 57-38-62 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

* NOTE: Section 57-38-62 was also amended by section 1 of
House Bill No. 1259, chapter 701.
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57-38-62. Declaration of estimated income.

1. All nenresident individual taxpayers shaii; ard resident
itndividual taxpayers may individuals, estates, and trusts
that are required to file a federal declaration of
estimated tax shall, at the time prescribed in this
chapter, make a declaration of their estimated tax for the
taxable year; eentaining sueh infermatien as the £ax
eommissiener may preseribe by rules and regulatienss; if
their estimated tax due the state from all sources,
including wages, salaries, bonuses, or other emoluments,
not subject to withholding, earn reasenabiy be expected teo
eHeeed ene exceeds two hundred dollars and, except for
nonresidents who have not filed a return in this state for
the previous year, their previous year's state income tax
liability exceeded two hundred dollars.

2. All corporate taxpayers shall, at the time prescribed in
this chapter, make a declaration of their estimated tax
for the taxable year containing such information as the
tax commissioner may prescribe by rules and regulations,
if the taxpayer's estimated tax due the state from sources
or business done in this state can reasonably be expected
to exceed five thousand dollars and if their previous
year's state income tax liability exceeded five thousand
dollars.

3. The provisions of section 57-38-45 apply in case of
failure to file or pay a declaration of estimated tax as
required by this chapter, or if a declaration of estimated
tax for any quarter is understated or underpaid by more
than ten percent. No penalty is due if the total amount
of all payments for estimated tax made on or before the
due date for that installment equals or exceeds the total
amount that would have been required to be paid on or
before that date 1if the estimated tax equaled the tax
shown on the taxpayer's return for the preceding taxable
year.

4. For purposes of this section, "estimated tax" means the
amount that a person estimates to be income tax under this
chapter for the taxable year less the amount of any
credits allowable, including tax withheld.

SECTION 8. REPEAL. Section 57-38-58 of the North Dakota
Century Code is hereby repealed.

SECTION 9. EFFECTIVE DATE. This Act is effective for taxable
years beginning after December 31, 1986.

Approved December 9, 1986
Filed December 9, 1986
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CHAPTER 696

HOUSE BILL NO. 1686
(A. Hausauer, Strinden, Mertens, Hoffner)
(Approved by the Committee on Delayed Bills)

INCOME SURTAX

AN ACT to create and enact a new section to chapter 57-38 of the
North Dakota Century Code, relating to a surtax based on
income tax liability of individuals, estates, or trusts; and
to provide an effective date and an expiration date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

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

Surtax on income tax liability of individuals, estates, and trusts -
Exception to withholding. A surtax is hereby imposéd on the income of
every individual, estate, and trust that is required to file an
income tax return under this chapter. The tax imposed by this
section is egual to ten percent of the taxpayer's income tax
liability as determined under section 57-38-29 or 57-38-30.3.
Notwithstanding any other provision of this chapter, calculation of
withholding amounts and payments of estimated taxes need not be made
on the basis of the tax imposed under this section and are to be
based only on tax liability as determined under section 57-38-29 or
57-38-30.3.

SECTION 2. EFFECTIVE DATE - EXPIRATION DATE. This Act is
effective for the first taxable year beginning after December 31,
1986, and is thereafter ineffective.

Approved April 24, 1987
Filed April 27, 1987
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CHAPTER 697

HOUSE BILL NO. 1645
(Representative Strinden)
(Senator Olson)

INCOME TAX RESEARCH CREDIT

AN ACT to create and enact a new section to chapter 57-38 of the
North Dakota Century Code, relating to a corporate income tax
credit for research and experimental expenditures; and to
provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

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

Corporate income tax credit for research and experimental expenditures.
Any corporation is allowed a credit against the tax imposed under
this chapter for the taxable year equal to eight percent of the
first one and one-half million dollars of the qualified research
expenses for the taxable year in excess of the base period research
expenses and equal to four percent of all qualified research
expenses for the taxable year more than one and one-half million
dollars in excess of the base period research expenses.

1. For purposes of this section:

a. "Base period research expenses" means base period
research expenses as defined in section 41(c) of the
Internal Revenue Code [26 U.S.C. 41(c}].

b. "Qualified research"” means qualified research as
defined in section 41(d) of the Internal Revenue Code
[26 U.S.C. 41(d)}], except it does not include research
conducted outside the state of North Dakota.

c. "Qualified research expenses" means qualified research
expenses as defined in section 41(b) of the Internal
Revenue Code [26 U.S.C. 41(b)]}, except it does not
include expenses incurred for basic research conducted
outside the state of North Dakota.



1688 CHAPTER 697 TAXATION

2. The credit allowed under this section for the taxable year
may not exceed the liability for tax under this chapter.

3. In the case of a corporation which is a partner in a
partnership, the credit allowed for the taxable year may
not exceed an amount separately computed with respect to
the corporation's interest in the trade, business, or
entity equal to the amount of tax attributable to that
portion of the corporation's taxable income which 1is
allocable or apportionable to the corporation's interest
in the trade, business, or entity.

4. If the amount of the credit determined under this section
for any taxable year exceeds the limitation under
subsection 2, the excess may be used as a research credit

carryback to each of the three preceding taxable years and
a research credit carryover to each of the fifteen
succeeding taxable years. The entire amount of the excess
unused credit for the taxable year shall be carried first
to the earliest of the taxable years to which the credit
may be carried and then to each successive year to which
the credit may be carried. The amount of the unused
credit which may be added under this subsection may not
exceed the taxpayer's liability for tax less the research
credit for the taxable year.

5. If a taxpayer acquires or disposes of the major portion of
a trade or business or the major portion of a separate
unit of a trade or business in a transaction with another
taxpayer, the taxpayer's qualified research expenses and
base period shall be adjusted in the manner provided by
section 41(£f)(3) of the Internal Revenue Code [26 U.S.C.
41(£)(3)1].

SECTION 2. EFFECTIVE DATE. This Act is effective for taxable
years beginning after December 31, 1987.

Approved April 14, 1987
Filed April 15, 1987
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CHAPTER 698

HOUSE BILL NO. 1260
(Moore)

DELINQUENT INCOME TAX INTEREST

AN ACT to amend and reenact subsection 1 of section 57-38-45 of the
North Dakota Century Code, relating to the rate of interest
imposed on income taxes paid after the due date; and to
provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 1 of section 57-38-45 of
the 1985 Supplement to the North Dakota Century Code is hereby
amended and reenacted to read as follows:

1. 1In addition to other increases to tax and penalty
prescribed in this chapter, a taxpayer shall be subject to
interest as follows:

a. Any taxpayer who requests and is granted an extension
of time for filing a return shall pay, with the tax,
interest on the tax at the current adjusted rate ef
twelve pereent established under 26 U.S.C. 6621(a)(2)
per annum from the date the tax would have been due if
the extension had not been granted to the date the tax
is paid.

b, If any amount of tax imposed by this chapter,
including tax withheld by an employer, is not paid on
or Dbefore the due date or extended due date for such
payment, there shall be added to the tax interest at
the rate of ene pereent one-twelfth of the current
adjusted rate, established under 26 U.S.C. 6621(a)(2),
of such tax for each month or fraction of a month
during which the tax remains unpaid, computed from the
due date of the return to the date paid excepting the
month in which the return was required to be filed or
the tax became due.

c. If upon audit an additional tax is found to be due,
there shall be added to the additional tax due
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interest at the rate of ene pereent one-twelfth of the
current adjusted rate, established under 26 U.S.C.
6621(a)(2), of such additional tax for each month or
fraction of a month during which the tax remains
unpaid, computed from the due date of the return to
the date paid, excepting the month in which the return
was required to be filed or the tax became due.

If the mathematical verification of a taxpayer's
return results in additional tax due, there shall be
added to the additional tax interest at the rate of
ene pereernt one-twelfth of the current adjusted rate,
established under 26 U.S.C. 6621(a)(2), of such
additional tax due for each month or fraction of a
month during which the tax remains unpaid, computed
from the due date of the return to the date paid,
excepting the month in which the return was required
to be filed or the tax became due.

Netwithstanding the interest rates previded feor in the
preceding subdivisiens; er eother seetions ef this
ehapter; 1f the prime rate eharged by the Bark of
Nerth Baketa en Sepiember £fifteenth ef any year is
£ifteen pereent eo¥ mere per anRHUmM; the interest rate
te be charged per annum or £for each menth or £raetien
thereef; as the ease may ber; for the entire sueeceeding
eatendar year shall be eighteen pereent per annum eor
ene ard eone-haif pereent per menth- The rate of
interest in effect under this section on the due date
of a return applies continuously to any interest
accumulating on liability under the return until the
liability is vpaid in full.

SECTION 2. EFFECTIVE DATE. This Act 1is effective for

interest accruing on liability under returns with a due date after

June 30,

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 699

HOUSE BILL NO. 1288
(Representatives Dorso, Gunsch)
(Senator W. Meyer)

INCOME TAX OVERPAYMENT INTEREST

AN ACT to create and enact a new section to chapter 57-38 of the
North Dakota Century Code, relating to interest on overpayment
of income taxes; and to provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

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

Interest payments. Interest at the adjusted rate established
under 26 U.S.C. 6621(a)(2) per annum must be allowed and paid upon
overpayments of tax as follows:

1. Interest on refunds arising from excess income tax
withholding or overpayment of declarations of estimated
tax accrues for payment from sixty days after the due date
of the return or after the date the return was filed,
whichever comes later.

2. Interest on refunds arising from amended returns or claims
made for credit or refund accrues for payment from sixty
days after the due date of the return or after the date
the return was filed or after the date the tax due was
fully paid, whichever comes later.

3. Interest on refunds arising from net operating loss
carrybacks or capital loss carrybacks accrues for payment
from sixty days after the date an amended return claiming
a credit or refund because of an operating loss carryback
or capital loss carryback is filed with the tax
commissioner.

4. No interest may be paid on refunds arising from amended
returns or other claims filed for taxable years beginning
before January 1, 1979.
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5. The rate of interest in effect under this section on the
date when interest begins to accrue under this section
applies continuously to any interest accumulating on
overpayments under the return until the refund is paid in
full.

SECTION 2. EFFECTIVE DATE. This Act 1is effective for
interest accruing on refunds under returns with a due date after
June 30, 1987.

Approved April 1, 1987
Filed April 2, 1987
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CHAPTER 700

HOUSE BILL NO. 1062
(Legislative Council)
(interim Tax Administration Committee)

INCOME TAX SECRECY

AN ACT to amend and reenact subsection 1 of section 57-38-57 of the
North Dakota Century Code, relating to secrecy as to income
tax returns and prohibiting disclosure as to whether or not a
taxpayer has filed an income tax return or report; and to
provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 1 of section 57-38-57 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

1. Except when otherwise directed by judicial order, or as is
otherwise provided by law, the tax commissioner, his the
tax commissioner's deputies, agents, clerks, and other
officers and employees, shall not divulge nor make known,
in any manner, whether or not any report or return
required under this chapter has been filed, the amount of
income, or any particulars set forth or disclosed in any
report or return required under this chapter, including
the copy or any portion thereof or information reflected
in the taxpayer's federal income tax return that the tax
commissioner may require to be attached to, furnished
with, or included in the taxpayer's state income tax
return. This provision shall not be construed to prohibit
the publication of statistics, so classified as to prevent
the identification of particular reports or returns, and
the items thereof, or the inspection by the attorney
general or other legal representatives of the state of the
report or return of any taxpayer who shall bring action to
set aside or review the tax based thereon, or against whom
an action or proceeding has been instituted to recover any
tax or any penalty imposed by this chapter. This section
does not prohibit disclosure of the fact that a report or
returr. required under this chipter has not been filed if
the disclosure is made to further a tax investigation
being conducted by the tax commissioner. Reports and
returns shall be preserved for three years and thereafter
until the tax commissioner orders them to be destroyed.

SECTION 2. EFFECTIVE DATE. This Act is effective for taxable
years beginning after December 31, 1986.

Approved April 15, 1987
Filed April 15, 1987
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CHAPTER 701

HOUSE BIiLL NO. 1259
{Moore)

ESTIMATED CORPORATE INCOME TAX

AN ACT to amend and reenact subsection 3 of section 57-38-62 of the
North Dakota Century Code, relating to payment of estimated
corporate income tax; and to provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

* SECTION 1. AMENDMENT. Subsection 3 of section 57-38-62 of
the 1985 Supplement to the North Dakota Century Code is hereby
amended and reenacted to read as follows:

3. The provisions of section 57-38-45 apply in case of
failure to file or pay a declaration of estimated tax as
required by this chapter, or if a declaration of estimated
tax for any quarter is understated or underpaid by more
than ten percent. No penalty is due if the teotal amount
of all payments for estimated tax made on or Dbefore the
due date for that installment equals or exceeds the total
amount that would have been required to be paid on or
before that date 1if the estimated tax equaled the tax
shown on the taxpayer's return for the preceding taxable
year. Notwithstanding the other provisions of this
section, no penalty is due if the underpayment of any
installment comes within the exception provided in the
Internal Revenue Code of 1954 for recurring seasonal
income.

SECTION 2. EFFECTIVE DATE. This Act is effective for taxable
vears beginning after December 31, 1986.

Approved March 20, 1987
Filed March 23, 1987

* NOTE: Section 57-38-62 was also amended by section 7 of
House Bill No. 1901, chapter 695.
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CHAPTER 702

HOUSE BILL NO. 1064
(Legislative Council)
(Interim Taxation Committee)

UNITARY CORPORATE INCOME TAXATION

AN ACT to provide that corporate income taxpayers may elect to use a
water's edge unitary combination approach to apportion income
for corporate income tax purposes; and to provide an effective
date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. Definitions. As used in this Act unless the context
or subject matter otherwise requires:

1.

"Affiliated corporation" means a corporation more than
fifty percent of the voting stock of which 1is owned
directly or indirectly by another corporate member of the
water's edge combined group.

"Domestic disclosure spreadsheet" means a spreadsheet that
fully discloses the income reported to each state, the
state tax liability, the method used for apportioning or
allocating income to the various states, and other
information provided for by rules as may be necessary to
determine the proper amount of tax due to each state and
to identify the water's edge corporate group.

"Existing corporation" means a corporation that filed a
North Dakota income tax return for any year after taxable
year 1979 or was a successor to or unitary with a
corporation that filed a North Dakota income tax return
for any year after taxable year 1979.

"Foreign dividends" means any dividend received by a
member of the water's edge group from any affiliated
corporation incorporated outside the fifty states and
District of Columbia, including amounts included in income
computed under sections 951 through 954 of the Internal
Revenue Code.
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"Income from 80/20 corporations" means net book income
after taxes of a corporation which is incorporated in the
United States and eligible to be included in the federal
consolidated return and which has less than twenty percent
of its property and payroll as determined by factoring
under chapter 57-38.1 assigned to locations outside the
fifty states and the District of Columbia. For purposes
of determining eligibility for inclusion in a federal
consolidated return under this subsection, the eighty
percent stock ownership requirements of section 1504 of
the Internal Revenue Code shall be reduced to ownership of
over fifty percent of the voting stock directly or
indirectly owned or controlled by an includable
corporation.

"New corporation" means a corporation that has not filed
an income tax return in North Dakota for any vyear after
the tax year 1979. A new corporation does not include a
corporation which is a successor to or which is affiliated
with a corporation that filed an income tax return in
North Dakota for any year after the tax year 1979. A new
corporation does not include a business reorganization or
acquisition, except a <corporation with no previous
activity in ©North Dakota which acguires an existing
corporation and increases and maintains the threshold
activity of the existing corporation by twenty-five
percent or more shall be treated as a new corporation.

"Threshold activity" means the yearly average combined
property and payroll in North Dakota of a corporation and
its affiliates for the previous three years.

