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2003 HOUSE STANDING COMMITTEE MINUTES 

BILL/RESOLUTION NO. HB 1327 

House Finance and Taxation Committee 

□ Conference Committee 

Hearing Date January 20, 2003 

Ta eNumber Side A 
1 

Committee Clerk Si ature 

Minutes: 

SideB 
X 

REP. WESLEY PELTER. CHAIRMAN Called the hearing to order. 

14 
Meter# 

REP. BOB SKARPHOL* DIST. 2, TIOGA, ND Introduced the bill. This is a rural economic 

development bill. He stated he was the president of the local economic developmeilt group. The 

larger cities have abilities that smaller cities in rural areas do not have, They can provide tax 

incentives, etc,, in the larger communities simply because of their size. Most of the communities 

with twelve hundred or less population don't have the resources to be able to give anything away. 

This is an attempt in revitalizing rural North Dakota, It is my intention, that this apply to all 

corporate entities. In my discussion with the tax department, the analyst, told me that if we were 

to do this in one giant step, the fiscal impact to the State Treasury, would be six million dollars. 

That is the reason for phasing this in. They would get a twenty five percent benefit the first year, 

• Oatfl 
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House Finance and Taxati.on Committee 
Bill/Resolution Number HB 1327 

~ Hearing Date January 20, 2003 

fifty percent the second year, and seventy five th~ third year, and after four yearst there would be 

no corporate income tax, for communities of two thousand and less in North Dakota. 

SEN. RON NICHOLS,. DIST. 4, Testified in support ofHB 1326 and HB 1327. As all of you 

know, things are changing pretty fast in rural North Dakota. We are losing population, and the 

ones remaining in the small towns, are getting older. We are an aging population, it is difficult to 

keep young families in the rural towns. These two bills will help. 

MARY LOFI'SGARD, SUPERVISOR OF CORPORATE INCOME TAX, STATE TAX 

DEPARTMENT, Testified in a neutral position. She stated they had certain questions in tenns 

of clarifying the language. They have questions regarding how the bill would work, there is no 

definition of net income. They arc not sure how the bills would mesh, 

REP. WINRICH Rep. Skarphol said the reason he phased this in with 25%, 50%, 75%, etc., is 

that he had gotten a fiscal note, which would be six million dollars. How can you detennine that, 

if it is done all at once, the fiscal note that we have says, the impact cannot be determined, if it is 

phased in. What makes it so much more difficult to determine, if it is phased in? 

MARY LQFfSGARD I am going on the assumption, because the fiscal note was prepared by 

another staff member, I hope the initial six million dollars was based on all corporations of less 

than two thousand population. I think our unrierstanding at the time was, that this would only 

impact new corporationi:i. 

REP. WINRICH Asked if a revised fiscal note would be prepared. 

MARY LOFfSGABQ Stated she would request one. 

With no further testimony, the hearing was closed. 

Thi: ,nfcrograpt,lc Images on thh f Um are accurate reproductfon11 of records det fvertd to Modern rnformatfon Syatems for mtcrof lllllh'!G and J 
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House Finance and Taxation Committee 
Bill/Resolution Nwnber HB 1327 

.~, Hearing Date January 20, 2003 

COMMITTEE ACTION Later in the day, Tape #2, Side A, Meter #31.4 

REP. HEADLAND Stated he supports the bill and would like to have amendments drafted 

regarding clarifying the language of the bill. 

REP. WINRICH Stated he would help with getting more information and amendments drafh~d. 

Some of the committee members felt this would help with economic development in the small 

cities of North Dakota. 

REP. BELTER Stated he would hold the bill until the amendments were drafted. 

COMMITTEE ACTION 2-4-03, Tape #1, Side A, Meter #25 

REP. HEADLAND Presented amendments #30341.0101 to the bill which would clarify the 

language for the tax department. 

REP. HEADLAND Made a motion to adopt the runendments as presented. 

REP. DROVDAL Second the rnotion. Motion carried by voice vote. 

REP. CLARK Made a motion for a DO NOT PASS AS AMENDED. 

REP. GROSZ Second the motion. MOTION CARRIED. 

12 YES 0 NO 2 ABSENT 

REP. KELSH Was given the floor assignment. 

