
2023 HOUSE FINANCE AND TAXATION 

HB 1158



2023 HOUSE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Room JW327E, State Capitol 

HB 1158 
1/11/2023 

 
 

A bill relating to the imposition of a flat income tax rate of one and one half percent for 
individuals, estates, and trusts.  

 
Chairman Headland opened the hearing at 9:03am. 
 
Members present: Chairman Headland, Vice Chairman Hagert, Representative Anderson, 
Representative Bosch, Representative Dockter, Representative Finley-DeVille, 
Representative Fisher, Representative Grueneich, Representative Hatlestad, 
Representative Motschenbacher, Representative Olson, Representative Steiner, 
Representative Toman, and Representative Ista.  Members absent: none. 
 
Discussion Topics: 

• Flat income tax rate 
• Individual income tax relief 

 
Chairman Headland introduced the bill.   
 
Doug Burgum, Governor of North Dakota, testified in support (#12919). 
 
Senator Kannianen spoke in support.   
 
Senator Meyer spoke in support.   
 
Bette Grande, President and CEO of the Roughrider Policy Center, testified in support 
(#12904). 
 
Grover Norquist, President for Americans for Tax Reform, testified in support (#12911 
and 12915). 
 
Timothy Vermeer, Senior Policy Analyst with Tax Foundation, neutral testimony 
(#12943).   
 
Dustin Gawrylow, Managing Director for the North Dakota Watchdog Network, testified 
in support (#12857 and 12858). 
 
Arik Spencer, President of Greater North Dakota Chamber, spoke in support.   
 
Don Larson, Odney, Inc. representing National Federation of Independent Business, 
spoke in support.   
 
Blair Thorson, on behalf of Jeff Stark with International Union of Painters and Allied 
Trades, testified in support (#12853). 
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Representative Olson, testified in opposition (#12850). 
 
Chairman Headland closed the hearing at 10:36am. 
 
Meeting adjourned at 11:03am. 
 
 
 
Mary Brucker, Committee Clerk 
 



2023 HOUSE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Room JW327E, State Capitol 

HB 1158 
2/15/2023 

 
 

A bill relating to the imposition of a flat income tax rate of one and one-half percent for 
individuals, estates, and trusts.  

 
Chairman Headland opened the meeting at 10:40AM. 
 
Members present: Chairman Headland, Vice Chairman Hagert, Representative Anderson, 
Representative Bosch, Representative Dockter, Representative Fisher, Representative 
Grueneich, Representative Hatlestad, Representative Motschenbacher, Representative 
Olson, Representative Steiner, Representative Toman, Representative Finley-DeVille, and 
Representative Ista.  No members absent. 
  
Discussion Topics: 

• Committee vote 
 
Vice Chairman Hagert moved a Do Pass. 
 
Representative Bosch seconded the motion. 
 
Roll call vote: 

Representatives Vote 
Representative Craig Headland Y 
Representative Jared Hagert Y 
Representative Dick Anderson Y 
Representative Glenn Bosch Y 
Representative Jason Dockter Y 
Representative Lisa Finley-DeVille Y 
Representative Jay Fisher Y 
Representative Jim Grueneich Y 
Representative Patrick Hatlestad Y 
Representative Zachary Ista N 
Representative Mike Motschenbacher Y 
Representative Jeremy Olson Y 
Representative Vicky Steiner Y 
Representative Nathan Toman Y 

Motion carried 13-1-0 
 
Vice Chairman Hagert is the bill carrier. 
 
Chairman Headland adjourned at 10:43AM. 
 
Mary Brucker, Committee Clerk 



Com Standing Committee Report Module ID: h_stcomrep_30_009
February 15, 2023 11:00AM  Carrier: Hagert 

REPORT OF STANDING COMMITTEE
HB 1158: Finance and Taxation Committee (Rep. Headland, Chairman) recommends DO 

PASS (13 YEAS, 1 NAY, 0 ABSENT AND NOT VOTING). HB 1158 was placed on 
the Eleventh order on the calendar. 

(1) DESK (3) COMMITTEE Page 1 h_stcomrep_30_009



2023 SENATE FINANCE AND TAXATION 

HB 1158 



2023 SENATE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Fort Totten Room, State Capitol 

HB 1158 
3/13/2023 

 
 

Relating to the imposition of a flat income tax rate of one and one half percent for 
individuals, estates, and trusts. 

 
9:00 AM Chairman Kannianen opened hearing. 
 
Senator Present: Kannianen, Weber, Patten, Rummel, Piepkorn, Magrum. 
 
Discussion Topics: 

• Income tax 
• North Dakota resident  
• Fiscal note 

 
9:02 AM Representative Headland introduced HB 1158. No written testimony. 
 
9:13 AM Governor Burgum, ND Governor, testified in favor #24128, #24129 
 
9:24 AM Bette Grande, CEO for Rough Rider Policy Center, testified in favor. #24292 
 
9:28 AM Doug Kellogg, State Project Director for Americas Tax Reform, testified verbally 
in favor. 
 
9:32 AM Arik Spencer, President and CEO for Greater ND Chamber, testified verbally in 
favor. 
 
9:32 AM Dustin Gawrylow, North Dakota Watchdog Network, testified in favor. #24123 
#24124 
 
9:38 AM Don Larson, National Federation of Independent Business (NFIB), verbally 
testified in favor. 
 
9:40 AM Mike Rud, ND Petroleum Marketers Association and ND Propane Gas 
Association, verbally testified in favor.  
 
9:40 AM Blair Thorson on behalf of Jeff Stark, Government Relations and Regulatory 
Affairs, verbally testified in favor. 
 
9:42 AM Pete Hanebutt ND Farm Bureau, verbally testified in favor. 
 
9:43 AM Cale Dunwoody, Director of Public Policy for the Fargo Moorhead West Fargo, 
testified in favor. #24042 
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9:43 AM Timothy Vermeer, Senior Policy Analyst with the Tax Foundation, testified in 
favor. #24156 
 
9:57 AM Matt Peyerl, ND Office of State Tax Commission, answered questions. 
 

 
Additional written testimony:  
 
Jeff Stark # 24011 
 
Kevin Herrmann #24026 

 
10:05 AM Chairman Kannianen adjourned the hearing. 
 
Nathan Liesen, Committee Clerk 
 



2023 SENATE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Fort Totten Room, State Capitol 

HB 1158 
3/15/2023 

 
Relating to the determination of state aid payments, the homestead tax credit, information 
displayed on property tax statements, school district levy authority, and exempting 
taxable income in the first income bracket from taxation for individuals, estates, and 
trusts, relating to adjustments to state aid payments. 

 
3:08 PM Chairman Kannianen opened the meeting.  
 
Senator Present: Kannianen, Weber, Patten, Rummel, Piepkorn, Magrum. 

 
Discussion Topics: 

• Flat Tax 
• Mill levy 
• Income Tax 
• Fiscal note 

 
4:08 PM Matt Peyerl, Office of State Tax Commission, answered questions on #25370, 
Neutral. 
 
4:25 PM Chairman Kannianen closed the meeting.  
 
Nathan Liesen, Committee Clerk 
 



2023 SENATE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Fort Totten Room, State Capitol 

HB 1158  
3/20/2023 

 
 

Relating to the imposition of a flat income tax rate of one and one half percent for 
individuals, estates, and trusts. 

 
3:29 PM Chairman Kannianen opens hearing. 
 
Senator Present: Kannianen, Weber, Patten, Rummel, Piepkorn, Magrum. 

 
Discussion Topics: 

• Flat tax 
• Mill levy 
• Amendment 

 
 9:15 AM Matt Peyerl, ND Tax Commission, provided additional information neutral. #25882 
 
 9:27 AM Matt Peyerl, ND Tax Commission, answered questions verbally neutral. 

 
4:01 PM Chairman Kannianen adjourns hearing. 
 
Nathan Liesen, Committee Clerk 
 



2023 SENATE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Fort Totten Room, State Capitol 

HB 1158 
3/20/2023 

 
 

Relating to the imposition of a flat income tax rate of one and one half percent for 
individuals, estates, and trusts. 

 
3:29 PM Chairman Kannianen opens hearing. 
 
Senator Present: Kannianen, Weber, Patten, Rummel, Piepkorn, Magrum. 
 
 
Discussion Topics: 

• Proposed amendments 
• Committee discussion 
• Married couples 
• Taxable income 

 
3:29 PM Committee Discussed Committee proposed amendments. #25988 #25987 
#25989 
 
3:53 PM Matt Peyerl, ND Tax Commission, answered questions.  
 
4:01 PM Chairman Kannianen adjourns hearing. 
 
Nathan Liesen, Committee Clerk 
 



2023 SENATE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Fort Totten Room, State Capitol 

HB 1158 
3/21/2023 

 
 

Relating to the imposition of a flat income tax rate of one and one half percent for 
individuals, estates, and trusts. 

 
10:27 AM Chairman Kannianen opens hearing. 
 
Senator Present: Kannianen, Weber, Patten, Rummel, Piepkorn, Magrum. 
 
Discussion Topics: 

• Amendments 
• Fiscal note  

 
Chairman Kannianen discussed proposed amendment. #25987 
 
10:41 AM Chairman Kannianen adjourns hearing. 
 
Nathan Liesen, Committee Clerk 
 



2023 SENATE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Fort Totten Room, State Capitol 

HB 1158 
3/21/2023 

 
 

Relating to the determination of state aid payments, the homestead tax credit, information 
displayed on property tax statements, school district levy authority, and exempting 
taxable income in the first income bracket from taxation for individuals, estates, and 
trusts, relating to adjustments to state aid payments; to provide an appropriation; and to 
provide an effective date. 

 
2:58 PM Chairman Kannianen opened the meeting. 
 
Senators present: Kannianen, Weber, Patten, Rummel, Piepkorn, Magrum. 
 
Discussion Topics: 

• Property Tax 
• School Funding Formula 
• Property Tax Relief 

 
3:00 PM Linda Svihovec, ND Association of Counties provided additional information. 
#26176 
 
3:14 PM Adam Tescher School Finance Department, answered questions. 
 
3:20 PM Senator Weber moved to adopt Amendment. LC 23.0351.02009 #26182 
 
3:21 PM Senator Rummel seconded. 
 
Roll call vote  

Senators Vote 
Senator Jordan Kannianen Y 
Senator Mark F. Weber Y 
Senator Jeffery J. Magrum Y 
Senator Dale Patten Y 
Senator Merrill Piepkorn Y 
Senator Dean Rummel Y 

Passed 6-0-0 
 
3:23 PM Senator Weber moved Do Pass as Amended and Re-Refer to Appropriations. 
 
3:23 PM Senator Patten seconded. 
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Roll call vote 

Senators Vote 
Senator Jordan Kannianen Y 
Senator Mark F. Weber Y 
Senator Jeffery J. Magrum Y 
Senator Dale Patten Y 
Senator Merrill Piepkorn Y 
Senator Dean Rummel Y 

Passed 6-0-0 
 
Chairman Kannianen will carry the bill. 
 
3:24 PM Chairman Kannianen closed the meeting. 
 
Nathan Liesen, Committee Clerk 
 



23.0351.02009 
Title.03000 

Prepared by the Legislative Council staff for 
the Senate Finance and Taxation Committee 

March 21, 2023 

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1158 

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and 
reenact subsection 3 of section 15.1-27-02, sections 15.1-27-04.1 and 15.1-27-04.2, 
subsection 1 of section 57-02-08.1, sections 57-15-01 and 57-15-01 .1, subsection 1 of 
section 57-15-14, section 57-15-14.2, subdivision c of subsection 1 of section 
57-20-07 .1, and subsection 1 of section 57-38-30.3 of the North Dakota Century Code, 
relating to the determination of state aid payments, the homestead tax credit, 
information displayed on property tax statements, school district levy authority, and 
exempting taxable income in the first income bracket from taxation for individuals, 
estates, and trusts; to repeal sections 15.1-27-04.3, 15.1-27-15.1, and 15.1-27-20.2 of 
the North Dakota Century Code, relating to adjustments to state aid payments; to 
provide an appropriation; and to provide an effective date. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Subsection 3 of section 15.1-27-02 of the North 
Dakota Century Code is amended and reenacted as follows: 

3. On or before December fifteenth, each school district shall file with the 
superintendent of public instruction the taxable valuation and mill levy 
certifications, which must be separated by property classification. If a 
district fails to file the taxable valuation and mill levy certifications by the 
required date, the superintendent of public instruction may not forward to 
the district any state aid payments to which the district is entitled, until the 
taxable valuation and mill levy certifications are filed. 

SECTION 2. AMENDMENT. Section 15.1-27-04.1 of the North Dakota Century 
Code is amended and reenacted as follows: 

15.1-27-04.1. Baseline funding - Establishment - Determination of state aid. 
(Effective through June 30, 2026) 

4-:- To determine the amount of state aid payable to each district, the 
superintendent of public instruction shall establish each district's baseline 
funding. A district's baseline funding consists of: 

a:- All state aid received by the district in accordance with chapter 
15.1 27 during the 2018 19 school year; 

lr. An amount equal to the property tax deducted by the superintendent 
of public instruction to determine the 2018 19 state aid payment; 

e-: An amount equal to seventy five percent of the revenue received by 
the school district during the 2017 18 school year for the following 
revenue types: 

f-=4 Revenue reported under code 2000 of the North Dal<ota school 
district financial accounting and reporting manual, as developed 
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~ 
by the superintendent of public instruction in accordance with 2/2/2 
section 15.1 02 08; / 

~ Mineral revenue received by the school district through direct ,3 -?j-Z,]J 
allocation from the state treasurer and not reported under code 
2000 of the North Dakota school district financial accounting and 
reporting manual, as de1, 1eloped by the superintendent of public 
instruction in accordance with section 15.1 02 08; 

~ Tuition reported under code 1300 of fk North Dakota school 
district financial accounting and reporting manual, as developed 
by the superintendent of public instruction in accordance with 
section 15.1 02 08, vvith the exception of revenue received 
specifically for the operation of an educational program provided 
at a residential treatment facility, tuition received for the 
provision of an adult farm management program, and beginning 
in the 2021 22 school year, seventeen percent of tuition 
received under an agreement to educate students from a school 
district on an air force base with funding received through 
federal impact aid, and an additional seventeen percent of 
tuition received under an agreement to educate students from a 
school district on an air force base with funding received through 
federal impact aid each school year thereafter, until the 2024 25 
school year when sixty eight percent of tuition received under an 
agreement to educate students from a school district on an air 
force base 1Nith funding recei1.ied through federal impact aid 
must be excluded from the tuition calculation under this 
paragraph; 

t4, Revenue from payments in lieu of taxes on the distribution and 
transmission of electric power; 

f51 Revenue from payments in lieu of taxes on electricity generated 
from sources other than coal; and 

tat Revenue from the leasing of land acquired by the United States 
for which compensation is allocated to the state under 33 U.8.C. 
701 (c)(3); 

€h- An amount equal to the total revenue received by the school district 
during the 2017 18 school year for the following revenue types: 

fB Mobile home tax revenue; 

~ Telecommunications tax revenue; and 

~ Revenue from payments in lieu of taxes and state 
reimbursement of the homestead credit and disabled veterans 
credit; and 

e:- Beginning •1,1ith the 2020 21 school year, the superintendent shall 
reduce the baseline funding for any school district that becomes an 
elementary district pursuant to section 15.1 07 27 after the 2012 13 
school year. The reduction must be proportional to the number of 
weighted student units in the grades that are offered through another 
school district relative to the total number of 'Neighted student units 
the school district offered in the year before the school district became 

Page No. 2 23.0351.02009 



f)( 
an elementary district. The reduced baseline funding applies to the Q 1✓.? ;&i!.. 
calculation of state aid for the firs~ s~hool year in which the school .7 if v .,J 
district becomes an elementary district an? f~r ea?h year thereafter.j-7 / _ , .. z 2 
For districts that become an elementary district prior to the 2020 21 ?-/ · ~ _,1 

school year, the superintendent shall use the reduced baseline 
funding to calculate state aid for the 2020 21 school year and for each 
year thereafter. 

~ a-: The superintendent shall divide the district's baseline funding 
determined in subsection 1 by the district's 2017 18 1.veighted student 
units to determine the district's baseline funding per 1.veighted student 
tlftth 

&.- For any school district that becomes an elementary district pursuant to 
section 15.1 07 27 after the 2017 18 school year, the superintendent 
shall adjust the district's baseline funding per weighted student unit 
used to calculate state aid. The superintendent shall divide the 
district's baseline funding determined in subsection 1 by the district's 
'Ncightcd student units after the school district becomes an 
elementary district to determine the district's adjusted baseline funding 
per weighted student unit. The superintendent shall use the district's 
adjusted baseline funding per weighted student unit in the calculation 
of state aid for the first school year in which the school district 
becomes an elementary district and for each year thereafter. 

&.- Beginning \Vith the 2021 22 school year and for each school year 
thereafter, the superintendent shall reduce the district's baseline 
funding per weighted student unit. f=ach year the superintendent shall 
calculate the amount by which the district's baseline funding per 
weighted student unit exceeds the payment per •11eightcd stude~t ~nit 
provided in subsection 3. The superintendent shall reduce the district's 
baseline funding per weighted student unit by fifteen percent of the 
amount by v,hich the district's baseline funding per weighted student 
unit exceeds the payment per weighted student unit for the 2021 22 
school year. For each year thereafter, the reduction percentage is 
increased by an additional fifteen percent. However, the district's 
baseline funding per weighted student unit, after the reduction, may 
not be less than the payment per weighted student unit provided in 
subsection 3. 

&.- a:- For the 2021 22 school year, the superintendent shall calculate state 
aid as the greater of: 

fB The district's weighted student units multiplied by ten thousand 
one hundred thirty six dollars; 

One hundred two percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, multiplied 
by the district's weighted student units, not to exceed the 
district's 2017 18 baseline weighted student units, plus any 
weighted student units in excess of the 2017 18 baseline 
weighted student units multiplied by ten thousand one hundred 
thirty six dollars; or 

The district's baseline funding as established in subsection 1 
less the amount in paragraph 1, 'Nith the difference reduced by 
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fifteen percent and then the difference added to the amount 
determined in paragraph 1. 

&.- For the 2022 23 school year and eac~ school year thereafter, the 3-2/-7-5 
superintendent shall calculate state aid as the greater of: 

f-1-t The district's weighted student units multiplied by ten thousand 
t>.vo hundred thirty seven dollars; 

One hundred two percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, multiplied 
by the district's weighted student units, not to exceed the 
district's 2017 18 baseline ·.-.ieighted student units, plus any 
weighted student units in excess of the 2017 18 baseline 
weighted student units multiplied by ten thousand t>vvo hundred 
thirty seven dollars; or 

The district's baseline funding as established in subsection 1 
less the amount in paragraph 1, 'Nith the difference reduced by 
thirty percent for the 2022 23 school year and the reduction 
percentage increasing by fifteen percent each school year 
thereafter until the difference is reduced to zero, and then the 
difference added to the amount determined in paragraph 1. 

&.- The superintendent also shall adjust state aid determined in this 
subsection to ensure the amount does not exceed the transition 
maximum as follows : 

f-1-t For the 2021 22 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, multiplied 
by the district's ·11eighted student units from the previous school 
year. 

For the 2022 23 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
'Neighted student unit, as established in subsection 2, multiplied 
by the district's weighted student units from the previous school 
year. 