"Water's edge group" includes the following entities:

a. Any affiliated corporation incorporated in the United
States or a possession of the United States, as
described in sections 931 through 936 of the Internal
Revenue Code. Corporations incorporated in the United
States must be eligible to be included in a federal
consolidated return and must have more than twenty
percent of its property and payroll, as determined by
factoring under chapter 57-38.1, assigned to locations
inside the fifty states, the District of Columbia, and
possessions of the United States. For purposes of
determining eligibility for inclusion in a federal
consolidated return under this subsection, the eighty
percent stock ownership requirements of section 1504
of the Internal Revenue Code shall be reduced to
ownership of over fifty percent of the voting stock
directly or indirectly owned or controlled by an
includable corporation.

b. Domestic international sales corporations, as
described in sections 991 through 994 of the Internal
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Revenue Code, and foreign sales corporations, as
described in sections 921 through 927 of the Internal
Revenue Code.

c. Export trade corporations, as described in sections
970 through 972 of the Internal Revenue Code.

d. Foreign corporations deriving gain or loss from a
disposition of a United States real property interest
to the extent recognized under section 897 of the
Internal Revenue Code.

e. Any corporation incorporated outside the United States
if over fifty percent of its voting stock is owned
directly or indirectly by the taxpayer and if more
than twenty percent of the average of its payroll and
property is assignable to a location within the United
States.

"Worldwide combined report" means a combined report with
respect to a unitary affiliated group irrespective of the
country or countries in which any member of the affiliated
group 1s incorporated or conducts business activity.

SECTION 2. Water's edge election. A corporation reguired to file
a worldwide unitary combined report must continue to do so unless it
elects to apportion its income using the water's edge method.

1.

A corporation electing to file using the water's edge
method must comply with the following:

a. The election must be made on the return as originally
filed.

b. The corporation may not reduce taxable income for
federal taxes paid or accrued as allowed by
subdivision ¢ of subsection 1 of section 57-38-01.3.

c. The water's edge election is binding for ten
consecutive taxable years after making the election.

d. The corporation must file with the tax commissioner a
domestic disclosure spreadsheet.

All corporations electing the water's edge method must
include the income and apportionment factors of the
water's edge group. Foreign dividends and income from
80/20 corporations must be included as follows:

a. An existing corporation must include fifty percent of
foreign dividends and sixty percent of income from
80/20 corporations. However, an existing corporation
that increases and maintains a threshold activity by
twenty-five percent or more, but not by business
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reorganization or acquisition, 1is only required to
include thirty percent of foreign dividends and thirty
percent of income from 80/20 corporations.

b. A new corporation must include thirty percent of
foreign dividends and thirty percent of income from
80/20 corporations.

c. For taxable vyears beginning after December 31, 1994,
all corporations making the water's edge election may
reduce the inclusion to include thirty percent of
foreign dividends and thirty percent of income from
80/20 corporations.

SECTION 3. Conditions imposed by tax commissioner. The tax
commissioner may impose necessary conditions other than the
imposition of worldwide combination to prevent tax avoidance or to
clearly reflect income in accordance with chapter 57-38.1.

SECTION 4. Presumptions and burden of proof. A taxpayer and its
affiliates are presumed to be a part of a unitary business and all
income of that business 1is presumed to be apportionable business
income except as otherwise provided in this Act. A taxpayer has the
burden of proof regarding the issue of whether or not a corporation
is a member of a water's edge combined group.

SECTION 5. EFFECTIVE DATE. This Act is effective for taxable
years beginning after December 31, 1988.

Approved April 21, 1987
Filed April 22, 1987
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CHAPTER 703

HOUSE BILL NO. 1546
(Representative Haugen)
(Senator Dotzenrod)

REPLACEMENT FARM MACHINERY SALES TAX

AN ACT to amend and reenact subsection 3 of section 57-39.2-01 and
subsection 4 of section 57-40.2-01 of the North Dakota Century
Code, relating to the definitions of gross recelpts and
purchase price.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 3 of section 57-39.2-01 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

3. "Gross receipts" means the total amount of sales of
retailers, valued in money, whether received in money or
otherwise. Provided, discounts for any purposes allowed

and taken on sales are not included, nor is the sale price
of property returned by customers when the full sale price
is refunded either in cash or by credit. Provided,
further, when tangible personal property is taken in trade
or in a series of trades as a credit or part payment of a
retail sale taxable wunder this chapter, if the tangible
personal property traded in will be subject to the sales
tax imposed by this chapter when sold or will be subject
to the motor vehicle excise tax imposed by chapter
57-40.3, the «credit or trade-in value allowed by the
retailer are not gross receipts. Provided, further, on
all sales of retailers, valued in money, when the sales
are made under a c¢onditional sales contract, or under
other forms of sale wherein the payment of the principal
sum is to be extended over a period longer than sixty days
from the date of sale that only the portion of the sale
amount shall be accounted for, for the purpose of
imposition of tax imposed by this chapter, as has actually
been received in cash by the retailer during each
quarterly period as defined herein. When a farm machine
is purchased as a replacement for machinery which was
stolen or totally destroyed, a credit or trade-in credit
is allowed in an amount equal to the compensation received
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for the 1loss from an insurance company. The purchaser
must provide the seller with a notarized statement from
the insurance company verifying that the original farm
machine is a total 1loss and indicating the amount of
compensation. The notarized statement must be retained by
the seller to verify the amount of c¢redit or trade-in
credit allowed. "Gross receipts" also means, with respect
to the leasing or renting of tangible personal property,
the amount of consideration, valued in money, whether
received in money or otherwise, received from the leasing
or renting of only tangible personal property the transfer
of title to which has not been subjected to a retail sales
tax in this state. For the purpose of this chapter, gross
receipts shall also include the total amount of sales of
every clerk, auctioneer, agent, or factor selling tangible
personal property owned by any other retailer.

SECTION 2. AMENDMENT. Subsection 4 of section 57-40.2-01 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

4.

"Purchase price" means the total amount for which tangible
personal property is sold, leased, or rented, valued in
money, whether paid in money or otherwise, but cash
discounts and trade-ins allowed and taken on sales shall
not be included. "Purchase price" shall also mean, in
those instances where sand or gravel is not sold at retail
as tangible personal property by the person severing the
sand or gravel, the fair market wvalue of the sand or
gravel severed. If the sand or gravel is not sold at
retail by the person severing the sand or gravel, it shall
be presumed until the contrary is shown by the
commissioner or by the person severing the sand or gravel
that the fair market value is eight cents per ton of two
thousand pounds [907.18 kilograms]. Where records are not
kept as to the tonnage of sand or gravel severed from the
soil it shall be presumed for the purpose of this chapter
that one cubic yard [764.55 liters] of sand or gravel
shall be equal to one and one-half tons [1360.78
kilograms] of sand or gravel. When a farm machine is
purchased as a replacement for machinery which was stolen
or totally destroyed, a credit or trade-in credit is
allowed in an amount equal to the compensation received
for the 1loss from the insurance company. The purchaser
must provide the seller with a notarized statement from
the insurance company verifying that the original farm
machine was a total loss and indicating the amount of
compensation. The notarized statement must be retained by
the seller to verify the amount of credit or trade-in
credit allowed.

Approved March 12, 1987
Filed March 16, 1987
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AN ACT

CHAPTER 704

HOUSE BILL NO. 1195
(Committee on Finance and Taxation)
(At the request of the Tax Commissioner)

OUT-OF-STATE RETAIL SALES TAXES

to amend and reenact subsection 8 of section 57-39.2-01 and

subsection 6 of section 57-40.2-01 of the North Dakota Century
Code, relating to collection of sales and use taxes by
out-of-state retailers; to provide an effective date; and to
declare an emergency.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

* SECTION 1. AMENDMENT. Subsection 8 of section 57-39.2-01 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

8.

"Retailer" includes every person engaged in the business
of leasing or renting hotel, motel, or tourist court

accommodations, and every person engaged in the business
of selling tangible goods, wares, or merchandise at
retail, or furnishing of steam, gas, and communication

services, or tickets or admissions to places of amusement,
entertainment, and athletic events including the playing
of any machine for amusement or entertainment in response
to the use of a coin, or magazines, or other periodicals;
and shall include any person as herein defined who by
contract or otherwise agrees to furnish for a
consideration a totally or partially finished product
consisting in whole or in part of tangible personal
property subject to the sales tax herein provided, and all
items of tangible personal property entering into the
performance of such contract as a component part of the
product agreed to be furnished under said contract shall
be subject to the sales tax herein provided and the sales
tax thereon shall be collected by the contractor from the
person for whom the contract has been performed in
addition to the contract price agreed upon, and shall be
remitted to the state in the manner provided in this
chapter; and shall include the state or any municipality
furnishing steam, gas, or communication service to members
of the public 1in its proprietary capacity. For the

* NOTE: Subsection 8 of section 57-39.2-01 was also amended by

section 2 of Senate Bill Wo. 2557, chapter 687.
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purpose of this chapter, retailer shall also include every
clerk, auctioneer, agent, or factor selling tangible
personal property owned by any other retailer. A retailer
also includes every person who engages in regular or
systematic solicitation of a consumer market in this state
by the distribution of catalogs, periodicals, advertising
flyers, or other advertising, or by means of print, radio
or television media, by mail, telegraphy, telephone,
computer data base, cable, optic, microwave, or other
communication system.

SECTION 2. AMENDMENT. Subsection 6 of section 57-40.2-01 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

6. "Retailer" includes every person engaged in the business
of selling tangible personal property for use within the
meaning of this chapter, but, when in the opinion of the
commissioner, it is necessary for the efficient
administration of this chapter to regard any salesman,
representative, trucker, peddler, or canvasser as the
agent of the dealer, distributor, supervisor, employer, or
other person under whom he operates or from whom he
obtains the tangible personal property sold by him,
whether he is making sales in his own behalf or in behalf
of such dealer, distributor, supervisor, employer, or
other person, the commissioner may regard him as such
agent, and may regard the dealer, distributor, supervisor,
employer, or other person as a retailer for the purposes
of this <chapter. A retailer also includes every person
who engages in regular or systematic solicitation of a
consumer market in this state by the distribution of
catalogs, periodicals, advertising flyers, or other
advertising, or by means of print, radio or television
media, by mail, telegraphy, telephone, computer data base,
cable, optic, microwave, or other communication system.

SECTION 3. EFFECTIVE DATE. This Act becomes effective on
April 1, 1987.

SECTION 4. EMERGENCY. This Act is declared to be an
emergency measure and is in effect upon its filing with the
secretary of state or on a date specified in this Act.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 705

SENATE BILL NO. 2901
(Select Committee on Finance and Taxation)
(At the request of the Office of Management and Budget)
(Approved by the Committee on Delayed Bills)

SALES, USE, AND MOTOR VEHICLE EXCISE TAX
RATES INCREASED

AN ACT to amend and reenact sections 57~39.2-~02.1, 57-39.2-03.2,
57-39.2-08.2, 57-40.2-02.1, and 57-40.3-02 of the North Dakota
Century Code, relating to the rate of sales tax, use tax, and
motor vehicle excise tax; and to provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-39.2-02.1 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-39.2-02.1. Sales tax imposed.

1. Except as otherwise expressly provided in subsection 2 for
sales of mobile homes used for residential or business
purposes and for sales of farm machinery, farm machinery
repair parts, and irrigation equipment used exclusively
for agricultural purposes and except as otherwise
expressly provided in this chapter, there is imposed a tax
of feur five percent upon the gross receipts of retailers
from all sales at retail including the leasing or renting
of tangible personal property as provided in this section,
within the state of North Dakota of the following to
consumers Or users:

a. Tangible personal property, consisting of goods,
wares, or merchandise, except mobile homes used for
residential or business purposes and farm machinery,
farm machinery repair parts, and irrigation equipment
used exclusively for agricultural purposes.

b. The furnishing or service of gas, communication
services, or steam other than steam used for
processing agricultural products.

c. Tickets or admissions to places of amusement or
entertainment or athletic events, including amounts
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charged for participation in an amusement,
entertainment, or athletic activity, and including the
playing of any machine for amusement or entertainment
in response to the use of a coin.

d. Magazines and other periodicals.

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

f. The 1leasing or renting of tangible personal property
the transfer of title to which has not been subjected
to a retail sales tax under this chapter or a use tax
under chapter 57-40.2.

2. There 1s hereby imposed a tax of three percent upon the
gross receipts of retailers from all sales at retail of
mobile homes used for residential or business purposes,
except as provided in subsection 35 of section 57-39.2-04,
and of farm machinery, farm machinery repair parts, and
irrigation equipment used exclusively for agricultural
purposes, including the leasing or renting of farm
machinery and irrigation equipment used exclusively for
agricultural purposes within the state of North Dakota to
consumers or users.

3. In the case of a contract awarded for the construction of
highways, roads, streets, bridges, and buildings prior to
Ap¥i: 2y 3983 December 1, 1986, the contractor receiving
the award shall be liable only for the sales or use tax at
the rate of tax in effect on the date of contract.

SECTION 2. AMENDMENT. Section 57-39.2-03.2 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-39.2-03.2. Sales tax on alcoholic beverages and tobacco products.
Notwithstanding any other provision of law, the sales taxes imposed
by this chapter apply to the gross receipts of retailers from all
sales at retail of alcoholic beverages as defined in section
5-01-01, whether mixed or unmixed at the time of sale or thereafter,
and whether sold for consumption on the premises or through off-sale
outlets for consumption off the premises, and cigarettes, cigars,
and other tobacco products, provided that gross receipts from the
sale thereof shall mean and include any other taxes imposed on such
merchandise or its use or on the retail or other sale thereof.
Notwithstanding any other provision of law, there is imposed a tax
of f£ive sixX percent on the gross receipts of retailers from all
sales at retail of alcoholic beverages, which is in lieu of and not
in addition to any other tax imposed by this chapter.

SECTION 3. AMENDMENT. Section 57-39.2-08.2 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:
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57-39.2-08.2. Sales tax to be added to purchase price and be a debt.

1. Except as otherwise provided in subsection 2, retailers
shall add the tax imposed under this chapter, or the
average eguivalent thereof, to the sales price or charge,
and when added, such tax shall constitute a part of such
price or charge, shall be a debt from the consumer or user
to the retailer until paid, and shall be recoverable at
law in the same manner as other debts. In adding such tax
to the price or charge, retailers shall adopt the
following bracket system for the application of the tax:

$0.01 to no tax
566-316 e 3¢ Eax
$6-32 €e 2& €ax
§6=-52 ¥e 3¢& tax
£6=- %2 %o 4¢ €ax

Eaeh additienat £31-00 - 4¢ additienail tax; er
eaeh additiena: 25¢ eor fractien thereef ever
$3-66 - 3¢ additienat AN

$0.16 through $0.20 ............. 1¢ tax
$0.21 through $0.40 ............. 2¢ tax
$0.41 through $0.60 ............. 3¢ tax
$0.61 through $0.80 ............. 4¢ tax
$0.81 through $1.00 ............. 5¢ tax

Each additional $1.00 - 5¢ additional tax, or
each additional 20¢ or fraction thereof over
$1.00 - 1¢ additional tax.

2. On retail sales of mobile homes used for residential or
business purposes, except as provided in subsection 35 of
section 57-39.2-04, and of farm machinery, farm machinery
repair parts, and irrigation equipment used exclusively
for agricultural purposes, retailers shall add the tax
imposed under this chapter, or the average equivalent
thereof, to the sales price or charge, and when added,
such tax shall constitute a part of such price or charge,
shall be a debt from the consumer or user to the retailer
until paid, and shall be recoverable at law in the same
manner as other debts. In adding such tax to the price or
charge, retailers shall add to it three percent of such
price or charge.

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

57-40.2-02.1. Use tax imposed.

