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Explanation or reason for introduction of bill/resolution:

A BILL for an Act to amend and reenact sections 40-63-04, 40-63-06, and 40-63-07,
subdivision i of subsection 2 of section 57-35.3-02, and sections 57-38-01, 57-38-
01.8, 57-38-01.21, 57-38-01.22, 57-38-01.23, 57-38-01.24. 57-38-01.25, 57-38-
01.26, 57-38-01.27, 57-38-01.31, 57-38-01.32, 57-38-01.33, 57-38-30.3, 57-38.5-
03, and 57-38.6-03 of the North Dakota Century Code, relating to income taxes of
individuals, estates, and trusts; to repeal sections 57-38-01.20, 57-38-01.28, 57-38-
01.29, 57-38-01.30, and 57-38-29.3 of the North Dakota Century Code, relating to
income taxes of individuals, estates, and trusts; and to provide an effective date.

Minutes: Testimony Attached

Chairman Cook opened the hearing on SB 2237.
Senator Miller introduced SB 2237.
Dustin Gawrylow - See attached testimony 1 in favor of SB 2237.

Matt Peyerl, Tax Department went through the mechanics of how exemptions, credits,
and deductions coincide with the federal level.

Senator Dotzenrod - It looks like on page 47 at the top, that is where you are starting with
that number that was taken off the federal return and it's the number that we would have on
our federal return before we take our exemptions and deductions. That is where you're
starting then?

Matt Peyerl - That is correct.

Chairman Cook closed the hearing on SB 2237.
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Explanation or reason for introduction of bill/resolution:

A BILL for an Act to amend and reenact sections 40-63-04, 40-63-06, and 40-63-07,
subdivision i of subsection 2 of section 57-35.3-02, and sections 57-38-01, 57-38-
01.8, 57-38-01.21, 57-38-01.22, 57-38-01.23, 57-38-01.24. 57-38-01.25, 57-38-
01.26, 57-38-01.27, 57-38-01.31, 57-38-01.32, 57-38-01.33, 57-38-30.3, 57-38.5-
03, and 57-38.6-03 of the North Dakota Century Code, relating to income taxes of
individuals, estates, and trusts; to repeal sections 57-38-01.20, 57-38-01.28, 57-38-
01.29, 57-38-01.30, and 57-38-29.3 of the North Dakota Century Code, relating to
income taxes of individuals, estates, and trusts; and to provide an effective date.

Minutes: Committee Work

Chairman Cook opened discussion on SB 2237.

Senator Miller - What these amendments do is essentially they are similar to what we've
already passed with Chairman Cook's income tax bill except a major change here is in the
corporate income taxing. This is a $25 million tax cut for corporations and it flattens their
tax to 4.7%. (2:04)

Senator Burckhard - In SB 2156 that we passed that was a $200 million individual tax cut
and a $50 million corporate tax cut. This is a $200 million individual and $25 million
corporate?

Chairman Cook - Yes, if you take a look at SB 2156, the amendments that we passed
which are now the bill, they are numbered 8182.01003, that is the same amendments that
you have here. The only difference between the amendments that we put on SB 2156 and
the amendments that Senator Miller is handing out here is the flat rate for the corporate tax.

Senator Miller - The flat tax thing | had initially, it's something | would love to do it's just; |
don't have the information | need to make it an effective bill. | will move the amendments.

Seconded by Senator Oehlke.

Chairman Cook - Senator Miller did point out to me that a vast majority of the states, that
the corporate tax is a flat rate.
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Senator Triplett - What does the vast majority mean?

Chairman Cook - 32 out of 43 states that have income tax. | understand the reason for a
graduated rate system in personal income tax. At 4.7% we would not be the lowest but we
wouldn't have too many below us.

Senator Triplett - Why did you just not, if the individual income tax ends up being exactly
the same as Chairman Cook's bill why not just get that out of this bill all together so that this
is just a standalone bill about corporate income tax?

Chairman Cook - It will be a personal and a corporate tax bill. My guess is that this is a
$25 million so there are 2 differences that he has with his bill than mine. One is its less
corporate and the other is the flat rate.

Senator Triplett - | understand the distinction, | was wondering why he didn't just remove
all of the stuff about the individual income tax if it ends up being exactly the same as yours,
why not just pull it out of this one?

Chairman Cook - Because my guess is only one of them is going to pass the Senate.
Senator Miller - | really didn't want to just have a corporate income tax bill.

Roll Call Vote on Amendment 7-0-0

Senator Miller - I'll move a Do Pass as Amended and re-refer to Appropriations.
Seconded by Vice Chairman Campbell.

Roll Call Vote 5-2-0

Carried by Senator Miller.



FISCAL NOTE
Requested by Legislative Council
01/21/2013

Bill/Resolution No.: SB 2237

1 A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to funding
levels and appropriations anticipated under current law.
2011-2013 Biennium 2013-2015 Biennium 2015-2017 Biennium

General Fund Other Funds General Fund Other Funds General Fund Other Funds

Revenues

Expenditures

Appropriations

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

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

Counties

Cities

School Districts

| Townships

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

SB 2237 broadens and flattens the individual income tax base, and imposes a single tax rate of 1.5%.

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

SB 2237, if enacted, will broaden the individual income tax base by utilizing as a starting point, federal adjusted
gross income. Most tax credits and deductions are repealed in this bill. All tax brackets are removed, and a single,
flat tax rate of 1.5% is imposed. The single flat rate of 1.5% is estimated to be revenue neutral across all individual
income taxpayers. It is not necessarily revenue neutral for any given taxpayer; there will be changes in the tax
liabilities among individual taxpayers, as the progressivity embedded in the current tax system is removed.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund
affected and any amounts included in the executive budget.

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

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, for each agency and fund
affected. Explain the relationship between the amounts shown for expenditures and appropriations. Indicate whether
the appropriation is also included in the executive budget or relates to a continuing appropriation.
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PROPOSED AMENDMENTS TO SENATE BILL NO. 2237 | o £5

Page 1, line 1, after "A BILL" replace the remainder of the bill with “for 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 contributions to rural leadership North Dakota; to
amend and reenact subsection 3 of section 57-38-01.26, section 57-38-30, and
subsection 1 of section 57-38-30.3 of the North Dakota Century Code, relating to
authorized investments of an angel fund for income tax credit purposes and a reduction
in income tax rates for corporations, individuals, estates, and trusts; and to provide an

effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 3 of section 57-38-01.26 of the North
Dakota Century Code is amended and reenacted as follows:

3. An angel fund must:

a.

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

Be organized for the purpose of investing in a portfolio of at least three
primary sector companies that are early-stage and mid-stage private,
nonpublicly traded enterprises with strong growth potential. For
purposes of this section, an early-stage entity means an entity with
annual revenues of up to two million dollars and a mid-stage entity
means an entity with annual revenues over two million dollars not to
exceed ten million dollars. Early-stage-and-mid-stage-entities-do-not
include those-that have -more-than-twenty-five-percent of their revenue
from-income-producing-real-estate-Investments in real estate or real

- estate holding companies are not eligible investments by certified

angel funds. Any angel fund certified before January 1, 2013, which
has invested in real estate or a real estate holding company is not
eligible for recertification.