For the 2023 24 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus 
twenty percent of the difference between the rate under 
paragraph 1 of subdivision b of this subsection and one hundred 
ten percent of the district's baseline funding per weighted 
student unit. The transition maximum is determined by 
multiplying the transition maximum rate, which may not exceed 
the rate under paragraph 1 of subdivision b of this subsection, 
by the district's weighted student units from the previous school 
year. 

For the 2024 25 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus forty 
percent of the difference between the rate under paragraph 1 of 
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Pr 
subdivision b of th_is subs~ction and ?Re hundred ten ~ercent of z ?7. 
the district's baseline funding per weighted student un1t. The v'.,,,, 
transition mmcimum is determined by multiplying the transition 7_ ,_7-z 
maximum rate, •which may not exceed the rate under .,/ --,,,,,, 
paragraph 1 of subdivision b of this subsection, by the district's 
weighted student units from the previous school year. 

For the 2025 26 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
•Neighted student unit, as established in subsection 2, plus sixty 
percent of the difference bet>.veen the rate under paragraph 1 of 
subdivision b of this subsection and one hundred ten percent of 
the district's baseline funding per weighted student unit. The 
transition maximum is determined by multiplying the transition 
maximum rate, which may not exceed the rate under 
paragraph 1 of subdivision b of this subsection, by the district's 
weighted student units from the previous school year. 

For the 2026 27 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
,veighted student unit, as established in subsection 2, plus 
eighty percent of the difference between the rate under 
paragraph 1 of subdivision b of this subsection and one hundred 
ten percent of the district's baseline funding per weighted 
student unit. The transition maximum is determined by 
multiplying the transition maximum rate, which may not exceed 
the rate under paragraph 1 of subdivision b of this subsection, 
by the district's weighted student units from the previous school 
year. 

4:- After determining the product in accordance with subsection 3, the 
superintendent of public instruction shall : 

a: Subtract an amount equal to sixty mills multiplied by the taxable 
valuation of the school district, except the amount in dollars subtracted 
for purposes of this subdivision may not exceed the previous year's 
amount in dollars subtracted for purposes of this subdivision by more 
than tv,elve percent, adjusted pursuant to section 15.1 27 04 .3; and 

b-:- Subtract an amount equal to seventy five percent of all revenue types 
listed in subdivisions c and d of subsection 1. Before determining the 
deduction for seventy five percent of all revenue types, the 
superintendent of public instruction shall adjust revenues as follows: 

fB Tuition revenue shall be adjusted as follows: 

In addition to deducting tuition revenue received 
specifically for the operation of an educational program 
provided at a residential treatment facility, tuition revenue 
received for the provision of an adult farm management 
program, and tuition received under an agreement to 
educate students from a school district on an air force 
base with funding received through federal impact aid as 
directed each school year in paragraph 3 of subdivision c 
of subsection 1, the superintendent of public instruction 
also shall reduce the total tuition reported by the school 
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dislriel By IM amo"AI of l"iliOA reven"e received for !Re ,#( 
education of students not residing in the state and for L .J 7 2 
•.vhich the state has not entered a cross border education Cf D V.) 

contract; and J,-2/-2--J 
tbt The superintendent of public instruction also shall reduce 

the total tuition reported by admitting school districts 
meeting the requirements of subdivision e of subsection 2 
of section 15.1 29 12 by the amount of tuition revenue 
received for the education of students residing in an 
adjacent school district. 

f2j After adjusting tuition revenue as provided in paragraph 1, the 
superintendent shall reduce all remaining revenues from all 
revenue types by the percentage of mills levied in 2020 by the 
school district for sinl<:ing and interest relative to the total mills 
levied in 2020 by the school district for all purposes. 

e-:- The amount remaining after the computation required under subsection 4 
is the amount of state aid to which a school district is entitled, subject to 
any other statutory requirements or limitations. 

&:- On or before June thirtieth of each year, the school board shall certify to 
the superintendent of public instruction the final average daily membership 
for the current school year. 

7-c For purposes of the calculation in subsection 4, each county auditor, in 
collaboration with the school districts, shall report the follo•Ning to the 
superintendent of public instruction on an annual basis: 

&.- The amount of revenue received by each school district in the county 
during the previous school year for each type of revenue identified in 
subdivisions c and d of subsection 1; 

I:➔.- The total number of mills levied in the previous calendar year by each 
school district for all purposes; and 

e:- The number of mills levied in the previous calendar year by each 
school district for sinl<:ing and interest fund purposes. 

Baseline funding Establishment Determination of state aid. (Effective 
after June 30, 2026) 

1. To determine the amount of state aid payable to each district, the 
superintendent of public instruction shall establish each district's baseline 
funding. A district's baseline funding consists of: 

a. All state aid received by the district in accordance with chapter 
15.1 -27 during the 2018-19 school year; 

b. An amount equal to the property tax deducted by the superintendent 
of public instruction to determine the 2018-19 state aid payment; 

c. An amount equal to seventy-five percent of the revenue received by 
the school district during the 2017-18 school year for the following 
revenue types: 
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(1) 

(2) 

(3) 

Revenue reported under code 2000 of the North Dakota school /J/ 
district financial accounting and reporting manual, as developed 7 JZ-3 
by the superintendent of public instruction in accordance with / . 
section 15.1-02-08; '3-t/--P3 
Mineral revenue received by the school district through direct 
allocation from the state treasurer and not reported under code 
2000 of the North Dakota school district financial accounting and 
reporting manual, as developed by the superintendent of public 
instruction in accordance with section 15.1-02-08; 

Tuition reported under code 1300 of the North Dakota school 
district financial accounting and reporting manual, as developed 
by the superintendent of public instruction in accordance with 
section 15.1-02-08, with the exception of revenue~ 

!fil Revenue received specifically for the operation of an 
educational program provided at a residential treatment 
facility, tuition~ 

.(Q)_ Tuition received for the provision of an adult farm 
management program,~ and beginning 

.(g). Beginning in the~ 

ill 2023-24 school year, fifty-one percent of tuition 
received under an agreement to educate students 
from a school district on an air force base with 
funding received through federal impact aid; 

[2.l 2024-25 school year, sixty-eight percent of tuition 
received under an agreement to educate students 
from a school district on an air force base with 
funding received through federal impact aid; 

QI 2025-26 school year, eighty-five percent of tuition 
received under an agreement to educate students 
from a school district on an air force base with 
funding received through federal impact aid,--1::ffitH 
tfle; and 

I1} 2026-27 school year, and each school year 
thereafter, WA-eA--all tuition received under an 
agreement to educate students from a school district 
on an air force base with funding received through 
federal impact aid must be excluded from the tuition 
calculation under this paragraph; 

(4) Revenue from payments in lieu of taxes on the distribution and 
transmission of electric power; 

(5) Revenue from payments in lieu of taxes on electricity generated 
from sources other than coal; and 

(6) Revenue from the leasing of land acquired by the United States 
for which compensation is allocated to the state under 33 U.S.C. 
701 ( c)(3) ;--ai=,e 
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d. An amount equal to the total revenue received by the school district ~;;;}( 
during the 2017-18 school year for the following revenue types: 0· /2 3 
((

2

1)) Mobile home tax revenue; '2 _7~:;!."< 
Telecommunications tax revenue; and ../ ~ / 

(3) Revenue from payments in lieu of taxes and state 
reimbursement of the homestead credit and disabled veterans 
credik and 

e. Beginning with the 2020-21 school year, the superintendent shall 
reduce the baseline funding for any school district that becomes an 
elementary district pursuant to section 15.1-07-27 after the 2012-13 
school year. The reduction must be proportional to the number of 
weighted student units in the grades that are offered through another 
school district relative to the total number of weighted student units 
the school district offered in the year before the school district became 
an elementary district. The reduced baseline funding applies to the 
calculation of state aid for the first school year in which the school 
district becomes an elementary district and for each year thereafter. 
For districts that become an elementary district prior to the 2020-21 
school year, the superintendent shall use the reduced baseline 
funding to calculate state aid for the 2020-21 school year and for each 
year thereafter. 

2. a. The superintendent shall divide the district's baseline funding 
determined in subsection 1 by the district's 2017-18 weighted student 
units to determine the district's baseline funding per weighted student 
unit. 

b. For any school district that becomes an elementary district pursuant to 
section 15.1-07-27 after the 2017-18 school year, the superintendent 
shall adjust the district's baseline funding per weighted student unit 
used to calculate state aid. The superintendent shall divide the 
district's baseline funding determined in subsection 1 by the district's 
weighted student units after the school district becomes an 
elementary district to determine the district's adjusted baseline funding 
per weighted student unit. The superintendent shall use the district's 
adjusted baseline funding per weighted student unit in the calculation 
of state aid for the first school year in which the school district 
becomes an elementary district and for each year thereafter. 

c. Beginning with the 2021-22 school year and for each school year 
thereafter, the superintendent shall reduce the district's baseline 
funding per weighted student unit. Each year the superintendent shall 
calculate the amount by which the district's baseline funding per 
weighted student unit exceeds the payment per weighted student unit 
provided in subsection 3. The superintendent shall reduce the district's 
baseline funding per weighted student unit by fifteen percent of the 
amount by which the district's baseline funding per weighted student 
unit exceeds the payment per weighted student unit for the 2021-22 
school year. For each year thereafter, the reduction percentage is 
increased by an additional fifteen percent. However, the district's 
baseline funding per weighted student unit, after the reduction , may 
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3. a. 

not be less than the payment per weighted student unit provided in 

subsection 3. 1 !~ 
For the 2021-22 school year, the superintendent shall calculate state / 
aid as the greater of: 5-?/--~) 
(1) The district's weighted student units multiplied by ten thousand 

one hundred thirty-six dollars; 

(2) One hundred two percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, multiplied 
by the district's weighted student units, not to exceed the 
district's 2017-18 baseline weighted student units, plus any 
weighted student units in excess of the 2017-18 baseline 
weighted student units multiplied by ten thousand one hundred 
thirty-six dollars; or 

(3) The district's baseline funding as established in subsection 1 
less the amount in paragraph 1, with the difference reduced by 
fifteen percent and then the difference added to the amount 
determined in paragraph 1. 

b. For the 2022-23 school year and each school year thereafter, the 
superintendent shall calculate state aid as the greater of: 

(1) The district's weighted student units multiplied by ten thousand 
two hundred thirty-seven dollars; 

(2) One hundred two percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, multiplied 
by the district's weighted student units, not to exceed the 
district's 2017-18 baseline weighted student units, plus any 
weighted student units in excess of the 2017-18 baseline 
weighted student units multiplied by ten thousand two hundred 
thirty-seven dollars; or 

(3) The district's baseline funding as established in subsection 1 
less the amount in paragraph 1, with the difference reduced by 
thirty percent for the 2022-23 school year and the reduction 
percentage increasing by fifteen percent each school year 
thereafter until the difference is reduced to zero, and then the 
difference added to the amount determined in paragraph 1. 

c. The superintendent also shall adjust state aid determined in this 
subsection to ensure the amount does not exceed the transition 
maximum as follows: 

(1) For the 2021 22 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
•11eighted student unit, as established in subsection 2, multiplied 
by the district's 111eighted student units from the previous school 
year. 

(2t For the 2022 23 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
\'Jeighted student unit, as established in subsection 2, multiplied 
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::;:!." Bistrict's weigRteB stu8ent units tram tRe previous seRaal /!fz,, J 
For the 2023-24 school year, the transition maximum rate is one-z..._? I ~y 
hundred ten percent of the district's baseline funding per / rr·· ~ 
weighted student unit, as established in subsection 2, plus 
twenty percent of the difference between the rate under 
paragraph 1 of subdivision b of this subsection and one hundred 
ten percent of the district's baseline funding per weighted 
student unit. The transition maximum is determined by 
multiplying the transition maximum rate, which may not exceed 
the rate under paragraph 1 of subdivision b of this subsection , 
by the district's weighted student units from the previous school 
year. 

For the 2024-25 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus forty 
percent of the difference between the rate under paragraph 1 of 
subdivision b of this subsection and one hundred ten percent of 
the district's baseline funding per weighted student unit. The 
transition maximum is determined by multiplying the transition 
maximum rate, which may not exceed the rate under 
paragraph 1 of subdivision b of this subsection, by the district's 
weighted student units from the previous school year. 

For the 2025-26 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus sixty 
percent of the difference between the rate under paragraph 1 of 
subdivision b of this subsection and one hundred ten percent of 
the district's baseline funding per weighted student unit. The 
transition maximum is determined by multiplying the transition 
maximum rate, which may not exceed the rate under 
paragraph 1 of subdivision b of this subsection, by the district's 
weighted student units from the previous school year. 

For the 2026-27 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus 
eighty percent of the difference between the rate under 
paragraph 1 of subdivision b of this subsection and one hundred 
ten percent of the district's baseline funding per weighted 
student unit. The transition maximum is determined by 
multiplying the transition maximum rate, which may not exceed 
the rate under paragraph 1 of subdivision b of this subsection, 
by the district's weighted student units from the previous school 
year. 

4. After determining the product in accordance with subsection 3, the 
superintendent of public instruction shall : 

a. Subtract an amount equal to sooythe sum of: 

ill Forty mills multiplied by the taxable valuation of residential, 
agricultural, and commercial property in the school district. For 
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purposes of this paragraph. "taxable valuation" means. for 
taxable year 2023. the 2022 taxable valuation of the school 
district. and for taxable year 2024 and each year thereafter, the 2-2-/--?2 
2022 taxable valuation increased by five percent per year, or the-/ v~ 
actual increase in taxable valuation. as compared to the 
previous year's taxable valuation calculation, whichever is less, 
beginning with taxable year 2024 and each year thereafter: and 

@ Sixty mills multiplied by the taxable valuation of centrally 
assessed property in the school district; and 

b. Subtract an amount equal to seventy-five percent of all revenue types 
listed in subdivisions c and d of subsection 1. Before determining the 
deduction for seventy-five percent of all revenue types, the 
superintendent of public instruction shall adjust revenues as follows: 

(1) Tuition revenue shall be adjusted as follows: 

(a) In addition to deducting tuition revenue received 
specifically for the operation of an educational program 
provided at a residential treatment facility, tuition revenue 
received for the provision of an adult farm management 
program, and tuition received under an agreement to 
educate students from a school district on an air force 
base with funding received through federal impact aid as 
directed each school year in paragraph 3 of subdivision c 
of subsection 1, the superintendent of public instruction 
also shall reduce the total tuition reported by the school 
district by the amount of tuition revenue received for the 
education of students not residing in the state and for 
which the state has not entered a cross-border education 
contract; and 

(b) The superintendent of public instruction also shall reduce 
the total tuition reported by admitting school districts 
meeting the requirements of subdivision e of subsection 2 
of section 15.1-29-12 by the amount of tuition revenue 
received for the education of students residing in an 
adjacent school district. 

(2) After adjusting tuition revenue as provided in paragraph 1, the 
superintendent shall reduce all remaining revenues from all 
revenue types by the percentage of mills levied in ~2022 by 
the school district for sinking and interest relative to the total 
mills levied in ~2022 by the school district for all purposes. 

5. The amount remaining after the computation required under subsection 4 
is the amount of state aid to which a school district is entitled, subject to 
any other statutory requirements or limitations. 

6. On or before June thirtieth of each year, the school board shall certify to 
the superintendent of public instruction the final average daily membership 
for the current school year. 
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7. For purposes of the calculation in subsection 4, each county auditor, in ~ 
collaboration with the school districts, shall report the following to the 2 _7 { '? 
superintendent of public instruction on an annual basis: .,;;,;--67-~) 
a. The amount of revenue received by each school district in the county 

during the previous school year for each type of revenue identified in 
subdivisions c and d of subsection 1; 

b. The total number of mills levied in the previous calendar year by each 
school district for all purposes, separated by property classification; 
and 

c. The number of mills levied in the previous calendar year by each 
school district for sinking and interest fund purposes, separated by 
property classification. 

SECTION 3. AMENDMENT. Section 15.1-27-04.2 of the North Dakota Century 
Code is amended and reenacted as follows: 

15.1-27-04.2. State aid - Minimum local effort - Determination. 

If a district's taxable valuation per student is less than twenty percent of the 
state average valuation per student, the superintendent of public instruction, for 
purposes of determining state aid in accordance with subsection 4 of section 
15.1-27-04.1 , shall utilize an amount equal to sixtydeduct the sum of the following: 

i_ Forty mills times twenty percent of the state average valuation of 
residential, agricultural. and commercial property per student multiplied by 
the number of weighted student units in the district: and 

.2.,. Sixty mills times twenty percent of the state average valuation of centrally 
assessed property per student multiplied by the number of weighted 
student units in the district. 

SECTION 4. AMENDMENT. Subsection 1 of section 57-02-08.1 of the North 
Dakota Century Code is amended and reenacted as follows: 

1. a. Any person sixty-five years of age or older or permanently and totally 
disabled, in the year in which the tax was levied, with an income that 
does not exceed the limitations of subdivision c is entitled to receive a 
reduction in the assessment on the taxable valuation on the person's 
homestead. An exemption under this subsection applies regardless of 
whether the person is the head of a family. 

b. The exemption under this subsection continues to apply if the person 
does not reside in the homestead and the person's absence is due to 
confinement in a nursing home, hospital, or other care facility, for as 
long as the portion of the homestead previously occupied by the 
person is not rented to another person. 

c. The exemption must be determined according to the following 
schedule: 

(1) If the person's income is not in excess of twenty twofifty 
thousand dollars, a reduction of one hundred percent of the 
taxable valuation of the person's homestead up to a maximum 
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(2) 

reduction of fi.venine thousand six hundred twenty five dollars of /Jl,2J 
taxable valuation. Z/-
lf the person's income is in excess of twenty t'Nofifty thousand 3.- 'I- "J.-3 
dollars and not in excess of t>.venty sixoeventy-five thousand 
dollars, a reduction of et§hlyfifty percent of the taxable valuation 
of the person's homestead up to a maximum reduction of four 
thousand five hundred dollars of taxable valuation. 

If the person's income is in excess of twenty six thousand 
dollars and not in excess of thirty thousand dollars, a reduction 
of sixty percent of the taxable valuation of the person's 
homestead up to a maximum reduction of three thousand three 
hundred seventy five dollars of taxable valuation. 

If the person's income is in excess of thirty thousand dollars and 
not in excess of thirty four thousand dollars, a reduction of forty 
percent of the taxable 'o'aluation of the person's homestead up to 
a maximum reduction of two thousand two hundred fifty dollars 
of taxable valuation. 

If the person's income is in excess of thirty four thousand dollars 
and not in excess of thirty eight thousand dollars, a reduction of 
twenty percent of the taxable valuation of the person's 
homestead up to a maximum reduction of one thousand one 
hundred t1Ncnty five dollars of taxable valuation. 

If the person's income is in excess of thirty eight thousand 
dollars and not in excess of forty two thousand dollars, a 
reduction of ten percent of the taxable valuation of the person's 
homestead up to a maximum reduction of five hundred 
sixty three dollars of taxable valuation. 

d. Persons residing together, as spouses or when one or more is a 
dependent of another, arc entitled to only one exemption between or 
among them under this subsection. Persons residing together, w ho 
are not spouses or dependents, who are co-owners of the property 
are each entitled to a percentage of a full exemption under this 
subsection equal to their ownership interests in the property. 

e. This subsection does not reduce the liability of any person for special 
assessments levied upon any property. 

f. Any person claiming the exemption under this subsection shall sign a 
verified statement of facts establishing the person's eligibility. Any 
income information contained in the statement of facts is a confidential 
record. 

g. /\ person is ineligible for the exemption under this subsection if the 
value of the assets of the person and any dependent residing with the 
person exceeds five hundred thousand dollars, including the value of 
any assets divested within the last three years. 