1. Except as otherwise expressly provided in subsection 2 for
purchases of mobile homes used for residential or business
purposes and for purchases of farm machinery, farm
machinery repair parts, and irrigation equipment wused
exclusively for agricultural purposes, an excise tax is
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imposed on the storage, use, or consumption in this state
of tangible personal property purchased at retail for
storage, use, or consumption in this state, at the rate of
feur five percent of the purchase price of such property.
Except as limited by section 57-40.2-11, an excise tax is
imposed on the storage, use, or consumption in this state
of tangible personal property not originally purchased for
storage, use, or consumption in this state at the rate of
four five percent of the fair market wvalue of such
property at the time it was brought into this state.

2. An excise tax 1is imposed on the storage, use, or
consumption in this state of mobile homes wused for
residential or business purposes, except as provided in
subsection 19 of section 57-40.2-04, and of farm
machinery, farm machinery repair parts, and irrigation
eguipment used exclusively for agricultural purposes
purchased at retail for storage, use, or consumption in
this state at the rate of three percent of the purchase
price thereof. Except as limited by section 57-40.2-11,
and except as provided in subsection 35 of section
57-39.2-04, an excise tax is imposed on the storage, use,
or consumption in this state of mobile homes used for
residential or business purposes and of farm machinery,
farm machinery repair parts, and irrigation equipment used
exclusively for agricultural purposes not originally
purchased for storage, use, or consumption in this state
at the rate of three percent of the fair market value of
such mobile homes wused for residential or business
purposes and of such farm machinery, farm machinery repair
parts, and irrigation equipment used exclusively for
agricultural purposes at the time it was brought into this
state.

3. In the case of a contract awarded for the construction of
highways, roads, streets, bridges, and buildings prior to
Apr:: % 2983 December 1, 1986, the contractor receiving
the award shall be liable only for the sales or use tax at
the rate of tax in effect on the date of contract.

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

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

SECTION 6. EFFECTIVE DATE. This Act is effective for taxable
periods beginning after December 31, 1986.

Approved December 5, 1986
Filed December 8, 1986
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CHAPTER 706

HOUSE BILL NO. 1668
(Representatives Strinden, Mertens)
(Senators Heigaard, Holmberg)

SALES TAX INCREASE EMERGENCY

AN ACT to <create and enact section 7 to Senate Bill No. 2901, as
approved by the fiftieth legislative assembly, which relates
to the rate of the sales tax, use tax, and motor vehicle
excise tax, and declaring that Act to be an emergency measure;
and to declare an emergency.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. Section 7 to Senate Bill No. 2901, as approved by
the fiftieth legislative assembly, is hereby created and enacted to
read as follows:

SECTION 7. EMERGENCY. This Act is declared
to be an emergency measure and is in effect wupon
its filing with the secretary of state or on a
date specified in this Act.

SECTION 2. EMERGENCY. This Act 1is declared to be an
emergency measure and 1is 1in effect wupon its filing with the
secretary of state or on a date specified in this Act.

Approved March 4, 1987
Filed March 4, 1987
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CHAPTER 707

SENATE BILL NO. 2406
(Satrom)

COIN-OPERATED AMUSEMENT TAXATION

AN ACT to amend and reenact subsection 1 of section 57-39.2-02.1 of
the North Dakota Century Code as contained 1in section 1 of
Senate Bill No. 2901, as approved by the fiftieth legislative
assembly, relating to imposition of sales taxes on gross
receipts from the playing of any machine for amusement or
entertainment in response to the use of a coin.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

* SECTION 1. AMENDMENT. Subsection 1 of section 57-39.2-02.1
of the North Dakota Century Code as contained in section 1 of Senate
Bill No. 2901, as approved by the fiftieth legislative assembly, is
hereby amended and reenacted to read as follows:

1. Except as otherwise expressly provided in subsection 2 for
sales of mobile homes used for residential or business
purposes and for sales of farm machinery, farm machinery
repair parts, and irrigation equipment used exclusively
for agricultural purposes and except as otherwise
expressly provided in this chapter, there is imposed a tax
of five percent upon the gross receipts of retailers from
all sales at retail including the leasing or renting of
tangible personal property as provided in this section,
within the state of North Dakota of the following to
consumers or users:

a. Tangible personal property, consisting of goods,
wares, or merchandise, except mobile homes used for
residential or business purposes and farm machinery,
farm machinery repair parts, and irrigation equipment
used exclusively for agricultural purposes.

b. The furnishing or service of gas, communication
services, or steam other than steam used for
processing agricultural products.

* NOTE: Section 57-39.2-02.1 was also amended by section 3 of
Senate Bill No. 2557, chapter 687.
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Tickets or admissions to places of amusement or
entertainment or athletic events, including amounts
charged for participation in an amusement,
entertainment, or athletic activity, and including the
playing of any machine for amusement or entertainment
in response to the use of a coin. The tax imposed by
this section applies only to eighty percent of the
gross receipts collected from coin-operated amusement
devices.

Magazines and other periodicals.

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

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

Approved April 4, 1987
Filed April 6, 1987
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CHAPTER 708

HOUSE BIiLL NO. 1337
(Moore, Dorso)

CONTRACTORS’ SALES TAX RATE

AN ACT to amend and reenact subsection 3 of section 57-39.2-02.1 of
the North Dakota Century Code as contained in section 1 of
Senate Bill No. 2901, as approved by the fiftieth legislative
assembly, relating to the rate of sales or use tax which
applies to contractors; to provide an effective date; and to
declare an emergency.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 3 of section 57-39.2-02.1
of the North Dakota Century Code as contained in section 1 of Senate
Bill No. 2901, as approved by the fiftieth legislative assembly, is
hereby amended and reenacted to read as follows:

3. In the case of a contract awarded for the construction of
highways, roads, streets, bridges, and buildings for which
the bid was submitted prior to December % 9, 1986, the
contractor receiving the award shall be liable only for
the sales or use tax at the rate of tax in effect on the
date ef eentraet the bid was submitted.

SECTION 2. EFFECTIVE DATE. This Act 1s retroactively
effective to January 1, 1987.

SECTION 3. EMERGENCY. This Act 1is declared to be an
emergency measure and 1is in effect upon its filing with the
secretary of state or on a date specified in this Act.

Approved April 4, 1987
Filed April 6, 1987
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CHAPTER 709

SENATE BILL NO. 2077
(Legislative Council)
(Interim Taxation Committee)

SALES OF EXEMPT GROUPS IN COMPETITION
WITH RETAILERS

AN ACT to amend and reenact subsections 4 and 24 of section
57-39.2-04 of the North Dakota Century Code, relating to
limitations upon exemptions of certain sales from sales taxes
when in competition with retailers.

BE IT ENACTED B8Y THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsections 4 and 24 of section
57-39.2-04 of the North Dakota Century Code are hereby amended and
reenacted to read as follows:

4. Gross receipts from sales of tickets, or admissions to
state, county, district, and local fairs, and the gross
receipts from educational, religious, or charitable
activities, unless the activities are held in a publicly
owned facility, where the entire amount of net receipts is
expended for educational, religious, or charitable
purposes and the gross receipts derived by any public
school district if such receipts are expended in
accordance with section 15-29-13. This exemption does not
apply to regular retail sales that are in direct
competition with retailers.

24. Gross receipts from all sales etherwise taxabie under this
ehapter when made to an eligible facility for the use or
benefit of its patient or occupant. For the purposes of
this subsection, "eligible facility" means any hospital,
skilled nursing facility, or intermediate care facility
licensed by the state department of health, and boarding
homes for the aged and infirm licensed by the department
of human services.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 710

HOUSE BILL NO. 1399
(Representatives Belter, Kent)
(Senators Nelson, Dotzenrod)

ADJUVANT SALES TAX EXEMPTION

AN ACT to amend and reenact subsection 8 of section 57-39.2-04 and
subsection 9 of section 57-40.2-04 of the North Dakota Century
Code, relating to the sales and use tax exemption for
adjuvants.

BE |T ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 8 of section 57-39.2-04 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

8. Gross receipts from sales of adjuvants required by the
chemical label for application of a product warranty,

commercial fertilizers, fungicides, seed treatments,
inoculants and fumigants, herbicides and insecticides +to
agricultural or commercial vegetable producers and

commercial applicators; chemicals used to preserve
agricultural crops being stored; and seeds, roots, bulbs,
and small plants to commercial users or consumers for
planting or transplanting for commercial vegetable gardens
or agricultural purposes.

SECTION 2. AMENDMENT. Subsection 9 of section 57-40.2-04 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

9. €cemmereizal Adjuvants required by the chemical label for
application of a product warranty, commercial fertilizers,
fungicides, seed treatments, inoculants and fumigants,
herbicides and insecticides wused by agricultural or
commercial vegetable producers and commercial applicators;
chemicals used to preserve agricultural crops being
stored; and seeds, roots, bulbs, and small plants used by
commercial users or consumers for planting or
transplanting for commercial vegetable gardens or
agricultural purposes.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 711

HOUSE BILL NO. 1561
(O. Hanson)

CHURCH SUPPER SALES TAXES

AN ACT to create and enact a new subsection to section 57-39.2-04 of
the North Dakota Century Code, relating to a sales tax
exemption for gross receipts from an annual church supper or
bazaar held in a publicly owned facility.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. A new subsection to section 57-39.2-04 of the
North Dakota Century Code is hereby created and enacted to read as
follows:

Gross receipts from sales of tickets or admissions to, or
sales made at, an annual church supper or bazaar held in a
publicly owned facility. For purposes of this subsection,
"annual" means occurring not more than once in any
calendar year.

Approved April 14, 1987
Filed April 15, 1987
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CHAPTER 712

SENATE BILL NO. 2263
(Committee on Finance and Taxation)
(At the request of the Tax Commissioner)

FOOD STAMP EXEMPTION

AN ACT to amend and reenact section 57-39.2-04.1, subsection 2 of
section 57-39.2-11, subsection 2 of section 57-39.2-12.1,
section 57-40.2-04.1, and subsection 2 of section 57-40.2-07.1
of the North Dakota Century Code, relating to the tax
commissioner's authority to change filing requirements,
nonavailability of compensation for administrative expenses,
deduction for administrative expenses for filing sales and use
tax returns, and sales and use tax exemption for food and food
products purchased with food coupons issued by the United
States department of agriculture.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-39.2-04.1 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-39.2-04.1. Sales tax exemption for food and food products.
Beginning July 1, 1973, gross receipts from sales for human
consumption of food and food products including but not limited to
cereal and cereal products, butter, cheese, milk and milk products,
oleomargarine, meat and meat products, poultry and fish and other
fresh and saltwater animal products, eggs and egqg products,
vegetables and vegetable products, fruit and fruit products, spices
and salt, sugar and sugar products, coffee and coffee substitutes,
tea, and cocoa and cocoa products when purchased by consumers for
consumption off the premises where purchased, shall be exempt from
the sales tax imposed by this chapter. "Food" and "food products"
as used herein shall not include any alcoholic beverages or mixed
drinks made therefrom, candy, chewing gum, carbonated beverages,
beverages commonly referred to as soft drinks containing less than
seventy percent fruit juice, powdered drink mixes, or medicines and
preparations in 1liquid, powdered, granular, tablet, capsule,
lozenge, and pill form sold as dietary supplements or adjuncts.
Beginning on October 1, 1987, food or food products purchased for
human consumption with food coupons issued by the United States
department of agriculture under the Food Stamp Act of 1977, as
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amended, are exempt from the tax imposed by this chapter pursuant to
the Food Security Act of 1985.

SECTION 2. AMENDMENT. Subsection 2 of section 57-39.2-11 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

2. 7The commissieners; i€ he deems it neeessary er advisable in
erder £e ensure the payment ef the ¢ax impesed by this
ehapter; or £ he deems it practieal; may reguire returns
and payment of the tax te be made fer eannua: perieds er
ether than quarterty er menthily perieds; the previsiens ef
€this ehapter te the eentrary netwithstanding- The
commissioner may require the filing of returns and payment
of tax on a monthly, quarterly, annual, or other basis
when the commissioner deems it necessary to ensure payment
of the tax imposed by this chapter. Compensation for
administrative expenses under sections 57-39.2-12.1 and
57-40.2-07.1 is not allowed under this section unless the
retailer qualifies for compensation under sections
57-39.2-12 and 57-40.2-07.

SECTION 3. AMENDMENT. Subsection 2 of section 57-39.2-12.1
of the North Dakota Century Code is hereby amended and reenacted to
read as follows:

2. The aggregate of deductions allowed by this section and
section 57-40.2-07.1 may not exceed %we hundred £ifty
detiars per quarteriy peried eighty-five dollars per month
for permitholders filing on a monthly basis for each
business location which has been issued a sales or use tax
permit by the commissioner.

SECTION 4. AMENDMENT. Section 57-40.2-04.1 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-40.2-04.1. Use tax exemption for food and food products.
Beginning July 1, 1973, gross receipts from sales for human
consumption of food and food products including but not limited to
cereal and cereal products, butter, cheese, milk and milk products,
oleomargarine, meat and meat products, poultry and fish and other
fresh and saltwater animal products, eggs and egg products,
vegetables and vegetable products, fruit and fruit products, spices
and salt, sugar and sugar products, coffee and coffee substitutes,
tea, and cocoa and cocoa products when purchased by consumers for
consumption off the premises where purchased, shall be exempt from
the use tax imposed by chapter 57-40.2. "Food" and "food products"
as used herein shall not include any alcoholic beverages or mixed
drinks made therefrom, candy, chewing gum, carbonated beverages,
beverages commonly referred to as soft drinks containing less than
seventy percent fruit juice, powdered drink mixes, or medicines and
preparations in liquid, powdered, dgranular, tablet, capsule,
lozenge, and pill form sold as dietary supplements or adjuncts.
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Beginning on October 1, 1987, food or food products purchased for
human _consumption with food coupons issued by the United States
department of agriculture under the Food Stamp Act of 1977, as
amended, are exempt from the tax imposed by this chapter pursuant to
the Food Security Act of 1985.

SECTION 5. AMENDMENT. Subsection 2 of section 57-40.2-07.1
of the North Dakota Century Code is hereby amended and reenacted to
read as follows:

2. The aggregate of deductions allowed by this section and
section 57-39.2-12.1 may not exceed «we hundred £ifty
deiiars per guarterity peried eighty-five dollars per month
for permitholders filing on a monthly basis for each
business location which has been issued a sales or use tax
permit by the commissioner.

Approved March 26, 1987
Filed March 30, 1987
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CHAPTER 713

SENATE BILL NO. 2441
(Senator Richard)
(Representatives P. DeMers, Wilkie)

ALCOHOLIC BEVERAGE SALES TAX

AN ACT to create and enact a new section to chapter 57-39.2 of the
North Dakota Century Code, relating to inclusion of the sales
taxes on sales of alcoholic beverages in the purchase price of
the alcoholic beverages.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. A new section +to <chapter 57-39.2 of the North
Dakota Century Code 1is hereby created and enacted to read as
follows:

Sales tax on alcoholic beverages may be included in purchase price.
Notwithstanding any other provision of law, the taxes imposed by
this chapter upon the gross receipts of retailers from all sales at
retail of alcoholic beverages as defined in section 5-01-01, whether
mixed or unmixed at the time of sale or thereafter, and whether sold
for consumption on the premises or for consumption off the premises,
may be included in the purchase price of the alcoholic beverages.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 714

SENATE BILL NO. 2385
(Senator Richard)
(Representative Brokaw)

BIENNIUM-ENDING SALES TAX RETURNS

AN ACT to amend and reenact subsection 1 of section 57-39.2-12 of
the North Dakota Century Code, relating to the due date of the
last sales and use tax return for the 1987-1989 biennium.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 1 of section 57-39.2-12 of
the 1985 Supplement to the North Dakota Century Code is hereby
amended and reenacted to read as follows:

1.

