


2019 HOUSE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Fort Totten Room, State Capitol 

HB 1112 
1/9/2019 

30581 
 

☐ Subcommittee 

☐ Conference Committee 

 

Committee Clerk:  Mary Brucker 

 

Explanation or reason for introduction of bill/resolution: 

 
A BILL relating to filing information returns; relating to filing quarterly withholding returns; and to provide 
an effective date. 

 

 
 

Minutes:                                                 Attachment 1 

 
Chairman Headland:  Opened hearing on HB 1112. 
 
Representative Dockter:  Introduced bill.   This bill says that if you have 10 or under 
employees you’re exempt and you can still send it in by paper but if you have over 10 
employees you must file W2s electronically.   
 
Chairman Headland:  Is there any support for this bill? 
 
Ryan Rauschenberger, Tax Commissioner:  Distributed written testimony.  See 
attachment #1.  Some of the benefits of this bill is that it would improve administrative 
functions within our office.  Fighting fraud and getting quick refunds are two major issues.  
Getting electronic information in as soon as possible is important during the filing season.  It 
can help us detect errors when an employee has their W2 because if we have that information 
electronically from the employer we can crosscheck that information. Sometimes getting 
refunds issued to the taxpayer, the employee with the W2, takes time and it prevents fraud.  
This is one of the major benefits.  From an administrative standpoint for us it would help 
reduce administration issues dealing with the paper and the employee/employer benefits.  
We’d have easier access to 1099 information, we don’t have to key in as much information if 
we receive it electronically, we don’t have to wait for the IRS to send us that information, and 
we have quicker access to the information from out of state companies that have 
contractors/workers coming in to the state.  Additional benefits for the individuals and 
employers are listed in my testimony.  We are supportive of this bill.  On the second page is 
a breakdown of how many W2s we receive and how many employers.  The first table has 
the total amount of employers, 35,000, and 708,000 total W2s.  The total number of paper 
filing is 144,000 which is a lot of paper.  We’ve stratified the number of paper W2s in the 
second table by range of how many employees the employer has.  We are in favor of the 10 
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because it still has a range of small employers who have less than 10 who can paper file, but 
it also catches a significant amount of that 144,000.  We would still be dealing with about 
38,000 paper W2s with a 10 level threshold.  Last session Job Service passed a bill to go 
100% electronic filing with their unemployment insurance.  We are in favor of going to an 
amount of ten.  Based on our conversations with Job Service we don’t believe they’ve had 
much pushback at all.   
 
Chairman Headland:  With your last statement are you subtly suggesting we follow Job 
Service and go 100 percent?   
 
Ryan Rauschenberger:  I was just making a point that Job Service went 100% but we’re 
not suggesting that at this point.  We need to have some options for the smaller employer 
and this would allow for that.    
 
Chairman Headland:  I think it shows you how committed we are to business here in North 
Dakota and how accommodating the tax department can be.   
 
Representative Dockter:  Are there any states that require everybody to file W2s 
electronically? 
 
Ryan Rauschenberger:  I have a list of the upper Midwest.  Iowa requires that if you have 
one employee you have to file electronically, Minnesota has a limit of 10, Wisconsin has a 
limit of 10, Nebraska has a limit of 50, Idaho has 50, Montana does not have a requirement, 
and South Dakota does not have an income tax.  Many of the states around us have a lower 
threshold and not tied to the feds at 250 like we are.   
 
Representative B. Koppelman:  In your testimony where it says an employer with over 250 
employees must file W2s…so this makes a threshold of ten.  When I read the bill it says any 
person required to file 10 or more information returns under this section so does that mean 
an information return or a W2 or is it the sum of the W2s and 1099s?  
 
Ryan Rauschenberger:  I’ll defer that question to Matt Peyerl.  The current law can be 
complicated.   
 
Representative B. Koppelman:  You could make the argument that when you get to 10 
employees by North Dakota standards you’re definitely not a start-up.  But if that includes 
1099s in that 10 count I probably had that in my first year when I had one or no employees 
because I had that many subcontractors.    
 
Ryan Rauschenberger:  I’ll let Matt answer that as well. 
 