&. The assessor shall attach the statement filed under subdivision f to 
the assessment sheet and shall show the reduction on the 
assessment sheet. 

Page No. 13 23.0351 .02009 



L. 

An exemption under this subsection terminates at the end of the 
taxable year of the death of the applicant. 

A person who is eligible for an exemption under this subsection is 
eligible to receive a full or partial exemption under this subsection 
based on the date of submission of the verified statement of facts 
required under subdivision f. If the person submits the verified 
statement of facts: 

ill By February first of the current taxable year. the person is 
eligible for the full exemption under this subsection. 

@ After February first of the current taxable year and no later than 
November fifth of the current taxable year. the person is eligible 
to receive a pro rata share of the exemption under this 
subsection. To claim a pro rata share of the exemption under 
this subsection. the person shall submit the verified statement of 
facts by the fifth day of the month preceding the first full month 
of the prorated exemption. The tax commissioner shall calculate 
the pro rata share of the exemption based on the number of 
months remaining in the taxable year. beginning the month after 
the verified statement of facts is timely submitted. 

SECTION 5. AMENDMENT. Section 57-15-01 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-15-01. Levy in specific amounts - Exceptions. 

With the exception of special assessment taxes and such general taxes as may 
be definitely fixed by law. all state. county. city. township, school district. and park 
district taxes must be levied or voted in specific amounts of money. For purposes of 
communicating with the public and comparing the amount levied in the current taxable 
year to the amount levied in the preceding taxable year. taxing districts shall express 
levies in terms of dollars rather than mills. 

SECTION 6. AMENDMENT. Section 57-15-01.1 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-15-01.1. Protection of taxpayers and taxing districts. 

Each taxing district may levy the lesser of the amount in dollars as certified in 
the budget of the governing body, or the amount in dollars as allowed in this section, 
subject to the following: 

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

2. For purposes of this section: 

a. "Base year" means the taxing district's taxable year with the highest 
amount levied in dollars in property taxes of the three taxable years 
immediately preceding the budget year~.,_ 

b. "Budget year" means the taxing district's year for which the levy is 
being determined under this section~.,_ 
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C. 

d. 

"Calculated mill rate" means the mill rate that results from dividing the /f17l 
base year taxes levied by the sum of the taxable value of the taxable J I~ 
property in the base year plus the taxable value of the property 
exempt by local discretion or charitable status, calculated in the same 2-~/--?--J 
manner as the taxable property~~ 7 

"Property exempt by local discretion or charitable status" means 
property exempted from taxation as new or expanding businesses 
under chapter 40-57.1; improvements to property under 
chapter 57-02.2; or buildings belonging to institutions of public charity, 
new single-family residential or townhouse or condominium property, 
property used for early childhood services, or pollution abatement 
improvements under section 57-02-08. 

"Taxing district" means any political subdivision, other than a school 
district, empowered by law to levy taxes. 

3. A taxing district may elect to levy the amount levied in dollars in the base 
year. Any levy under this section must be specifically approved by a 
resolution approved by the governing body of the taxing district. Before 
determining the levy limitation under this section, the dollar amount levied 
in the base year must be: 

a. Reduced by an amount equal to the sum determined by application of 
the base year's calculated mill rate for that taxing district to the final 
base year taxable valuation of any taxable property and property 
exempt by local discretion or charitable status which is not included in 
the taxing district for the budget year but was included in the taxing 
district for the base year. 

b. Increased by an amount equal to the sum determined by the 
application of the base year's calculated mill rate for that taxing district 
to the final budget year taxable valuation of any taxable property or 
property exempt by local discretion or charitable status which was not 
included in the taxing district for the base year but which is included in 
the taxing district for the budget year. 

c. Reduced to reflect expired temporary mill levy increases authorized by 
the electors of the taxing district. For purposes of this subdivision, an 
expired temporary mill levy increase does not include a school district 
general fund mill rate exceeding one hundred ten mills which has 
expired or has not received approval of electors for an extension 
under subsection 2 of section 67 64 03. 

a:- Reduced by the amount of state aid under chapter 15.1 27, which is 
determined by multiplying the budget year taxable valuation of the 
school district by the lesser of the base year mill rate of the school 
district minus sixty mills or fifty mills, if the base year is a taxable year 
before 2013. 

4. In addition to any other levy limitation factor under this section, a taxing 
district may increase its levy in dollars to reflect new or increased mill 
levies authorized by the legislative assembly or authorized by the electors 
of the taxing district. 
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5. Under this section a taxing district may supersede any applicable mill levy f£' 
limitations otherwise provided by law, or a taxing district may levy up to the /2!'?7 
mill levy limitations otherwise provided by law without reference to this ~ 
section, but the provisions of this section do not apply to the following: "j- -'7} 
a. Any irrepealable tax to pay bonded indebtedness levied pursuant to 

section 16 of article X of the Constitution of North Dakota . 
. 

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

6. A school district choosing to determine its levy authority under this section 
may apply subsection 3 only to the amount in dollars levied for general 
fund purposes under section 57 15 14 or, if the levy in the base year 
included separate general fund and special fund levies under sections 
57 15 14 and 57 15 14.2, the school district may apply subsection 3 to the 
total amount levied in dollars in the base year for both the general fund and 
special fund accounts. School district levies under any section other than 
section 57 15 14 may be made within applicable limitations but those 
levies are not subject to subsection 3. 

-:r---: Optional levies under this section may be used by any city or county that 
has adopted a home rule charter unless the provisions of the charter 
supersede state laws related to property tax levy limitations. 

SECTION 7. AMENDMENT. Subsection 1 of section 57-15-14 of the North 
Dakota Century Code is amended and reenacted as follows: 

1. Unless authorized by the electors of the school district in accordance with 
this section, a school district may not impose greater levies than those 
permitted under section 57-15-14.2. 

a. In any school district having a total population in excess of four 
thousand according to the last federal decennial census there may be 
levied any specific number of mills that upon resolution of the school 
board has been submitted to and approved by a majority of the 
qualified electors voting upon the question at any regular or special 
school district election. 

b. In any school district having a total population of fewer than four 
thousand, there may be levied any specific number of mills that upon 
resolution of the school board has been approved by fifty-five percent 
of the qualified electors voting upon the question at any regular or 
special school election. 

c. After June 30, 2009, in any school district election for approval by 
electors of increased levy authority under subsection 1 or 2, the ballot 
must specify the number of mills proposed for approval, and the 
number of taxable years for which that approval is to apply. After June 
30, 2009, approval by electors of increased levy authority under 
subsection 1 or 2 may not be effective for more than ten taxable 
years. 

d. The authority for a levy of up to a specific number of mills under th is 
section approved by electors of a school district before July 1, 2009, is 
terminated effective for taxable years after 2015. If the electors of a 
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school district subject to this subsection have not approved a levy for ~ 
taxable years after 2015 of up to a specific number of mills under this /7' £ ?2 
section by December 31 , 2015, the school district levy limitation for T V"" _,) 
subsequent years is subject to the limitations under section 3 / 
57 15 01 .1 or this section. -j ~ 'lJ 

e. For taxable years beginning after 2012: 

(1) The authority for a levy of up to a specific number of mills, 
approved by electors of a school district for any period of time 
that includes a taxable year before 2009, must be reduced by 
one hundred fifteen mills as a precondition of receiving state aid 
in accordance with chapter 15.1-27. 

(2) The authority for a levy of up to a specific number of mills, 
approved by electors of a school district for any period of time 
that does not include a taxable year before 2009, must be 
reduced by forty mills as a precondition of receiving state aid in 
accordance with chapter 15.1-27. 

(3) The authority for a levy of up to a specific number of mills, 
placed on the ballot in a school district election for electoral 
approval of increased levy authority under subdivision a or b, 
after June 30, ~2022, must be stated as a specific number of 
mills of general fund levy authority and must include a statement 
that the statutory school district general fund levy limitation is 
seventyfifty mills on the dollar of the taxable valuation of 
residential, agricultural, and commercial property in the school 
district and seventy mills on the dollar of taxable valuation of 
centrally assessed property in the school district. 

f. The authority for an unlimited levy approved by electors of a school 
district before July 1, 2009, is terminated effective for taxable years 
after 2015. If the electors of a school district subject to this subsection 
have not approved a levy of up to a specific number of mills under this 
section by December 31, 2015, the school district levy limitation for 
subsequent years is subject to the limitations under section 
57 15 01.1 or this section. 

SECTION 8. AMENDMENT. Section 57-15-14.2 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-15-14.2. School district levies. (Effective for taxable years through 
December 31, 2024) 

4-:- The board of a school district may levy a tax not exceeding the amount in 
dollars that the school district levied for the prior year, plus twelve percent 
and the dollar amount of the adjustment required in section 15.1 27 04.3, 
up to a levy of seventy mills on the taxable valuation of the district, for any 
purpose related to the provision of educational services. The proceeds of 
this levy must be deposited into the school district's general fund and used 
in accordance with this subsection. The proceeds may not be transferred 
into any other fund. 

2::- The board of a school district may levy no more than t\velve mills on the 
taxable valuation of the district, for miscellaneous purposes and expenses. 
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The prnoee<ls of this levy must be <leposite<l into a special fun<l known as '1c 
the miscellaneous fund and used in accordance with this subsection. The ///''72.. 
proceeds may not be transferred into any other fund. OJ ~ ../ 

&.- The board of a school district may levy no more than three mills on the 3 -i/-?} 
taxable valuation of the district for deposit into a special reserve fund , in 
accordance 'Nith chapter 57 19. 

4:- The board of a school district may levy no more than the number of mills 
necessary, on the taxable valuation of the district, for the payment of 
tuition, in accordance with section 15.1 29 15. The proceeds of this levy 
must be deposited into a special fund known as the tuition fund and used 
in accordance with this subsection. The proceeds may not be transferred 
into any other fund. 

&.- The board of a school district may levy no more than five mills on the 
taxable valuation of the district, pursuant to section 57 15 15.1, for 
purposes of developing a school safety plan in accordance with section 
15.1 09 60. The proceeds of this levy must be deposited into a special 
fund known as the school safety plan fund and used in accordance with 
this subsection. 

6-:- Nothing in this section limits the board of a school district from levying: 

a:- Mills for a building fund , as permitted in sections 15.1 09 49 and 
57 15 16; and 

b:- Mills necessary to pay principal and interest on the bonded debt of the 
district, including the mills necessary to pay principal and interest on 
any bonded debt incurred under section 57 15 17 .1 before July 1, 
~ 

School district le\·ies. (Effective for taxable years beginning after 
December 31, 2024) 

1. a. The board of a school district may levy a tax not exceedingfor the 
school district's local contribution to the costs of education which may 
not exceed the amount in dollars that the school district levied for the 
prior year, plus t\velve percent, up towould be generated by a levy of 
seventy~ 

ill Forty mills on the taxable valuation of residential, agricultural, 
and commercial property in the district, for any purpose related 
to the provision of educational services. For purposes of this 
paragraph, "taxable valuation" means, for taxable year 2023, the 
2022 taxable valuation of the school district, and for taxable year 
2024 and each year thereafter, the 2022 taxable valuation 
increased by five percent per year, or the actual increase in 
taxable valuation, as compared to the previous year's taxable 
valuation calculation, whichever is less, beginning with taxable 
year 2024 and each year thereafter. 

@ Sixty mills on the taxable valuation of centrally assessed 
property in the district. 
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2. 

~ 
~ The proceeds of this levy must be deposited into the school district's 

general fund and may be used in accordance with this subsectionfor /! J. l:} 
any purposes related to the provision of educational services. The / 6 
proceeds may not be transferred into any other fund. _3-- 2-/-Z J 

The board of a school district may levy no more than ten mills on the 
taxable valuation of the district, for any purpose related to the provision of 
educational services. The proceeds of this levy must be deposited into the 
school district's general fund and used in accordance with this subsection. 
The proceeds may not be transferred into any other fund. 

The board of a school district may levy no more than twelve mills on the 
taxable valuation of the district, for miscellaneous purposes and expenses. 
The proceeds of this levy must be deposited into a special fund known as 
the miscellaneous fund and used in accordance with this subsection. The 
proceeds may not be transferred into any other fund. 

The board of a school district may levy no more than three mills on the 
taxable valuation of the district for deposit into a special reserve fund, in 
accordance with chapter 57-19. 

The board of a school district may levy no more than the number of mills 
necessary, on the taxable valuation of the district, for the payment of 
tuition, in accordance with section 15.1 -29-15. The proceeds of this levy 
must be deposited into a special fund known as the tuition fund and used 
in accordance with this subsection. The proceeds may not be transferred 
into any other fund. 

The board of a school district may levy no more than five mills on the 
taxable valuation of the district, pursuant to section 57-15-15.1, for 
purposes of developing a school safety plan in accordance with section 
15.1-09-60. The proceeds of this levy must be deposited into a special 
fund known as the school safety plan fund and used in accordance with 
this subsection. 

Nothing in this section limits the board of a school district from levying: 

a. Mills for a building fund, as permitted in sections 15.1-09-49 and 
57-15-16; and 

b. Mills necessary to pay principal and interest on the bonded debt of the 
district, including the mills necessary to pay principal and interest on 
any bonded debt incurred under section 57-15-17.1 before July 1, 
2013. 

SECTION 9. AMENDMENT. Subdivision c of subsection 1 of section 57-20-07.1 
of the North Dakota Century Code is amended and reenacted as follows: 

c. ProvideFor tax statements to be mailed to an owner of a residential 
agricultural, or commercial parcel of land. provide information 
identifying the property tax savings provided by the state of North 
Dakota. The tax statement must include a line item that is entitled 
"legislative tax relief' and identifies the dollar amount of property tax 
savings realized by the taxpayer under chapter 50-34 for taxable 
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years before 2019, chapter 50-35 for taxable years after 2018, and ,.f!t? ~ 
chapter 15.1-27. ?//· -r / 
(1 ) For purposes of this subdivision, legislative tax relief under j - -Zp 

chapter 15.1-27 is determined by multiplying the taxable value 
for the taxable year for each parcel shown on the tax statement 
by the number of mills of mill levy reduction grant under chapter 
57-64 for the 2012 taxable year plus the number of mills 
determined by subtracting from the 2012 taxable year mill rate of 
the school district in 11,hich the parcel is located the lesser of: 

(a) Rfty-Seventy mills; or 

(b) The 2012 taxable year mill rate of the school district minus 
soo-yforty mills. 

(2) Legislative tax relief under chapter 50-35 is d~termined by 
multiplying the taxable value for the taxable year for each parcel 
shown on the tax statement by the number of mills of relief 
determined by dividing the amount calculated in subsection 1 of 
section 50-35-03 for a human service zone by the taxable value 
of taxable property in the zone for the taxable year. 

SECTION 10. AMENDMENT. Subsection 1 of section 57-38-30.3 of the North 
Dakota Century Code is amended and reenacted as follows: 

1. A tax is hereby imposed for each taxable year upon income earned or 
received in that taxable year by every resident and nonresident individual , 
estate, and trust. 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: 

Over Not over The tax is equal to Of amount over 

$G $37,450 1.10% $G 

$37,450 $90,750 $411 .95 + 2.04% $37,450 

$90,750 $189,300 $1,499.27 + 2.27% $90,750 

$189,300 $411 ,500 $3,736.36 + 2.64% $189,300 

$411 ,500 $9,602.44 + 2.90% $411,500 
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iQ 

$44.725 

$108,325 

$225,975 

$491.350 

$44,725 

$108,325 

$225,975 

$491.350 

$0.00 + 0.00% 

$0.00 + 2.04% 

$1 ,297.44 + 2.27% 

$3,968.10 + 2.64% 

$10,974.00 + 2.90% 

~ 
iQ Z/ /~ 

$44. 725 3 -?/-Z 3 
$108.325 

$225.975 

$491 .350 

b. Married filing jointly and surviving spouse. 

If North Dakota taxable income is: 

Over 

$G 

$62,600 

$151,200 

$230.450 

$411.500 

iQ 

$74.750 

$180,550 

$275,100 

$491 .350 

Not over 

$62,600 

$151 .200 

$230.450 

$411.500 

$74.750 

$180,550 

$275.100 

$491,350 

c. Married filing separately. 

If North Dakota taxable income is: 

Over 

$G 

$31,300 

$75.600 

$115,225 

$205.750 

iQ 

$37.375 

$90.275 

$137,550 

$245.675 

Not over 

$31 ,300 

$75,600 

$115,225 

$205,750 

$37,375 

$90,275 

$137,550 

$245.675 
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The tax is equal to Of amount over 

1.10% $G 

$688.60 + 2.04% $62.600 

$2,496.04 + 2.27% $151 .200 

$4,295.02 + 2.64% $230,450 

$9,074.74 + 2.90% $411 .500 

$0 + 0.00% iQ 

$0.00 + 2.04% $74.750 

$2.158.32 + 2.27% $180.550 

$4,304.61 + 2.64% $275.100 

$10,013.61 + 2.90% $491.350 

The tax is equal to Of amount over 

1.10% $G 

$344.30 + 2.04% $31 ,300 

$1 ,248.02 + 2.27% $75,600 

$2,147.51 + 2.64% $115,225 

$4,537.37 + 2.90% $205,750 

$0 + 0.00% iQ 

$0.00 + 2.04% $37,375 

$1,079.16 + 2.27% $90.275 

$2.152.30 + 2.64% $137.550 

$5,006.80 + 2.90% $245,675 
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1//_ 
d. Head of household. 

3-21-23 
If North Dakota taxable income is: 

Over Not over 

$0 $50,200 

$50,200 $129,600 

$129,600 $209,850 

$209,850 $411 ,500 

$411 ,500 

iQ $59,950 

$59,950 $154,750 

$154,750 $250,550 

$250,550 $491 ,350 

$491 ,350 

e. Estates and trusts. 

If North Dakota taxable income is: 

Over 

$0 

$2,500 

$5,900 

$9,050 

$12,300 

iQ 

$3,000 

$7,050 

$10,750 

$14,650 

Not over 

$2,500 

$5,900 

$9,050 

$12,300 

$3,000 

$7,050 

$10,750 

$14,650 

The tax is equal to Of amount ov?:2--/25 
1.10% $0 

$552.20 + 2.04% $50,200 

$2,171.96 + 2.27% $129,600 

$3,993.64 + 2.64% $209,850 

$9,317.20 + 2.90% $411 ,500 

$0 + 0.00% iQ 

$0.00 + 2.04% $59,950 

$1 ,933.92 + 2.27% $154,750 

$4,108.58 + 2.64% $250,550 

$10,465.70 + 2.90% $491,350 

The tax is equal to Of amount over 

1.10% $0 

$27.50 + 2.04% $2,500 

$96.86 + 2.27% $5,900 

$168.37 + 2.64% $9,050 

$254.17 + 2.90% $12,300 

$0 + 0.00% iQ 

$0.00 + 2.04% $3,000 

$82.62 + 2.27% $7,050 

$166.61 + 2.64% $10,750 

$269.57 + 2.90% $14,650 

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 
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 
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(2) The denominator is the federal adjusted gross income from all f!:'
7 

_ 
sources reduced by the net income from the amounts specified {/Y __t,~;5 
in subdivisions a and b of subsection 2. J-'Z-/-~ 

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 11 . REPEAL. Section 15.1-27-04.3, 15.1-27-15.1 , and 15.1-27-20.2 
of the North Dakota Century Code are repealed. 