The tax levied under this chapter shall be due and payable
in gquarterly installments on or before the last day of the
month next succeeding each calendar quarterly period,
except that if total sales subject to sales and use taxes
for the preceding calendar year for any business which has
been issued a sales tax permit equal or exceed three
hundred thirty~three thousand dollars, the tax levied
under this chapter shall be payable monthly on or before
the last day of the next succeeding month, except tax
collected during May 2987 1989 is payable on or before the
twenty-second day of June 3987 1989. The retailer shall
pay the total tax due in the manner prescribed by the
commissioner. Penalties and interest for failure to file
a return, for filing an incorrect return, or for failure
to pay the tax due shall be those prescribed in section
57-39.2-18. 1If the total of sales subject to such taxes
decreases below three hundred thirty-three thousand
dollars for any succeeding year, the retailer shall return
to quarterly filing and payments. When there is a sale of
any business by any retailer or when any business is
discontinued by a retailer, the tax shall become due
immediately prior to the sale or discontinuance of such
business and if not paid within fifteen days thereafter it
shall become delinquent and subject to the penalties
provided in section 57-39.2-18.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 715

SENATE BILL NO. 2555
(Ingstad)
(Approved by the Committee on Delayed Bills)

OUT-OF-STATE BUSINESS TAXATION

AN ACT to amend and reenact subsection 7 of section 57-40.2-01 of
the North Dakota Century Code, relating to imposition of use
taxes on the gross receipts from sales in this state by a
person who engages in regular or systematic solicitation of
sales of tangible personal property in this state.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 7 of section 57-40.2-01 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

7. "Retailer maintaining a place of business in this state",
or any like term, shall mean any retailer having or
maintaining within this state, directly or by a
subsidiary, an office, distribution house, sales house,
warehouse, or other place of business, or any agent
operating within this state under the authority of the
retailer or its subsidiary, whether such place of business
or agent 1is located in the state permanently or
temporarily, or whether or not such retailer or subsidiary
is authorized to do business within this state. It also
includes every person who engages in regular or systematic
solicitation of sales of tangible personal property in
this state by the distribution of catalogs, periodicals,
advertising flyers, or other advertising, by means of
print, radio or television media, or by mail, telegraphy,
telephone, computer data base, cable, optic, microwave or
other communication system for the purpose of effecting
retail sales of tangible personal property.

Approved April 21, 1987
Filed April 22, 1987
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CHAPTER 716

SENATE BILL NO. 2556
(Heigaard)
(Approved by the Committee on Delayed Bills)

ALCOHOL USE TAX RATE

AN ACT to amend and reenact section 57-40.2-03.2 of the North Dakota
Century Code, relating to the rate of wuse tax on alcoholic
beverages.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-40.2-03.2 of the North
Dakota Century Code is hereby amended and reenacted <to read as
follows:

57-40.2-03.2. Use tax on alcoholic beverages and tobacco products.
Notwithstanding any other provision of law, the use taxes imposed by
this chapter apply to the storage, use, or consumption in this state
of alcoholic beverages as defined in section 5-01-01, whether mixed
or unmixed at the time of sale or thereafter, and whether sold for
consumption on the premises or through off-sale outlets for
consumption off the premises, and cigarettes, cigars, and other
tobacco products, provided that gross receipts from the sale thereof
shall mean and include any other taxes imposed on such merchandise
or its use or on the retail or other sale thereof. Notwithstanding
any other provision of law, there 1is imposed a tax of five six
percent on the storage, use, or consumption in this state of
alcoholic beverages, which is in lieu of and not in addition to any
other tax imposed by this chapter.

Approved April 24, 1987
Filed April 27, 1987
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CHAPTER 717

SENATE BILL NO. 2215
(Committee on Finance and Taxation)
(At the request of the Motor Vehicle Department)

MOTOR VEHICLE EXCISE TAX DEFINITIONS

AN ACT to create and enact three new subsections to
section 57-40.3-01 of the North Dakota Century Code, relating
to definitions of vehicles for purposes of the motor vehicle
excise tax; and to amend and reenact subsection 1 of
section 57-40.3-01 of the North Dakota Century Code, relating
to the definition of motor wvehicle for purposes of motor
vehicle excise tax.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. Three new subsections to section 57~40.3-01 of the
North Dakota Century Code are hereby created and enacted to read as
follows:

"All-terrain vehicle" means any motorized off-highway
vehicle fifty inches [1270 millimeters] or less in width,
having a dry weight of six hundred pounds [272.15
kilograms] or less, traveling on three or more
low~pressure tires, designed for operator use only with no
passengers, having a seat or saddle designed to be
straddled by the operator, and handlebars for steering
control.

"Snowmobile" means a self-propelled vehicle designed for
travel on snow, ice, or a natural terrain and steered by
skis or runners.

"Travel trailer" means a mobile home or house trailer
designed to be towed behind a motor vehicle for
recreational purposes and providing temporary sleeping
quarters for people.

SECTION 2. AMENDMENT. Subsection 1 of section 57-40.3-01 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:
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"Motor vehicle" shai: ineiude includes every vehicle which
is self-propelled and every vehicle which is propelled by
electric power obtained from overhead trolley wires, but
not operated upon rails, and every trailer, and
semitrailer, all-terrain vehicle, snowmobile, and travel
trailer for which a certificate of title is required to be
obtained pursuant to the provisions of chapter 39-05, but
not including housetrailers, or mobile homes.

Approved March 26, 1987
Filed March 30, 1987
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CHAPTER 718

SENATE BILL NO. 2299
(Senator Nalewaja)
(Representative Skjerven)

MOTOR VEHICLE PURCHASER’S CERTIFICATE

AN ACT to create and enact a new section to chapter 57-40.3 of the
North Dakota Century Code, relating to a statement of purchase
price and trade-in allowance for motor vehicles which must be
furnished by a seller of a motor vehicle; and to amend and
reenact section 57-40.3-05 of the North Dakota Century Code,
relating to the motor vehicle purchaser's certificate which
must be furnished to the motor vehicle registrar in
transferring title to a motor vehicle.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-40.3-05 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-40.3-05. Purchaser to furnish motor vehicle purchaser's certificate to
registrar. Any person purchasing a motor vehicle and any person
acquiring a motor vehicle by way of gift from a husband or wife,
parent or child, or from a brother or sister shall complete a motor
vehicle purchaser's certificate in such form and manner as may be
prescribed by the registrar, showing a complete description of the
motor vehicle, the seller's name and address, the buyer's name and
address, the full purchase price of the vehicle, trade-in allowance
and description of the trade-in, if any, whether the vehicle was the
subject of a gift, and any other information that the registrar may
require. If the motor vehicle was the subject of a sale, the
purchaser must, upon request of the motor vehicle department, also
attach to the motor vehicle purchaser's certificate a copy of the
seller's certificate required under section 2 of this Act.

SECTION 2. A new section to chapter 57-40.3 of the North
Dakota Century Code 1is hereby created and enacted to read as
follows:

Seller to furnish motor vehicle seller's certificate to
purchaser. Any person selling a motor vehicle must, upon request of
the motor vehicle department, provide a motor vehicle seller's
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certificate to the purchaser showing a complete description of the
motor vehicle, the seller's name and address, the buyer's name and
address, the full purchase price of the vehicle, and the trade-in
allowance and description of the trade-in, if any. Every licensed
vehicle dealer, at the time of sale of a motor vehicle, must
complete that portion of a motor vehicle purchase certificate
relating to the full purchase price of the vehicle and any allowance
for a trade-in.

Approved March 26, 1987
Filed March 30, 1987
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CHAPTER 719

HOUSE BILL NO. 1548
(Representatives Graba, Haugen, Haugland)
(Senators Yockim, Wright)

AIRCRAFT EXCISE TAX

AN ACT to amend and reenact sections 57-40.5-01, 57-40.5-02, and
57-40.5-03 of the North Dakota Century Code, relating to the
definition of purchase price of aircraft, increasing the rate
of tax, and removing the exemption for aircraft wupon which
aircraft excise tax has once been paid; to provide an
effective date; and to declare an emergency.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-40.5-01 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-40.5-01. Definitions. The following words, terms, and
phrases, when used in this chapter, have the meaning ascribed to
them in this section, except where the context clearly indicates a
different meaning:

1. M"Aircraft" includes airplanes, helicopters, manned
balloons, and ultralight vehicles.

2. "Director" means the director of aeronautics.

3. "Purchase price" means the total amount paid for the
aircraft whether paid in money or otherwise, provided,
however, that when an aircraft or a motor vehicle that
will be subject to the motor vehicle excise tax imposed by
chapter 57-40.3, is taken in trade on an aircraft taxable
under this chapter, the trade-in value allowed by the
person selling the aircraft must be deducted from the
selling price to establish the purchase price of the
aircraft being sold and the trade-in allowance allowed by
the seller on an aircraft accepted as a trade-in
constitutes the purchase price of an aircraft. "Purchase
price” also means the fair market value when no current
purchase is involved and the aircraft is moved by the
owner or user from any other state into this state and on
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which no sales, use, or excise tax was paid by the owner
or user to any other state, or on which a sales, use, or
excise tax was paid by the owner or user to another state
which does not have reciprocity with this state, and for
which aircraft registration is required by section 2-05-11
or registration and licensing required is by section
2-05-18. £ tangibie persenai preperty that is subjeet %o
a sales er¥ a use £aX impesed by ehapter 57-39-2 er chapteyx
57-46+2 when seid er used is <«akern in &rade as part
payment en an aireraft taxable under <€his ehapter; ne
eredit eor Erade-in vaiue shali be allewed by the persen
setting the aireraft in determining £he £ax impesed by
this ehepter: The exeise tax impesed by this chapter is a
ene~time €aH on the £full purehase price with ne allewanee
for persernat preperty €rade-in eredit; whether <€he
aireraft is purehased er acguired in eor eouEside ef Ethe
stante of Nerth Daketa- After the £irst tanabie saite ne
additieonnt exeise tax shait be impesed upen the sale ex
transfer of ewnership eof the aireraft o any purehaser in
the state regardless of the number of saies eor purehases
ef the aireraft in the stater The aeronauties eemmissieon
shall maintain reeerds ef at: first-time eHeise taxes paid
en eait aireraft purchased or acguired for the £irst time
en and after January 2; 3984~ If an aircraft is purchased
by a person who has paid the ene-time excise tax and who
has had an aircraft stolen or destroyed, a credit must be
allowed in the amount the purchaser has paid in tax on the
stolen or destroyed aircraft. The purchaser must provide
the director with a notarized statement from the insurance
company verifying the fact that the original aircraft was
a total loss and stating the amount compensated by the
insurance company for the loss. The statement from the
insurance company must accompany the purchaser's
application for a certificate of registration for the
replacement aircraft. In instances in which a licensed
aircraft dealer or established fixed base aviation
operator located at an airport open for public use and
approved by the aeronautics commission, places into
service a new or used aircraft for the purpose of renting,
leasing, or dealership or fixed base aviation operator
utility service, the reasonable value of the new or used
replacement aircraft shall be included as a trade-~in value
if +the new or replacement aircraft is properly registered
with the aeronautics commission. "Purchase price" in
those instances where the aircraft is acquired by gift or
other transfer for a nominal or no monetary consideration,
also includes the average value of similar aircraft,
established by standards as determined by the director.
"Purchase price" in those instances where an aircraft is
manufactured by a person who registered it under the laws
of this state, means the manufactured cost of such
aircraft and manufactured cost means the amount expended
for materials, 1labor, and other properly allocable costs
of manufacture except that, in the absence of actual
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expenditures for the manufacture of a part or all of the
aircraft, manufactured cost means the reasonable value of
the completed aircraft, as determined by the director.

4. "Purchaser" means any person owning or in possession of an
aircraft who makes application to the director for
registration of such aircraft.

5. "sale", '"sells", "selling", ‘'purchase", or "acquired"
includes any transfer of title or ownership of an aircraft
by way of gift, exchange, barter, or by any other manner
for or without consideration.

6. "Use" means the exercise by any person of any right
incident to ownership of an aircraft, except that it does
not include the sale or holding for sale of such an
aircraft in the regular course of business.

SECTION 2. AMENDMENT. Section 57-40.5-02 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-40.5-02. Tax imposed. There is imposed an excise tax at the
rate of feur five percent on the purchase price of any aircraft
purchased or acquired either in or outside of the state of North
Dakota or on the lease or rental cost of any aircraft, less fuel, if
rented dry and required to be registered under the laws of this
state, except on aircraft or helicopters designed or modified for
exclusive wuse as agricultural aircraft for aerial application of
agricultural chemicals, insecticides, fungicides, growth regulators,
pesticides, dusts, fertilizer, or other agricultural materials, the
excise tax is imposed at the rate of three percent on the purchase
price of any such aircraft purchased or acquired in or outside of
this state, including the leasing or renting of such agricultural
aircraft to users for agricultural purposes.

SECTION 3. AMENDMENT. Section 57-40.5-03 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-40.5-03. Exemptions. There are specifically exempted from
the provisions of this chapter and from computation of the amount of
tax imposed by it, the following:

1. Azreraft uper whieh the exneise tax impesed by this ehapter
khas been paid enee en the purehase priee with ne ¢rade-in
ef naireraft eor eother preperty altilewed; whether sueh
atreraft s purehased er aequired in er eutside ef this
state; shaii be enempt frem any additiena: exeise €axH upen
the sale er transfer of sueh aireraft €o any purehaser in
this state regardiess ef the number of saies er purehasers
of sueh aireraft that may take piace within %the state-
The aerenauties ecommission shail maintain reecords of ati
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2=
3= 2.
4= 3.
5= 4.
6= 5

first-time eXeise tax paid en atl aireraft purchased eor
aeequired fer the £irst time en and after danuary ;7 1984-

Aircraft acquired by disabled veterans as defined by the
provisions of Public Law No. 79-663 (38 U.s.C. 1901].
This exemption shall be allowed only with respect to one
aircraft owned by any disabled veteran.

Any aircraft owned by or in possession of the federal or
state government or any of the political subdivisions,
departments, agencies, or institutions thereof.

Aircraft which were previously titled or registered in the
names of two or more joint tenants and subsequently
transferred without monetary consideration to one or more
of the joint tenants; the transfer of aircraft by gift,
inheritance, or devise between a husband and wife, parent
and child, or brothers and sisters; and the transfer of
aircraft to reflect a new name of the owner caused by a
business reorganization, if the ownership of the business
organization remains in the same person or persons as
prior to the reorganization.

Alrcraft transferred between a lessee and lessor, if the
lessee has been in continuous possession of the aircraft
for a period of one year or longer, and if the lessor has
paid either the tax imposed under this chapter at the time
of registering the aircraft in this state or the use tax
imposed by chapter 57-40.2.

Aircraft acquired by any parochial or private nonprofit
school. To qualify, a school must normally maintain a
regular faculty and curriculum and must have a regularly
organized body of students in attendance. The aircraft is
not to be used for commercial activities.

SECTION 4. EFFECTIVE DATE. This Act becomes effective on

April 1,

1987.

SECTION 5. EMERGENCY. This Act 1s declared to be an
emergency measure and 1is 1in effect upon its filing with the
secretary of state or on a date specified in this Act.

Approved April 17, 1987
Filed April 20, 1987
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CHAPTER 720

SENATE BILL NO. 2045
(Legislative Council)
(Interim Government Administration Committee)

EMERGENCY SERVICES COMMUNICATION

AN ACT to create an emergency services communication system advisory
committee for 911 telephone systems; and to amend and reenact
section 57-40.6-05 of the North Dakota Century Code, relating
to the use of the emergency services telephone access lines
excise tax; and to provide an expiration date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. Governor to appoint an emergency services
communication system advisory committee - Standards and guidelines -

Report.