Matt Peyerl, Tax Department:  Your question was related to lines 18-19, 10 or more 
information returns under sub 3 or sub 3 or 4; those would be separate thresholds with 10 or 
more W2s or 10 or more 1099s.  You could be required to file one electronically but not the 
other one.  If you had eight employees those could still be filed on paper but if you had 12 
1099s those would have to be filed electronically.  They don’t get summed based on the 
structure of that language.  I believe that is different than the federal requirement as I believe 
they sum them.  Their threshold is 250.   
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Representative B. Koppelman:  If we go from 250 down to 10 on those sorts of things it 
might trigger a ton of tiny companies that are doing it because of their 1099 count regardless 
of employees.  I’m trying to balance the intent of the bill with the effect of the bill.   
 
Matt Peyerl:  There could be an argument made that the thresholds shouldn’t be identical 
because if you’re trying to exempt a small employer or a small company the W2s might not 
be similar to the count of the 1099s.  If you want to separate and have a different threshold 
that is certainly an option.   
 
Chairman Headland:  Is there any further testimony in support?  Is there any opposition?  
Seeing none we will close the hearing on HB 1112.   
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Chairman Headland:  We’re open for discussion.   
 
Representative Dockter:  I still feel this is a good bill and is more efficient.  I think we’re 
using staff for something that should be done electronically as we could use them in other 
areas.  I think this is pro-business.  Made a motion for a Do Pass. 
 
Representative Mitskog:  Second motion. 
 
Chairman Headland:  Any discussion? 
 
Representative B. Koppelman:  I’m hoping that when we move this bill forward on the floor 
that we’ll point out how it works for the W2s and the 1099s.  I think at this point since we 
didn’t have any opposition to the bill I’m okay with moving the bill forward.   
 
Representative Ertelt:  I think this is a pretty big jump from 250 down to ten.  The information 
on the back page of the testimony, the under 10 paper filing would be about 3,500 employers 
who would be affected by this bill.  I was trying to contact a few businesses in my district.  I 
think it’s quite a big jump going from 250 down to ten.  The federal level is at 250 now.  I’ll 
probably oppose this as we could find something in between, maybe going from 250 down 
to 25 or something like that.   
 
Chairman Headland:  I can see your point but I think you’re over exaggerating the burden 
on the small business owners.   
 
Representative Mitskog:  At Job Service of North Dakota we didn’t have an option; we were 
told to do it electronically.  I would think most businesses are using some sort of basic form 
of software anyway.  I think it’s time to move forward and have some efficiency in the tax 
department.   
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ROLL CALL VOTE:  13 YES     1 NO     0 ABSENT 
MOTION CARRIES FOR A DO PASS 
Representative B. Koppelman will carry this bill. 
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Chairman Cook: Called the hearing to order on HB 1112.  
 
Representative Dockter, District 7, Bismarck: In current law, you can go up to 250 W-2s 
10-99s and file it by paper without going electronic. The Tax Commissioner with explain the 
amount of labor costs that it takes to pay for the amount of errors you can have by not 
submitting it electronically. This bill says that anyone is exempt if you have 10 or less 
employees. In the House, we thought that was considered a small business. Once you have 
over 10, it comes to the point where people have quick books and a lot of that is done for 
them already. My personal opinion is the Tax Department can use their resources in other 
areas. We are not mandating that you have to go electronic. We looked and several states 
around us are at different levels. Some are at 50, 10, 20, etc. The Tax Department will have 
that information. This reduces errors and the amount of time it takes the Tax Department to 
process. I will stand for questions.  
 
Chairman Cook: Does this apply to an individual company with 10 or more information 
returns because they have 10 or more employees, or is it by a service provider who does 10 
or more income tax returns for companies? 
 
Representative Dockter: What they mean by returns is that the W-2s are 10-99s. It is up to 
you if you want to do an electronic file. This is for businesses. They have to send a form of 
the 10-96 with the W-2s. The person then has to go through and make sure everything is 
correct if it is by paper. Every year, the amount of people who file electronically, makes the 
personal return go up because of less errors. This is the same concept but this is for 
businesses. If you have more than 10 employees, you will more than likely have software to 
run your business properly. We are an Ag state. We have farmers that will have independent 
contracts with 4 or 5 people. They could also do rent and send a 10-99 out to the person they 
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are renting for. They might have 6 of them. They can still do it by paper. This is just for those 
over 10. We came up with that number. The states around us vary but we picked 10 as the 
number.  
 