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

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

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

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

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

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

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

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

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

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

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

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

Corporate credit for contributions to rural leadership North Dakota.

There is allowed a credit against the tax imposed by section 57-38-30 in an
amount equal to fifty percent of the aggregate amount of contributions made by the
taxpayer during the taxable year for tuition scholarships for participation in rural
leadership North Dakota conducted through the North Dakota state university
extension service. Contributions by a taxpayer may be earmarked for use by a
designated recipient.

SECTION 3. AMENDMENT. Section 57-38-30 of the North Dakota Century
Code is amended and reenacted as follows:

57-38-30. Imposition and rate of tax on corporations.

A tax is hereby imposed at a rate of four and seven-tenths percent upon the
taxable income of every domestic and foreign corporation which must be levied,
collected, and paid annually as provided in this chapter provided:

- , , , |
Bt llus.t t“e.“? 'I“e iosieand dellals. el
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SECTION 4. AMENDMENT. Subsection 1 of section 57-38-30.3 of the North
Dakota Century Code is amended and reenacted as follows:

1. Atax is hereby imposed for each taxable year upon income earned or
received in that taxable year by every resident and nonresident individual,
estate, and trust. A taxpayer computing the tax under this section is only
eligible for those adjustments or credits that are specifically provided for in
this section. Provided, that for purposes of this section, any person
required to file a state income tax return under this chapter, but who has
not computed a federal taxable income figure, shall compute a federal
taxable income figure using a pro forma return in order to determine a
federal taxable income figure to be used as a starting point in computing
state income tax under this section. The tax for individuals is equal to
North Dakota taxable income multiplied by the rates in the applicable rate
schedule in subdivisions a through d corresponding to an individual's filing
status used for federal income tax purposes. For an estate or trust, the
schedule in subdivision e must be used for purposes of this subsection.

a. Single, other than head of household or surviving spouse.

If North Dakota taxable income is: The tax is equal to:
Not over $34.500$36,.250 4-54%1.22%
Over $34.500%$36.250 $520-85%3441.20 plus 2-82%2.27%
but not over $83.6003%$87.850 of amount over $34;500$36,250
Over $83-600387.850 $1.905:673$1.614.06 plus 3-+3%2.52%

but not over $174-4003$183,250 of amount over $83-600$87,850
Over $4#4-4003183,250 $4.747-61$4,020.85 plus 3-63%-2.93%
but not over $378-4503$398.350 of amount over $474-400%$183.250
Over $378,160$398,350 $12,180-04$10,314.36 plus 3:98%3.22%
of amount over $378;450$398,350

b.  Married filing jointly and surviving spouse.

If North Dakota taxable income is: The tax is equal to:
Not over $677003$60.650 +51%1.22%
Over $67+003%60.650 $8714-273738.17 plus 2:82%2.27%

but not over $1398-350$146.400 of amount over $57766%$60,650
Over $139:350$146,400 $3,443-80$2.687.25 plus 3:-13%2.52%
but not over $242-300$223,050 of amount over $439-350$146,400

Over $212,:300$223,050 $6,4567-143$4.621.01 plus 3:63%2.93%
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but not over $378-1503$398,350 of amount over $242-:360$223.050
Over $378-450$398,350 $4+4-643-78%9750.03 plus 3-98%3.22%
of amount over $379,:450$398,350

c. Married filing separately.

If North Dakota taxable income is: The tax is equal to:
Not over $28-850$30.325 4-51%1.22%
Over $28:860$30,325 $435-64$369.08 plus 2:82%2.27%
but not over $68,675%73,200 of amount over $28.8560330,325
Over $68.675%73,200 $1.686-8031,343.62 plus 3-13%2.52%

but not over $486-4503$111,525 of amount over $68:675%73,200
Over $106;456$111,525 $2.728-67$2,310.50 plus 3-63%2.93%
but not over $488.575$199.175 of amount over $486-450%$111,525
Over $488;675$199,175 $5,7656-80$4.875.01 plus 3:88%3.22%
of amount over $1489.56¥6$199.175

d. Head of household.

If North Dakota taxable income is: The tax is equal to:
Not over $46:260$48.600 451%1.22%
Over $46,;250%$48.600 $698-38$591.51 plus 2-82%2.27%

but not over $448;400$125,450 of amount over $46.-250$48 600
Over $419;400$125,450 $2,764-21432,338.29 plus 3-43%-2.52%
but not over $1483:350$203,150 of amount over $448-408$125.450
Over $193,360$203,150 $5,075-84%4,298.54 plus 3:63%2.93%
but not over $379;4503$398.350 of amount over $483.-350$203,150
Over $379:450$398,350  $44,;820-38$10,009.80 plus 3-:98%-3.22%
of amount over $379;460$398,350

e. Estates and trusts.

If North Dakota taxable income is: The tax is equal to:
Not over $2,360%$2.450 1-54%1.22%
Over $2:300$2,450 $34-73%$29.82 plus 2:82%2.27%

but not over $5.4503$5,700 of amount over $2-360$2.450
Over $5;45035,700 $423-563103.69 plus 3-13%2.52%
but not over $8-3683$8,750 of amount over $5-4503$5.700
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Over $8:300$8,750 $242-77$180.64 plus 3-63%2.93%
but not over $44-350%$11,950 of amount over $8-:3663$8,750
Over $11.:360811,950$323-48$274.27 plus 3:88%3.22%

of amount over $44-366$11.950
f.  Foran individual who is not a resident of this state for the entire year,
or for a nonresident estate or trust, the tax is equal to the tax
otherwise computed under this subsection multiplied by a fraction in
which:

(1) The numerator is the federal adjusted gross income allocable
and apportionable to this state; and

(2) The denominator is the federal adjusted gross income from all
sources reduced by the net income from the amounts specified
in subdivisions a and b of subsection 2.

In the case of married individuals filing a joint return, if one spouse is a
resident of this state for the entire year and the other spouse is a
nonresident for part or all of the tax year, the tax on the joint return
must be computed under this subdivision.

g. The tax commissioner shall prescribe new rate schedules that apply in
lieu of the schedules set forth in subdivisions a through e. The new
schedules must be determined by increasing the minimum and
maximum dollar amounts for each income bracket for which a tax is
imposed by the cost-of-living adjustment for the taxable year as
determined by the secretary of the United States treasury for
purposes of section 1(f) of the United States Internal Revenue Code
of 1954, as amended. For this purpose, the rate applicable to each
income bracket may not be changed, and the manner of applying the
cost-of-living adjustment must be the same as that used for adjusting
the income brackets for federal income tax purposes.

h. The tax commissioner shall prescribe an optional simplified method of
computing tax under this section that may be used by an individual
taxpayer who is not entitled to claim an adjustment under subsection 2
or credit against income tax liability under subsection 7.

SECTION 5. EFFECTIVE DATE. This Act is effective for taxable years
beginning after December 31, 2012."