SECTION 12. APPROPRIATION - HOMESTEAD TAX CREDIT PROGRAM. 
There is appropriated out of any moneys in the general fund in the state treasury, not 
otherwise appropriated, the sum of $80,000,000, or so much of the sum as may be 
necessary, to the tax commissioner for the purpose of paying the state reimbursement 
under the homestead tax credit, for the biennium beginning July 1, 2023, and ending 
June 30, 2025. 

SECTION 13. EFFECTIVE DATE. Sections 4, 6, 7, 8, and 10 of this Act are 
effective for taxable years beginning after December 31, 2022." 

Renumber accordingly 
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REPORT OF STANDING COMMITTEE
HB 1158: Finance and Taxation Committee (Sen. Kannianen, Chairman) recommends 

AMENDMENTS AS FOLLOWS and when so amended, recommends  DO PASS 
and  BE REREFERRED to the  Appropriations Committee (6 YEAS, 0 NAYS, 0 
ABSENT AND NOT VOTING).  HB  1158  was  placed  on  the  Sixth  order  on  the 
calendar. This bill affects workforce development. 

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and 
reenact subsection 3 of section 15.1-27-02, sections 15.1-27-04.1 and 15.1-27-04.2, 
subsection 1 of section 57-02-08.1, sections 57-15-01 and 57-15-01.1, subsection 1 
of section 57-15-14, section 57-15-14.2, subdivision c of subsection 1 of section 
57-20-07.1, and subsection 1 of section 57-38-30.3 of the North Dakota Century 
Code, relating to the determination of state aid payments, the homestead tax credit, 
information displayed on property tax statements, school district levy authority, and 
exempting taxable income in the first income bracket from taxation for individuals, 
estates, and trusts; to repeal sections 15.1-27-04.3, 15.1-27-15.1, and 15.1-27-20.2 
of the North Dakota Century Code, relating to adjustments to state aid payments; to 
provide an appropriation; and to provide an effective date.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 3 of section 15.1-27-02 of the North 
Dakota Century Code is amended and reenacted as follows:

3. On or before December fifteenth, each school district shall file with the 
superintendent of public instruction the taxable valuation and mill levy 
certifications, which must be separated by property classification. If a 
district fails to file the taxable valuation and mill levy certifications by the 
required date, the superintendent of public instruction may not forward to 
the district any state aid payments to which the district is entitled, until the 
taxable valuation and mill levy certifications are filed.

SECTION 2. AMENDMENT. Section 15.1-27-04.1 of the North Dakota 
Century Code is amended and reenacted as follows:

15.1-27-04.1. Baseline funding - Establishment - Determination of state 
aid. (Effective through June 30, 2025)

1. To determine the amount of state aid payable to each district, the 
superintendent of public instruction shall establish each district's baseline 
funding. A district's baseline funding consists of:

a. All state aid received by the district in accordance with chapter 
15.1-27 during the 2018-19 school year;

b. An amount equal to the property tax deducted by the superintendent 
of public instruction to determine the 2018-19 state aid payment;

c. An amount equal to seventy-five percent of the revenue received by 
the school district during the 2017-18 school year for the following 
revenue types:

(1) Revenue reported under code 2000 of the North Dakota school 
district financial accounting and reporting manual, as 
developed by the superintendent of public instruction in 
accordance with section 15.1-02-08;

(2) Mineral revenue received by the school district through direct 
allocation from the state treasurer and not reported under code 
2000 of the North Dakota school district financial accounting 
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and reporting manual, as developed by the superintendent of 
public instruction in accordance with section 15.1-02-08;

(3) Tuition reported under code 1300 of the North Dakota school 
district financial accounting and reporting manual, as 
developed by the superintendent of public instruction in 
accordance with section 15.1-02-08, with the exception of 
revenue received specifically for the operation of an 
educational program provided at a residential treatment facility, 
tuition received for the provision of an adult farm management 
program, and beginning in the 2021-22 school year, seventeen 
percent of tuition received under an agreement to educate 
students from a school district on an air force base with funding 
received through federal impact aid, and an additional 
seventeen percent of tuition received under an agreement to 
educate students from a school district on an air force base 
with funding received through federal impact aid each school 
year thereafter, until the 2024-25 school year when sixty-eight 
percent of tuition received under an agreement to educate 
students from a school district on an air force base with funding 
received through federal impact aid must be excluded from the 
tuition calculation under this paragraph;

(4) Revenue from payments in lieu of taxes on the distribution and 
transmission of electric power;

(5) Revenue from payments in lieu of taxes on electricity 
generated from sources other than coal; and

(6) Revenue from the leasing of land acquired by the United 
States for which compensation is allocated to the state under 
33 U.S.C. 701(c)(3);

d. An amount equal to the total revenue received by the school district 
during the 2017-18 school year for the following revenue types:

(1) Mobile home tax revenue;

(2) Telecommunications tax revenue; and

(3) Revenue from payments in lieu of taxes and state 
reimbursement of the homestead credit and disabled veterans 
credit; and

e. Beginning with the 2020-21 school year, the superintendent shall 
reduce the baseline funding for any school district that becomes an 
elementary district pursuant to section 15.1-07-27 after the 2012-13 
school year. The reduction must be proportional to the number of 
weighted student units in the grades that are offered through another 
school district relative to the total number of weighted student units 
the school district offered in the year before the school district 
became an elementary district. The reduced baseline funding applies 
to the calculation of state aid for the first school year in which the 
school district becomes an elementary district and for each year 
thereafter. For districts that become an elementary district prior to 
the 2020-21 school year, the superintendent shall use the reduced 
baseline funding to calculate state aid for the 2020-21 school year 
and for each year thereafter.

2. a. The superintendent shall divide the district's baseline funding 
determined in subsection 1 by the district's 2017-18 weighted 
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student units to determine the district's baseline funding per 
weighted student unit.

b. For any school district that becomes an elementary district pursuant 
to section 15.1-07-27 after the 2017-18 school year, the 
superintendent shall adjust the district's baseline funding per 
weighted student unit used to calculate state aid. The superintendent 
shall divide the district's baseline funding determined in subsection 1 
by the district's weighted student units after the school district 
becomes an elementary district to determine the district's adjusted 
baseline funding per weighted student unit. The superintendent shall 
use the district's adjusted baseline funding per weighted student unit 
in the calculation of state aid for the first school year in which the 
school district becomes an elementary district and for each year 
thereafter.

c. Beginning with the 2021-22 school year and for each school year 
thereafter, the superintendent shall reduce the district's baseline 
funding per weighted student unit. Each year the superintendent 
shall calculate the amount by which the district's baseline funding 
per weighted student unit exceeds the payment per weighted student 
unit provided in subsection 3. The superintendent shall reduce the 
district's baseline funding per weighted student unit by fifteen 
percent of the amount by which the district's baseline funding per 
weighted student unit exceeds the payment per weighted student 
unit for the 2021-22 school year. For each year thereafter, the 
reduction percentage is increased by an additional fifteen percent. 
However, the district's baseline funding per weighted student unit, 
after the reduction, may not be less than the payment per weighted 
student unit provided in subsection 3.

3. a. For the 2021-22 school year, the superintendent shall calculate state 
aid as the greater of:

(1) The district's weighted student units multiplied by ten thousand 
one hundred thirty-six dollars;

(2) One hundred two percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, 
multiplied by the district's weighted student units, not to exceed 
the district's 2017-18 baseline weighted student units, plus any 
weighted student units in excess of the 2017-18 baseline 
weighted student units multiplied by ten thousand one hundred 
thirty-six dollars; or

(3) The district's baseline funding as established in subsection 1 
less the amount in paragraph 1, with the difference reduced by 
fifteen percent and then the difference added to the amount 
determined in paragraph 1.

b. For the 2022-23 school year and each school year thereafter, the 
superintendent shall calculate state aid as the greater of:

(1) The district's weighted student units multiplied by ten thousand 
two hundred thirty-seven dollars;

(2) One hundred two percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, 
multiplied by the district's weighted student units, not to exceed 
the district's 2017-18 baseline weighted student units, plus any 
weighted student units in excess of the 2017-18 baseline 
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weighted student units multiplied by ten thousand two hundred 
thirty-seven dollars; or

(3) The district's baseline funding as established in subsection 1 
less the amount in paragraph 1, with the difference reduced by 
thirty percent for the 2022-23 school year and the reduction 
percentage increasing by fifteen percent each school year 
thereafter until the difference is reduced to zero, and then the 
difference added to the amount determined in paragraph 1.

c. The superintendent also shall adjust state aid determined in this 
subsection to ensure the amount does not exceed the transition 
maximum as follows:

(1) For the 2021-22 school year, the transition maximum rate is 
one hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, 
multiplied by the district's weighted student units from the 
previous school year.

(2) For the 2022-23 school year, the transition maximum rate is 
one hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, 
multiplied by the district's weighted student units from the 
previous school year.

(3) For the 2023-24 school year, the transition maximum rate is 
one hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus 
twenty percent of the difference between the rate under 
paragraph 1 of subdivision b of this subsection and 
one hundred ten percent of the district's baseline funding per 
weighted student unit. The transition maximum is determined 
by multiplying the transition maximum rate, which may not 
exceed the rate under paragraph 1 of subdivision b of this 
subsection, by the district's weighted student units from the 
previous school year.

(4) For the 2024-25 school year, the transition maximum rate is 
one hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus forty 
percent of the difference between the rate under paragraph 1 
of subdivision b of this subsection and one hundred ten percent 
of the district's baseline funding per weighted student unit. The 
transition maximum is determined by multiplying the transition 
maximum rate, which may not exceed the rate under 
paragraph 1 of subdivision b of this subsection, by the district's 
weighted student units from the previous school year.

(5) For the 2025-26 school year, the transition maximum rate is 
one hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus sixty 
percent of the difference between the rate under paragraph 1 
of subdivision b of this subsection and one hundred ten percent 
of the district's baseline funding per weighted student unit. The 
transition maximum is determined by multiplying the transition 
maximum rate, which may not exceed the rate under 
paragraph 1 of subdivision b of this subsection, by the district's 
weighted student units from the previous school year.
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(6) For the 2026-27 school year, the transition maximum rate is 
one hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus 
eighty percent of the difference between the rate under 
paragraph 1 of subdivision b of this subsection and 
one hundred ten percent of the district's baseline funding per 
weighted student unit. The transition maximum is determined 
by multiplying the transition maximum rate, which may not 
exceed the rate under paragraph 1 of subdivision b of this 
subsection, by the district's weighted student units from the 
previous school year.

4. After determining the product in accordance with subsection 3, the 
superintendent of public instruction shall:

a. Subtract an amount equal to sixty mills multiplied by the taxable 
valuation of the school district, except the amount in dollars 
subtracted for purposes of this subdivision may not exceed the 
previous year's amount in dollars subtracted for purposes of this 
subdivision by more than twelve percent, adjusted pursuant to 
section 15.1-27-04.3; and

b. Subtract an amount equal to seventy-five percent of all revenue 
types listed in subdivisions c and d of subsection 1. Before 
determining the deduction for seventy-five percent of all revenue 
types, the superintendent of public instruction shall adjust revenues 
as follows:

(1) Tuition revenue shall be adjusted as follows:

(a) In addition to deducting tuition revenue received 
specifically for the operation of an educational program 
provided at a residential treatment facility, tuition revenue 
received for the provision of an adult farm management 
program, and tuition received under an agreement to 
educate students from a school district on an air force 
base with funding received through federal impact aid as 
directed each school year in paragraph 3 of subdivision c 
of subsection 1, the superintendent of public instruction 
also shall reduce the total tuition reported by the school 
district by the amount of tuition revenue received for the 
education of students not residing in the state and for 
which the state has not entered a cross-border education 
contract; and

(b) The superintendent of public instruction also shall reduce 
the total tuition reported by admitting school districts 
meeting the requirements of subdivision e of subsection 2 
of section 15.1-29-12 by the amount of tuition revenue 
received for the education of students residing in an 
adjacent school district.

(2) After adjusting tuition revenue as provided in paragraph 1, the 
superintendent shall reduce all remaining revenues from all 
revenue types by the percentage of mills levied in 2020 by the 
school district for sinking and interest relative to the total mills 
levied in 2020 by the school district for all purposes.

5. The amount remaining after the computation required under subsection 4 
is the amount of state aid to which a school district is entitled, subject to 
any other statutory requirements or limitations.
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6. On or before June thirtieth of each year, the school board shall certify to 
the superintendent of public instruction the final average daily 
membership for the current school year.

7. For purposes of the calculation in subsection 4, each county auditor, in 
collaboration with the school districts, shall report the following to the 
superintendent of public instruction on an annual basis:

a. The amount of revenue received by each school district in the county 
during the previous school year for each type of revenue identified in 
subdivisions c and d of subsection 1;

b. The total number of mills levied in the previous calendar year by 
each school district for all purposes; and

c. The number of mills levied in the previous calendar year by each 
school district for sinking and interest fund purposes.

Baseline funding - Establishment - Determination of state aid. (Effective 
after June 30, 2025)

1. To determine the amount of state aid payable to each district, the 
superintendent of public instruction shall establish each district's baseline 
funding. A district's baseline funding consists of:

a. All state aid received by the district in accordance with chapter 
15.1-27 during the 2018-19 school year;

b. An amount equal to the property tax deducted by the superintendent 
of public instruction to determine the 2018-19 state aid payment;

c. An amount equal to seventy-five percent of the revenue received by 
the school district during the 2017-18 school year for the following 
revenue types:

(1) Revenue reported under code 2000 of the North Dakota school 
district financial accounting and reporting manual, as 
developed by the superintendent of public instruction in 
accordance with section 15.1-02-08;

(2) Mineral revenue received by the school district through direct 
allocation from the state treasurer and not reported under code 
2000 of the North Dakota school district financial accounting 
and reporting manual, as developed by the superintendent of 
public instruction in accordance with section 15.1-02-08;

(3) Tuition reported under code 1300 of the North Dakota school 
district financial accounting and reporting manual, as 
developed by the superintendent of public instruction in 
accordance with section 15.1-02-08, with the exception of 
revenue:

(a) Revenue received specifically for the operation of an 
educational program provided at a residential treatment 
facility, tuition;

(b) Tuition received for the provision of an adult farm 
management program,; and beginning

(c) Beginning in the:
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[1] 2023  -  24 school year, fifty  -  one percent of tuition   
received under an agreement to educate students 
from a school district on an air force base with 
funding received through federal impact aid;

[2] 2024  -  25 school year, sixty  -  eight percent of tuition   
received under an agreement to educate students 
from a school district on an air force base with 
funding received through federal impact aid;

[3] 2025-26 school year, eighty-five percent of tuition 
received under an agreement to educate students 
from a school district on an air force base with 
funding received through federal impact aid, until 
the; and

[4] 2026-27 school year, and each school year 
thereafter, when all tuition received under an 
agreement to educate students from a school 
district on an air force base with funding received 
through federal impact aid must be excluded from 
the tuition calculation under this paragraph;

(4) Revenue from payments in lieu of taxes on the distribution and 
transmission of electric power;

(5) Revenue from payments in lieu of taxes on electricity 
generated from sources other than coal; and

(6) Revenue from the leasing of land acquired by the United 
States for which compensation is allocated to the state under 
33 U.S.C. 701(c)(3); and

d. An amount equal to the total revenue received by the school district 
during the 2017-18 school year for the following revenue types:

(1) Mobile home tax revenue;

(2) Telecommunications tax revenue; and

(3) Revenue from payments in lieu of taxes and state 
reimbursement of the homestead credit and disabled veterans 
credit.; and

e. Beginning with the 2020-21 school year, the superintendent shall 
reduce the baseline funding for any school district that becomes an 
elementary district pursuant to section 15.1-07-27 after the 2012-13 
school year. The reduction must be proportional to the number of 
weighted student units in the grades that are offered through another 
school district relative to the total number of weighted student units 
the school district offered in the year before the school district 
became an elementary district. The reduced baseline funding applies 
to the calculation of state aid for the first school year in which the 
school district becomes an elementary district and for each year 
thereafter. For districts that become an elementary district prior to 
the 2020-21 school year, the superintendent shall use the reduced 
baseline funding to calculate state aid for the 2020-21 school year 
and for each year thereafter.

2. a. The superintendent shall divide the district's baseline funding 
determined in subsection 1 by the district's 2017-18 weighted 
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student units to determine the district's baseline funding per 
weighted student unit.

b. For any school district that becomes an elementary district pursuant 
to section 15.1-07-27 after the 2017-18 school year, the 
superintendent shall adjust the district's baseline funding per 
weighted student unit used to calculate state aid. The superintendent 
shall divide the district's baseline funding determined in subsection 1 
by the district's weighted student units after the school district 
becomes an elementary district to determine the district's adjusted 
baseline funding per weighted student unit. The superintendent shall 
use the district's adjusted baseline funding per weighted student unit 
in the calculation of state aid for the first school year in which the 
school district becomes an elementary district and for each year 
thereafter.

c. Beginning with the 2021-22 school year and for each school year 
thereafter, the superintendent shall reduce the district's baseline 
funding per weighted student unit. Each year the superintendent 
shall calculate the amount by which the district's baseline funding 
per weighted student unit exceeds the payment per weighted student 
unit provided in subsection 3. The superintendent shall reduce the 
district's baseline funding per weighted student unit by fifteen 
percent of the amount by which the district's baseline funding per 
weighted student unit exceeds the payment per weighted student 
unit for the 2021-22 school year. For each year thereafter, the 
reduction percentage is increased by an additional fifteen percent. 
However, the district's baseline funding per weighted student unit, 
after the reduction, may not be less than the payment per weighted 
student unit provided in subsection 3.

3. a. For the 2021-22 school year, the superintendent shall calculate state 
aid as the greater of:

(1) The district's weighted student units multiplied by ten thousand 
one hundred thirty-six dollars;

(2) One hundred two percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, 
multiplied by the district's weighted student units, not to exceed 
the district's 2017-18 baseline weighted student units, plus any 
weighted student units in excess of the 2017-18 baseline 
weighted student units multiplied by ten thousand one hundred 
thirty-six dollars; or

(3) The district's baseline funding as established in subsection 1 
less the amount in paragraph 1, with the difference reduced by 
fifteen percent and then the difference added to the amount 
determined in paragraph 1.

b. For the 2022-23 school year and each school year thereafter, the 
superintendent shall calculate state aid as the greater of:

(1) The district's weighted student units multiplied by ten thousand 
two hundred thirty-seven dollars;

(2) One hundred two percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, 
multiplied by the district's weighted student units, not to exceed 
the district's 2017-18 baseline weighted student units, plus any 
weighted student units in excess of the 2017-18 baseline 
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weighted student units multiplied by ten thousand two hundred 
thirty-seven dollars; or

(3) The district's baseline funding as established in subsection 1 
less the amount in paragraph 1, with the difference reduced by 
thirty percent for the 2022-23 school year and the reduction 
percentage increasing by fifteen percent each school year 
thereafter until the difference is reduced to zero, and then the 
difference added to the amount determined in paragraph 1.

c. The superintendent also shall adjust state aid determined in this 
subsection to ensure the amount does not exceed the transition 
maximum as follows:

(1) For the 2021-22 school year, the transition maximum rate is 
one hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, 
multiplied by the district's weighted student units from the 
previous school year.