.. ,. t 

- ' ~....,....,,...__~, ..... , ......... ~ .. _... ... ,,_ ••"'• •- •• ~ • ..-.......... .i...:..1l,.~~...a.4~1,;..~ I 
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Amendment to: HB 1327 

FISCAL NOTE 
Requested by Loglslatlve Council 

02/06/2003 

1A, State flacal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to 
fl di l I d rl I un na eves an annroD1 at ons anflcloated under current law. 

2001-2003 Biennium 2003-2005 Biennium 2005-2007 Biennium 
General Other Funds General Other Fund• General Other Funds 

Fund Fund Fund 
Revenue, ($2,260,000 

Expenditure, 
Appropriations ·-

1 B. County, city, and school district fiscal effect: ldentlfv the fiscal effect on the aooroprlDte pol/tics/ subdivision. 
2001 ·2003 Biennium 2003-2005 Biennium 2005-2007 Biennium 

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

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

If enacted, Engrossed HB 1327 would provide corporate Income tax deductions to businesses located In towns with 
populations at or below 2,000. The deduction Is equal to 25% of taxable Income for tax year 20031 and 60% for tax 
year 2004, We estimate the flscal lmpact Is an expected loss In state general fund revenues of $2,26 million for the 
2003-05 biennium. 

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

fund affected and any amounts Included In the executive budget, 

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, 1/ne 
Item, and fund affected and the number of FTE positions affected. 

C, Appropriations: Explain the appropriation amounts. Provide detail, when appropriate) of the effect on 
the biennial appropriation for each agency and fund affected and any amounts Included In the executive 
budget. lndloRte the relationship between the amounts shown for expenditures and appropriations. 

Name: Kathryn L, Strombeck Aganov: Tax Dept. 
Phone Number: 328-3402 Date Prepared: 02/06/2003 
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8111/Resolutlon No.: HB 1327 

FISCAL NOTE 
Requested by Leglslatfve Council 

01/14/2003 

1 A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to 
~ dl t I d rl f I I I f d d I un ng eves an aoorop, a ons ant or1>a e un er current aw. 

2001-2003 Biennium 2003-2005 Biennium 2005-2007 Blennf um 
General Other Funds General other Funds General Other Funds 

Fund Fund Fund 
Revenues 
Expenditures 
Appropriations 

1B. County, city, and school district fiscal effect: identify the fiscal effect on the BtJ/JrotJrlate DOlitlcal subdivision. 
2001-2003 Biennium 2003-2005 Biennium ?005-2007 Biennium 

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

" 

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

(~ If enacted, HB 1327 would provide corporate income tax exemptions to new businesses locating in towns with populations at or 
) below 2,000. It ls uncertain how many new businesses would locate in &mall towns so the fiscal impact cannot be detennined. 

~~.u~ 

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

fund affected and any amounts Included In the executive budget. 

8. Expenditures: Exp/sin the expenditure amounts. Provide detail, when appropriate, for each agency, llne 
Item, and fund affected and the number of FTE positions affected. 

C. Appropriations: Explain the appropriation amounts. Provide detall, when appropriate, of the effect on 
the biennial gpproprlatlon for each agency and fund affected and any amounts Included In the executive 
budget. Indicate the relationship between the amounts shown for expenditures and appropriations. 

Name: Kathryn L. Strombeck Agency: Tax Dept. 
Phone Number: 328·3402 Date Prepared: 01/17/2003 
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VVINRJCH V 
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REPORT OF STANDING COMMITTEE (410) 
February 6, 2003 11 :29 a.m. 

Module No: HR-22-1703 
Carrier: S. Kelsh 

Insert LC: 30341.0101 Title: .0200 

REPORT OF STANDING COMMITTEE 
HB 1327: Finance and Taxation Committee (Rep. Belter, Chairman) recommends 

AMENDMENTS AS FOLLOWS and when so amended, recommends DO NOT PASS 
(12 YEAS, 0 NAYS, 2 ABSENT AND NOT VOTING). HB 1327 was placed on the 
Sixth order on the calendar. 

Page 1, line 7, replace 11the net" with NNorth Dakota taxable", replace 11fromu with "attributable 
to 11

, and replace 11establlshed 11 with "operating" 

Page 1, llne 8, remove "after June 30, 2003," 

Page 1, line 12, remove II For" 

Pago 1, remove line 13 

Page 1, line 14, remove "quallfylng location." 