Renumber accordingly
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Com Standing Committee Report Module ID: s_stcomrep_28_007
February 14, 2013 9:06am Carrier: Miller
Insert LC: 13.0075.01005 Title: 02000

REPORT OF STANDING COMMITTEE
SB 2237: Finance and Taxation Committee (Sen. Cook, Chairman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS
and BE REREFERRED to the Appropriations Committee (5 YEAS, 2 NAYS,
0 ABSENT AND NOT VOTING). SB 2237 was placed on the Sixth order on the
calendar.

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to create and
enact a new section to chapter 57-38 of the North Dakota Century Code, relating to a
corporate income tax credit for contributions to rural leadership North Dakota; to
amend and reenact subsection 3 of section 57-38-01.26, section 57-38-30, and
subsection 1 of section 57-38-30.3 of the North Dakota Century Code, relating to
authorized investments of an angel fund for income tax credit purposes and a
reduction in income tax rates for corporations, individuals, estates, and trusts; and to
provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 3 of section 57-38-01.26 of the
North Dakota Century Code is amended and reenacted as follows:

3. An angel fund must:

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

b. Be organized for the purpose of investing in a portfolio of at least
three primary sector companies that are early-stage and mid-stage
private, nonpublicly traded enterprises with strong growth potential.
For purposes of this section, an early-stage entity means an entity
with annual revenues of up to two million dollars and a mid-stage
entity means an entity with annual revenues over two million dollars

not to exceed ten million dollars. Early-stage-and-mid-stage-entities

-Investments in real
estate or real estate holding companies are not eligible investments
by certified angel funds. Any angel fund certified before January 1,
2013, which has invested in real estate or a real estate holding
company is not eligible for recertification.

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

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

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

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

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

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

(1) DESK (3) COMMITTEE Page 1 s_stcomrep_28_007
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i.  Within thirty days after the date on which an investment in an angel
fund is made, the angel fund shall file with the tax commissioner and
provide to the investor completed forms prescribed by the tax
commissioner which show as to each investment in the angel fund
the following:

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

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

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

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

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

Corporate credit for contributions to rural leadership North Dakota.

There is allowed a credit against the tax imposed by section 57-38-30 in an
amount equal to fifty percent of the aggregate amount of contributions made by the
taxpayer during the taxable year for tuition scholarships for participation in rural
leadership North Dakota conducted through the North Dakota state university
extension service. Contributions by a taxpayer may be earmarked for use by a
designated recipient.

SECTION 3. AMENDMENT. Section 57-38-30 of the North Dakota Century
Code is amended and reenacted as follows:

57-38-30. Imposition and rate of tax on corporations.
Atax is hereby imposed at a rate of four and seven-tenths percent upon the

taxable income of every domestic and foreign corporation which must be levied,
collected, and paid annually as provided in this chapter provided:

i , , , ,
Fof “‘ef*‘s‘. twenty-five-theusand doliars-oftaxable-incemerat-the I . -rate-of

SECTION 4. AMENDMENT. Subsection 1 of section 57-38-30.3 of the North
Dakota Century Code is amended and reenacted as follows:

1.  Ataxis hereby imposed for each taxable year upon income earned or
received in that taxable year by every resident and nonresident
individual, estate, and trust. A taxpayer computing the tax under this
section is only eligible for those adjustments or credits that are
specifically provided for in this section. Provided, that for purposes of this
section, any person required to file a state income tax return under this

(1) DESK (3) COMMITTEE Page 2 s_stcomrep_28_007
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chapter, but who has not computed a federal taxable income figure, shall
compute a federal taxable income figure using a pro forma return in order
to determine a federal taxable income figure to be used as a starting
point in computing state income tax under this section. The tax for
individuals is equal to North Dakota taxable income multiplied by the
rates in the applicable rate schedule in subdivisions a through d
corresponding to an individual's filing status used for federal income tax
purposes. For an estate or trust, the schedule in subdivision e must be
used for purposes of this subsection.

a. Single, other than head of household or surviving spouse.
If North Dakota taxable income is: The tax is equal to:
Not over $34.600$36.250 4-64%1.22%
Over $34.500336,250 $520-953$441.20 plus 2-82%2.27%

but not over $83.600$87.850 of amount over $34-5600$36.250
Over $83,600$87.850 $4.805-57$1.614.06 plus 343%2.52%
but not over $474-400$183.250 of amount over $83-600$87.850
Over $174:400$183,250 $4,747-61%4,020.85 plus 3:63%-2.93%
but not over $379,450$398,350 of amount over $474-400$183,250
Over $379;:160$398,350 $12:180-:04$10,314.36 plus 3:88%3.22%
of amount over $379;4566$398,350

b. Married filing jointly and surviving spouse.
If North Dakota taxable income is: The tax is equal to:
Not over $567700360.650 4-61%1.22%
Over $67,700$60,650 $874-27$738.17 plus 2-82%2.27%

but not over $439;3560$146,400 of amount over $67700$60,650
Over $439:3560$146,400 $3,;473-80%2,687.25 plus 3-43%2.52%
but not over $242-:300$223.050 of amount over $439-350$146.400
Over $242:300$223.050 $5-457-143%4.621.01 plus 3-63%2.93%
but not over $379;450$398,350 of amount over $242,360$223,050
Over $379:150$398,350 $41:643-79$9750.03 plus 3-88%3.22%
of amount over $379,456$398,350

c. Married filing separately.
If North Dakota taxable income is: The tax is equal to:
Not over $28.850$30,325 451%1.22%
Over $28:850$30,325 $435-64$369.08 plus 2-82%2.27%

(1) DESK (3) COMMITTEE Page 3 s_stcomrep_28_007
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but not over $69.675$73.200 of amount over $28-8560$30,325
Over $69,676$73,200 $4,686-:903$1,343.62 plus 3-43%2.52%

but not over $406-450$111,525 of amount over $69.676373.200
Over $106:450$111.525 $2.728-6732,310.50 plus 3-63%2.93%

but not over $489;676$199,175 of amount over $466-450$111,525

Over $489.5676%$199,175 $5,756:90%4,875.01 plus 3:98%3.22%
of amount over $489.575$199.175
d. Head of household.
If North Dakota taxable income is: The tax is equal to:
Not over $46.250$48.600 4-54%1.22%
Over $46:250348.600 $698-38$591.51 plus 282%2.27%

but not over $449-4003$125,450 of amount over $46-260348.600
Over $419;400$125,450 $2,764-24$2,338.29 plus 3:43%-2.52%
but not over $493;3560$203,150 of amount over $+49,400$125,450
Over $183.:360$203,150 $6,075-8434,298.54 plus 3-63%2.93%
but not over $379:460$398,350 of amount over $493,:360$203,150
Over $379:450$398.350 $44-820-38310,009.80 plus 3-:99%-3.22%
of amount over $379:460$398,350

e. Estates and trusts.
If North Dakota taxable income is: The tax is equal to:
Not over $2,:300$2,450 +-51%1.22%
Over $2.300$2.450 $34-73%29.82 plus 2-82%2.27%

but not over $5;450$5,700 of amount over $2,.300$2.450
Over $6:4560$5,700  $423-66$103.69 plus 3-43%2.52%
but not over $8.300$8.750 of amount over $5:450$5.700
Over $8:300$8,750  $242-77$180.64 plus 3-63%2.93%
but not over $44-350$11,950 of amount over $8-360$8.750
Over $44:350$11.950 $323:48$274.27 plus 3-88%3.22%
of amount over $44-350$11.950

f.  For an individual who is not a resident of this state for the entire year,
or for a nonresident estate or trust, the tax is equal to the tax

(1) DESK (3) COMMITTEE Page 4 s_stcomrep_28_007
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otherwise computed under this subsection multiplied by a fraction in
which:

(1) The numerator is the federal adjusted gross income allocable
and apportionable to this state; and

(2) The denominator is the federal adjusted gross income from all
sources reduced by the netincome from the amounts specified
in subdivisions a and b of subsection 2.