(2) For the 2022-23 school year, the transition maximum rate is 
one hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, 
multiplied by the district's weighted student units from the 
previous school year.

(3) For the 2023-24 school year, the transition maximum rate is 
one hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus 
twenty percent of the difference between the rate under 
paragraph 1 of subdivision b of this subsection and 
one hundred ten percent of the district's baseline funding per 
weighted student unit. The transition maximum is determined 
by multiplying the transition maximum rate, which may not 
exceed the rate under paragraph 1 of subdivision b of this 
subsection, by the district's weighted student units from the 
previous school year.

(4)(2) For the 2024-25 school year, the transition maximum rate is 
one hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus forty 
percent of the difference between the rate under paragraph 1 
of subdivision b of this subsection and one hundred ten percent 
of the district's baseline funding per weighted student unit. The 
transition maximum is determined by multiplying the transition 
maximum rate, which may not exceed the rate under 
paragraph 1 of subdivision b of this subsection, by the district's 
weighted student units from the previous school year.

(5)(3) For the 2025-26 school year, the transition maximum rate is 
one hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus sixty 
percent of the difference between the rate under paragraph 1 
of subdivision b of this subsection and one hundred ten percent 
of the district's baseline funding per weighted student unit. The 
transition maximum is determined by multiplying the transition 
maximum rate, which may not exceed the rate under 
paragraph 1 of subdivision b of this subsection, by the district's 
weighted student units from the previous school year.
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(6)(4) For the 2026-27 school year, the transition maximum rate is 
one hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus 
eighty percent of the difference between the rate under 
paragraph 1 of subdivision b of this subsection and 
one hundred ten percent of the district's baseline funding per 
weighted student unit. The transition maximum is determined 
by multiplying the transition maximum rate, which may not 
exceed the rate under paragraph 1 of subdivision b of this 
subsection, by the district's weighted student units from the 
previous school year.

4. After determining the product in accordance with subsection 3, the 
superintendent of public instruction shall:

a. Subtract an amount equal to sixtythe sum of:

(1) Forty mills multiplied by the taxable valuation of residential, 
agricultural, and commercial property in the school district. For 
purposes of this paragraph, "taxable valuation" means, for 
taxable year 2023, the 2022 taxable valuation of the school 
district, and for taxable year 2024 and each year thereafter, the 
2022 taxable valuation increased by five percent per year, or 
the actual increase in taxable valuation, as compared to the 
previous year's taxable valuation calculation, whichever is less, 
beginning with taxable year 2024 and each year thereafter; and

(2) Sixty mills multiplied by the taxable valuation of centrally 
assessed property in the school district; and

b. Subtract an amount equal to seventy-five percent of all revenue 
types listed in subdivisions c and d of subsection 1. Before 
determining the deduction for seventy-five percent of all revenue 
types, the superintendent of public instruction shall adjust revenues 
as follows:

(1) Tuition revenue shall be adjusted as follows:

(a) In addition to deducting tuition revenue received 
specifically for the operation of an educational program 
provided at a residential treatment facility, tuition revenue 
received for the provision of an adult farm management 
program, and tuition received under an agreement to 
educate students from a school district on an air force 
base with funding received through federal impact aid as 
directed each school year in paragraph 3 of subdivision c 
of subsection 1, the superintendent of public instruction 
also shall reduce the total tuition reported by the school 
district by the amount of tuition revenue received for the 
education of students not residing in the state and for 
which the state has not entered a cross-border education 
contract; and

(b) The superintendent of public instruction also shall reduce 
the total tuition reported by admitting school districts 
meeting the requirements of subdivision e of subsection 2 
of section 15.1-29-12 by the amount of tuition revenue 
received for the education of students residing in an 
adjacent school district.
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(2) After adjusting tuition revenue as provided in paragraph 1, the 
superintendent shall reduce all remaining revenues from all 
revenue types by the percentage of mills levied in 20202022 by 
the school district for sinking and interest relative to the total 
mills levied in 20202022 by the school district for all purposes.

5. The amount remaining after the computation required under subsection 4 
is the amount of state aid to which a school district is entitled, subject to 
any other statutory requirements or limitations.

6. On or before June thirtieth of each year, the school board shall certify to 
the superintendent of public instruction the final average daily 
membership for the current school year.

7. For purposes of the calculation in subsection 4, each county auditor, in 
collaboration with the school districts, shall report the following to the 
superintendent of public instruction on an annual basis:

a. The amount of revenue received by each school district in the county 
during the previous school year for each type of revenue identified in 
subdivisions c and d of subsection 1;

b. The total number of mills levied in the previous calendar year by 
each school district for all purposes, separated by property 
classification; and

c. The number of mills levied in the previous calendar year by each 
school district for sinking and interest fund purposes, separated by 
property classification.

SECTION 3. AMENDMENT. Section 15.1-27-04.2 of the North Dakota 
Century Code is amended and reenacted as follows:

15.1-27-04.2. State aid - Minimum local effort - Determination.

If a district's taxable valuation per student is less than twenty percent of the 
state average valuation per student, the superintendent of public instruction, for 
purposes of determining state aid in accordance with subsection     4 of   section 
15.1-27-04.1, shall utilize an amount equal to sixtydeduct the sum of the following:

1. Forty mills times twenty percent of the state average valuation of 
residential, agricultural, and commercial property per student multiplied 
by the number of weighted student units in the district; and

2. Sixty mills times twenty percent of the state average valuation of centrally 
assessed property per student multiplied by the number of weighted 
student units in the district.

SECTION 4. AMENDMENT. Subsection 1 of section 57-02-08.1 of the North 
Dakota Century Code is amended and reenacted as follows:

1. a. Any person sixty-five years of age or older or permanently and totally 
disabled, in the year in which the tax was levied, with an income that 
does not exceed the limitations of subdivision c is entitled to receive 
a reduction in the assessment on the taxable valuation on the 
person's homestead. An exemption under this subsection applies 
regardless of whether the person is the head of a family.

b. The exemption under this subsection continues to apply if the person 
does not reside in the homestead and the person's absence is due 
to confinement in a nursing home, hospital, or other care facility, for 
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as long as the portion of the homestead previously occupied by the 
person is not rented to another person.

c. The exemption must be determined according to the following 
schedule:

(1) If the person's income is not in excess of twenty-twofifty 
thousand dollars, a reduction of one hundred percent of the 
taxable valuation of the person's homestead up to a maximum 
reduction of fivenine thousand six hundred twenty-five dollars 
of taxable valuation.

(2) If the person's income is in excess of twenty-twofifty thousand 
dollars and not in excess of twenty-sixseventy-five thousand 
dollars, a reduction of eightyfifty percent of the taxable 
valuation of the person's homestead up to a maximum 
reduction of four thousand five hundred dollars of taxable 
valuation.

(3) If the person's income is in excess of twenty-six thousand 
dollars and not in excess of thirty thousand dollars, a reduction 
of sixty percent of the taxable valuation of the person's 
homestead up to a maximum reduction of three thousand three 
hundred seventy-five dollars of taxable valuation.

(4) If the person's income is in excess of thirty thousand dollars 
and not in excess of thirty-four thousand dollars, a reduction of 
forty percent of the taxable valuation of the person's 
homestead up to a maximum reduction of two thousand two 
hundred fifty dollars of taxable valuation.

(5) If the person's income is in excess of thirty-four thousand 
dollars and not in excess of thirty-eight thousand dollars, a 
reduction of twenty percent of the taxable valuation of the 
person's homestead up to a maximum reduction of one 
thousand one hundred twenty-five dollars of taxable valuation.

(6) If the person's income is in excess of thirty-eight thousand 
dollars and not in excess of forty-two thousand dollars, a 
reduction of ten percent of the taxable valuation of the person's 
homestead up to a maximum reduction of five hundred 
sixty-three dollars of taxable valuation.

d. Persons residing together, as spouses or when one or more is a 
dependent of another, are entitled to only one exemption between or 
among them under this subsection. Persons residing together, who 
are not spouses or dependents, who are co-owners of the property 
are each entitled to a percentage of a full exemption under this 
subsection equal to their ownership interests in the property.

e. This subsection does not reduce the liability of any person for special 
assessments levied upon any property.

f. Any person claiming the exemption under this subsection shall sign 
a verified statement of facts establishing the person's eligibility. Any 
income information contained in the statement of facts is a 
confidential record.

g. A person is ineligible for the exemption under this subsection if the 
value of the assets of the person and any dependent residing with 
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the person exceeds five hundred thousand dollars, including the 
value of any assets divested within the last three years.

h. The assessor shall attach the statement filed under subdivision f to 
the assessment sheet and shall show the reduction on the 
assessment sheet.

i.h. An exemption under this subsection terminates at the end of the 
taxable year of the death of the applicant.

i. A person who is eligible for an exemption under this subsection is 
eligible to receive a full or partial exemption under this subsection 
based on the date of submission of the verified statement of facts 
required under subdivision     f. If the person submits the verified   
statement of facts:

(1) By February first of the current taxable year, the person is 
eligible for the full exemption under this subsection.

(2) After February first of the current taxable year and no later than 
November fifth of the current taxable year, the person is eligible 
to receive a pro rata share of the exemption under this 
subsection. To claim a pro rata share of the exemption under 
this subsection, the person shall submit the verified statement 
of facts by the fifth day of the month preceding the first full 
month of the prorated exemption. The tax commissioner shall 
calculate the pro rata share of the exemption based on the 
number of months remaining in the taxable year, beginning the 
month after the verified statement of facts is timely submitted.

SECTION 5. AMENDMENT. Section 57-15-01 of the North Dakota Century 
Code is amended and reenacted as follows:

57-15-01. Levy in specific amounts - Exceptions.

With the exception of special assessment taxes and such general taxes as 
may be definitely fixed by law, all state, county, city, township, school district, and 
park district taxes must be levied or voted in specific amounts of money. For 
purposes of communicating with the public and comparing the amount levied in the 
current taxable year to the amount levied in the preceding taxable year, taxing 
districts shall express levies in terms of dollars rather than mills.

SECTION 6. AMENDMENT. Section 57-15-01.1 of the North Dakota Century 
Code is amended and reenacted as follows:

57-15-01.1. Protection of taxpayers and taxing districts.

Each taxing district may levy the lesser of the amount in dollars as certified in 
the budget of the governing body, or the amount in dollars as allowed in this section, 
subject to the following:

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

2. For purposes of this section:

a. "Base year" means the taxing district's taxable year with the highest 
amount levied in dollars in property taxes of the three taxable years 
immediately preceding the budget year;.
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b. "Budget year" means the taxing district's year for which the levy is 
being determined under this section;.

c. "Calculated mill rate" means the mill rate that results from dividing 
the base year taxes levied by the sum of the taxable value of the 
taxable property in the base year plus the taxable value of the 
property exempt by local discretion or charitable status, calculated in 
the same manner as the taxable property; and.

d. "Property exempt by local discretion or charitable status" means 
property exempted from taxation as new or expanding businesses 
under chapter 40-57.1; improvements to property under 
chapter 57-02.2; or buildings belonging to institutions of public 
charity, new single-family residential or townhouse or condominium 
property, property used for early childhood services, or pollution 
abatement improvements under section 57-02-08.

e. "Taxing district" means any political subdivision, other than a school 
district, empowered by law to levy taxes.

3. A taxing district may elect to levy the amount levied in dollars in the base 
year. Any levy under this section must be specifically approved by a 
resolution approved by the governing body of the taxing district. Before 
determining the levy limitation under this section, the dollar amount levied 
in the base year must be:

a. Reduced by an amount equal to the sum determined by application 
of the base year's calculated mill rate for that taxing district to the 
final base year taxable valuation of any taxable property and 
property exempt by local discretion or charitable status which is not 
included in the taxing district for the budget year but was included in 
the taxing district for the base year.

b. Increased by an amount equal to the sum determined by the 
application of the base year's calculated mill rate for that taxing 
district to the final budget year taxable valuation of any taxable 
property or property exempt by local discretion or charitable status 
which was not included in the taxing district for the base year but 
which is included in the taxing district for the budget year.

c. Reduced to reflect expired temporary mill levy increases authorized 
by the electors of the taxing district. For purposes of this subdivision, 
an expired temporary mill levy increase does not include a school 
district general fund mill rate exceeding one hundred ten mills which 
has expired or has not received approval of electors for an extension 
under subsection 2 of section 57-64-03.

d. Reduced by the amount of state aid under chapter 15.1-27, which is 
determined by multiplying the budget year taxable valuation of the 
school district by the lesser of the base year mill rate of the school 
district minus sixty mills or fifty mills, if the base year is a taxable 
year before 2013.

4. In addition to any other levy limitation factor under this section, a taxing 
district may increase its levy in dollars to reflect new or increased mill 
levies authorized by the legislative assembly or authorized by the 
electors of the taxing district.

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

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

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

6. A school district choosing to determine its levy authority under this 
section may apply subsection 3 only to the amount in dollars levied for 
general fund purposes under section 57-15-14 or, if the levy in the base 
year included separate general fund and special fund levies under 
sections 57-15-14 and 57-15-14.2, the school district may apply 
subsection 3 to the total amount levied in dollars in the base year for both 
the general fund and special fund accounts. School district levies under 
any section other than section 57-15-14 may be made within applicable 
limitations but those levies are not subject to subsection 3.

7. Optional levies under this section may be used by any city or county that 
has adopted a home rule charter unless the provisions of the charter 
supersede state laws related to property tax levy limitations.

SECTION 7. AMENDMENT. Subsection 1 of section 57-15-14 of the North 
Dakota Century Code is amended and reenacted as follows:

1. Unless authorized by the electors of the school district in accordance with 
this section, a school district may not impose greater levies than those 
permitted under section 57-15-14.2.

a. In any school district having a total population in excess of four 
thousand according to the last federal decennial census there may 
be levied any specific number of mills that upon resolution of the 
school board has been submitted to and approved by a majority of 
the qualified electors voting upon the question at any regular or 
special school district election.

b. In any school district having a total population of fewer than four 
thousand, there may be levied any specific number of mills that upon 
resolution of the school board has been approved by fifty-five 
percent of the qualified electors voting upon the question at any 
regular or special school election.

c. After June 30, 2009, in any school district election for approval by 
electors of increased levy authority under subsection 1 or 2, the 
ballot must specify the number of mills proposed for approval, and 
the number of taxable years for which that approval is to apply. After 
June 30, 2009, approval by electors of increased levy authority 
under subsection 1 or 2 may not be effective for more than ten 
taxable years.

d. The authority for a levy of up to a specific number of mills under this 
section approved by electors of a school district before July 1, 2009, 
is terminated effective for taxable years after 2015. If the electors of 
a school district subject to this subsection have not approved a levy 
for taxable years after 2015 of up to a specific number of mills under 
this section by December 31, 2015, the school district levy limitation 
for subsequent years is subject to the limitations under section 
57-15-01.1 or this section.

e. For taxable years beginning after 2012:
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(1) The authority for a levy of up to a specific number of mills, 
approved by electors of a school district for any period of time 
that includes a taxable year before 2009, must be reduced by 
one hundred fifteen mills as a precondition of receiving state 
aid in accordance with chapter 15.1-27.

(2) The authority for a levy of up to a specific number of mills, 
approved by electors of a school district for any period of time 
that does not include a taxable year before 2009, must be 
reduced by forty mills as a precondition of receiving state aid in 
accordance with chapter 15.1-27.

(3) The authority for a levy of up to a specific number of mills, 
placed on the ballot in a school district election for electoral 
approval of increased levy authority under subdivision a or b, 
after June 30, 20132022, must be stated as a specific number 
of mills of general fund levy authority and must include a 
statement that the statutory school district general fund levy 
limitation is seventyfifty mills on the dollar of the taxable 
valuation of residential, agricultural, and commercial property in 
the school district and seventy mills on the dollar of taxable 
valuation of centrally assessed property in the school district.

f. The authority for an unlimited levy approved by electors of a school 
district before July 1, 2009, is terminated effective for taxable years 
after 2015. If the electors of a school district subject to this 
subsection have not approved a levy of up to a specific number of 
mills under this section by December 31, 2015, the school district 
levy limitation for subsequent years is subject to the limitations under 
section 57-15-01.1 or this section.

SECTION 8. AMENDMENT. Section 57-15-14.2 of the North Dakota Century 
Code is amended and reenacted as follows:

57-15-14.2. School district levies. (Effective for taxable years through 
December 31, 2024)

1. The board of a school district may levy a tax not exceeding the amount in 
dollars that the school district levied for the prior year, plus twelve percent 
and the dollar amount of the adjustment required in section 15.1-27-04.3, 
up to a levy of seventy mills on the taxable valuation of the district, for 
any purpose related to the provision of educational services. The 
proceeds of this levy must be deposited into the school district's general 
fund and used in accordance with this subsection. The proceeds may not 
be transferred into any other fund.

2. The board of a school district may levy no more than twelve mills on the 
taxable valuation of the district, for miscellaneous purposes and 
expenses. The proceeds of this levy must be deposited into a special 
fund known as the miscellaneous fund and used in accordance with this 
subsection. The proceeds may not be transferred into any other fund.

3. The board of a school district may levy no more than three mills on the 
taxable valuation of the district for deposit into a special reserve fund, in 
accordance with chapter 57-19.

4. The board of a school district may levy no more than the number of mills 
necessary, on the taxable valuation of the district, for the payment of 
tuition, in accordance with section 15.1-29-15. The proceeds of this levy 
must be deposited into a special fund known as the tuition fund and used 
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in accordance with this subsection. The proceeds may not be transferred 
into any other fund.

5. The board of a school district may levy no more than five mills on the 
taxable valuation of the district, pursuant to section 57-15-15.1, for 
purposes of developing a school safety plan in accordance with section 
15.1-09-60. The proceeds of this levy must be deposited into a special 
fund known as the school safety plan fund and used in accordance with 
this subsection.

6. Nothing in this section limits the board of a school district from levying:

a. Mills for a building fund, as permitted in sections 15.1-09-49 and 
57-15-16; and

b. Mills necessary to pay principal and interest on the bonded debt of 
the district, including the mills necessary to pay principal and interest 
on any bonded debt incurred under section 57-15-17.1 before July 1, 
2013.

School district levies. (Effective for taxable years beginning after 
December 31, 2024)

1. a. The board of a school district may levy a tax not exceedingfor the 
school district's local contribution to the costs of education which 
may not exceed the amount in dollars that the school district levied 
for the prior year, plus twelve percent, up towould be generated by a 
levy of seventy:

(1) Forty mills on the taxable valuation of residential, agricultural, 
and commercial property in the district, for any purpose related 
to the provision of educational services. For purposes of this 
paragraph, "taxable valuation" means, for taxable year 2023, 
the 2022 taxable valuation of the school district, and for taxable 
year 2024 and each year thereafter, the 2022 taxable valuation 
increased by five percent per year, or the actual increase in 
taxable valuation, as compared to the previous year's taxable 
valuation calculation, whichever is less, beginning with taxable 
year 2024 and each year thereafter.

(2) Sixty mills on the taxable valuation of centrally assessed 
property in the district.

b. The proceeds of this levy must be deposited into the school district's 
general fund and may be used in accordance with this subsectionfor 
any purposes related to the provision of educational services. The 
proceeds may not be transferred into any other fund.