Ryan Rauschenberger, North Dakota Tax Commissioner: Testified in favor of the bill. 
See attachment #1. This addresses how 10-99s and W-2s are submitted to our office. 
Currently, the threshold is 250 employees. If you have over that, you have to file electronically 
with our office. This would change that threshold to 10. We would realize many benefits as 
well as employers and employees. Refund fraud is a huge issue for our office. We have been 
working on that for a long time. Going electronic would help us line up the information being 
provided by the employer and the employee. When an employee gets their W-2 in January 
and wants to get their refund quickly, a lot of the time we do not have the information from 
the employer. That can lengthen the amount of time the employee gets the income. We can 
cross check that data if it is electronic and make sure everything lines up. We do not have to 
go back and correct errors. We can do upfront compliance checks. This would help up to be 
able to focus on other things such as generating new revenue and allocating resources. One 
of the primary employee benefits is being able to get the refund more quickly. It goes back 
to lining up the data with the employer and the employee. On the second page of my 
testimony I have some stats that show the amount of e-filed W-2s and the paper filed W-2s. 
Last session, Job Service of ND received 100% electronic filing mandates. We are not asking 
for that. We would still have about 38,000 pieces of paper coming in to work out. Having most 
of these go electronic right away would be very helpful. I will stand for questions.  
 
Chairman Cook: What is the purpose of section 1? 
 
Ryan Rauschenberger: I may have Matt Peyerl explain that language. That is referencing 
sections that are not in the bill.  
 
Matt Peyerl, Tax Department: Testified neutrally for the bill. The edits to section 1 result in 
the quarterly payments for those returns to still be remitted on paper. That is the modification. 
Wage withholding is remitted quarterly to our department. They can be remitted with a paper 
check or electronic payment. Those edits allow those to still continue unchanged. People can 
still make their quarterly payments by check.  
 
Chairman Cook: It looks like subsections 3 and 4 are going from being required to be 
submitted electronically, to not being submitted electronically. It looks like a step backwards.  
 
Matt Peyerl: Section 2 is where the new requirements come into play. On lines 18-19, 
subsection 3, is for the 10-99s. Subsection 4 is the annual return for the W-2s. When there 
are 10 or more of those, they must be filed electronically. That is all in section 2. The section 
1 edits are to carve out hold the quarterly payment requirements unchanged. It is decoupling 
them from having the same requirements to payments now being made on paper for any 
amount.  Section 2 are the edits to the annual returns being required for electronic if there 
are 10 or more of that type. 
 
Senator Dotzenrod: One of the things this bill does is change the 250 to 10. I am looking 
for a place where there is a 250 that is overstruck and then 10 is put in. I am not seeing that. 
There must be a place where the 250 remains.  
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Matt Peyerl: In section 1 the term “payroll service provider” is in quotation marks. Separately 
in law, that is defined as anyone who has more than 250. That is what makes the threshold 
250 as of now.  
 
Senator Dotzenrod: There is a definition on line 12 of a payroll service provider. Senator 
Dotzenrod read the definition from the bill. So there is also another place where they define 
that term?  
 
Matt Peyerl: That ties back to the federal requirement and what they define a payroll service 
provider as. They have their threshold set at 250. Now, we are piggy backed off of them. It 
is in federal law.  
 
Senator Dotzenrod: It looks like the term “payroll service employer” and “provider” can be 
used interchangeably as far as this requirement of going over 10.  
 
Matt Peyerl: For purposes of this law, if you are an employer and have more than 250, it 
pulls you in and treats you like a payroll service provider even though you are not technically 
one. It is a circular way of the statute. It is tied back to the federal statute of 250. Altogether, 
if it is 250 no matter what you are, you have the requirement.  
 
Chairman Cook: Any further testimony on this bill? Hearing none, we will close the hearing 
on HB 1112.  
 
Senator Dotzenrod: On line 10, we say subsection 2 and then we delete three and four. I 
am assuming they are getting covered in some other part of the law. I was going to take 
century code and figure out what that means.  
 
Chairman Cook: Gave Senator Dotzenrod the ND Century Code book to look at.  
 
Matt Peyerl: The reason for 3 and 4 being struck out is that right now the requirement for 2, 
3, and 4 are all together in that it is 250 in paying and filing are all the same threshold. Now 
this bill is trying to say for annual filing, we want to take it down to 10. It is taking 3 and 4 out 
of 11 and moving them down to section 2 with their own requirement of 10 or more. We are 
lowering the threshold for the 3 and 4. 
 
Senator Unruh: Moved a Do Pass on HB 1112.  
 
Senator Patten: Seconded.  
 
Chairman Cook: Any Discussion?  
 
A Roll Call Vote Was Taken. 6 yeas, 0 nays, 0 absent.  
 
Motion Carried.  
 
Senator Kannianen will carry the bill.  
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