1. The governor shall appoint a nine-member emergency
services communication system advisory committee for 911
telephone systems. For purposes of this section,
"emergency services communication system" has the same
meaning as that term is defined in section 57-40.6-01.
The governor shall include, on the advisory committee, one
representative from the rural telephone companies, one
representative from the commercial telephone companies,
one representative from the North Dakota league of cities,
one representative from the association of counties, one
representative from the office of management and budget,
one representative from the North Dakota peace officers
association, one representative from the fire chiefs
association, one representative from the department of
human services, and one representative from the state
radio communications' office. Members' terms shall be for
three years and subject to reappointment. The committee
shall name a chairman and a vice chairman from its
mempbership, and the state radio communications office
shall provide staff services to the advisory committee.
Advisory committee members are entitled to travel expense
reimbursement from the state radio communications office.
Reimbursement shall be at the same rates and in the same
manner as provided for state employees.
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2. The advisory committee with the assistance of the state
radio communications office shall establish standards and
guidelines for the development and operation of emergency

911 telephone systems that utilize a county rural
numbering system to identify the sections, townships, and
quarters, and the farms, residences, businesses, or

buildings in a counterclockwise rotation around each
quarter. The standards and guidelines are to establish
the level of emergency 911 telephone system services to be
provided and the uniformity and compatibility of emergency
911 telephone systems in the state. The standards must
require that systems installed after July 1, 1987, must
identify the emergency caller's location.

3. The advisory committee shall prepare, each biennium, a
report on its work for submission to the governor and the
legislative assembly.

SECTION 2. AMENDMENT. Section 57-40.6-05 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-40.6-05. Restriction on use of tax proceeds. The county or city
may not use the proceeds of the tax imposed under section 57-40.6-02
for any purpose other than establishing or operating the emergency
services communication system in accordance with the standards and

guidelines established by the emergency services communication
advisory committee.

SECTION 3. EXPIRATION DATE. This Act is effective through
June 30, 1991, and after that date is ineffective.

Approved April 4, 1987
Filed April 6, 1987
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CHAPTER 721

HOUSE BILL NO. 1481
(Dorso)

IMPORTER FOR USE TAX ADMINISTRATION

AN ACT to amend and reenact subsection 3 of section 57-43.1-01,
sections 57-43.1-35, 57-43.1-42, 57-43.1-43, subsection 5 of
section 57-43.2-01, and sections 57-43.2-28, 57-43.2-35, and
57-43.2-36 of the North Dakota Century Code, relating to the
definition of importer for use, importer for use tax credits,
reports, and payments for motor vehicle fuels and special
fuels taxes.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 3 of section 57-43.1-01 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

3. "Importer for use" means any person importing motor fuel
into this state in the fuel supply tank or tanks of any
motor vehicle or combination of vehicles used, designed,
or maintained for transportation of persons or property
and having two axles and a weight exceeding twenty-six
thousand pounds [1179.3401 kilograms] or having three or
more axXxles regardless of weight. In the case of motor
vehicles that are leased or rented, the importer for use
means the lessee or renter unless the commissioner has
designated the lessor, renter, or some other person as the
importer for wuse. Any person engaged in the business of
agriculture is excluded from this definition while
transporting that person's produce or livestock in a motor
vehicle owned by that person.

SECTION 2. AMENDMENT. Section 57-43.1-35 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-43.1-35. Exemptions. The tax levied under section 57-43.1-33
does not apply to fuel imported into and used in this state in:
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1. Operating motor vehicles commonly designated as
automobiles which are constructed for and being used
solely for the transportation of persons for purposes
other than for hire or compensation.

2. operatirg a meter vehieite having a meter fuel suppiy £ank
er tanks with an eaggregate eapaeity eof net mere £han
thirty-£five gatitens {132-48 iiters} 3£ sueh vehiele is nek
being used as A eemmen er eepniraet earrier of persens e¥
preperty er As a private ecommereial ecarrier of preperky-

3= Operating vehicles of the government of the United States
or any of its agencies, any state, or any political
subdivision of any state, provided no exemption of the tax
levied by section 57-43.1-33 may be construed as an
exemption from any other tax levied by law.

SECTION 3. AMENDMENT. Section 57-43.1-42 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-43.1-42. Credit for North Dakota purchases - Refunds. If the
eredit for tax paid on fuel purchased or acquired by the importer
for use from sources within this state for the propulsion of motor
vehicles exceeds the tax which weuid appiy applies to fuel used for
the propulsion of motor vehicles on the public highways of this
state, the excess eredit must tax paid on the fuel may be refunded,
or eredit appiied for the ameunt against any subsequent taH return
the amount may be carried over as a credit against a subsequent tax
liability. The importer for use may carry the credit on subseguent
tax reports for a period not to exceed eight consecutive calendar
gquarters.

SECTION 4. AMENDMENT. Section ©57-43.1~43 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-43.1-43. Importer for use tax eadministratien, reports,
payments, records, refunds; penalties, disposition of funds, audits, and
assessments.

1. Imperter Importers for use £ax must be reperted; paid;
cetieeteds; refundeds and administered and importers for
use are subjeet o the same penal previsiens; anrd shall
file a guarterly tax return with the commissioner on forms
prescribed by the commissioner to determine the amount of
tax liability or credit under this chapter. The importer
for use shall file the return no later than the last day
of the month next succeeding the last calendar month in
the guarter. Importers for use shall be assessed penalty
and interest and are subject to record keeping as provided
in this chapter. The importer for use tax collected must
be distributed as provided in this chapter.
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2. The commissioner shall audit the returns and make
necessary assessments pursuant to the procedures and
limitations provided for in section 57-43.1-17.

SECTION 5. AMENDMENT. Subsection 5 of section 57-43.2-01 of
the 1985 Supplement to the North Dakota Century Code 1is hereby
anended and reenacted to read as follows:

5. "Importer for use" means any person importing fuel into
this state in the fuel supply tank or tanks of any motor
vehicle or combination of vehicles used, designed, or
maintained for transportation of persons or property and
having two axles and a weight exceeding twenty-six
thousand pounds [1179.3401 kilograms] or having three or
more axles regardless of weight. In the case of motor
vehicles that are leased or rented, the importer for use
means the lessee or renter unless the commissioner has
designated the lessor, renter, or some other person as the
importer for wuse. Any person engaged in the business of
agriculture is excluded from this definition while
transporting that person's produce or livestock in a motor
vehicle owned by that person.

SECTION 6. AMENDMENT. Section 57-43.2-28 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-43.2-28. Exemptions. The tax levied under section 57-43.2-26
does not apply to fuel imported into and used in this state in:

1. Operating motor vehicles commonly designated as
automobiles which are constructed for and being used
solely for the transportation of persons for purposes
other than for hire or compensation.

2. ©Operating a meter vehieite having a metor fuei suppiy tank
or tanks with an aggregate eapaecity eof net mere kthan
thirty-£five galtiens {3132-48 iiterst 3£ sueh vehieie #s net
being used as a commeoRn or¥ eontraect earrier of persens er
preperty er as a private cemmereinl earrier of preperty-

3= Operating vehicles of the government of the United States
or any of 1its agencies, any state, or any political
subdivision of any state provided no exemption of the tax
levied by section 57-43.2-26 may be construed as an
exemption from any other tax levied by law.

SECTION 7. AMENDMENT. Section 57-43.2-35 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-43.2-35. Credit for North Dakota purchases - Refunds. If the
eredit fer tax paid on fuel purchased or acquired by the importer
for wuse from sources within this state for the propulsion of motor
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vehicles exceeds the tax which weuid appity applies to fuel used for
the propulsion of motor vehicles on the public highways of this
state, the excess exedit must tax paid on the fuel may be refunded,
er eredit appiied for the ameunt against any subsequent tax return
the amount may be carried over as a credit against a subsequent tax
liability. The importer for use may carry the credit on subsequent
tax reports for a period not to exceed eight consecutive calendar
quarters.

SECTION 8. AMENDMENT. Section 57-43.2-36 of the North

Dakota Century Code is hereby amended and reenacted to read as
follows:

57-43.2-36. Importer for use tax administratien reports, payments,
records, refunds; penalties, disposition of funds, audits, and assessments.

1. Imperter Importers for use #£ax must be reported; paid;
eotlected; refunded; and administered and imperters for
use are subjeet teo the same penat previsiens; anrd shall
file a guarterly tax return with the commissioner on forms
prescribed by the commissioner to determine the amount of
tax liability or credit under this chapter. The importer
for use shall file the return no later than the last day
of the month next succeeding the last calendar month in
the quarter. Importers for use shall be assessed penalty
and interest and are subject to record keeping as provided
in this chapter. The importer for use tax collected must
be distributed as provided in this chapter.

2. The commissioner shall audit the returns and make
necessary assessments pursuant to the procedures and
limitations provided for in section 57-43.2-14.

Approved March 27, 1987
Filed March 30, 1987
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CHAPTER 722

HOUSE BILL NO. 1290
(A. Hausauer)

COMPRESSED NATURAL GAS SALES

AN ACT to create and enact a new subsection to section 57-43.2-01 of
the North Dakota Century Code, relating to the definition of

"special fuel wholesaler"; and to amend and reenact
subsection 2 of section 23-13-01, subsections 3 and 4 of
section 23-13-02.1, sections 57-43.2-05, 57-43.2-06,

57-43.2-07, 57-43.2-08, 57-43.2-09, 57-43.2-10, 57-43.2-11,
57-43.2-22, 57-43.2-23, and 57-43.2-24 of the North Dakota
Century Code, relating to the definitions of "filling
stations," ‘"self-service motor fuel dispensing facility," and
"self-service motor fuel dispensing unit" and administration
and imposition of special fuels taxes regarding compressed
natural gas and special fuel wholesalers; and to provide a
penalty.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 2 of section 23-13-01 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

2. "Filling station" shall mean all places of whatever
character or description where gasoline er, other
inflammable liquids, or compressed natural gas are sold at
retail for use in motor vehicles.

SECTION 2. AMENDMENT. Subsections 3 and 4 of section
23-13~02.1 of the 1985 Supplement to the North Dakota Century Code
are hereby amended and reenacted to read as follows:

3. "Self-service motor fuel dispensing facility" means any
business establishment which offers for sale at retail
prices motor fuels or compressed natural gas which are
dispensed from self-service motor fuel or compressed
natural gas dispensing units.

4. "gSelf-service motor fuel dispensing unit" means any
system, device, or pump for dispensing motor fuels or
compressed natural gas 1into the fuel tanks of motor
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vehicles which is intended to be operated by the purchaser
of such motor fuel or compressed natural gas, except that
such term does not include any system, device, or pump
which is coin~operated or currency-operated.

SECTION 3. A new subsection to section 57-43.2-01 of the 1985
Supplement to the North Dakota Century Code is hereby created and
enacted to read as follows:

"Special fuel wholesaler" means any person who produces,
refines, manufactures, blends, or compounds special fuel,
or who imports or exports special fuel, other than in the
fuel supply tank of a motor vehicle, for distribution to a
special fuel dealer for sale and use.

SECTION 4. AMENDMENT. Section 57-43.2-05 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-43.2-05. Special fuel wholesaler's or dealer's license required. No
person may act as a special fuel wholesaler or dealer in this state
unless that person 1s a holder of an uncanceled special fuel
wholesaler's or dealer's license issued by the commissioner.
Application for a special fuel wholesaler's or dealer's license
shall be made to the commissioner and a separate license is required
for each separate place of business or location where special fuels
are regularly sold, delivered, or placed into the tanks of bulk
supply vehicles for delivery into supply tanks of special fuel
users. The application must be filed wupon a form prepared and
furnished by the commissioner and shall contain such information as
the commissioner requires.

SECTION 5. AMENDMENT. Section 57-43.2-06 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-43.2-06. License, fee, and bond. No person may act as a
special fuel wholesaler or dealer in this state wunless the person
complies with the provisions of sections 57-43.2-05, 57-43.2-07,
57-43.2-08, and 57-43.2-09.

SECTION 6. AMENDMENT. Section 57-43.2-07 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-43.2-07. Special fuel wholesaler's or dealer's bond.

1. Except as provided in this section, no special fuel
wholesaler's or dealer's license shall be issued to any
person or continued in force wunless the person has
furnished a surety bond in the form and amount as the
commissioner requires, but not 1less than five hundred
dollars, to secure his compliance with this chapter and
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the payment of all taxes, interest, and penalties due or
to become due.

2. The commissioner may waive the filing of a bond if, upon
investigation, it is found that the bond may be waived
without impairing or jeopardizing the revenue collections
of this state, or in lieu of a bond, securities, including
letters of credit, approved by the commissioner in such
amounts as the commissioner prescribes, may be deposited
with the commissioner, which securities must be kept in
the custody of the commissioner and may be sold at public
or private sale, without notice to the depositor, if it
becomes necessary in order to recover any tax, penalties,
or interest due. The commissioner shall pay all moneys
deposited as security with the commissioner under the
provisions of this subsection to the state treasurer who
shall credit them into a special fund to be known as the
"special fuels tax security trust fund". 1If any tax,
penalty, or interest imposed by this chapter is not paid
when due, by the person depositing moneys with the tax
commissioner as security for the payment of tax, penalty,
or interest imposed by this chapter, the commissioner
shall certify that information to the director of the
office of management and budget. The office of management
and budget shall transmit the money to the commissioner
who shall apply as much of the money deposited by the
person as is necessary to satisfy the tax, penalty, and
interest due. When in the commissioner's judgment it is
no longer necessary to require the deposit to be
maintained by the person, the commissioner shall certify
that information to the director of +the office of
management and budget who shall pay the unused money to
the person.

SECTION 7. AMENDMENT. Section 57-43.2-08 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-43.2-08. Issuance of licenses - Fees. Upon receipt of the
application and bond in proper form and upon the payment by the
applicant of a special fuel wholesaler's or dealer's license fee of
ten dollars, the commissioner shall issue to the applicant a license
to act as a special fuel wholesaler or dealer. The commissioner may
refuse to issue a special fuel wholesaler's or dealer's 1license to
any person who formerly held such a license but which was revoked
prior to the time of filing the application, or who is a subterfuge
for the real party of interest whose license prior to the time of
filing of the application has been revoked, or upon other sufficient
cause being shown. Before such refusal the commissioner shall grant
the applicant a hearing and give the applicant at least ten days'
written notice of the time and place of hearing. Each special fuel
wholesaler's or dealer's license is valid until suspended or revoked
for cause or otherwise canceled. No special fuel wholesaler's or
dealer's license is transferable.
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SECTION 8. AMENDMENT. Section 57-43.2-09 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-43.2-09. Revocation, cancellation, and surrender of license and bond.
The commissioner may revoke the license of any special fuel
wholesaler or dealer for reasonable cause. Before revoking any
license the commissioner shall notify the licensee to show cause
within fifteen days of the date of the notice why such license
should not be revoked. Any time prior to and pending hearing the
commissioner may, in the exercise of reasonable discretion, suspend
the license. The commissioner shall cancel any license to act as a
special fuel wholesaler or dealer immediately upon the surrender of
the license by the holder.

SECTION 9. AMENDMENT. Section 57-43.2-10 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-43.2-10. Special fuel wholesaler's or dealer's records. For each
location where special fuel is sold or delivered to any special fuel
dealer or user the special fuel wholesaler or dealer making the sale
or delivery shall prepare and maintain such records as the
commissioner may reasonably require with respect to all sales and
deliveries, and with respect to inventories, receipts, purchases,
sales, or other dispositions of special fuel. The records required
under this section must be retained for a minimum period of three
years and must be available at all reasonable times for examination
by the commissioner.

SECTION 10. AMENDMENT. Section 57-43.2-11 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-43.2-11. Records and returns - Penaities and interest - Powers of
commissioner.

1. A special fuel dealer shall keep such records and make
such monthly returns and payments of the tax to the
commissioner, in the manner, at the time, and pursuant to
similar procedures as are provided in sections 57-43.2-10
and 57-43.2-12. The commissioner may regquire returns and
payments of the tax to be made for other than monthly
periods.

2. For failure or refusal to keep such records, file returns
and make payments of the tax to the commissioner as
provided in this chapter, a special fuel dealer is subject
to the penalties and interest as provided in this chapter.