2. The board of a school district may levy no more than ten mills on the 
taxable valuation of the district, for any purpose related to the provision of 
educational services. The proceeds of this levy must be deposited into 
the school district's general fund and used in accordance with this 
subsection. The proceeds may not be transferred into any other fund.

3. The board of a school district may levy no more than twelve mills on the 
taxable valuation of the district, for miscellaneous purposes and 
expenses. The proceeds of this levy must be deposited into a special 
fund known as the miscellaneous fund and used in accordance with this 
subsection. The proceeds may not be transferred into any other fund.
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3.4. The board of a school district may levy no more than three mills on the 
taxable valuation of the district for deposit into a special reserve fund, in 
accordance with chapter 57-19.

4.5. The board of a school district may levy no more than the number of mills 
necessary, on the taxable valuation of the district, for the payment of 
tuition, in accordance with section 15.1-29-15. The proceeds of this levy 
must be deposited into a special fund known as the tuition fund and used 
in accordance with this subsection. The proceeds may not be transferred 
into any other fund.

5.6. The board of a school district may levy no more than five mills on the 
taxable valuation of the district, pursuant to section 57-15-15.1, for 
purposes of developing a school safety plan in accordance with section 
15.1-09-60. The proceeds of this levy must be deposited into a special 
fund known as the school safety plan fund and used in accordance with 
this subsection.

6.7. Nothing in this section limits the board of a school district from levying:

a. Mills for a building fund, as permitted in sections 15.1-09-49 and 
57-15-16; and

b. Mills necessary to pay principal and interest on the bonded debt of 
the district, including the mills necessary to pay principal and interest 
on any bonded debt incurred under section 57-15-17.1 before July 1, 
2013.

SECTION 9. AMENDMENT. Subdivision c of subsection 1 of section 
57-20-07.1 of the North Dakota Century Code is amended and reenacted as follows:

c. ProvideFor tax statements to be mailed to an owner of a residential, 
agricultural, or commercial parcel of land, provide information 
identifying the property tax savings provided by the state of North 
Dakota. The tax statement must include a line item that is entitled 
"legislative tax relief" and identifies the dollar amount of property tax 
savings realized by the taxpayer under chapter 50-34 for taxable 
years before 2019, chapter 50-35 for taxable years after 2018, and 
chapter 15.1-27. 

(1) For purposes of this subdivision, legislative tax relief under 
chapter 15.1-27 is determined by multiplying the taxable value 
for the taxable year for each parcel shown on the tax statement 
by the number of mills of mill levy reduction grant under 
chapter 57-64 for the 2012 taxable year plus the number of 
mills determined by subtracting from the 2012 taxable year mill 
rate of the school district in which the parcel is located the 
lesser of:

(a) FiftySeventy mills; or

(b) The 2012 taxable year mill rate of the school district 
minus sixtyforty mills.

(2) Legislative tax relief under chapter 50-35 is determined by 
multiplying the taxable value for the taxable year for each 
parcel shown on the tax statement by the number of mills of 
relief determined by dividing the amount calculated in 
subsection 1 of section 50-35-03 for a human service zone by 
the taxable value of taxable property in the zone for the taxable 
year.
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SECTION 10. AMENDMENT. Subsection 1 of section 57-38-30.3 of the 
North Dakota Century Code is amended and reenacted as follows:

1. A tax is hereby imposed for each taxable year upon income earned or 
received in that taxable year by every resident and nonresident 
individual, estate, and trust. 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:

Over Not over The tax is equal to Of amount over
$0 $37,450 1.10% $0
$37,450 $90,750 $411.95 + 2.04% $37,450
$90,750 $189,300 $1,499.27 + 2.27% $90,750
$189,300 $411,500 $3,736.36 + 2.64% $189,300
$411,500 $9,602.44 + 2.90% $411,500
$0 $44,725 $0.00 + 0.00% $0
$44,725 $108,325 $0.00 + 2.04% $44,725
$108,325 $225,975 $1,297.44 + 2.27% $108,325
$225,975 $491,350 $3,968.10 + 2.64% $225,975
$491,350 $10,974.00 + 2.90% $491,350

b. Married filing jointly and surviving spouse.

If North Dakota taxable income is:

Over Not over The tax is equal to Of amount over
$0 $62,600 1.10% $0
$62,600 $151,200 $688.60 + 2.04% $62,600
$151,200 $230,450 $2,496.04 + 2.27% $151,200
$230,450 $411,500 $4,295.02 + 2.64% $230,450
$411,500 $9,074.74 + 2.90% $411,500
$0 $74,750 $0 + 0.00% $0
$74,750 $180,550 $0.00 + 2.04% $74,750
$180,550 $275,100 $2,158.32 + 2.27% $180,550
$275,100 $491,350 $4,304.61 + 2.64% $275,100
$491,350 $10,013.61 + 2.90% $491,350

c. Married filing separately.

If North Dakota taxable income is:

Over Not over The tax is equal to Of amount over
$0 $31,300 1.10% $0
$31,300 $75,600 $344.30 + 2.04% $31,300
$75,600 $115,225 $1,248.02 + 2.27% $75,600
$115,225 $205,750 $2,147.51 + 2.64% $115,225
$205,750 $4,537.37 + 2.90% $205,750
$0 $37,375 $0 + 0.00% $0
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$37,375 $90,275 $0.00 + 2.04% $37,375
$90,275 $137,550 $1,079.16 + 2.27% $90,275
$137,550 $245,675 $2,152.30 + 2.64% $137,550
$245,675 $5,006.80 + 2.90% $245,675

d. Head of household.

If North Dakota taxable income is:

Over Not over The tax is equal to Of amount over
$0 $50,200 1.10% $0
$50,200 $129,600 $552.20 + 2.04% $50,200
$129,600 $209,850 $2,171.96 + 2.27% $129,600
$209,850 $411,500 $3,993.64 + 2.64% $209,850
$411,500 $9,317.20 + 2.90% $411,500
$0 $59,950 $0 + 0.00% $0
$59,950 $154,750 $0.00 + 2.04% $59,950
$154,750 $250,550 $1,933.92 + 2.27% $154,750
$250,550 $491,350 $4,108.58 + 2.64% $250,550
$491,350 $10,465.70 + 2.90% $491,350

e. Estates and trusts.

If North Dakota taxable income is:

Over Not over The tax is equal to Of amount over
$0 $2,500 1.10% $0
$2,500 $5,900 $27.50 + 2.04% $2,500
$5,900 $9,050 $96.86 + 2.27% $5,900
$9,050 $12,300 $168.37 + 2.64% $9,050
$12,300 $254.17 + 2.90% $12,300
$0 $3,000 $0 + 0.00% $0
$3,000 $7,050 $0.00 + 2.04% $3,000
$7,050 $10,750 $82.62 + 2.27% $7,050
$10,750 $14,650 $166.61 + 2.64% $10,750
$14,650 $269.57 + 2.90% $14,650

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 
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 
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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 11. REPEAL. Section 15.1-27-04.3, 15.1-27-15.1, and 
15.1-27-20.2 of the North Dakota Century Code are repealed.

SECTION 12. APPROPRIATION - HOMESTEAD TAX CREDIT PROGRAM. 
There is appropriated out of any moneys in the general fund in the state treasury, not 
otherwise appropriated, the sum of $80,000,000, or so much of the sum as may be 
necessary, to the tax commissioner for the purpose of paying the state 
reimbursement under the homestead tax credit, for the biennium beginning July 1, 
2023, and ending June 30, 2025.

SECTION 13. EFFECTIVE DATE. Sections 4, 6, 7, 8, and 10 of this Act are 
effective for taxable years beginning after December 31, 2022." 

Renumber accordingly
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2023 SENATE STANDING COMMITTEE MINUTES 

Appropriations Committee 
Roughrider Room, State Capitol 

HB 1158 
3/24/2023 

 
 

A BILL for an Act relating to the determination of state aid payments, the homestead tax 
credit, information displayed on property tax statements, school district levy authority, and 
exempting taxable income in the first income bracket from taxation for individuals, 
estates, and trusts; relating to adjustments to state aid payments; to provide an 
appropriation; and to provide an effective date. 

 
10:10 AM Chairman Bekkedahl opened the hearing on HB 1158. 

 
Members present:  Senators Bekkedahl, Krebsbach, Burckhard, Davison, Dever, Dwyer, 
Erbele, Kreun, Meyer, Schaible, Sorvaag, Vedaa, Wanzek, Rust, and Mathern.   
 
Members absent:  Senator Roers 
 
Discussion Topics: 

• State aid payments 
• Homestead tax credit 
• Property tax statements 
• Mill levy authority 
• State aid payments 
• Tax relief 
• Tax brackets 
• Income tax 
• Caps on mill rates 
• Committee discussion 

 
10:10 AM  Senator Kannianen, introduced the bill, testified in favor, no written testimony 
 
10:32 AM  Brandt Dick, North Dakota Small Organized Schools, testified in favor, testimony 
# 26543 
 
10:39 AM  Carlee McLeod, Utility Shareholders of North Dakota, testified in opposition, no 
written testimony 
 
10:49 AM  Adam Tescher, Director School Finance Department of Public Instruction, testified 
neutral, no written testimony  
 
10:53 AM  Matt Pearl, North Dakota Tax Department, answered questions from the 
committee, no written testimony 
 
10:54 AM  Recess 
 



Senate Appropriations Committee  
HB 1158 
March 24, 2023 
Page 2  
   
11:19 AM  Committee discussion 
 
 
Additional written testimony:  

• Alb Yas, testimony # 25912 
• Amy McBeth, testimony # 26533 
• Cale Dunwoody, testimony # 26545 

 
 

11:22 AM Chairman Bekkedahl closed the hearing. 
 
 
Kathleen Hall, Committee Clerk 
 



2023 SENATE STANDING COMMITTEE MINUTES 

Appropriations Committee 
Roughrider Room, State Capitol 

HB 1158 
3/27/2023 

 
A BILL for an Act relating to the determination of state aid payments, the homestead tax 
credit, information displayed on property tax statements, school district levy authority, and 
exempting taxable income in the first income bracket from taxation for individuals, 
estates, and trusts; relating to adjustments to state aid payments; to provide an 
appropriation; and to provide an effective date. 

 
3:04 PM Chairman Bekkedahl opened the meeting on HB 1158. 

 
Members present:  Senators Bekkedahl, Krebsbach, Burckhard, Davison, Dever, Dwyer, 
Erbele, Kreun, Roers, Schaible, Sorvaag, Vedaa, Wanzek, Rust, and Mathern.   
Members absent:  Senator Meyer 
 
Discussion Topics: 

• Funding sources 
• Income tax relief 
• Financial impact 
• Long term strategy 
• Related bills 

 
3:04 AM  Senator Tim Mathern, introduced an amendment, LC 23.0351.02010, testimony 
#26747 and # 26769 
 
3:07 AM  Senator Mathern moved to ADOPT amendment 23.0351.02010 
Senator Davison seconded the motion. 
 

Senators Vote 
Senator Brad Bekkedahl N 
Senator Karen K. Krebsbach Y 
Senator Randy A. Burckhard Y 
Senator Kyle Davison Y 
Senator Dick Dever Y 
Senator Michael Dwyer Y 
Senator Robert Erbele Y 
Senator Curt Kreun Y 
Senator Tim Mathern Y 
Senator Scott Meyer AB 
Senator Jim P. Roers N 
Senator David S. Rust N 
Senator Donald Schaible Y 
Senator Ronald Sorvaag N 
Senator Shawn Vedaa N 
Senator Terry M. Wanzek N 
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Motion passed 9-6-1. 
 
3:27 PM  Senator Davison moved DO PASS AS AMENDED. 
Senator Krebsbach seconded the motion. 
 

Senators Vote 
Senator Brad Bekkedahl Y 
Senator Karen K. Krebsbach Y 
Senator Randy A. Burckhard Y 
Senator Kyle Davison Y 
Senator Dick Dever Y 
Senator Michael Dwyer Y 
Senator Robert Erbele N 
Senator Curt Kreun Y 
Senator Tim Mathern Y 
Senator Scott Meyer AB 
Senator Jim P. Roers N 
Senator David S. Rust Y 
Senator Donald Schaible Y 
Senator Ronald Sorvaag Y 
Senator Shawn Vedaa N 
Senator Terry M. Wanzek N 

 
Motion passed 11-4-1. 
 
Senator Patten will carry the bill. 
 
3:30 PM Chairman Bekkedahl closed the meeting. 
 
 
Kathleen Hall, Committee Clerk 
 
[Note: The committee reconsidered actions on March 18, 2023 at 2:17 PM.] 
 



2023 SENATE STANDING COMMITTEE MINUTES 

Appropriations Committee 
Roughrider Room, State Capitol 

HB 1158 
3/28/2023 

 
A BILL for an Act relating to the determination of state aid payments, the homestead tax 
credit, information displayed on property tax statements, school district levy authority, and 
exempting taxable income in the first income bracket from taxation for individuals, 
estates, and trusts; relating to adjustments to state aid payments; to provide an 
appropriation; and to provide an effective date. 

 
2:17 PM Chairman Bekkedahl opened the meeting on HB 1158. 

 
Members present:  Senators Bekkedahl, Krebsbach, Burckhard, Davison, Dever, Dwyer, 
Erbele, Kreun, Meyer, Roers, Schaible, Sorvaag, Vedaa, Wanzek, Rust, and Mathern.   
 
Discussion Topics: 

• Committee action 
 
3:04 AM  Senator Meyer moved to RECONSIDER yesterday’s action on HB 1158. 
Senator Roers seconded the motion. 
 

Senators Vote 
Senator Brad Bekkedahl Y 
Senator Karen K. Krebsbach Y 
Senator Randy A. Burckhard Y 
Senator Kyle Davison Y 
Senator Dick Dever Y 
Senator Michael Dwyer Y 
Senator Robert Erbele N 
Senator Curt Kreun Y 
Senator Tim Mathern N 
Senator Scott Meyer Y 
Senator Jim P. Roers Y 
Senator David S. Rust Y 
Senator Donald Schaible Y 
Senator Ronald Sorvaag N 
Senator Shawn Vedaa AB 
Senator Terry M. Wanzek Y 

 
Motion passed 12-3-1. 
 
2:21 PM  Senator Meyer moved to withdraw AMENDMENT LC 23.0351.02010, testimony 
#26747. 
Senator Roers seconded the motion. 
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Senators Vote 
Senator Brad Bekkedahl Y 
Senator Karen K. Krebsbach N 
Senator Randy A. Burckhard Y 
Senator Kyle Davison N 
Senator Dick Dever Y 
Senator Michael Dwyer Y 
Senator Robert Erbele N 
Senator Curt Kreun Y 
Senator Tim Mathern N 
Senator Scott Meyer Y 
Senator Jim P. Roers Y 
Senator David S. Rust Y 
Senator Donald Schaible Y 
Senator Ronald Sorvaag N 
Senator Shawn Vedaa Y 
Senator Terry M. Wanzek Y 

Motion passed 11-5-0. 
 
2:33 PM  Senator Meyer moved DO PASS. 
Senator Roers seconded the motion. 
 

Senators Vote 
Senator Brad Bekkedahl Y 
Senator Karen K. Krebsbach N 
Senator Randy A. Burckhard Y 
Senator Kyle Davison Y 
Senator Dick Dever Y 
Senator Michael Dwyer Y 
Senator Robert Erbele N 
Senator Curt Kreun Y 
Senator Tim Mathern N 
Senator Scott Meyer Y 
Senator Jim P. Roers Y 
Senator David S. Rust Y 
Senator Donald Schaible Y 
Senator Ronald Sorvaag Y 
Senator Shawn Vedaa Y 
Senator Terry M. Wanzek Y 

 
Motion passed 13-3-0. 
 
Senator Kannianen will carry the bill. 
 
2:46 PM Chairman Bekkedahl closed the meeting. 
 
Kathleen Hall, Committee Clerk 
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REPORT OF STANDING COMMITTEE
HB  1158,  as  amended:  Appropriations  Committee  (Sen.  Bekkedahl,  Chairman) 

recommends  DO PASS (13 YEAS, 3 NAYS, 0 ABSENT AND NOT VOTING). HB 
1158, as amended, was placed on the Fourteenth order on the calendar. This bill 
affects workforce development. 
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2023 CONFERENCE COMMITTEE 

HB 1158 



2023 HOUSE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Room JW327E, State Capitol 

HB 1158 
4/6/2023 

Conference Committee 
 

A bill relating to the imposition of a flat income tax of one- and one-half percent for 
individuals, estates, and trusts.  

 
Chairman Headland opened the conference committee meeting at 3:02 PM. 
 
Members present: Chairman Headland, Representative Hagert, Representative Bosch, 
Chairman Kannianen, Senator Patten, and Senator Rummel.  Members absent: none.  
 
Discussion Topics: 

• Income tax 
• Mill levy buy down 
• Centrally assessed property 
• Homestead tax credit 
• Property tax 

 
Chairman Kannianen explained the Senate amendments.  
 
Committee discussion.  
 
Chairman Headland adjourned at 3:14 PM. 
 
Mary Brucker, Committee Clerk 
 



2023 HOUSE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Room JW327E, State Capitol 

HB 1158 
4/10/2023 

Conference Committee 
 

A bill relating to the imposition of a flat income tax rate of one and one-half percent for 
individuals, estates, and trusts.  

 
Chairman Headland opened the meeting at 11:30 AM. 
 
Members present: Chairman Headland, Representative Hagert, Representative Bosch, 
Chairman Kannianen, Senator Patten, and Senator Rummel.  No members absent.  
 
Discussion Topics: 

• SB 2066 discussion 
• Centrally assessed property 
• Compliance with federal law 
• Cap on mills 

 
Kayla Effertz, BNSF Railway, verbally testified in opposition to SB 2066.  
 
Shane Goettle, MDU Resources, verbally testified in opposition to SB 2066.  
 
Danette Welsh, Oneok, verbally testified in opposition to SB 2066.  
 
Arik Spencer, Greater North Dakota Chamber, verbally testified in opposition to SB 2066. 
 
Zac Smith, North Dakota Association of Rural Electric Cooperatives, verbally testified 
in opposition to SB 2066. 
 
Brandt Dick, President of North Dakota Small Organized Schools, verbally testified on 
school funding.  
 
Adam Tescher, School Finance Director with North Dakota Department of Public 
Instruction, answered questions from the committee.   
 
Brian Kroshus, North Dakota Tax Commissioner, answered questions from the 
committee.  
 
Chairman Headland adjourned at 12:00 PM. 
 
Mary Brucker, Committee Clerk 
 



2023 HOUSE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Room JW327E, State Capitol 

HB 1158 
4/10/2023 

Conference Committee 
 

A bill relating to the imposition of a flat income tax of one and one-half percent for 
individuals, estates, and trusts.  

 
Chairman Headland opened the meeting at 3:00 PM. 
 
Members present: Chairman Headland, Representative Hagert, Representative Bosch, 
Chairman Kannianen, Senator Patten, and Senator Rummel.  No members absent. 
 
Discussion Topics: 

• Centrally assessed property 
• Mill levies 
• Tax relief 

 
Shelli Myers, Property Tax Specialist with the North Dakota Tax Department, provided 
information to the committee on centrally assessed properties. 
 
Chairman Headland asked the Senate if they would be willing to go with less than 20 mills. 
 
Shelli Myers, Property Tax Specialist with the North Dakota Tax Department, provided 
the committee dollar amounts with less than 20 mills.   
 
The committee asked the Tax Department for additional information. 
 
Committee discussion.  
 
