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

2017-2019 Biennium 2019-2021 Biennium 2021-2023 Biennium

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

Revenues $(1,557,000) $1,557,000

Expenditures

Appropriations

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

2017-2019 Biennium 2019-2021 Biennium 2021-2023 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).

HB 1473 repeals the wholesale liquor tax and imposes a higher gross receipts (sales) tax rate on liquor.

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.

Section 10 of HB 1473 increases the gross receipts tax rate on alcoholic beverages from 7% to 8.5%. Section 11 
repeals the wholesale liquor taxes.

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, HB 1473 is expected to be approximately revenue-neutral overall. There would be a reduction in state 
general fund revenues of an estimated $17.9 million in the 2019-21 biennium due to the repeal of the wholesale 
liquor tax. There would be an increase in revenues of the same amount from the proposed increase in the gross 
receipts tax from 7% to 8.5%. Revenue from the gross receipts tax goes primarily to the state general fund, but it 
also goes to the state aid distribution fund (SADF). This would result in an expected reduction in state general fund 
revenues of $1.557 million and an increase in expected SADF of the same amount.

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 or a part of the appropriation is included in the executive budget or relates to a continuing 
appropriation.

Name: Kathryn Strombeck

Agency: Office of Tax Commissioner

Telephone: 701.328.3402

Date Prepared: 01/20/2019
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Explanation or reason for introduction of bill/resolution: 

 
A bill relating to removal of a requirement for persons engaged in wholesale sale and delivery 
of alcoholic beverages to collect alcoholic beverages wholesale taxes, and an increase in the 
alcoholic beverages gross receipts tax on all sales of alcoholic beverages; relating to 
elimination of alcoholic beverage wholesale taxes.  
 
 

Minutes:                                                 Attachment 1 

 
Chairman Headland:  Opened hearing on HB 1473. 
 
Representative Ruby:  Introduced bill.  This bill also affects the breweries, wineries, and 
distilleries that collect both the wholesale tax and the retail tax when they sell it to retail.  I 
look at this as a streamlining of government.  I discussed this with Commissioner 
Rauschenberger who helped me draft the bills but is not in support or opposition of the bill.  
The wholesalers have a wholesale tax so when they sell their product to the retailer they are 
paying the cost of the product plus that tax.  When they add the 7% tax to the retail side they 
are getting that from the customer.  My goal was to get rid of the middle transaction.  It raises 
the gross production or sales tax to 8.5% which is revenue neutral and only one transaction 
takes place.  When the wholesaler is able to sell the product they can sell it for their cost 
without adding the wholesale tax on it.  When it goes to the end user the customer is still 
paying the same amount, 8.5% on a lower amount than they were at 7% when it was the 
product plus the wholesale tax.  Initially I asked them to take out the reporting of it but there 
is some value to it.  There are requirements of what they can and cannot make.  It sounded 
like there was still a need to report the product or gallons of alcohol distributed and sold.  The 
wholesalers who are part of the production and retail have requirements for reporting in 
addition to reporting to the federal government.  If there are any ways to streamline that I 
wouldn’t mind seeing an amendment if you chose to do that.  I think this will help find 
efficiency within our agencies.  The fiscal note shows a reduction in general funds and in 
other funds it’s an increase.  All the excise tax went to the general fund but the gross 
production tax is divided by percentage to the political subdivisions.  This isn’t really taking 
away that amount, it’s just affecting the $1.5 million but then that’s going to the political 
subdivisions.   
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Chairman Headland:  Who brought this bill to you? 
 
Representative Ruby:  I had discussions with wineries.  I don’t know if the wholesalers are 
for it or against it because it is revenue neutral.  The general public is going to pay the same 
for the alcohol if we keep this in place.   
 
Chairman Headland:  That would be under the assumption the wholesaler industry is going 
to reduce their product to the amount of tax they’re paying which I don’t think they have to.   
 
Representative Ruby:  There isn’t.  I feel the people that would be most concerned with that 
are the people that don’t believe in the free market system as well.  I don’t feel concerned 
with that because I trust that the free market works.   
 
Chairman Headland:  This bill would shift that burden to the retail industry who would then 
have to remit gross receipts.  I think some business people would maybe object to that.   
 
Representative Ruby:  They are already at 7% so this would add another 1.5% so it’s the 
same transactions and collections they would have.  They would just have to change the tax 
level in their systems.  It’s not putting anymore burden on them than it was before.   
 
Vice Chairman Grueneich:  The 1.5% tax by wholesalers would now be picked up by the 
retailers? 
 