In the case of married individuals filing a joint return, if one spouse is
a resident of this state for the entire year and the other spouse is a
nonresident for part or all of the tax year, the tax on the joint return
must be computed under this subdivision.

The tax commissioner shall prescribe new rate schedules that apply
in lieu of the schedules set forth in subdivisions a through e. The
new schedules must be determined by increasing the minimum and
maximum dollar amounts for each income bracket for which a tax is
imposed by the cost-of-living adjustment for the taxable year as
determined by the secretary of the United States treasury for
purposes of section 1(f) of the United States Internal Revenue Code
of 1954, as amended. For this purpose, the rate applicable to each
income bracket may not be changed, and the manner of applying the
cost-of-living adjustment must be the same as that used for adjusting
the income brackets for federal income tax purposes.

The tax commissioner shall prescribe an optional simplified method
of computing tax under this section that may be used by an
individual taxpayer who is not entitled to claim an adjustment under
subsection 2 or credit against income tax liability under subsection 7.

SECTION 5. EFFECTIVE DATE. This Act is effective for taxable years
beginning after December 31, 2012."

Renumber accordingly

(1) DESK (3) COMMITTEE
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2013 SENATE STANDING COMMITTEE MINUTES

Senate Appropriations Committee
Harvest Room, State Capitol

SB 2237
02-19-2013
Job # 19145

[] Conference Commlttee

Committee Clerk Signature MU W

Explanation or reason for introduction of bill/resolution:

A BILL for corporate income tax credit RE: rural leadership ND

Minutes:

Chairman Holmberg called the committee to order on Tuesday, February 19, 2013 at 8:30
am in regards to SB 2237. All committee members were present. Brady Larson from
Legislative Council and Tammy R. Dolan from OMB were also present.

Matt Peyrl, Tax Department provides neutral information. He explains the bill by sections.
He explains what flattening tax rates are. He said the original bill was substantially different
so the fiscal note is irrelevant.

Senator Holmberg says the original fiscal note tells very little since it was done before the
bill was amended.

Mr. Peyrl states the starting point has been changed so the entire bill has been changed.

Senator Holmberg asks if there is a new fiscal note and if not there is not there isn't much
they can do until they see the costs.

Senator Miller comes in to explain the costs in the bill. He said it is $200M in individual
income tax, and 25M in corporate tax, the corporate tax cut is a flat rate.

Senator Holmberg asks if this is over and above the Governor's recommendation
regarding tax relief.

Senator Miller states it is a $100M over the Governor's recommendation.
Senator Holmberg says they will wait for the fiscal note before doing anything on the bill.
Senator Miller explains that the rates are the same as what is in Senator Cook's bill.

Senator Holmberg asks if this bill fits in with any other tax bill.



Senate Appropriations Committee
SB 2237

02-13

Page 2

Senator Miller states that since it is similar to Senator Cook's bill one bill should pass. He
continues to say the difference in the two is the corporate structure. He explains why he
likes the flat rate.

Senator Wanzek asks if this bill will bring back the short form.

Senator Miller says as it is currently written it would not.

Senator Holmberg is presented a new fiscal note and relays they will delay this bill until
tomorrow so everyone has a chance to look at it.(Fiscal note was distributed to committee
members).

Senator Krebsbach states with a flat tax in the corporate end of it there will be winners
and losers and wonders what the comments were on that from the business community.

Senator Miller explains the current structure and how they would be affected.

Chairman Holmberg stated they will talk about tax policy tomorrow. The hearing was
closed on SB 2237
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Harvest Room, State Capitol
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Explanation or reason for introduction of bill/resolution:

A BILL for Corporate income tax credit for contributions to rural leadership ND (Do Not
Pass.)

Minutes: You may make reference to “attached testimony.”

Chairman Holmberg called the committee to order in regards to SB 2237. All committee
members were present. Brady Larson , Legislative Council and Joe Morrissette, OMB were
also present.

Senator O'Connell made a motion for a Do Not Pass, 2" by Senator Erbele.
Chairman Holmberg asked for any discussion. There was none. Call the roll on a DO
NOT PASS ON SB 2237. A Roll Call vote was taken. Yea: 13 Nay: 0 Absent:0.

Motion carried. Senator Robinson will carry the bill.

Chairman Holmberg commented that we should make sure that this comes after SB 2156
on the floor.

The hearing was closed on SB 2237.



FISCAL NOTE
Requested by Legislative Council
02/14/2013

Amendment to: SB 2237

1 A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to funding
levels and appropriations anticipated under current law.

2011-2013 Biennium 2013-2015 Biennium 2015-2017 Biennium
General Fund Other Funds General Fund Other Funds General Fund Other Funds
Revenues $(225,000,000)
Expenditures
Appropriations

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

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

Counties

Cities

School Districts
-| Townships

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

Engrossed SB 2237 reduces individual and corporate income tax rates.

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

Section 4 of engrossed SB 2237 reduces individual income tax rates an equal percentage in each bracket. Section 3
eliminates the corporate income tax brackets and imposes a flat rate of 4.7%.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund
affected and any amounts included in the executive budget.

if enacted, engrossed SB 2237 is expected to reduce state general fund revenues by an estimated $225 million in
the 2013-15 biennium.

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

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



Name: Kathryn L. Strombeck
Agency: Office of Tax Commissioner
Telephone: 328-3402
Date Prepared: 02/18/2013



FISCAL NOTE
Requested by Legislative Council
01/21/2013

Bill/Resolution No.: SB 2237

1 A. State fiscal effect: /dentify the state fiscal effect and the fiscal effect on agency appropriations compared to funding
levels and appropriations anticipated under current law.
2011-2013 Biennium 2013-2015 Biennium 2015-2017 Biennium

General Fund Other Funds General Fund Other Funds General Fund Other Funds

Revenues

Expenditures

Appropriations

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

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

Counties

Cities

School Districts

| Townships

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

SB 2237 broadens and flattens the individual income tax base, and imposes a single tax rate of 1.5%.