3. The commissioner, for good cause shown, may waive the
penalty for failure or refusal to file a return within the
time required by this chapter or grant a reasonable
extension of time for filing such a return. The
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commissioner may revokRe the license of any special fuel
dealer under the cond:tions and after notice as provided
in section 57-43.2-09; assess deficiencies in the tax;
determine the tax when returns are not filed as required
by this chapter; and permit credit for or authorize refund
of erroneously or illegally collected taxes, penalties, or
interest imposed by this chapter from undistributed funds
received under this chapter, all in the manner and to the
same extent as provided in sections 57-43.2-15,
57-43.2-16, 57-43.2-17, and 57-43.2-20.

4. The commissioner shall enforce the provisions of this
chapter and may prescribe, adopt, and enforce reasonable
rules relating to the administration and enforcement of
this chapter, and may examine the records of special fuel
wholesalers or dealers and special fuel users and make
such investigations as are deemed necessary in the
administration and enforcexrent of this chapter.

5. The commissioner shall audit the returns and make
necessary assessments pursuant to the procedures and
limitations provided for in section 57-43.2-14.

SECTION 11. AMENDMENT. Section 57-43.2-22 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-43.2-22. Rules - Administration. The commissioner shall enforce
the provisions of this chapter and may prcescribe, adopt, and enforce
reasonable rules relating to the administration and enforcement of
this chapter for special fuel wholesalers or dealers and special
fuel |users. The commissioner may audit and examine the records of
special fuel wholesalers or dealers and special fuel users and make
other investigations as the commissioner deems necessary in the
administration and enforcement of this chapter. If upon audit,
examination, or investigation the commissioner finds additional
taxes are due, the commissioner may assess the additional taxes, and
the penalty and interest must be added as provided in section
57-43.2-15.

SECTION 12. AMENDMENT. Section 57-43.2-23 of +the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-43.2-23. Violations. No person may:

1. Refuse or knowingly or intentionally fail to make and file
any statement required by this chapter in the manner or
within the time required.

2. Knowingly, or with intent to evade or aid in the evasion
of the tax imposed by this chapter, make any false
statement or conceal any material fact in any record,
return, or affidavit provided for in this chapter.
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3. Conduct any activities requiring a license under this
chapter without the license or after the license has been
surrendered, canceled, or revoked.

4. Assign or attempt to assign a license to act as a special
fuel wholesaler or dealer.

5. Receive special fuel in this state into the tanks of a
motor vehicle or into supply tanks for eventual use in a
motor wvehicle upon the highways of this state from a
person not holding a valid license as a special fuel
dealer.

6. Fail +to keep and maintain books, records, or metering
devices that are required by this chapter.

SECTION 13. AMENDMENT. Section 57-43.2-24 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-43.2-24. Penalties. Any person violating any provision of
this chapter is guilty of a class B misdemeanor. The commissioner
shall revoke for a period of not less than one year the special fuel
wholesaler's or dealer's license of any special fuel wholesaler or
dealer convicted of violating this chapter.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 723

HOUSE BILL NO. 1193
(Committee on Finance and Taxation)
(At the request of the Office of Management and Budget)

GROSS PRODUCTION TAX APPORTIONMENT

AN ACT to amend and reenact section 57-51-15 of the North Dakota
Century Code, relating to apportionment of proceeds from the
oil and gas gross production tax.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-51-15 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-51-15. Apportionment and use of proceeds of tax. The gross
production tax provided for in this chapter shall be apportioned as
follows:

1. First an amount equal to one percent of the gross value at
the well of the oil and gas upon which a tax is collected
under this chapter shall be deposited with the state
treasurer, who shall distribute credit the revenues in €he
folitewing manner-

a- Fer &axes reeeived betweern Juiy i; 3981y and June 367
3983 -

¢ty The treasurer gshali £irst distribute an amednt
whiehy when added te £hat distributed £e
townships frem nenrefunded meter vehieie fuel and
speeial £fuel taHes under seetien 57-43-31-637 wiii
result in @ €etal distributien te tewnships under
these twe sectiens of eight miiitien deiiars fox
the 319831-83 biennium- The seme distributien
formuia shaii be used £feor meneys aileeated ko
townships under £his seetion as under 57-43-31-63-

¢23 The treasurer shalil nexnt distribute an ameunt
whieh; when added £e the sSum digéributed under
paragraph 31> dees net exeeed thirty-twe millien
detiars fer the 1981-83 bienniumsy €o the highway
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tan distributien fund established undey¥ seetien
54-27%-39+ and

¢3) The £reasurer shai: £finaitty distribute any ameunt
ever thirty-twe miiiien deilars generated by this
subseetion fer the 1983-83 biennium £te £he state
general fund-

b Fer¥ any taxes reeeived after dune 307; 2983; all
revendes shall be eredited to the state general fund.

The first one million dollars of annual revenue after the
deduction of the amount provided for in subsection 1 from
0il or gas produced 1in any county shall be allocated
seventy-five percent to that county and twenty-five
percent to the state general fund. The second one million
dollars of annual revenue after the deduction of the
amount provided for in subsection 1 from oil or gas
prcduced in any county shall be allocated fifty percent to
that county and fifty percent to the state general fund.
All annual revenue after the deduction of the amount
provided for in subsection 1 above two million dollars
from o0il or gas produced in any county shall be allocated
twenty~five percent to that county and seventy-five
percent to the state general fund. However, the amount to
which each county shall be entitled pursuant to this
subsection shall be limited based upon the population of
the county according to +the last official decennial
federal census as follows:

a. Counties having a population of three thousand or less
shall receive no more than three million nine hundred
thousand dollars for each fiscal year.

b. Counties having a population of over three thousand
but less than six thousand shall receive no more than
four million one hundred thousand dollars for each
fiscal year.

c. Counties having a population of six thousand or more
shall receive no more than four million six hundred
thousand dollars for each fiscal year.

Any allocations for any county pursuant to this subsection
which exceed the applicable limitation for that county as
provided in subdivisions a through ¢ shall be deposited
instead in the state's general fund.

Forty-five percent of all revenues as may by the
legislative assembly be allocated to any county hereunder
shall be credited by the county treasurer to the county
general fund. Thirty-five percent of all revenues
allocated to any county shall be apportioned by the county
treasurer quarterly to school districts within the county
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on the average daily attendance distribution basis, as
certified to him by the county superintendent of schools.
However, no school district shall receive in any single
academic year an amount under this subsection greater than
the county average per-pupil cost multiplied by seventy
percent, then multiplied by the number of pupils in
average daily attendance or the number of children of
school age in the school census for the county whichever
is greater. Provided, however, that in any county in
which the average daily attendance or the school census,
whichever is greater, is fewer than four hundred, the
county shall be entitled to one hundred twenty percent of
the county average per-pupil cost multiplied by number of
pupils in average daily attendance or the number of
children of school age in the school census for the
county, whichever is greater. Once this 1level has been
reached through distributions under this subsection, all
excess funds to which the school district would be
entitled as part of its thirty-five percent share shall be
deposited instead in the county general fund. The county
superintendent of schools of each oil-producing county
shall certify to the county treasurer by July first of
each year the amount to which each school district is
limited pursuant to this subsection. As used in this
subsection, "average daily attendance" means the average
daily attendance for the school year immediately preceding
the certification by the county superintendent of schools
required by this subsection. Twenty percent of all
revenues allocated to any county hereunder shall be paid
guarterly by the county treasurer to the incorporated
cities of the county based upon the population of each
incorporated city according to the last official decennial
federal census. However, no city shall receive in any
fiscal year an amount under this subsection greater than
five hundred dollars per capita. Once this level has been
reached through distributions under this subsection, all
excess funds to which any city would be entitled except
for this limitation shall be deposited instead in the
county general fund. Provided, however, that in
determining the population of any <city in which total
employment increases by more than two hundrec percent
seasonally due to tourism, the population of that city for
purposes of determining the per capita limitation in this
section shall be increased by adding to the population of
the city as determined by the last official decennial
federal census a number to be determined as follows:

a. Seasonal employees of state and federal tourist
facilities within five miles [8.05 kilometers] of the
city shall be included by adding the months all such
employees were employed during the prior year and
dividing by twelve.
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Seasonal employees of all private tourist facilities
within the city and seasonal employees employed by the
city shall be included by adding the months all such
employees were employed during the prior year and
dividing by twelve.

The number of visitors to the tourist attraction
within the city or within five miles [8.05 kilometers]
of the city which draws the largest number of visitors
annually shall be included by taking the smaller of
either of the following:

(1) The total number of visitors to that tourist
attraction the prior year divided by three
hundred sixty-~five; or

(2) Four hundred twenty.

Approved March 20, 1987
Filed March 23, 1987
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CHAPTER 724

SENATE BILL NO. 2079
(Legislative Council)
(Interim Taxation Committee)

OIL EXTRACTION TAXES AND EXEMPTIONS

AN ACT to amend and reenact subsections 4 and 5 of section 38-08-04,
and sections 57-51.1-01, 57-51.1-02, and 57-51.1-03 of the
North Dakota Century Code, relating to the duties of the
industrial commission, the definitions of stripper well
property, gualifying secondary recovery project, and
qualifying tertiary recovery project for oil extraction
purposes, the definition of average price, the rate of the oil
extraction tax, and exemption from the oil extraction tax; and
to declare an emergency.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsections 4 and 5 of section
38-08-04 of the 1985 Supplement to the North Dakota Century Code are
hereby amended and reenacted to read as follows:

4. To <classify wells as o0il or gas wells for purposes
material to the interpretation or enforcement of this
chapter, amnd to <classify and determine the status and
depth of wells that are stripper well property as defined
in subsection 5 8 of section 57-51.1-01, to certify to the
tax commissioner which wells are stripper wells and the
depth of those wells, and to certify to the tax
commissioner which wells involve secondary or tertiary
recovery operations under section 2 of this Act, and the
date of qualification for the reduced rate of oil
extraction tax for secondary and tertiary recovery

operations.

5. To adopt and to enforce rules and orders to effectuate the
purposes and the intent of this chapter and of subsections
1 and, 4, 5, 6, and 8 of section 57-51.1-01.

SECTION 2. AMENDMENT . Section 57-51.1-01 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:
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57-51.1-01. Definitions for oil extraction tax. For the purposes of
the oil extraction tax law, the following words and terms shall have
the meaning ascribed to them in this section:

1.

| w

"Average daily production” of a well means the qualified
maximum total production of o0il from the well during a
calendar month period divided by the number of calendar
days in that period; and ‘"qualified maximum total
production” of a well means that the well must have been
maintained at the maximum efficient rate of production as
defined and determined by rule adopted by the industrial
commission in furtherance of its authority wunder chapter
38-08.

"Average price" of a barrel of crude o0il means the average
daily price for a barrel of west Texas intermediate
cushing crude oil, as those prices appear in the wall
street journal, midwest edition, for the period June first
through October thirty-first of any year.

"0il" means petroleum, crude oil, mineral oil, casinghead
gasoline, and all liquid hydrocarbons that are recovered
from gas on the lease incidental to the production of the
gas.

"Property" means the right which arises from a lease or
fee 1interest, as a whole or any designated portion
thereof, to produce oil. A producer shall treat as a
separate property each separate and distinct producing
reservoir subject to the same right to produce crude oil;
provided, that such reservoir 1is recognized by the
epprepriate gevernmentatr regulatery autherity industrial
commission as a producing formation that is separate and
distinct from, and not in communication with, any other
producing formation.

"Qualifying secondary recovery project” means a project

employing water flooding. To be eligible for the tax
reduction provided under section 57-51.1-02, a secondary
recovery project must be certified as qualifying by the
industrial commission, the project must have been unitized
after the effective date of this Act, and the project
operator must have achieved for six consecutive months an
average production level of at least twenty-five percent
above the 1level that would have been recovered under
normal recovery operations.

"Qualifying tertiary recovery project" means a project for

enhancing recovery of oil which meets the requirements of
section 4993(c), Internal Revenue Code of 1954, as amended
through December 31, 1986, and includes the following
methods for recovery:

a. Miscible fluid displacement.
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b. Steam drive injection.

c. Microemulsion.

d. In situ combustion.

e. Polymer augmented water flooding.

f. Cyclic steam injection.

g. Alkaline flooding.

Carbonated water flooding.

i. Immiscible carbon dioxide displacement.

j. New tertiary recovery methods certified by the
industrial commission.

It does not include water flooding, unless the water
flooding is used as an element of one of the gualifying
tertiary recovery techniques described in this subsection,
or immiscible natural gas injection. To be eligible for
the tax reduction provided under section 57-51.1-02, a
tertiary recovery project must be certified as qualifying
by the industrial commission, the project operator must
continue to operate the unit as a qualifying tertiary
recovery project, and the project operator must have
achieved for at least one month a production level of at
least fifteen percent above the level that would have been
recovered under normal recovery operations.

"Royalty owner" means an owner of what is commonly known
as the royalty interest and shall not include the owner of
any overriding royalty or other payment carved out of the
working interest.

"Stripper well property" means a "property" whose average
daily production of oil, excluding condensate recovered in
nonassociated production, per well did not exceed ten
barrels per day for wells of a depth of six thousand feet
or less, fifteen barrels per day for wells of a depth of
more than six thousand feet but not more than ten thousand
feet, and twenty barrels per day for wells of a depth of
more than ten thousand feet during any preceding
consecutive twelve-month period beginning after December
31, 1972. Wells which did not actually yvield or produce
0il during the qualifying twelve-month period, including
disposal wells, dry wells, spent wells, and shut-in wells,
are not production wells for the purpose of determining
whether the stripper well property exemption applies.
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SECTION 3. AMENDMENT. Section 57-51.1-02 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-51.1-02. |Imposition of oil extraction tax. There is hereby imposed
an excise tax, to be known as the "oil extraction tax", upon the
activity 1in this state of extracting oil from the earth, and every
owner, including any royalty owner, of any part of the oil extracted
shall be deemed for the purposes of this chapter to be engaged in
the activity of extracting that oil. The rate of tax shall be six
and one-half percent of the gross value at the well of the oil
extracted, except that for wells drilled and completed after the
effective date of this Act, and not otherwise exempt under section
57-51.1-03, and for a qualifying secondary recovery project or for a
gqualifying tertiary recovery project, the rate of tax shall be four
percent of the gross value at the well of the o0il extracted.
However, if the average price of a barrel of crude oil between June
first and October thirty-first of any year is thirty-three dollars
or more then the rate of tax for the following calendar year on all
taxable wells is six and one-half percent of the gross value at the
well of the oil extracted.

* SECTION 4. AMENDMENT. Section 57-51.1-03 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-51.1-03. Exemptions from oil extraction tax. The following
activities are specifically exempted from the oil extraction tax:

1. The activity of extracting from the earth any oil that is
exempt from the gross production tax imposed by
chapter 57-51.

2. The activity of extracting from the earth any oil from a
stripper well property.

3. The aetivity Rot etherwise exempt ef extracting £rem €he
earth the ei1 €that is ewned by a reyalty ewner er reoyaity
ewners in the £irst ene hundred barreis; or any tesseyr
ameunt; of the average da:ty preduetien of o1t £hat is
predueced du¥ing eaeh ealerdar day £rem any weii- For a
well drilled and completed after the effective date of
this Act, the initial production of o0il from the well is
exempt from any taxes imposed under this chapter for a
period of fifteen months. O0il recovered during testing
prior to well completion is exempt from the oil extraction
tax. The exemption under this subsection becomes
ineffective if the average price of a barrel of crude o0il
between June first and October thirty-first of any year is
thirty-three dollars or more.

SECTION 5. EMERGENCY. This Act 1is declared to be an
emergency measure and is in effect wupon its filing with the
secretary of state, except the portion of the amendment to

* NOTE: Section 57-51.1-03 was also amended by section 1 of
Senate Bill No. 2078, chapter 725.
subsection 3 of section 57-51.1-03 relating to removal of the oil

extraction tax exemption for oil owned by a royalty owner becomes
effective July 1, 1987.