Representative Ruby:  It’s not a 1.5% tax on wholesale.  For beer we’re at .16 and a 7% 
tax on that.  For wine we’re at .50 and for spirits we’re at 2.5.  It’s a different tax on the 
wholesale side.  The 7% is added to all the different types.  I asked them to make sure this 
was revenue neutral on that side.  If the wholesalers didn’t drop the price, there would 
probably be some sort of an increase but I don’t foresee that being an issue.   
 
Chairman Headland:  Do you think this bill will allow for contraband alcohol to be sold across 
the state when it’s taxes at the wholesale level regulators know where the alcohol is coming 
from and if we take that step away I don’t know how they’re going to know.   
 
Representative Ruby:  Since there are still reporting requirements and when the sales tax 
comes in the retailer would do it now if they’re going to do it.  I think tax audits would take 
care of that.   
 
Chairman Headland:  Information received indicates that today there are 56 entities paying 
the alcohol tax on beer and 57 on hard liquor.  If we change it this way there will be over 
1,600 retail places that would have to be looked at by the regulators to make sure that all the 
alcohol is being taxed. 
 
Representative Ruby:  I didn’t get that information.  It saves the wholesaler time from having 
to collect and submitting the tax.  The reports would be ongoing.  All the retailers are subject 
to the rules of sales tax and reporting requirements so that hasn’t changed.  I don’t see how 
there would be any problems.   
 
Chairman Headland:  Is there support?  Is there opposition?   
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Janet Seaworth, Executive Secretary and legal counsel for North Dakota Beer 
Distributors Association:  Distributed written testimony, see attachment #1.  Ended 
testimony at 22:29. 
 
Representative Ertelt:  On your first bullet point you state it would minimize the ability to 
monitor because I don’t see it tied to the tax itself.  You state the manufacturer reports 
shipments into the state and the wholesaler reports shipments received and pays the tax.  
Aren’t those separate activities so the reporting isn’t tied to the tax or is it? 
 
Janet Seaworth:  The tax is tied to gallon age so the wholesaler reports the gallon age to 
the state that they receive from the brewer and they pay the tax based on that.  All states 
have this system where the manufacturer reports shipments into the state and the wholesaler 
reports shipments they get.  It’s easy for the state to make sure there is no leakage and 
everything that come in is taxed.  The problem is that there is no mechanism for wholesalers 
to report their sales to retailers and retailers to report what they’ve received from wholesalers 
so there would be no way for the state to regulate that unless you’re going to do field audits.   
 
Representative Ertelt:  Is there that requirement today about the sale from the wholesaler 
to the retailer and how much is sold? 
 
Janet Seaworth:  No there is not.  In order to affect adequate regulation of this if this bill 
would pass you would have to have some sort of mechanism like that which would be 
incredibly burdensome.   
 
Representative B. Koppelman:  Does this affect the beer industry more negatively than the 
spirits industry? 
 
Janet Seaworth:  It’s possible.  It’s my understanding that the laid in costs for beer on the 
Minnesota side are already lower.  The laid in costs for beer in North Dakota is already higher 
so our taxes are already higher on beer.  If you add an additional sales tax, we will no longer 
be competitive with our neighboring states.  I can’t speak specifically to distilled spirits but 
the assumption is that this will be revenue neutral.  I think if you talk to anybody in the industry 
they will tell you that it’s probably not going to happen.   
 
Chairman Headland:  What is occurring today that this bill is trying to fix? 
 
Janet Seaworth:  I’m not hearing any problems.  I have represented the beer industry for 
over 25 years and have never had any problems reported.  It’s very straight forward and isn’t 
burdensome.  We have just over 50 taxpayers and they do it electronically.  It’s clean, there’s 
no leakage because everybody knows everybody.  It’s easy to make certain that 56 licensees 
are paying their taxes.  I don’t understand the issue that is to be addressed here.   
 
Chairman Headland:  Further opposition? 
 
Rudy Martinson, North Dakota Hospitality Association:  I’m not sure either what 
problems this bill is intended to solve.  We feel the division of labor in terms of taxation 
reporting and tracking of alcohol as it moves throughout the state is working and going well 



House Finance and Taxation Committee  
HB 1473 
January 22, 2019 
Page 4  
   

under the current system.  Moving all of that burden and the tax collection responsibility over 
to the retail side of the industry doesn’t make a lot of sense to me.   
 
Chairman Headland:  Are there any questions?  Is there further opposition?  Seeing none 
we will close the hearing on HB 1473. 
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