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

SB 2237, if enacted, will broaden the individual income tax base by utilizing as a starting point, federal adjusted
gross income. Most tax credits and deductions are repealed in this bill. All tax brackets are removed, and a single,
flat tax rate of 1.5% is imposed. The single flat rate of 1.5% is estimated to be revenue neutral across all individual
income taxpayers. It is not necessarily revenue neutral for any given taxpayer; there will be changes in the tax
liabilities among individual taxpayers, as the progressivity embedded in the current tax system is removed.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund
affected and any amounts included in the executive budget.

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

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

2013 SENATE STANDING COMMITTEE
ROLL CALL VOTES

BILL/RESOLUTION NO. _ 22~ 3 7

Senate _Appropriations Committee

[ ] Check here for Conference Committee

Legislative Council Amendment Number

Action Taken D /U@ ‘Pm

Motion Made By é ? /( iﬁl M Seconded By éw
(@

Senators Yes | No Senator Yes | No

Chariman Ray Holmberg // Senator Tim Mathern e
Co-Vice Chairman Bill Bowman P Senator David O'Connell il
Co-Vice Chair Tony Grindberg / Senator Larry Robinson e
Senator Ralph Kilzer » Senator John Warner P
Senator Karen Krebsbach P
Senator Robert Erbele r
Senator Terry Wanzek e
Senator Ron Carlisle &
Senator Gary Lee V-

Total (Yes) { '% No ﬂ

Absent ﬂ

Floor Assignment P 4’/9-/(/1/(.4 ,,A,,-L/

A%

If the vote is on an amendment, briefly indicate intent:



Com Standing Committee Report Module ID: s_stcomrep_32_014
February 20, 2013 12:13pm Carrier: Robinson

REPORT OF STANDING COMMITTEE
SB 2237, as engrossed: Appropriations Committee (Sen. Holmberg, Chairman)
recommends DO NOT PASS (13 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING).
Engrossed SB 2237 was placed on the Eleventh order on the calendar.

(1) DESK (3) COMMITTEE Page 1 s_stcomrep_32_014



2013 TESTIMONY

SB 2237



Senate Bill 2237 - Senate Tax and Finance Committee — Dustin Gawrylow

Goal: Improve North Dakota's Corporate Tax Rank to #11 (up from 35th).

Intentions of the bill:

The following are the intentions of the bill, if the language does not achieve these goals, it will need to be
amended to do so.

*Rate in bill says 1.5% for flat-rate after exemption - that was intended to be 3% (or whatever can pass
without increasing dollar-base tax burden on lower income). ( & rou/ y\QMWQ

Single rate of 3% on adjusted gross income, with a $15,000 personal exemption
($30,000 for married filing jointly)

Excessive taxes on income are also generally less desirable than taxes on consumption because they
discourage wealth creation. In a comprehensive summary of international econometric tax studies, Arnold
et. al. (2011) found that personal income taxes are among the most destructive to growth, being outdone
only by corporate income taxes. The authors found that consumption and property taxes are the least
harmful.

The economic literature on progressive income taxes is especially unkind. Forexample, the Arnold et. al.
study finding that reductions in the top marginal rate of income taxes would be beneficial to long term
growth. Examining the period 1969-1986, Mullen and Williams (1994) found that higher marginal tax rates
reduce gross state product growth. This finding even adjusts for the overall tax burden of the state, lending
credence to the principle of broad bases and low rates.

Prescott (2004) found that that progressive income taxes in Europe in the 1970s led workers on average to
work fewer hours and not seek additional career-advancing opportunities. This means that progressive tax
policy today can hinder the long run earning potential of a worker for the rest of their life. There is good
evidence that progressive income taxes in Europe in the 1970s led workers on average to take on fewer
hours and not seek additional career-advancing opportunities.

A better approach would be to tax income at a lower rate but on a broader base. Applying the tax to all
adjusted gross income (minus a generous personal exemption to retain progressivity) would greatly reduce
the taxpayers' costs of figuring out state taxes and eliminate distortions.

0% tax on capital gains, dividends, and interest income

The ultimate source of most capital income—interest, dividends and capital gains—is corporate profits. The
corporate income tax reduces the level of profits that can eventually be used to generate interest or
dividend payments or capital gains. This capital income must then be declared by the receiving individual
and taxed. The result is the double taxation of this capital income—first at the corporate level and again on
the individual level. This change will eliminate this double taxation.

Tax brackets will be de facto inflation-adjustment

Adjusting tax brackets for inflation prevents “bracket creep” whereby taxes go up just because income goes
up, even ifitis wiped out by increases in inflation.
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Recommendations for North Dakota’s Tax
System

By
Mark Robyn

Introduction

At the request of the North Dakota Taxpayers Association, we offer a list of recommendations to improve North
Dakota’s business tax climate. The recommendations are derived from our State Business Tax Climate Index, which
we produce annually to enable business leaders, government policymakers, and taxpayers to gauge how their states’
tax systems compare according to the economic principles of simplicity, neutrality, and broad tax bases with low tax

rates.

The states that score best in the /ndex are those that embrace the established tax reform approach of broadening the
tax bases and lowering the tax rates. Reforms along those lines can of course affect revenue totals. While we
recommended specific base-broadening changes, we have not included any specific corresponding rate reductions in
the analysis, for two reasons. First, state revenue officials are better positioned than we are to estimate revenue effects.
Second, North Dakotans must decide for themselves whether they want tax reform to raise the same amount of
revenue or reduce revenue.

All Index rank changes listed in this analysis represent what the effect would have been had North Dakota had the
relevant change in effect on July 1, 2011, the first day of the standard state fiscal year and the snapshot date for the
2012 Index. If all of the changes listed below had been in effect on July 1, 2011, North Dakota would have ranked
fifth overall in the FY2012 edition of the /ndex, instead of 29th.

The following changes would broaden the state’s tax bases and thus allow for lower tax rates without reducing tax
revenue. These reduced tax rates (which are unspecified and therefore not reflected in the new rankings) could
improve the state’s score further and provide more flexibility to choose among our other recommendations without
necessarily changing the state’s final /ndex rank.

Corporate Income Tax
e Provide for unlimited business net operating loss (NOL) carry-backs of up to three years. About a quarter of
states allow NOL carry-backs, with the maximum generally three years. Of those that allow it, most do not
limit the amount that can be carried back.

Mark Robyn is an economist at the Tax Foundation.



e Broaden the corporate tax base by eliminating tax preferences such as investment credits, job credits, and
research and development (R&D) credits.

e Eliminate the throwback rule. About half of states have no throwback rule.

e Adjust tax brackets for inflation to avoid automatic real corporate tax increases due to inflation.

e Currently, North Dakota requires taxpayers to make an addition to income if foreign taxes were deducted
from income at the federal level. North Dakota should eliminate this provision, effectively allowing the
deduction for foreign taxes paid. Twenty-one states allow the federal deduction to flow through to the state
tax calculation.

Without any rate changes, the above corporate base changes would have been enough to improve North Dakota’s
rank to fourth, up from 21st place, in the corporate tax component of the /ndex had they been in effect on July 1,
2011. Reductions in corporate tax rates, potentially made revenue-neutral by the base-broadening mentioned, would
further improve North Dakota’s score, as would moving to a flat rate structure.