Page 1, line 161 replace "must be reduced by seventy-five" with w1s twenty-flve 11 and after 
11percent 11 Insert 11of taxable lncome11 

Page 1, llne 17, replace "bt with 111s" and after "percent11 Insert "of taxable Income" 

Page 1, line 18, replace 11by twenty-flve 11 with His seventy-five" and after "percent" Insert 11of 
taxable lncomeN 

Page 1, line 19, after the period Insert "A corporation granted a new and e><pandlng business 
exemption under chapter 40-57.1 Is not entltlea to the reduction under this subdlvlslon. 11 

Renumber accordingly 

(2) DESI<, (3) COMM Page No. 1 HR·22•1703 

Thi', 1nf(1rogr1J)ht0 t1111gt1 on thte fHm ere accurate reprocbltfona of reeordt dttfvered to MOdtrn Jnto,wtfon tvtt• for MlorofflMll'IO and 
were f I lMtd tn the regular course of butfne11. Tht pf,otooraphfc proceae meets atandardt of the Nlltrfcen Natfonel ltenderde lnttftut• 
(ANSI) for archival mloroftlm, NOTICE1 If tht fflllitd fMVe ab:ove fs leas legible than thte Notice, ft le due to tht quality of the 
dor.Lrntr1t being fflmtd, ~~b) \ l :t>sza ,.,. v-.~1. \6 '6 O 3 
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2003 TESTIMONY 
HB 1327 
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...,. ,,..,.@G58999115 BSYSIPPTPPl 5StYISl I North Dakota Development Fund 

AGENCV OVEBYJEW 
AG PRODUCTS UTIUZATIQN 
BUSINESS DEVELOPMENT 
EVENTS CALENDAR 
JNTERNADQNAL TRADE 
NOBIH DAKOTA 
DEVELOPMENT FUND 
RESEAI\CH 
RURAL PEY, COUNCIL 
STAFF QIRECTORV 
TARGET MMJ(EJJNG 
WOR.kFQBCE PEYELOPMENT 
MANUFACTURING EXTENSION 
PAJITNEBSHJP 

• GQveroot'• choice Award 
WIODOCI Announced 

• Hoeveo Aooouoc:u Iraloloa 
Padcage tor Cl'Of1USA 

• Jotocmatlon ttcboofQQv 
CClmpanv Expandloo to 
eeMJlh 

• P!Ylde co, ecanomkj 
PtYtlooment e«orta e1v1oa 
Off 

• APUC Award• $29S.5l7 lo 
~lye-Added Ag Grant, 

North Dakotans have an Interest In 
flnanclally supporting business because 
business provides jobs, broadens our tax 
base and enhances our quality of Ufe, The 
North Dakota Development Fund may be 
the perfect source for many primary-sector 
businesses, The fund provides "gap 
financing .. not avallable from most 
conventional lenders, 

An eight-member board and experienced 
staff carry out the functions of the North 
Dakota Development Fund, The fund Is a 
secondary source of financing, subordinate 
to private sources. If a business can't 
handle added debt, the Development Fund 
can take an equity financing position, 

The Fund Is a team player In economic 
development. It coordinates efforts 
between all the sources of financing, the 
business and the community, Any project 
considered for this financing must be 
feaslble and have a reasonabtE, chance of 
succeeding. 

This fund was created to provide flexible 
"gap" financing through loans and equity 
Investments. Funding Is available to any 
primary-sector business with the exception 
of production agriculture. The Development 
Fund also administers the Reglonal Rural 
Revolving Loan Fund, which provides 
funding for projects located In rural areas, 
To accus the Rural Revolving Loan Fund, 
the primary-sector business must be 
located In a community of less than 8,000 
In population or be located more than five 
mlles outside the city llmlts, 

For more Information, contact: 

APPLICATION PROCESS 
BOARD OF DIRECTORS 
INVESTMENTS 
PRESS RELEASES 

http://www.growingnd.com/services/fund/default.asp?seotionlD= 1 0&subSectionID=30&ps... 1/21/2003 
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North Dakota Development Fund: North Dakota Economic Development and Finance 

Dean RNSe 
CEO, ND Development Fund 
701-328-5310 
dreese@state,nd.us 

ADOffiONAL INFORMATION ICON L!GEND 
!! 2000-2001 NODE Annual Report 

&eOK 

Page 2 of2 

http://www.growingnd.com/services/fund/default.asp?sectionID=10&subSectionID=30&ps. •. 1/21/2003 
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