Approved April 24, 1987
Filed April 27, 1987
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CHAPTER 725

SENATE BILL NO. 2078
(Legislative Council)
(Interim Taxation Committee)

ROYALTY OWNERS’ EXTRACTION TAX EXEMPTION

AN ACT to amend and reenact section 57-51.1-03 of the North Dakota
Century Code, relating to removal of the royalty owners'
exemption from the oil extraction tax.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

* SECTION 1. AMENDMENT. Section 57-51.1-03 of the North
Dakota Century Code is hereby amended and reenacted to read as
follows:

57-51.1-03. Exemptions from oil extraction tax. The following
activities are specifically exempted from the oil extraction tax:

1. The activity of extracting from the earth any ocil that is
exempt from the gross production tax imposed by
chapter 57-51.

2. The activity of extracting from the earth any oil from a
stripper well property.

3= The eaetivity net etherwise eHempt of entraecting frem the
earth the oi% that i3 ewned By a reyatty ewner oF¥ reyalty
ewners in *the £first ene hurndred barrels; er any tesser
amennt; of the average daiiy preductien eof o1+ that is
preodueced during eaeh eaiendar day £rem any weii-

Approved April 7, 1987
Filed April 9, 1987

* NOTE: Section 57-51.1-03 was also amended by section 4 of
Senate Bill No. 2079, chapter 724.
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CHAPTER 726

HOUSE BIiLL NO. 1313
(Anderson)

MOBILE HOME TAX DELINQUENCY AND REFUNDS

AN ACT to amend and reenact sections 57-55-03 and 57-55-04.1 of the
North Dakota Century Code, relating to delinguent mobile home
taxes, and the time for filing claims for refund of mobile
home taxes.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-55-03 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-55-03. When taxes become due and delinquent - Penalty.

1. a. The tax imposed in this chapter shaii beeeme is due
and payable on January tenth of each year or ten days
after sueh the mobile home is purchased or first moved
into this state. If the tax due for the entire year
is paid in full by February fifteenth, the county
treasurer shall allow a five percent discount.

|”

If a mobile home is purchased or moved into this state
after January tenth and if the tax imposed by this
chapter 1is paid in full within ten days after the
mobile home is purchased or moved into this state, the
county treasurer shall allow a five percent discount.
However, if the tax is not paid within forty days it
is subject to a penalty and interest. The penalty is

one percent of the tax. The interest 1is one-half
percent of the tax for each full and fractional month
of delay.

2. 7The Except as provided in subdivision b of subsection 1,
the tax imposed by this chapter may be paid in two equal
installments if the amount of the tax due is forty dollars
or more. The first installment is due on January tenth
and becomes delingquent on March first and is then subject
to a penalty of two percent, and on April first an
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additional penalty of two percent, and on May first an
additional penalty of two percent, and on June first an
additional penalty of two percent. The second installment
is due June first and is delinquent on July first and 1is
then subject to a penalty of two percent, and on August
first an additional penalty of <two percent, and on
September first an additional penalty of two percent, and
on October first an additional penalty of two percent. If
any tax remains due after January first of the next year,
interest is due at the monthly rate of one-half percent of
the tax due for each month or fraction of a month until
the tax and penalties have been paid in full.

SECTION 2. AMENDMENT. Section 57-55-04.1 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-55-04.1. Procedure for abatement, refund, or compromise of tax.
Any person having any estate, right, title, or interest in or 1lien
upon any mobile home which has been assessed for taxation purposes
pursuant to this chapter may apply for abatement, refund, or
compromise, as the case may be, pursuant to chapter 57-23. The
application shall be made in writing on the form prescribed by the
tax commissioner and shall be filed in triplicate with the county
auditor of the county where the mobile home was assessed within six
menths after the tar imposed by thisg ehapter beecemes due; or at any
time during the taxabie year that a mebile heome guaiifies under the
previsiens eof seetien 57-5£-316. The county auditor shall promptly
serve the county director of tax equalizaticon with one copy of the
application. The abatement or compromise shall be granted by the
county commissioners if the facts upon which the application is
based establish that the assessment contains error, or that the
value placed upon the mobile home by the county director of tax
equalization was excessive, or that the mobile home is exempt from
taxation pursuant to section 57-55-10. Thre decision of the county
commissioners may be appealed in the manner provided by law.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 727

HOUSE BILL NO. 1568
(Knell, Gunsch)

MOBILE HOME MOVING PERMITS

AN ACT to amend and reenact subsection 2 of section 57-55-11 of the
North Dakota Century Code, relating to mobile home moving
permits; and to provide a penalty.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 2 of section 57-55-11 of
the 1985 Supplement to the North Dakota Century Code is hereby
amended and reenacted to read as follows:

2. Before a mobile home is moved from its existing location,
the ewner must have B eurrent year's mebiie heme a moving
permit er¥ a tam reiease statement must be obtained by the
owner from the county director of tax equalization
indicating that all taxes, penalties, and interest levied
against the mobile home have been paid. While the mobile
home 1is being transported, a the moving permit must be
displayed on the rear of the mobile home er the ewner must
provide the mever with a eurrent tax reiease statement-: A
vietatien e£. Any person who violates this provision
shaii: eenstitute 1 guilty of an infraction, but the
minimum penalty shati be ere for which a fine of no less
than one hundred dollars and no more than five hundred

dollars may be imposed.

Approved March 27, 1987
Filed March 30, 1987
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CHAPTER 728

HOUSE BILL NO. 1274
(Kloubec, Knell, Goetz, Gunsch)

COAL GASIFICATION BYPRODUCTS TAX

AN ACT to amend and reenact sections 57-60-01 and 57-60-03 of the
North Dakota Century Code, relating to definitions for
purposes of the privilege tax on coal facilities, to exempt
byproducts of the coal gasification process from the gross
receipts tax on coal conversion facilities, and relating to
annual reporting by the operator of a coal gasification plant
of the quantity of byproducts produced; and to provide an
effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-60-01 of the 1885
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-60-01. Definitions. As used in this chapter:
1. "Byproducts" means commercially usable products produced

during the <coal gasification process other than the
principal product of a coal gasification plant.

|»

"Coal conversion facility" means either:

a. A plant, other than an electrical generating plant,
together with all additions thereto, which processes
or converts coal from its natural form into a form
substantially different in chemical or physical
properties, including but not limited to «coal
gasification, coal liquefaction, and the manufacture
of fertilizer and other products, and which uses or is
designed to use over five hundred thousand tons
[453,592.37 metric tons] of coal per year; or

b. An electrical generating plant, together with all
additions thereto, which processes or converts coal
from its natural form into electrical power and which
has at least one single electrical energy generation
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unit with a capacity of one hundred twenty thousand
kilowatts or more.

w
)
|«

"Coal gasification" means the production of methane ex
oether eemmereiat ¢gas preduets synthetic natural gas,
methanol, or other principal commercial gaseous or liquid
product from coal.

"Commissioner" means the state tax commissioner.

| e

"Gross receipts" means all revenue valued in money,
whether received in money or otherwise, derived by a coal
conversion facility subject to the provisions of this
chapter from the production of products of a coal
conversion facility, but not including any revenue derived
from transportation, transmission, distribution, or other
ittems events which occur after completion of the process
of production of the products of sdehR the facility #s
eompieted. For the purpose of computing the tax imposed
by this chapter, "gross receipts" does not include any
financial assistance, whether in the form of price
guarantee payments or otherwise, provided by the federal
government or any agency of the federal government nor
does it include any revenue derived from the sale of
byproducts as herein defined to a maximum of twenty
percent of the gross receipts as defined in this
subsection.

B- 6. "Operator" means any person owning, holding, or leasing a
coal conversion facility and conducting the conversion of
coal into the products of sueh faeiiities the facility.

6= 7. "Person" means any individual, estate, trust, corporation,
cooperative corporation, or association.

7= 8. "Synthetic natural gas" means methane and any admixed
gaseous products produced by coal gasification.

SECTION 2. AMENDMENT. Section 57-60-03 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

57-60-03. Measurement and recording of synthetic natural gas,
byproducts, or electricity produced. The production of synthetic
natural gas, byproducts, or electrical power shall be measured at
the place of production or generation, and any person subject to the
imposition of the taxes provided by this chapter shall maintain
devices to measure and record the cumulative periodic totals of
synthetic natural gas, byproducts, and electrical power generated.
Any person subject to the taxes imposed by this chapter shall
maintain accurate vrecords of the daily and monthly totals of
synthetic natural gas and electrical power generated and subject to
such taxes. On or before October first of each year the operator of
any coal gasification plant shall file a report with the state
health officer 1listing the guantity of byproducts produced during
the year ending June thirtieth of that year. The commissioner shall
have access to such records at reasonable times and places.

SECTION 3. EFFECTIVE DATE. This Act is effective for taxable
periods beginning after June 30, 1987,

Approved April 14, 1987
Filed April 15, 1987
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CHAPTER 729

HOUSE BILL NO. 1065
(Legislative Council)
(Interim Taxation Committee)

COAL SEVERANCE AND CONVERSION TAXES

AN ACT to create and enact a new subsection to section 57-60-01 and
a new section to chapter 57-61 of the North Dakota Century
Code, relating to definition of the term installed capacity
for coal <conversion facilities privilege tax purposes, a
reduction in the rate of the coal severance tax for coal mined
for use in coal conversion facilities, and a separate and
additional <coal severance tax and allocation of revenue from
the tax; to amend and reenact subsection 2 of section
57-60-02, sections 57-61-01, 57-61-10, and 57-62-02 of the
North Dakota Century Code, relating te the rate of the coal
conversion facilities privilege tax and coal severance tax and
the allocation of moneys in the coal development fund; to
provide an appropriation; and to provide an expiration date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. A new subsection to section 57-60-01 of the 1985
Supplement to the North Dakota Century Code is hereby created and
enacted to read as follows:

"Installed capacity" means the number of kilowatts a power
unit can produce according to the nameplate assigned to
the power unit generator by the manufacturer.

* SECTION 2. AMENDMENT. Subsection 2 of section 57-60-02 of
the 1985 Supplement to the North Dakota Century Code 1is hereby
amended and reenacted to read as follows:

2. For electrical generating plants, the tax shall be at a
rate of twenty-five one-~hundredths of one mill en eaeh
kitowatt heur of eleetriecity produeced for the purpese of
sate times sixty percent of the installed capacity of each
unit times the number of hours in the taxable period. If
a unit is incapable of generating electricity for eighteen
consecutive months, the tax on that unit for taxable
periods beginning after the eighteenth month must be
reduced by the ratio that the cost of repair of the unit

* NOTE: Section 57-60-02 was also amended by section 1 of
Senate Bill No. 2099, chapter 730.
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bears to the original cost of the unit. This reduced rate
remains in effect until the unit is capable of generating
electricity.

SECTION 3. AMENDMENT. Section 57-61-01 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

57-61-01. Severance tax upon coal - Imposition - Cemputatien ef
tnereases-- |n lieu of sales and use taxes - Payment to the tax commissioner.
There 1is hereby imposed wupon all coal severed for sale or for
industrial purposes by coal mines within the state a tax 2an an
ameunt e be determined as fellews:

1. EBighty-five eents per ten eof twe theusand peunds {96718
hiltegrams s+ and

2= Fer every feur peint inerease in the index ef whelesaile
prieces fer ali commodities prepared by the United EStates
department eof iabe¥r,; buread of iaber statistiess the
amount of the severanee tax previded in subseetien % shaii
be inereased eoenre eent per ton of &we theusand peunds
+967-318 kiltegrams}: Fer the purpeses of this cemputatien;
a fractienat peint inerease shaii be disregarded :f iess
than ene-half peint and «reated as ene £ui: peink £
ene-half point er mere- The state tax eemmissiener shaii
determine sueh inereases based uper inereases in the
whetesate price inden £rem the ievel ef sueh indexr as of
dune 3979 e the levei of sueh index as eof DBeeember 31979
and ef May and Nevember of eaeh year thereafter; and any
inereases based upen the ieve: of the index in May shaiil
be effective on and after the foiilewing dJuly £irst and any
inereanses based upen the level of the indexn in Nevembeyr
shail pbe effective en and after the fellewing dJdanuary
£i¥str A€ ne time shait the ameunt ef the severanee #£ax
be redueed- If +he whelesale priee index deeltinessy the
severanee taX shall remain at the highest tevei determined
prier e sSueh deetinery and shai} remain at sueh ileveil
unti: further inereases are warranted beeause ef €furkher
inereases in the whelesate priece indeH beyend the peint at
whiekh the last inerease was determined of seventy-five
cents per ton of two thousand pounds [907.18 kilograms].

Such severance tax shall be in 1lieu of any sales or use taxes
imposed by law. Each coal mine owner or operator shall remit such
tax for each month within twenty-five days after the end of each
month, to the state tax commissioner upon such reports and forms as
the tax commissioner shall deem necessary. i€ <€he methed of
determining inereases iR the ameunt of the severanee £an previded in
subseetien 2 i3 fer any reasen heid £eo be invatidry sueh deeisien
shet}: net affeet the vatidity of the ameunt ef the tax previded in
subseetien -

SECTION 4. A new section to chapter 57-61 of the North Dakota
Century Code is hereby created and enacted to read as follows:
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Separate and additional coal severance tax - Lignite research
contracts. There is hereby imposed upon all coal severed for sale
or for industrial purposes by coal mines within the state a tax,
separate from and additional to the tax imposed by section 57-61-01,
of two cents per ton of two thousand pounds [907.18 kilograms]. All
of the provisions of this chapter for administration of the coal
severance tax apply to the tax imposed under this section. The
state tax commissioner shall transfer revenue from the tax imposed
by this section to the state treasurer for deposit in a special fund
in the state treasury, which is hereby created, to be known as the
lignite research fund. DMoneys in the lignite research fund shall be
available to the industrial commission for contracts with research

facilities within this state. Such moneys must be used for
contracts for land reclamation research projects and for lignite
development research and hydroelectricity impact studies. The
industrial commission shall adopt rules for submission and

consideration of research proposals and entering into contracts
under this section.

SECTION 5. AMENDMENT. Section 57-61-10 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

57-61-10. Coal development fund established. Moneys collected by
the state tax commissioner pursuant to the provisions of sections
57-61-01 through 57-61-09 shall be paid to the state treasurer
within fifteen days from the date they are received by the state tax
commissioner and shall be credited to a special fund in the state
treasury, to be known as the coal development fund. The moneys
accumulated in such fund shall be allocated by the state treasurer
as provided by law and as appropriated by the legislative assembly
and suekh ealleeatien shaii eeeur within fifteen days £rem €he date
the meneys are re€eived by the state treasurer £rem the state £ax
eommissioner.

SECTION 6. AMENDMENT. Section 57-62-02 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-62-02, Allocation of moneys in coal development fund. Moneys
deposited in the <c¢oal development fund shall be apportioned
gquarterty monthly by the state treasurer as follows:

1. Thirty-£five pereent shalil be eredited te a special £und in
the state treasury for distribution threugh grants by ¢€he
energy deveiopment impaect eoffice €eo ceal impacted eities;
eountiess; seheeit distriets; and ether taxing distrietss
subjeet te apprepriatien by the legisiative assembiy-

2= Fifteen percent shall be deposited in a permanent trust
fund in the state treasury, to be known as the coal
development trust fund, pursuant to section 21 of
article X of the Constitution of North Dakota. Those
funds held in trust and administered by the board of
university and school lands on March 5, 1981, pursuant to
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section 12, chapter 563, 1975 Session Laws; section 12,
chapter 560, 1977 Session Laws; or section 16,
chapter 626, 1979 Session Laws shall also be deposited in
the trust fund created pursuant to this subsection. The
fund shall be held in trust and administered by the board
of university and school lands for loans to coal impacted
counties, cities, and school districts as provided in
section 57-62-03. The board of university and school
lands shai} have £uii auktherity ke may invest such funds
as are not loaned out as provided in this chapter and may
consult with the state investment board as provided by
law. The income, including interest payments on loans,
from the trust shall be used first to replace
uncollectible loans made from the fund and the balance
shall be deposited in the staze's general fund. Loan
principal payments shall be redeposited in the trust fund.
Such trust fund shall be perpetual and held in trust as a
replacement for depleted natural 1esources subject to the
provisions of this chapter.