Individual Income Tax

e  Utah and Indiana ranked 10th and 11th respectively. Each has a flat, one-rate individual income tax. If
North Dakota emulated this model—for example, moving to a single 3.99 percent rate with an increased
standard deduction and personal exemption (to a combined level of $15,000 per spouse)--this would
represent significant improvement. Had such a system been in effect on July 1, 2011, the state would have
ranked 11th in the individual income tax /ndex component, up from 35th.

e Investment income is double taxed by the federal tax system, and states should avoid aggravating that
distortion with further state taxes. If North Dakota eliminated income taxes on capital gains, interest, and
dividend income, they would be the first state with an individual income tax to do so. This change, in
addition to the rate change above, would have improved North Dakota’s rank to eighth for the individual
income tax component (again, up from 35th).

North Dakota should also consider broadening the income tax base by eliminating special credits and deductions.
While North Dakota currently adopts federal itemized deductions by starting their calculation with federal taxable
income, calculating state tax solely on the calculation of federal adjusted gross income (AGI) would greatly simplify
the system, eliminate economic distortions, and allow the state to lower the statutory tax rate even further. Such a
change would not directly impact the state’s /ndex score (the /ndex focuses on business taxes), but the broader base
would allow for further rate reductions that would improve the state’s score.

Sales Tax

Rertail sales taxes are meant to tax consumption. Business-to-business transactions are not consumption; purchases by
end-users are consumption. We recommend eliminating the sales tax on all business-to-business transactions and
taxing all final retail sales to end-users, including services.

The above sales tax recommendations, if they had been in effect on July 1, 2011, would have improved the state’s
rank to sixth best on the sales tax /ndex component, up from 15th, which would be the best of the states with a
statewide sales tax. Expanding the sales tax base to consumer services would allow for a lower rate, which would

improve the state’s score further.

Unemployment Insurance (UI) Tax:
e Reduce the time period for new businesses to qualify for an experience rating from three years to one year.
e Do not charge employers for Ul claims for separations that were beyond the employer's control (e.g.
employee left voluntarily) or for employees who continue to work part-time.
e All state laws use a system of experience rating by which individual employers’ contribution rates vary by
some measure of the historical risk of unemployment. North Dakota should consider changing to an



experience rating formula for businesses that is based on statewide experience rather than the experience of
each individual business. Unlike other formulas, a state experience formula (called a "benefit-wage-ratio
formula” by U.S. Dept. of Labor) adjusts tax rates based on statewide conditions, rather than adjusting them
based on each businesses’ employment history. This is desirable because it avoids the “shut-down effect”
where struggling businesses face increasing Ul tax rates, making it harder for the business to survive and
potentially hastening its failure.

These Ul changes, if they had been in effect on July 1, 2011, would have improved North Dakota's rank on the
unemployment insurance /ndex component to eighth place, up from 31st place.

©Tax Foundation
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Table 1
2013 State Business Tax Climate Index Ranks and Conponent Tax Ranks
Individual Unemployment
Corporste Income Sales Insurance Property
State Overall Tax Tax Tax Tax Tax
Rank Rank Rank Rank Rank Rank
21 17 18 37 13 8
4 27 1 5 28 13
25 24 17 50 1 5
33 37 28 41 19 19
48 45 49 40 16 17
18 20 16 44 39 9
40 35 31 30 31 50
. - 14 50 29 2 3 14
State Business Tax Climate Index 5 13 1 18 10 25
Fiscal Year 2013 34 9 40 13 25 30
37 4 41 31 30 15
www . TaxFoundation org vil 20 19 23 23 47 2
oz 29 47 13 34 43 44
" 28 10 1" 1" 1
42 49 33 24 34 37
26 36 21 2 9 28
24 26 26 9 48 18
32 18 25 49 4 23
30 41 27 10 32 39
41 15 45 8 46 40
22 33 15 17 49 47
12 7 11 7 44 31
45 44 44 a5 40 26
17 1 19 28 7 29
16 8 24 27 8 6
8 16 20 3 21 7
k)] 34 30 26 8 33
3 1 1 42 41 18
7 48 9 1 42 43
49 40 48 46 24 49
38 39 34 45 15 1
50 23 50 38 45 45
44 29 43 47 5 38
28 21 35 16 17 4
39 22 42 29 12 34
35 12 36 39 2 12
13 31 32 4 37 10
10 best business tax cimates[ ] 19 46 12 20 36 42
.0 46 42 a7 25 50 46
A @ 10 wors busnest nx dimaras [ 38 10 39 21 3 21
\ oy 2 1 1 33 35 20
444 ' 15 14 8 43 26 a1
9 38 7 36 14 32
10 5 14 22 20 3
47 43 47 14 22 48
Virgna 27 ] 38 ] 38 27
Washingion ) 30 1 48 18 22
WestVirginia 23 25 22 19 27 24
Wisconsin 43 32 46 15 23 a3
Wyoming 1 1 1 12 29 35
Dist of Colunbia 44 35 36 42 48 24



Statr Business Tax Climate Index, 2011 — 2013

from
2013 2013 2012 2012 2011 2011 2012 to 2013

State Rank Score  Rank Score Rank Score Rank Score
Alabama 21 526 20 524 21 528 -1 4002
Alaska 4 734 4 1737 3 74 0 -003
Arzona 25 513 27 511 2 514 +2 4002
Arkorwas 33 490 31 494 2 484 -2 004
Califomia 48 367 48 368 43 358 0 001
Colorado 18 537 18 5.41 17 551 -2 004
Connecticut 40 447 40 453 40 447 0 -008
Delaware 14 574 12 575 12 5% -2 001
Florida 5 688 S 6.90 5 884 0 -0
Georgia 34 466 34 492 35 483 0 -Do8
Hawaii 37 480 35 483 34 485 -2 003
Idaho 20 528 21523 22 521 +1 4005
Enom 28 503 28 5.05 18 552 -1 002
Indena 11 585 11 585 1 599 0 0.00
lowa 42 447 41 448 42 438 -1 00
Kansas 26 5.10 25 513 25 514 -1 003
Kentucky 24 515 22 520 24 517 2 005
Lousiana 32 491 32 483 91 484 0 -002
Mane 30 501 37 478 38 4.7 +7  +023
Maryfand 41 447 42 443 43 422 +1  +0.04
Massachusetts 22 5.17 23 517 28 512 +1 0.00
Michigan 12 5.86 18 537 19 537 +£ 1049
Mineasota 45 418 45 420 44 419 0 00
Missisaippi 17 537 17 539 13 539 0 00
Missouri 18 5.48 15 548 14 564 -1 0
Montana 8 622 8 €25 7 €30 0 -003
Nebraska 31 498 30 495 0 499 -1 4001
Nevads 3 745 3 745 4 742 0 0.00
New Hanpshie 7 6.25 7 631 6 835 0 008
New Jersey 49 340 50 343 50 344 +1 003
New Mexco 38 4N 38 472 37T 4.7 0 -001
New York S0 340 49 357 48 359 -1 Q7
North Caoina 44  4.21 48 422 48 408 0 -001
North Dakota 28 503 29 498 33 487 +1 4005
Oteo 30 455 39 457 33 454 0 o
Oklahoma 35 4.85 33 482 29 505 -2 007
Oregon 13 575 14 562 15 581 +1 4013
Pennsyivania 19 533 19 532 26 533 0 +001
Ahode Istand 46 412 48 418 47 388 0 008
South Carolns 38 4.81 36 462 3B 477 0 001
South Dakota 2 758 2 754 2 7157 0 00
Ternessee 15 5.87 13 569 13 572 -2 002
Texas 9 608 9 609 9 612 0 000
Utah 10 604 10 6.05 10 6D 0 001
Vermnan 47 408 47 4.10 45 417 0 002
Vigna 27 508 26 5.12 23 520 -1 003
Wastangton 6 638 8 638 8 620 D +002
Weet Virginia 23 5.16 24 516 Z7 514 +1 0.00
Wisconsin 43 437 43 439 41 44D 0 -0
%1—1? i 767 1 783 0 001