Melanie Aeschliman, State Supervisor of Assessments with the North Dakota Tax 
Commissioner’s Office, spoke to the information requested of her by the committee.   
 
Chairman Headland adjourned at 3:29 PM. 
 
Mary Brucker, Committee Clerk 
 



Date: April 6, 2023 
Roll Call Vote #: 1 

2023 HOUSE CONFERENCE COMMITTEE 
ROLL CALL VOTES 

BILL/RESOLUTION NO. HB 1158 as (re) engrossed 

   House Finance and Taxation Committee 
Action Taken ☐ HOUSE accede to Senate Amendments 

☐ HOUSE accede to Senate Amendments and further amend
☐ SENATE recede from Senate amendments
☐ SENATE recede from Senate amendments and amend as follows

☐ Unable to agree, recommends that the committee be discharged and a new
committee be appointed

Motion Made by: Seconded by: 

Representatives 4/6 4/10 
AM 

4/10 
PM Yes No Senators 4/6 4/10 

AM 
4/10 
PM Yes No 

Chairman Headland x x x Chairman Kannianen x x x 
Rep. Hagert x x x Senator Patten x x x 
Rep Bosch x x x Senator Rummel x x x 

Total Rep. Vote Total Senate Vote 

Vote Count Yes: No: Absent: 

House Carrier Senate Carrier 

LC Number . of amendment 

Emergency clause added or deleted 

Statement of purpose of amendment 

LC Number . of engrossment 



2023 HOUSE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Room JW327E, State Capitol 

HB 1158 
4/12/2023 

Conference Committee 

A bill relating to the imposition of a flat income tax rate of one and one-half percent for 
individuals, estates, and trusts.  

Chairman Headland opened the conference committee meeting at 10:30 AM. 

Members present:  Chairman Headland, Representative Hagert, Representative Bosch, 
Chairman Kannianen, Senator Patten, Senator Rummel.  Members absent: none.  

Discussion Topics: 
• Centrally assessed property
• Mill levy buydown
• Income tax versus property tax

Committee discussion. 

Brian Kroshus, North Dakota Tax Commissioner, distributed county comparisons of 
individual income taxes versus residential property taxes (#27495). 

Committee discussion.  

Committee members will discuss further within their chambers. 

Chairman Headland adjourned at 11:12 AM. 

Mary Brucker, Committee Clerk 



2023 HOUSE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Room JW327E, State Capitol 

HB 1158 
4/12/2023 

Conference Committee 

A bill relating to the imposition of a flat income tax rate of one and one-half percent for 
individuals, estates, and trusts. 

Chairman Headland opened the conference committee meeting at 3:00 PM. 

Members present:  Chairman Headland, Representative Hagert, Representative Bosch, 
Chairman Kannianen, Senator Patten, Senator Rummel.  Members absent: none.  

Discussion Topics: 
• Commercial and agricultural property tax relief
• Centrally assessed property
• Property tax relief versus income tax relief
• Mill levy buy down

Senate committee members were unable to share the information from this morning’s 
meeting with the Senate chamber members at this time.  

Committee discussion.  

Additional written testimony: #27511

Chairman Headland adjourned at 3:28 PM. 

Mary Brucker, Committee Clerk 



2023 HOUSE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Room JW327E, State Capitol 

HB 1158 
4/13/2023 

Conference Committee 

A bill relating to the imposition of a flat income tax rate of one and one-half percent for 
individuals, estates, and trusts. 

Chairman Headland opened the meeting at 3:07 PM. 

Members present:  Chairman Headland, Representative Hagert, Representative Bosch, 
Chairman Kannianen, Senator Patten, and Senator Rummel. 

Discussion Topics: 
• Proposed amendments 23.0351.02012
• Dual effective dates
• Mill levy buy downs
• Homestead tax credit
• Income tax credit

Chairman Headland distributed proposed amendments 23.0351.02012 (#27546 and 27547) 
and explained.  

Megan Gordon, Legislative Council, explained the amendment section by section.  

Committee discussion.  

Chairman Headland adjourned at 3:33 PM. 

Mary Brucker, Committee Clerk 



     

 Date: 4/12/2023 
 Roll Call Vote #: 1 

 
2023 HOUSE CONFERENCE COMMITTEE  

ROLL CALL VOTES 
 

BILL NO. HB 1158  
 

   House Finance and Taxation Committee 
Action Taken ☐ HOUSE accede to Senate Amendments 
   ☐ HOUSE accede to Senate Amendments and further amend 
   ☐ SENATE recede from Senate amendments 

☐ SENATE recede from Senate amendments and amend as follows      
 

☐ Unable to agree, recommends that the committee be discharged and a new 
committee be appointed 

 
 
 
Motion Made by:  Seconded by:  
 

Representatives 4/12 
AM 

4/12 
PM 4/13 Yes No  Senators 4/12 

AM 
4/12 
PM 4/13 Yes No 

Chairman Headland X X X    Chairman Kannianen X X X   
Rep Hagert X X X    Senator Patten X X X   
Rep Bosch X X X    Senator Rummel X X X   
             
             
Total Rep. Vote       Total Senate Vote      

 
 
Vote Count 

 
Yes:  

 
No:  

 
Absent:  

 
 
House Carrier  

 
 
Senate Carrier  

 
LC Number  

 
.  

 
of amendment 

 
Emergency clause added or deleted 
 
Statement of purpose of amendment 

 

 
LC Number  

 
.  

 
of engrossment 



2023 HOUSE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Room JW327E, State Capitol 

HB 1158 
4/14/2023 

Conference Committee 
 

A bill relating to the imposition of a flat income tax rate of one and one-half percent for 
individuals, estates and trusts.  

 
Chairman Headland opened the conference committee meeting at 11:00 AM. 
 
Members present: Chairman Headland, Representative Hagert, Representative Bosch, 
Chairman Kannianen, Senator Patten, and Senator Rummel. 
 
Discussion Topics: 

• Proposed amendments 
 
Senator Rummel proposed an amendment to zero out the bottom bracket by using a 
steppingstone of two steps instead of one (#27569). 
 
Committee discussion.  
 
Chairman Headland distributed a proposed amendment with a flat income tax, 15 mill relief 
and homestead credit (#27570). 
 
Matt Peyerl, Office of the State Tax Commissioner, clarified information for the committee.   
 
Chairman Headland adjourned at 11:32 AM. 
 
Mary Brucker, Committee Clerk 
 



2023 HOUSE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Room JW327E, State Capitol 

HB 1158 
4/17/2023 

Conference Committee 
 

A bill relating to the imposition of a flat income tax rate of one and one-half percent for 
individuals, estates, and trusts.  

 
Chairman Headland opened the meeting at 3:00 PM. 
 
Members present: Chairman Headland, Representative Hagert, Representative Bosch, 
Chairman Kannianen, Senator Patten, and Senator Rummel. 
 
Discussion Topics: 

• Calculation of mill levy buydown 
• Tiered approach versus a flat rate of income tax reduction 

 
Chairman Headland informed the committee of a change in the calculation of the buy down. 
 
Bryan Bittner, Research Analyst with the Office of the State Tax Commissioner, 
informed the committee of recent calculation changes.  He will submit these calculations in 
writing.   
 
Committee discussion. 
 
Senator Rummel distributed a proposal of varying brackets (#27632). 
 
Chairman Headland adjourned at 3:29 PM. 
 
Mary Brucker, Committee Clerk 
 



2023 HOUSE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Room JW327E, State Capitol 

HB 1158 
4/18/2023 

Conference Committee 
 

A bill relating to the imposition of a flat income tax of one-and one-half percent for 
individuals, estates, and trusts.  

 
Chairman Headland opened the meeting at 11:30 AM. 
 
Members present: Chairman Headland, Representative Hagert, Representative Bosch, 
Chairman Kannianen, Senator Patten, and Senator Rummel.  
 
Discussion Topics: 

• Homestead tax credit 
• Mill levy buydown 
• Income tax relief 
• Centrally assessed property 
• Committee vote 

 
Chairman Headland addressed the committee.  
 
Senator Patten informed the committee of the Senate’s intent on this bill. 
 
Representative Hagert moved the Senate recede from Senate amendments. 
 
Representative Bosch seconded the motion. 
 
Roll call vote: 3-3-0   
Motion failed  
 
Senator Rummel moved the Senate recede from Senate amendments and amend with 
a four-tiered level of income tax relief and a mill levy buydown of 15 mills. 
 
Senator Patten seconded the motion. 
 
Committee discussion. 
 
Roll call vote: 3-3-0 
Motion failed 
 
Representative Hagert moved the Senate recede from Senate amendments and amend 
with 0% first level then 1.99% for the remaining levels with a $5,000 step down in the tax 
rates, include language from HB 1425 with 25 basis points, and rural electrics language.   
 
Representative Bosch seconded the motion. 
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Roll call vote: 3-3-0 
Motion failed 
 
Chairman Headland adjourned at 11:49 AM. 
 
Mary Brucker, Committee Clerk 
 



     

 Date: 4/18/2023 
 Roll Call Vote #: 1 

 
2023 HOUSE CONFERENCE COMMITTEE  

ROLL CALL VOTES 
 

BILL/RESOLUTION NO. HB 1158 as (re) engrossed 
 

   House Finance and Taxation Committee 
Action Taken ☐ HOUSE accede to Senate Amendments 
   ☐ HOUSE accede to Senate Amendments and further amend 
   ☒ SENATE recede from Senate amendments 

☐ SENATE recede from Senate amendments and amend as follows      
 

☐ Unable to agree, recommends that the committee be discharged and a new 
committee be appointed 

 
 
 
Motion Made by: Rep. Hagert Seconded by: Rep. Bosch 
 

Representatives 4/14 4/17 4/18 
AM Yes No  Senators 4/14 4/17 4/18 

AM Yes No 

Chairman Headland x x x X   Chairman Kannianen x x x  X 
Rep Hagert x x x X   Senator Patten x x x  X 
Rep Bosch x x x X   Senator Rummel x x x  X 
            X 
             
Total Rep. Vote    3 0  Total Senate Vote    0 3 

 
 
Vote Count 

 
Yes: 3 

 
No: 3 

 
Absent: 0 

 
 
House Carrier  

 
 
Senate Carrier  

 
LC Number  

 
.  

 
of amendment 

 
Emergency clause added or deleted 
 
Statement of purpose of amendment 

 

 
LC Number  

 
.  

 
of engrossment 



     

 Date: 4/18/2023 
 Roll Call Vote #: 2 

 
2023 HOUSE CONFERENCE COMMITTEE  

ROLL CALL VOTES 
 

BILL/RESOLUTION NO. HB 1158 as (re) engrossed 
 

   House Finance and Taxation Committee 
Action Taken ☐ HOUSE accede to Senate Amendments 
   ☐ HOUSE accede to Senate Amendments and further amend 
   ☐ SENATE recede from Senate amendments 

☒ SENATE recede from Senate amendments and amend as follows      
    4-tiered income tax relief, 15 mill buydown and homestead tax relief 

☐ Unable to agree, recommends that the committee be discharged and a new 
committee be appointed 

 
 
 
Motion Made by: Senator Rummel Seconded by: Senator Patten 
 

Representatives 4/18 
   Yes No  Senators 4/18   Yes No 

Chairman Headland x    X  Chairman Kannianen x   X  
Rep Hagert x    X  Senator Patten x   X  
Rep Bosch x    X  Senator Rummel x   X  
             
             
Total Rep. Vote    0 3  Total Senate Vote    3 0 

 
 
Vote Count 

 
Yes: 3 

 
No: 3 

 
Absent: 0 

 
 
House Carrier  

 
 
Senate Carrier  

 
LC Number  

 
.  

 
of amendment 

 
Emergency clause added or deleted 
 
Statement of purpose of amendment 

 4-tiered income tax relief, 15 mill buydown and homestead tax relief 

 
LC Number  

 
.  

 
of engrossment 



     

 Date: 4/18/2023 
 Roll Call Vote #: 3 

 
2023 HOUSE CONFERENCE COMMITTEE  

ROLL CALL VOTES 
 

BILL/RESOLUTION NO. HB 1158 as (re) engrossed 
 

   House Finance and Taxation Committee 
Action Taken ☐ HOUSE accede to Senate Amendments 
   ☐ HOUSE accede to Senate Amendments and further amend 
   ☐ SENATE recede from Senate amendments 

☒ SENATE recede from Senate amendments and amend as follows      
 See below 

☐ Unable to agree, recommends that the committee be discharged and a new 
committee be appointed 

 
 
 
Motion Made by: Representative Hagert Seconded by: Representative Bosch 
 

Representatives 4/18   Yes No  Senators 4/18   Yes No 

Chairman Headland x   x   Chairman Kannianen x    x 
Rep Hagert x   x   Senator Patten x    x 
Rep Bosch x   x   Senator Rummel x    x 
             
             
Total Rep. Vote    3 0  Total Senate Vote    0 3 

 
 
Vote Count 

 
Yes: 3 

 
No: 3 

 
Absent: 0 

 
 
House Carrier  

 
 
Senate Carrier  

 
LC Number  

 
.  

 
of amendment 

 
Emergency clause added or deleted 
 
Statement of purpose of amendment 
Zero percent on the first level then 1.99% for the remaining levels with a $5,000 step down.  
Language from HB 1425 with 25 basis points and rural electrics language. 

 
  

 
LC Number  

 
.  

 
of engrossment 



2023 HOUSE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Room JW327E, State Capitol 

HB 1158 
4/21/2023 

Conference Committee 
 

A bill relating to the imposition of a flat income tax of one-and one-half percent for 
individuals, estates, and trusts.  

 
Chairman Headland opened the meeting at 11:33 AM. 
 
Members present: Chairman Headland, Representative Hagert, Representative Bosch, 
Chairman Kannianen, Senator Patten, and Senator Rummel.  
 
Discussion Topics: 

• Property tax relief 
• Primary residence credit 
• Homestead tax credit 

 
Chairman Headland distributed a new option for property relief: primary residence and an 
associated credit (#27793).  
 
Dee Wald, General Counsel with the Office of the State Tax Commissioner, explained 
the new proposal.   
 
Committee discussion.  
 
Chairman Headland adjourned at 11:57 AM. 
 
Mary Brucker, Committee Clerk 
 



2023 HOUSE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Room JW327E, State Capitol 

HB 1158 
4/22/2023 

Conference Committee 
 

A bill relating to the imposition of a flat income tax of one-and one-half percent for 
individuals, estates, and trusts. 

 
Chairman Headland opened the conference committee meeting at 10:31 AM. 
 
Members present: Chairman Headland, Representative Hagert, Representative Bosch, 
Chairman Kannianen, Senator Patten, and Senator Rummel. 
 
Discussion Topics: 

• Primary residence credit 
• Property tax statements 
• County concerns 

 
Brian Kroshus, North Dakota Tax Commissioner, answered questions from the 
committee.   
 
Committee discussion. 
 
Chairman Headland adjourned at 10:42 AM. 
 
Mary Brucker, Committee Clerk 
 



2023 HOUSE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Room JW327E, State Capitol 

HB 1158 
4/22/2023 

Conference Committee 
 

A bill relating to the imposition of a flat income tax of one and one-half percent for 
individuals, estates, and trusts.   

 
Chairman Headland opened the meeting at 2:00 PM. 
 
Members present: Chairman Headland, Representative Hagert, Representative Bosch, 
Chairman Kannianen, Senator Patten, and Senator Rummel. 
 
Discussion Topics: 

• Proposed amendments 
• Software development 
• Process for development of tax credits throughout the biennium 

 
Chairman Headland proposed an amendment to include an income tax reduction of $358 
million by compressing the brackets and having three rates in the bracket; property tax to 
include a new concept for primary residences with an application process and $500 tax credit; 
and homestead tax to include an additional $53.5 million credit. 
 
Chairman Kannianen explained the proposed amendment further.  
 
Chairman Headland also proposed that over the interim looking at income and property tax 
relief and bringing us to a more permanent tax reduction leading to a flat income tax. 
 
Representative Bosch proposed $1 million in software development. 
 
Committee discussion regarding the process of development throughout the biennium.  
 
Brian Kroshus, North Dakota Tax Commissioner, answered questions from the 
committee.   
 
Chairman Headland adjourned at 2:15 PM. 
 
Mary Brucker, Committee Clerk 
 



2023 HOUSE STANDING COMMITTEE MINUTES 

Finance and Taxation Committee 
Room JW327E, State Capitol 

HB 1158 
4/24/2023 

Conference Committee 
 

A bill relating to the imposition of a flat income tax of one and one-half percent for 
individuals, estates, and trusts.   

 
Chairman Headland opened the meeting at 3:00 PM. 
 
Members present: Chairman Headland, Representative Hagert, Representative Bosch, 
Chairman Kannianen, Senator Patten, and Senator Rummel. 
 
Discussion Topics: 

• Proposed amendment 23.0351.02013 
• Additional proposed amendments 
• Committee vote 

 
Chairman Headland proposed an amendment 23.0351.02013 (#27853, 27854).    
 
Committee discussion.   
 
Chairman Headland reviewed amendment 23.0351.02013 with the committee and the 
committee suggested the following additions/changes in the proposed amendment: 
Section 2, subsection 7, add “state tax commissioner” instead of “county auditor” 
Section 2, subsection 8, add language “tax commissioner in coordination with county 
auditors” 
Section 2, subsection 8, add in language “The county auditors and the state tax department” 
Section 5, subsection 1, add “the legislative management shall appoint” 
Section 5, subsection 2 and 3, remove “if appointed” and add “must consist of” 
Section 5, subsection 4, add in “Options to adjust the individual income tax structure” 
 
Senator Patten moved the Senate recede from Senate amendments and amend with 
23.0351.02013 and additional amendments as stated above. 
 
Representative Bosch seconded the motion. 
 
Roll call vote: 6-0-0 
Motion carried. 
 
Chairman Headland is the House carrier and Chairman Kannianen is the Senate 
carrier.   
 
Chairman Headland adjourned at 3:32 PM. 
 
Mary Brucker, Committee Clerk 
 



23.0351 .02015 
Title.05000 

Adopted by the Conference Committee 

April 24, 2023 

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1158 

That the Senate recede from its amendments as printed on pages 1468-1485 of the House 
Journal and pages 1076-1095 of the Senate Journal and that House Bill No. 1158 be amended 
as follows: 

Page 1, line 1, after "Act" insert "to create and enact two new sections to chapter 57-02 of the 
North Dakota Century Code, relating to a property tax credit for property used as a 
primary residence;" 

Page 1, line 1, after "reenact" insert "subsection 1 of section 57-02-08.1 and" 

Page 1, line 2, replace "imposition of a flat" with "homestead tax credit and" 

Page 1, line 2, replace "rate of one and one-half percent" with "rates" 

Page 1, line 3, replace "and" with "to provide for a legislative management study; to provide for 
a legislative management report; to provide an appropriation;" 

Page 1, line 3, after "date" insert "; and to provide an expiration date" 

Page 1, after line 4, insert: 

"SECTION 1. AMENDMENT. Subsection 1 of section 57-02-08.1 of the North 
Dakota Century Code is amended and reenacted as follows: 

1. a. Any person sixty-five years of age or older or permanently and totally 
disabled, in the year in which the tax was levied, with an income that 
does not exceed the limitations of subdivision c is entitled to receive a 
reduction in the assessment on the taxable valuation on the person's 
homestead. An exemption under this subsection applies regardless of 
whether the person is the head of a family. 

b. The exemption under this subsection continues to apply if the person 
does not reside in the homestead and the person's absence is due to 
confinement in a nursing home, hospital, or other care facility, for as 
long as the portion of the homestead previously occupied by the 
person is not rented to another person. 

c. The exemption must be determined according to the following 
schedule: 

(1) If the person's income is not in excess of twenty t•Noforty 
thousand dollars, a reduction of one hundred percent of the 
taxable valuation of the person's homestead up to a maximum 
reduction of fi.venine thousand six hundred t>.venty five dollars of 
taxable valuation. 