FTwenty Thirty-five percent shall be allocated to the coal-
producing counties and shall be «cdistributed among such
counties in such proportion as the number of tons [metric
tons] of coal severed at each mining operation bears to
the total number of tons [metric tons] of coal severed in
the state during such guartaeriy monthly period.
Allocations under subdivision a shall be apportioned by
the county treasurer within fifteer. days from the date the
moneys are received from *he state treasurer and
allocations under subdivision b shall be apportioned by
the state treasurer as follows:

a. If the tipple of the currently active coal mining
operation in a county is not within fifteen miles
[24.14 kilometers] of another county in which no coal
is mined, the revenue apportioned according to this
subdivision shall be allocated as follows:

(1) Thirty percent shall be paid by the county
treasurer to the incorporated cities of the
county based upon the population of each
incorporated city according to the last official
regular or special federal census or the census
taken in accordance with the provisions of
chapter 40-02 in case of a city incorporated
subsequent to such census.

(2) Forty percent shall be deposited by the county
treasurer in the county general fund to be used
for general governmental purposes.

(3) Thirty percent shall be apportioned by the county
treasurer to school districts within. the county
on the average daily membership basis, as
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certified to him the county treasurer by the
county superintendent of schools.

If the tipple of a currently active coal mining
operation in a county is within fifteen miles ([24.14
kilometers] of another county in which no coal is
mined, the revenue apportioned from that cocal mining
operation according to this subsection shall be
allocated, subject to the definitions of terms and the
requirements in paragraph 4, as follows:

(1) Thirty percent shall be paid by the state
treasurer to the incorporated cities of the
coal=-producing county and to any city of a
non-coal-producing county when any portion of the
city lies within fifteen miles [24.14 kilometers]
of the tipple of the currently active coal mining
operation in the coal-producing county, based
upon the population of each incorporated city
according to the last official regular or special
federal census or the census taken in accordance
with the provisions of chapter 40-02 in case of a
city incorporated subsequent to such census.

(2) Forty percent shall be divided by the state
treasurer between the general fund of the
coal-producing county and the general fund of any
non-coal-producing county when any portion of the
latter county lies within fifteen miles [24.14
kilometers] of the tipple of the currently active
coal mining operation in the coal-~producing
county. The non-coal-producing county portion
shall be based upon the ratio which the assessed
valuation of all quarter sections of land in that
county, any portion of which lies within fifteen
miles [24.14 kilometers] of the tipple of the
currently active coal mining operation, bears to
the combined assessed valuations of all land in
the coal-producing county and the quarter
sections of land in the non-coal-producing county
within fifteen miles [24.14 kilometers] of the
tipple of the currently active coal mining
operation. it shait be the duty ef the The
county director of tax equalization of the
coal-producing county e shall certify to the
state treasurer the number of quarter sections of
land in the non-coal-producing counties which lie
at least in part within fifteen miles ([24.14
kilometers] of the tipple of the currently active
coal mining operation and their assessed
valuations.

(3) Thirty percent shall be apportioned by the state
treasurer to school districts within the
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(4)

coal-producing county and to school districts in
adjoining non-coal-producing counties when a
portion of those school districts' land includes
any of the quarter sections of land certified by
the director of tax equalization to the state
treasurer to be eligible to share county funds as
provided for in paragraph 2. The county
superintendent of the non-coal-producing counties
shall certify to the state treasurer the number
of students actually residing on these quarter
sections 1lying outside the coal-producing county
and each school district in non-coal-producing
counties shall receive a portion of the money
under this paragraph based upon the ratio of the
number of children residing on guarter sections
of that school district within the fifteen-mile
[24.14-kilometer] radius of the tipple of a
currently active coal mining operation to the
total number of schoolchildren from the
coal-producing county combined with all the
schoolchildren certified to be living on quarter
sections within fifteen miles [24.14 kilometers]
of the tipple of the currently active coal mining
operation in the coal-producing county.

For the purposes of this subdivision:

(a) The terms '"currently active coal mining
operation in a county", ‘'currently active
coal mining operation in the coal-producing
county", and "currently active coal mining
operation" mean a coal mining operation that
preduees produced more than one hundred
fifty thousand tons [136,077.71 metric tons]
of coal in a coal-producing county during
the prior quarterly period.

(b) The term "coal-producing county" means a
county in which more than one hundred fifty
thousand tons [136,077.71 metric tons] of
coal are were mined in the prior gquarterly
period.

(¢) The term "another county in which no coal is
mined" means a county in which not more than
seventy-five thousand tons [68,038.86 metric
tons] of coal are were mined in the prior
guarterly period.

(d) The terms '"non-coal-producing county" and
"non-coal-producing counties" mean any
county in which not more than seventy-five
thousand tons [68,038.86 metric tons] of



TAXATION CHAPTER 1729 1761

coal are were mined in the prior quarterly
period.

(e) In computing each amount to be paid as
provided in paragraph 1, 2, or 3 for coal
severance tax revenue from coal mined during
a egquarterty monthly period, the state
treasurer shall deduct from the allocation
the amount of coal severance tax revenue, if
any, that the governmental body in the
non-coal-producing county received from the
cocal mined in the non-coal-producing county
during the same guarteriy monthly period.

4- 3. Thirey Fifty percent shall be deposited in the state's
general fund.

SECTION 7. APPROPRIATION. There is hereby appropriated out
of any moneys in the lignite research fund in the state treasury,
not otherwise appropriated, the sum of $1,000,000, or so much
thereof as may be necessary, to the industrial commission for the
purposes of entering contracts for land reclamation research,
lignite development research, and hydroelectricity impact studies
under section 4 of this Act for the biennium beginning July 1, 1987,
and ending June 30, 1989.

SECTION 8. APPROPRIATION. There is hereby appropriated the
sum of $1,050,000 out of any moneys in the coal development impact
fund, not otherwise appropriated, to the energy development impact
office of the state of North Dakota, for the purpose of making coal
development impact grants, for the biennium beginning July 1, 1987,
and ending June 30, 1989. If the unobligated balance on
September 1, 1987, exceeds the appropriation contained in this
section, the state emergency commission may authorize the
expenditure of those amounts at the request of the board of
university and school lands.

SECTION 8. EXPIRATION DATE. Section 4 of this Act is
effective through June 30, 1989, and after that date is ineffective.

Approved April 24, 1987
Filed April 30, 1987
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CHAPTER 730

SENATE BILL NO. 2099
(Maixner)

COAL GASIFICATION TAXES

AN ACT to amend and reenact section 57-60-02 of the North Dakota
Century Code, relating to the rate of the <c¢oal conversion
facility privilege tax imposed on coal gasification plants;
and to declare an emergency.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

* SECTION 1. AMENDMENT. Section 57-60-02 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-60-02. Imposition of taxes. There is hereby imposed upon the
operator of each coal conversion facility a tax paid monthly for the
privilege of producing products of such coal conversion facility.
The rate of the tax shall be computed as follows:

1l. For all coal conversion facilities, ethe¥ than eleetrieal
generating piants and eeat gasificatieon plants as previded
tn subseetiens 2; 3; anrd 4 except as otherwise provided in
this section, the tax shall be measured by the gross
receipts derived from such facility for the preceding
month and shall be in the amount of two and one-half
percent of such gross receipts. For purposes of this
subsection, "gross receipts" of a coal gasification plant
do not include any amount that is received by the operator
of the plant for production of synthetic natural gas in
excess of one hundred ten million cubic feet per day.
Gross receipts derived from the sale of a capital asset
are not subject to the tax imposed by this subsection.

2. For electrical generating plants, the tax shall be at a
rate of twenty-five one-hundredths of one mill on each
kilowatt hour of electricity produced for the purpose of
sale.

3. For electrical generating plants, in addition to the tax
imposed by subsection 2, there shall be a tax at the rate

* NOTE: Section 57-60-02 was also amended by section 2 of
House Bill No. 1065, chapter 729.
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of twenty-five one-hundredths of one mill on each kilowatt
hour of electricity produced for the purpose of sale.

4. For coal gasification plants eens&rueted prieor £e dJuiy -
3985+, the tax shall be the greater of either the amount
provided in subsection 1 or £ifteen seven cents on each
one thousand cubic feet [28,316.85 1liters] of synthetic
natural gas produced for the purpose of sale; whiehever isg
greater but not including any amount of synthetic natural
gas in excess of one hundred ten million cubic feet per
day.

5. Fer eoal gacsificatien plants econstrueted after Juiy -
3985, the tax shaii be either the ameunt previded in
subseetien ¥ er ten eents en eaeh ere theusand eubie feef
{28+326-85 iiters} ef synthetie naturat grs preodueced feor
the purpese of saie; whichever is greaters

6= a. For all coal conversion facilities, other than
electrical generating plants, whiekh eommence
eenstruetion after dJuiy 2; 1985; the production from
the facilities shall be exempt from sixty-five percent
of the tax imposed by this section for a period of
five years from the date of first taxable production
from the facility or for a period of five years from
the effective date of this Act, whichever is later.
The operator of each facility applying for exemption
under this subsection shall certify to the tax
commissioner the date of first taxable production of
the facility.

b. The board of county commissioners may, by resolution,
grant to the operator of a coal conversion facility,
other than an electrical generating plant, located
within the county a partial or complete exemption from
the remaining thirty-five percent of tax imposed by
this section for a period not exceeding five years
from the date of the first taxable production from the
facility. Notwithstanding the provisions of section
57-60-14, any tax collected which is based upon the
production of a facility subject to the exemption
provided by this subsection shall be allocated
entirely to the county for allocation as provided 1in
section 57-60-15.

SECTION 2. EMERGENCY. This Act 1s declared to be an
emergency measure and is in effect upon 1its filing with the
secretary of state or on a date specified in this Act. '

Approved April 17, 1987
Filed April 20, 1987
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CHAPTER 731

SENATE BILL NO. 2436
(Keller)

COAL CONVERSION TAX ALLOCATIONS

AN ACT to amend and reenact section 57-60-14 of the North Dakota
Century Code, relating to the time for distribution of the
privilege tax on coal facilities by the state treasurer.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 57-60-14 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

57-60-14. Allocation of revenue. The state treasurers; en er
befere Juiy fifteenth ef eaeh yeamar; shall quarterly allocate all
moneys received from all coal conversion facilities in each county
pursuant to the provisions of this chapter and moneys received for
those taxes for which a credit 1is allowed pursuant to section
57-60-06, notwithstanding the provisions of section 57-33.1-08,
thirty-five percent to the county and sixty-five percent to the
state general fund, except moneys received from the tax imposed by
subsection 3 of section 57-60-02, which shall be deposited in the
state general fund.

Approved March 12, 1987
Filed March 16, 1987



TAXATION CHAPTER 732 1765

CHAPTER 732

HOUSE BILL NO. 1601
(Haugen, Anderson)

OIL AND GAS IMPACT LOANS

AN ACT to amend and reenact subsection 2 of section 57-62-02 and
section 57-62~03 of the North Dakota Century Code, relating to
loans to o0il and gas development impacted counties, cities,
and school districts through the coal development trust fund;
and to provide an expiration date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 2 of section 57-62-02 of
the 1985 Supplement to the North Dakota Century Code 1is hereby
amended and reenacted to read as follows:

2. Fifteen percent shall be deposited in a permanent trust
fund in the state treasury, to be known as the coal
development trust fund, pursuant to section 21 of
article X of the Constitution of North Dakota. Those
funds held in trust and administered by the board of
university and school lands on March 5, 1981, pursuant to
section 12, chapter 563, 1975 Session Laws; section 12,
chapter 560, 1977 Session Laws; or section 16,
chapter 626, 1979 Session Laws shall also be deposited in
the trust fund created pursuant to this subsection. The
fund shall be held in trust and administered by the board
of university and school lands for loans to coal and oil
and gas development impacted counties, cities, and school
districts as provided in section 57-62-03. The board of
university and school lands shall have full authority to
invest such funds as are not loaned out as provided in
this chapter and may consult with the state investment
board as provided by law. The income, including interest
payments on loans, from the trust shall be used first to
replace uncollectible loans made from the fund and the
balance shall be deposited in the state's general fund.
Loan principal payments shall be redeposited in the trust
fund. Such trust fund shall be perpetual and held in
trust as a replacement for depleted natural resources
subject to the provisions of this chapter.
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SECTION 2. AMENDMENT. Section 57-62-03 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

57-62-03. Loans - Terms and conditions - Repayment. The board of
university and school lands is authorized to make loans to coal and
oil and gas development impacted counties, cities, and school
districts before or after the beginning of actual coal mining from
moneys deposited in the coal development trust fund established by
subsection 2 of section 57-62-02. The amount which is available for
loans to o0il and gas development impacted counties, cities, and
school districts may not exceed five million dollars from the coal
development trust fund during the 1987-89 biennium. Loans made
prior to actual mining must be preceded by site permitting and by
beginning actual construction of the mine or its mine mouth
facility. Loans may be made for any purpose for which a grant may
be made pursuant to this chapter, but before making any loan the
board of university and school lands shall receive the
recommendation of the energy development impact office. The board
of university and school 1lands shall prescribe the terms and
conditions of such loans within the provisions of this chapter and
shall require a warrant executed by the governing body of the
county, «city, or school district as evidence of such loan. The
warrants shall bear interest at a rate not to exceed six percent.
The warrants executed as evidence of 1loans to mitigate <c¢oal
development impact shall be payable only from the allocations of
moneys from the coal development fund to the borrowing county, city,
or school district and shall not constitute a general obligation of
the county, c¢ity, or school district nor shall such loans be
considered as indebtedness of the county, city, or school district.
Warrants executed as evidence of 1loans to mitigate o0il and gas
development impact are payable from any funds of the borrowing
political subdivision and constitute a general obligation and
indebtedness of the political subdivision. Loans made in advance of
actual coal mining must provide that repayment is to begin when the
borrowing county, city, or school district receives allocations from
the coal development fund. The terms of €he a loan to mitigate coal
development impact shall provide that not less than ten percent of
each allocation made to the borrowing county, city, or school
district pursuant to this chapter shall be withheld by the state
treasurer to repay the principal of the warrants and the interest
thereon. The terms of the loan to mitigate o0il and gas development
impact shall provide for repayment of the loan from any moneys
available to the political subdivision. The amount withheid by the
state Ereasurer as which constitutes payment of interest shall be
deposited in the general fund and the amount withheid by «he stake
€reasurer as which constitutes payment of principal shall be
remitted to the board of university and school lands and deposited
by the board in the trust fund provided for in subsection 2 of
section 57-62-02. The warrants executed by the county, city, or
school district shall have all of the qualities and incidents of
negotiable paper, and shall not be subject to taxation by the state
of North Dakota or by any political subdivision thereof.
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The board of university and school lands is authorized to sell
such warrants to other parties and the proceeds of such sale which
constitute principal shall be deposited in the coal development
trust fund and that which constitutes interest in the general fund.
If the future allocations of moneys under this chapter to the
borrowing county, city, or school district should, for any reason,
permanently cease, the loan shall be canceled except that if the
county, city, or school district 1is merged with another county,
city, or school district which receives an allocation of moneys from
the coal development fund, the surviving county, city, or school
district shall be obligated to repay the loan from such allocation.
A loan made to mitigate oil and gas development impact shall not be
canceled for any reason. If the 1loan is canceled due to the
permanent cessation of allocations of moneys to the county, city, or
school district pursuant to this chapter, the board of university
and school lands shall cancel those warrants it holds from such
county, city, or school district and shall pay from any moneys in
the trust fund provided for in subsection 2 of section 57-62-02 the
principal and interest, as it becowmes due, on those warrants of the
county, city, or school distric* which are held by another party.

SECTION 3. EXPIRATION DATE. This Act is effective through
June 30, 1989, and after that date is ineffective.

Approved April 10, 1987
Filed April 14, 1987