a a4 5 a1 448 4 143 3

023

Corporas Tax Component of the State Business Tax Climase Index,

2012 -2013
Change from
2013 2013 2012 2012 2012 to 2013

State Rank  Score Rank  Score Rank Score
Alabama 17 5.33 16 5.40 -1 -0.07
Alaska 27 5.03 25 5.09 -2 -0.08
Arizona 24 518 26 5.03 +2 +0.15
Arkansas 37 4.68 36 4.74 -1 -0.08
Califormaa 45 4.37 43 4.43 -2 -0.08
Colorado 20 525 19 533 -1 -0.08
Connecticut 35 4.7 31 4.95 -4 -0.24
Delawars 50 3.14 50 3.16 0 -0.02
Florida 13 5.52 12 5.59 -1 -0.07
Geargia 9 5.81 9 5.89 0 -0.08
Hawasi 4 6.00 4 6.08 0 -0.08
Idaho 19 531 18 534 -1 -0.08
Iinois 47 4.02 45 4.08 -2 -0.08
Indiana 28 4.99 23 5.14 -5 -0.15
lows 49 374 48 3.79 -1 -0.05
Kansas 36 4.68 35 4.74 -1 -0.08
Kesvtucky 26 5.04 24 511 -2 -0.07
Louisiana 18 5.32 17 5.40 -1 -0.08
Maine 41 4.52 47 3.98 +8 +0.54
Mandand 15 5.47 14 5.54 -1 -0.07
Massachusetts 33 4.78 kY] 4.79 +1 -0.01
Miuchigan 7 5.85 49 3.36 +42 +2.49
Mmnescta 44 4.41 42 4.47 -2 -0.08
Missisaippi 1" 5.7 1 5.79 0 -0.08
Masosi 8 5.84 8 592 0 -0.08
Montana 16 5.46 15 554 -1 -0.08
Nebraska M4 4.75 a3 4.82 -1 -0.07
Navada 1 10.00 1 10.00 0 0.00
New Hampshire 48 3.97 46 4.03 -2 -0.08
New Jersey 40 4.53 39 4.59 -1 -0.08
New Mexioo 39 4.54 38 4.61 -1 -0.07
New York 23 5.19 22 5.26 -1 -0.07
North Caroina 29 4.96 27 5.03 -2 -0.07
North Dakota 21 524 20 5.31 -1 -007
Ohso 22 5.20 21 5.27 -1 -0.07
Oklahoma 12 5.64 7 592 -5 -028
Oregon 31 4.91 30 497 -1 -0.08
Pannsylvania 46 4.32 44 438 -2 -0.08
Rhade Island a2 4.50 40 456 -2 -0.08
South Camolina 10 5.74 10 5.82 0 -0.08
South Dakote 1 10.00 1 10.00 0 0.00
Tennessee 14 5.50 13 557 -1 -0.07
Texss 38 4.61 37 4.68 -1 -0.07
Utah 5 598 5 6.068 0 -0.08
Vermont 43 4.50 41 4.56 -2 -0.08
Vagnia 6 5.90 6 598 0 -0.08
Washington 30 4.93 29 5.00 -1 -0.07
West Virginia 25 512 28 5.02 +3 +0.10
Wisconsin 32 4.81 32 4.88 0 -007
Wyoming 1 10.00 1 10.00 0 0.00
Dist of Columbis 35 4.72 34 4.79 -1 -0.07



Individual Income Tax Componene of che State Bxsiness Tax Climate

Index, 2012 — 2013 Change from Sales Tax Companent of the Scate Business Tax Climate Index,
2013 2013 2012 2042 2012 %0 2013 2012 -2013 Change from
State Rank Score Rank Score Rank Score 2013 2013 2012 2012 2012 to 2013
Alabama 18 5.61 18 5.63 0 _0.02 State Rank Score Rank Score Renk Score
Alaska 1 10.00 1 10.00 0 0.00 Alabama 37 412 41 398 +4 +0.14
Arzona 17 5.72 17 5.74 0 -0.02 Alaska 5 7.88 5 7.01 0 -0.05
Arkansas 28 5.22 27 5.23 =1 -0.01 Arizona 50 2.80 50 2.80 0 0.00
California 49 1.61 50 1.62 +1 -0.01 Arkansas 41 405 37 412 4 -0.07
Colorado 16 6.63 16 6.65 0 -0.02 California 40 4.08 40 4.04 0 +0.02
Connecticut 31 479 k)| 4.80 0 -0.01 Colorado 44 3.68 44 355 0 +0.11
Delawara 29 5.18 28 5.20 -1 -0.02 Connecticut 30 463 30 465 0 -0.02
Florida 1 1000 1 10.00 0 0.00 Delaware 2 8.94 2 8.97 0 -0.03
Georgia 40 3.4 40 395 0 -0.01 Florida 18 5.08 19 5.04 +1 +0.02
Hawas 41 387 41 3.88 0 -0.01 Georgia 13 5.35 12 5.38 -1 -0.03
Idaho 23 538 26 5.24 +3 +0.14 Hawas 31 463 31 4.63 0 0.00
IBinois 13 6.82 13 6.84 0 -0.02 Idaho 23 493 23 4.92 0 +0.01
Indiana 10 7.05 10 7.08 0 -0.01 IBnois k%l 441 33 4.45 -1 -0.04
lowa 33 4.56 32 457 -1 -0.01 Inciana 1 5.43 1 5.42 0 +0.01
Kanaas 21 550 21 551 0 -0.01 lowa 24 4.88 25 4.88 +1 0.00
Kentucky 26 5.28 25 529 1 -0.01 Kansas 32 4.62 32 4.62 0 0.00
Louisiana 25 5.30 24 5.32 7] -0.02 Kentucky 9 5.67 8 5.72 -1 0.05
Maine 27 522 30 498 +3 +0.24 Louisiana 49 3.15 49 3.15 0 0.00
M 45 3.27 46 3.07 +1 +0.20 Maine 10 5.68 10 5.64 0 +0.02
Use 15 6.74 15 675 [4] -0.01 Maryland 8 5.7 9 5.71 +1 0.00
Michigan 1 6.96 1 6.968 0 -0.02 Massachusetts 17 5.07 17 5.07 0 0.00
Minnesota a4 3.50 44 351 0 -0.01 Michigan 7 5.73 7 5.74 0 -0.01
Mississippi 19 5.61 19 582 0 -0.01 Minnasota 35 4.25 36 420 +1 +0.05
msouri 24 5.30 23 5.22 -1 -0.02 Mississippi 28 47 28 471 0 0.00
Montana 20 5.50 20 551 0 ~0.01 Missasi 27 4.72 26 4.77 -1 -0.05
Nebraska 30 5.18 29 5.17 -1 -0.01 Montana 3 879 3 8.82 0 003
Nevada 1 10.00 1 10.00 0 0.00 Nebraska 26 473 27 472 +1 +0.01
New Hampshire 9 7.50 9 7.52 0 -0.02 Nevada 42 398 42 396 0 +0.02
New Jersey 48 2.39 48 2.39 0 0.00 New Hampshire 1 8.98 1 9.02 0 -0.04
New Maxico 34 432 33 433 = -0.01 Naw Jarsey 48 3.44 46 3.44 0 0.00
New York 50 1.50 49 203 -1 -0.53 New Mexico 45 350 a5 3350 [} 0.00
North Caofina 43 359 43 3.60 0 -0.01 New York 38 4.09 38 4.10 0 -0.01
North Dekota 35 418 35 420 0 -0.02 North Carclina 47 337 47 3.39 0 0.02
Ohso 42 362 42 3.63 0 -0.01 North Dakota 16 5.00 15 5.11 -1 -0.02
Oklahoma 36 4.00 38 4.04 +2 +0.05 Ohéo 29 4.69 29 4.69 0 0.00
32 476 34 4.1 +2 +0.45 Oklishoma 30 407 39 4.00 0 0.02
Peansylvania 12 6.01 12 6.92 0 -0.01 Oregon 4 8.68 4 868 0 -0.02
Rhode Island 37 4.09 36 4N -1 -0.02 Pennsytvania 20 5.02 21 4.89 +1 +0.03
South Carolina 39 3.95 39 396 0 -0.01 Rhode Island 25 4.82 24 488 1 -0.06
South Dakota 1 1000 1 10.00 0 0.00 South Carolina 21 5.00 20 5.00 -1 0.00
Tennesase 8 7.98 8 8.00 0 -0.02 South Dakota 33 444 34 4.44 +1 0.00
Texas 7 8.89 7 8.91 0 -0.02 Tennessee 43 3.69 43 3.70 (] -0.01
Utah 14 6.80 14 6.82 0 -0.02 Texas 36 422 35 422 1 0.00
Vermont 47 3.01 47 3.03 0 -0.02 Utah 22 498 22 498 0 0.00
Vrgnia 38 4.08 37 4.00 -1 -0.01 Vermont 14 5.22 14 5.20 0 +0.02
Washington 1 10.00 1 10.00 0 0.00 Vegeia 6 6.20 6 6.21 0 -0.01
West Virginia 22 5.39 22 5.41 0 -0.02 Washington 48 334 48 333 0 0.01
Wisconsin 46 323 45 325 -1 -0.02 West Viginia 19 5.03 18 5.04 -1 -0.01
Wyoming 1 10.00 1 10.00 0 0.00 Wisconain 15 5.11 16 5.08 +1 40.03
Dist. of Cokumnbia 36 415 31 4.80 5 -0.65 12 543 13 5.36 +1 +0.07

Wyoming
Dist of Cotumnbis 42 4.00 4 399 1 +0.01



Unem ployment Insurance Tax Component of the State Business Tax
Climare Index, 2012 - 2013

from
2013 2013 2012 2012 2012 to 2013

State Rank  Score Rank Score Rank Score
Alabama 13 5.63 1 5.42 -2 +0.01
Alaska 28 4.82 28 490 0 -0.08
Arzona 1 6.28 1 6.39 0 -0.11
Arkansss 19 5.37 17 5.43 -2 -0.08
California 16 5.53 13 5.54 -3 -0.01
Colorado 39 4.64 23 5.0 -16 -0.45
Connecticut N 4.79 a2 4.81 +1 -0.02
Delaware 3 6.12 3 6.16 0 -0.04
Florida 10 5.77 5 5.82 -5 -0.15
Georgia 25 492 22 5.11 -3 -0.19
Hawaii 30 4.79 30 487 [ -0.08
Idaho 47 3.83 48 383 +1 0.00
IRinois 43 423 43 422 0 +0.01
Indiana 1" 5.73 16 5.51 +5 +022
lowa 34 4.70 35 4.68 +1 +0.02
Kansas 9 5.78 6 591 3 -0.13
Kentucky 48 3.67 47 3.83 -1 -0.16
Louigiana 4 5.97 4 584 (/] +0.03
Maine 32 4.75 40 450 +8 +0.25
Maryland 46 4.02 45 4.06 -1 -0.04
Massachusetts 49 3.35 49 3.38 0 -0.01
Michigan 44 41 44 4.15 0 -0.04
Mmnnesota 40 4.54 34 4.69 -6 -0.15
Mississippi 7 5.81 8 5.83 +1 -0.02
Misaouri 6 5.91 9 5.79 +3 +0.12
Montana 21 5.20 20 519 -1 +0.01
Nebraska 8 5.79 12 5.60 +4 +0.19
Nevada 41 4.47 42 4.44 +1 +0.03
New Hampshire 42 4.23 39 453 -3 -0.30
New Jersey 24 4.94 25 4.99 +1 -0.05
New Maxico 15 5.56 14 5.53 -1 +0.03
New York 45 4.07 46 3.88 1 +0.21
North Carofna 5 5.95 7 5.87 +2 +0.08
North Dakota 17 5.52 31 4.82 +14 +0.70
OChéo 12 5.64 10 5.66 -2 -0.02
Oklahoma 2 6.17 2 6.37 0 -020
Qragon 37 4.67 33 4.69 -4 -0.02
Pennsylvania 36 4.67 37 464 1 +0.03
Rhode Island 50 283 50 3.02 0 -0.19
South Ceroline 33 474 38 4.56 +5 +0.18
South Dakota 35 4.70 41 4.44 +68 +026
Tennesses 26 4.92 27 491 +1 +0.01
Texas 14 5.63 15 5.53 +1 +0.10
Utah 20 5.21 24 5.05 +4 +0.16
Vermont 22 5.19 19 525 3 -0.08
Virginia 38 4.85 368 4.67 -2 -0.02
Washington 18 5.41 18 529 0 +0.12
West Viginia 27 4.87 26 416 -1 -0.09
Wisconsin 23 513 21 512 -2 0.01

i 29 4.80 29 4.89 0 -0.09
Dist. of Columnbis 24 603 24 5.05 ] -0.02