(2) If the person's income is in excess of twenty twoforty thousand 
dollars and not in excess of t>.venty sixoeventy thousand dollars, 
a reduction of ei§hlyfifty percent of the taxable valuation of the 
person's homestead up to a maximum reduction of four 
thousand five hundred dollars of taxable valuation. 

Page No. 1 23.0351 .02015 



If the person's income is in excess of twenty six thousand 
dollars and not in excess of thirty thousand dollars, a reduction 
of sixty percent of the taxable valuation of the person's 
homestead up to a maximum reduction of three thousand three 
hundred seventy five dollars of taxable valuation. 

t4} If the person's income is in excess of thirty thousand dollars and 
not in excess of thirty four thousand dollars, a reduction of forty 
percent of the taxable valuation of the person's homestead up to 
a maximum reduction of t•J.Jo thousand t'l10 hundred fifty dollars 
of taxable valuation. 

tet If the person's income is in excess of thirty four thousand dollars 
and not in e><cess of thirty eight thousand dollars, a reduction of 
twenty percent of the taxable valuation of the person's 
homestead up to a maximum reduction of one thousand one 
hundred t\venty five dollars of taxable valuation. 

t6t If the person's income is in excess of thirty eight thousand 
dollars and not in excess of forty two thousand dollars, a 
reduction of ten percent of the taxable valuation of the person's 
homestead up to a maximum reduction of five hundred 
sixty three dollars of taxable valuation. 

d. Persons residing together, as spouses or when one or more is a 
dependent of another, are entitled to only one exemption between or 
among them under this subsection. Persons residing together, who 
are not spouses or dependents, who are co-owners of the property 
are each entitled to a percentage of a full exemption under this 
subsection equal to their ownership interests in the property. 

e. This subsection does not reduce the liability of any person for special 
assessments levied upon any property. 

f. Any person claiming the exemption under this subsection shall sign a 
verified statement of facts establishing the person's eligibility. Any 
income information contained in the statement of facts is a confidential 
record. 

g. /\ person is ineligible for the exemption under this subsection if the 
value of the assets of the person and any dependent residing with the 
person exceeds five hundred thousand dollars, including the value of 
any assets divested within the last three years. 

h-:- The assessor shall attach the statement filed under subdivision f to 
the assessment sheet and shall show the reduction on the 
assessment sheet. 

t.-~ An exemption under this subsection terminates at the end of the 
taxable year of the death of the applicant. 

SECTION 2. A new section to chapter 57-02 of the North Dakota Century Code 
is created and enacted as follows: 
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Primary residence credit - Qualification -Application. 

1,_ An individual is entitled to a credit of five hundred dollars against the 
property tax due on the individual's primary residence. The credit may not 
exceed the amount of property tax due. The credit must be applied to 
reduce the property tax owed on the individual's primary residence after 
other exemptions or credits under this chapter have been applied. 

2. For purposes of this section, "primary residence" means a dwelling in this 
state owned and occupied by an individual as that individual's primary 
place of residence and includes residences taxed under chapter 57-55. An 
individual may not have more than one primary residence. 

~ An individual who does not reside in the primary residence in this state is 
eligible for the credit under this section if the individual's absence is due to 
confinement in a nursing home, hospital . or other care facility, for as long 
as the portion of the primary residence previously occupied by the 
individual is not rented to another individual. 

4. Only one credit under this section may be applied against the property 
taxes levied against any primary residence. 

§..,_ An individual whose primary residence is a farm structure exempt from 
taxation under subsection 15 of section 57-02-08 is not eligible for a credit 
under this section. 

§,. The credit may not reduce the liability for special assessments levied upon 
any property. 

7. To apply for a credit under this section, an applicant shall sign and file with 
the tax commissioner, by April first of each year, an application containing 
a verified statement of facts establishing the applicant's eligibility as of the 
date of the claim on a form and in the manner prescribed by the tax 
commissioner. 

8. The tax commissioner, in consultation with the county auditors, shall 
prescribe, design, and make available all forms necessary to effectuate 
this section. The tax commissioner shall make these forms available upon 
request. 

SECTION 3. A new section to chapter 57-02 of the North Dakota Century Code 
is created and enacted as follows: 

Primary residence credit - Certification - Distribution. 

1,_ By June first of each year. the tax commissioner shall: 

~ Review the applications received under section 2 of this Act and 
determine which applicants qualify for the credit allowed under 
section 2 of this Act: and 

h,. Provide to each county auditor: 

ill A copy of each approved application under subdivision a which 
identifies a primary residence located in the county: and 
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{21 The sum of the credits allowed under section 2 of this Act in the 
county for the current taxable year. 

2. The county auditor shall apply the credit under section 2 of this Act to each 
primary residence identified by the tax commissioner as a qualifying 
primary residence on the corresponding property tax statement. 

3. By January first of each year, the county auditor shall certify to the tax 
commissioner the sum of the credits approved by the tax commissioner 
under subsection 1 which were applied toward property taxes owed on 
primary residences in the county for the preceding year. 

~ By June first of each year after 2024, the tax commissioner shall review a 
sampling of information provided by the county auditor to verify the 
accuracy of the application of the credit and certify to the state treasurer for 
payment to each county the aggregate dollar amount of credits allowed 
under section 2 of this Act in each county for the preceding year . 

.5.,. Within fourteen days of receiving the payment from the state treasurer, but 
no later than June thirtieth of each year after 2024, the county treasurer 
shall apportion and distribute the payment to the county and to the taxing 
districts of the county on the same basis as property taxes for the 
preceding year were apportioned and distributed. 

2'" Supplemental certifications by the county auditor and the tax commissioner 
and supplemental payments by the state treasurer may be made after the 
dates prescribed in this section to make corrections necessary because of 
errors. 

L The county auditors shall provide information requested by the tax 
commissioner to effectuate this section. 

~ The tax commissioner shall prescribe, design, and make available all 
forms necessary to effectuate this section." 

Page 1, line 16, remove the overstrike over "rates in the applicable" 

Page 1, line 16, remove the overstrike over "schedule" 

Page 1, line 17, remove the overstrike over "Fe!=" 

Page 1, line 17, remove "The tax for" 

Page 1, line 18, remove the overstrike over", the schedule" 

Page 1, line 18, remove "is equal to North Dakota taxable income multiplied by the" 

Page 1, line 19, remove "rate" 

Page 1, line 19, remove the overstrike over "must be used for purposes of this subsection" 

Page 1, line 19, remove 'The tax to be" 

Page 1, remove line 20 

Page 1, line 21 , remove the overstrike over "surviving spouse" 

Page 1, line 21, remove "qualifying widow or" 
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Page 1, remove line 22 

Page 1, line 23, remove "forty-four thousand seven hundred twenty-five dollars" 

Page 1, remove the overstrike over line 24 

Page 2, remove the overstrike over line 1 

Page 2, after line 6, insert: 

$44,725 

$225,975 

$0.00 + 0.00% 

$0.00 + 1.95% 

iQ 

$44,725 

"iQ 

$44,725 

$225,975 $3,534.38 + 2.50% $225,975" 

Page 2, line 7, remove the overstrike over "surviving spouse" 

Page 2, line 7, remove "qualifying widow or widower is one and" 

Page 2, remove line 8 

Page 2, line 9, remove "thousand seven hundred fifty dollars" 

Page 2, remove the overstrike over lines 10 and 11 

Page 2, after line 16, insert: 

$74,750 

$275,100 

$0.00 + 0.00% 

$0.00 + 1.95% 

iQ 

$74,750 

"iQ 

$74,750 

$275, 100 $3,906.83 + 2.50% $275,100" 

Page 2, line 17, remove "is one and one-half percent of North Dakota taxable" 

Page 2, line 18, remove "income exceeding thirty-seven thousand three hundred seventy-five 
dollars" 

Page 2, remove the overstrike over lines 19 and 20 

Page 2, after line 25, insert: 

$37,375 

$137,550 

$0.00 + 0.00% 

$0.00 + 1.95% 

~ 

$37,375 

"iQ 

$37,375 

$137,550 $1,953.41 + 2.50% $137,550" 

Page 2, line 26, remove "is one and one-half percent of North Dakota taxable income" 

Page 2, line 27, remove "exceeding fifty-nine thousand nine hundred fifty dollars" 

Page 2, remove the overstrike over lines 28 and 29 

Page 3, after line 3, insert: 
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$59,950 

$250,550 

$0.00 + 0.00% 

$0.00 + 1.95% 

iQ 

$59,950 

"iQ 

$59,950 

$250,550 $3,716.70 + 2.50% $250,550" 

Page 3, line 4, remove "is one and one-half percent of North Dakota taxable income" 

Page 3, line 5, remove "exceeding three thousand dollars" 

Page 3, remove the overstrike over lines 6 and 7 

Page 3, after line 12, insert: 

"iQ 

$3,000 

$10,750 

$3,000 

$10,750 

$0.00 + 0.00% 

$0.00 + 1.95% 

$151 .13 + 2.50% 

Page 3, line 25, remove the overstrike over "rate schedules" 

Page 3, line 25, remove "rates" 

Page 3, line 26, remove the overstrike over "schedules" 

Page 3, line 26, remove "rates" 

Page 3, line 27, remove the overstrike over "schedules" 

Page 3, line 27, remove "rates" 

Page 3, line 27, remove the overstrike over "minimum and" 

Page 3, line 28, remove the overstrike over "maximum" 

Page 3, line 28, remove "North Dakota taxable income threshold" 

Page 3, line 28, remove the overstrike over "for each income" 

.$_Q 

$3,000 

$10,750" 

Page 3, line 29, remove the overstrike over "bracl<et for 'A'hich a tax is imposed" 

Page 4, line 1, remove the overstrike over "to each income bracket" 

Page 4, after line 8, insert: 

"SECTION 5. LEGISLATIVE TAX RELIEF ADVISORY COMMITTEE - TAX 
RELIEF STUDY - REPORT TO LEGISLATIVE MANAGEMENT. 

1. During the 2023-24 interim, the legislative management shall appoint a 
legislative tax relief advisory committee. 

2. The committee must consist of three members of the finance and taxation 
standing committee of the house of representatives and three members of 
the finance and taxation standing committee of the senate, appointed by 
the respective majority leaders of the house of representatives and senate. 
The legislative management shall designate the chairman of the 
committee. The committee shall operate according to the statutes and 
procedures governing the operation of other legislative management 
interim committees. 
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~~"b 
3. The committee shall study tax relief, including income and property tax /\~ 

relief. 

a. Based on information provided by the tax department, the study must 
include consideration of: 

(1) Historical income and property tax relief provided by the 
legislative assembly, including the estimated and actual fiscal 
impact of the tax relief; 

(2) An analysis of the tax relief provided by the sixty-eighth 
legislative assembly through individual income tax rate changes, 
a primary residence credit, and an expansion of the homestead 
credit, including the estimated fiscal impact for each method of 
tax relief and the effect of the income tax rate changes on 
passthrough income related to income reported on K-1 forms 
and royalty income reported on 1099-MISC forms; 

(3) Options to implement a flat individual income tax rate, including 
the estimated fiscal impact of the options; 

(4) Options to adjust the individual income tax structure, including 
the estimated fiscal impact of the options; and 

(5) An update on the progress of implementing the primary 
residence credit, including the status of information technology 
changes and the amount spent on advertising the credit. 

b. The committee may consider input from local taxing districts regarding 
the administration of the primary residence credit and the homestead 
credit. 

c. The committee shall report its findings and recommendations, 
together with any legislation required to implement the 
recommendations, to the sixty-ninth legislative assembly. 

SECTION 6. APPROPRIATION - TAX COMMISSIONER - PROPERTY TAX 
RELIEF - ONE-TIME FUNDING. There is appropriated out of any moneys in the 
general fund in the state treasury, not otherwise appropriated, the sum of 
$158,225,000, or so much of the sum as may be necessary, to the tax commissioner 
for property tax relief programs during the biennium beginning July 1, 2023, and ending 
June 30, 2025, as follows: 

1. $103,225,000 for paying the state reimbursement under the primary 
residence credit; 

2. $53,500,000 for paying the state reimbursement under the homestead 
credit; and 

3. $1,500,000, which is considered a one-time funding item, for operating 
expenses related to information technology and advertising costs for the 
primary residence credit. 

SECTION 7. EFFECTIVE DATE - EXPIRATION DATE. Section 2 of this Act is 
effective for the first two taxable years beginning after December 31 , 2023, and after 
that date is ineffective." 
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Page 4, line 9, replace "This" with "Sections 1 and 4 of this" 

Page 4, line 9, replace "is" with "are" 

Page 4, line 10, after the period insert "Section 3 of this Act becomes effective on April 1, 2024. 

SECTION 9. EXPIRATION DATE. Section 3 of this Act is effective through 
June 30, 2026, and after that date is ineffective." 

Renumber accordingly 
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 Date: April 24, 2023 
 Roll Call Vote #: 1 

 
2023 HOUSE CONFERENCE COMMITTEE  

ROLL CALL VOTES 
 

BILL NO. HB 1158  
 

   House Finance and Taxation Committee 
Action Taken ☐ HOUSE accede to Senate Amendments 
   ☐ HOUSE accede to Senate Amendments and further amend 
   ☐ SENATE recede from Senate amendments 

☒ SENATE recede from Senate amendments and amend as follows      
    See below 

☐ Unable to agree, recommends that the committee be discharged and a new 
committee be appointed 

 
 
 
Motion Made by: Senator Patten Seconded by: Representative Bosch 
 

Representatives 4/24   Yes No  Senators 4/24   Yes No 

Chairman Headland X   X   Chairman Kannianen X   X  
Rep Hagert X   X   Senator Patten X   X  
Rep Bosch X   X   Senator Rummel X   X  
             
             
Total Rep. Vote    3 0  Total Senate Vote    3 0 

 
 
Vote Count 

 
Yes: 6 

 
No: 0 

 
Absent: 0 

 
 
House Carrier Chairman Headland 

 
 
Senate Carrier Chairman Kannianen 

 
LC Number 23.0351 

 
. 02015 

 
of amendment 

 
Emergency clause added or deleted 
 
Statement of purpose of amendment 

     Amendment 23.0351.02013 with additional amendments as follows: 
Section 2, subsection 7, add “state tax commissioner” instead of “county auditor” 
Section 2, subsection 8, add language “tax commissioner in coordination with county auditors” 
Section 2, subsection 8, add in language “The county auditors and the state tax department” 
Section 5, subsection 1, add “the legislative management shall appoint” 
Section 5, subsection 2 and 3, remove “if appointed” and add “must consist of” 
Section 5, subsection 4, add in “Options to adjust the individual income tax structure” 

 

 
LC Number 23.0351 

 
. 05000 

 
of engrossment 
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REPORT OF CONFERENCE COMMITTEE
HB  1158:  Your  conference  committee  (Sens.  Kannianen,  Patten,  Rummel  and  Reps. 

Headland, Hagert, Bosch) recommends that the SENATE RECEDE from the Senate 
amendments as printed on HJ pages 1468-1485, adopt amendments as follows, and 
place HB 1158 on the Seventh order: 

That the Senate recede from its amendments as printed on pages 1468-1485 of the House 
Journal and pages 1076-1095 of the Senate Journal and that House Bill No. 1158 be 
amended as follows:

Page 1, line 1, after "Act" insert "to create and enact two new sections to chapter 57-02 of 
the North Dakota Century Code, relating to a property tax credit for property used as 
a primary residence;"

Page 1, line 1, after "reenact" insert "subsection 1 of section 57-02-08.1 and"

Page 1, line 2, replace "imposition of a flat" with "homestead tax credit and"

Page 1, line 2, replace "rate of one and one-half percent" with "rates"

Page 1, line 3, replace "and" with "to provide for a legislative management study; to provide 
for a legislative management report; to provide an appropriation;"

Page 1, line 3, after "date" insert "; and to provide an expiration date"

Page 1, after line 4, insert:

"SECTION 1. AMENDMENT. Subsection 1 of section 57-02-08.1 of the North 
Dakota Century Code is amended and reenacted as follows:

1. a. Any person sixty-five years of age or older or permanently and totally 
disabled, in the year in which the tax was levied, with an income that 
does not exceed the limitations of subdivision c is entitled to receive 
a reduction in the assessment on the taxable valuation on the 
person's homestead. An exemption under this subsection applies 
regardless of whether the person is the head of a family.

b. The exemption under this subsection continues to apply if the person 
does not reside in the homestead and the person's absence is due 
to confinement in a nursing home, hospital, or other care facility, for 
as long as the portion of the homestead previously occupied by the 
person is not rented to another person.

c. The exemption must be determined according to the following 
schedule:

(1) If the person's income is not in excess of twenty-twoforty 
thousand dollars, a reduction of one hundred percent of the 
taxable valuation of the person's homestead up to a maximum 
reduction of fivenine thousand six hundred twenty-five dollars 
of taxable valuation.

(2) If the person's income is in excess of twenty-twoforty thousand 
dollars and not in excess of twenty-sixseventy thousand 
dollars, a reduction of eightyfifty percent of the taxable 
valuation of the person's homestead up to a maximum 
reduction of four thousand five hundred dollars of taxable 
valuation.
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(3) If the person's income is in excess of twenty-six thousand 
dollars and not in excess of thirty thousand dollars, a reduction 
of sixty percent of the taxable valuation of the person's 
homestead up to a maximum reduction of three thousand three 
hundred seventy-five dollars of taxable valuation.

(4) If the person's income is in excess of thirty thousand dollars 
and not in excess of thirty-four thousand dollars, a reduction of 
forty percent of the taxable valuation of the person's 
homestead up to a maximum reduction of two thousand two 
hundred fifty dollars of taxable valuation.

(5) If the person's income is in excess of thirty-four thousand 
dollars and not in excess of thirty-eight thousand dollars, a 
reduction of twenty percent of the taxable valuation of the 
person's homestead up to a maximum reduction of one 
thousand one hundred twenty-five dollars of taxable valuation.

(6) If the person's income is in excess of thirty-eight thousand 
dollars and not in excess of forty-two thousand dollars, a 
reduction of ten percent of the taxable valuation of the person's 
homestead up to a maximum reduction of five hundred 
sixty-three dollars of taxable valuation.

d. Persons residing together, as spouses or when one or more is a 
dependent of another, are entitled to only one exemption between or 
among them under this subsection. Persons residing together, who 
are not spouses or dependents, who are co-owners of the property 
are each entitled to a percentage of a full exemption under this 
subsection equal to their ownership interests in the property.

e. This subsection does not reduce the liability of any person for special 
assessments levied upon any property.

f. Any person claiming the exemption under this subsection shall sign 
a verified statement of facts establishing the person's eligibility. Any 
income information contained in the statement of facts is a 
confidential record.

g. A person is ineligible for the exemption under this subsection if the 
value of the assets of the person and any dependent residing with 
the person exceeds five hundred thousand dollars, including the 
value of any assets divested within the last three years.

h. The assessor shall attach the statement filed under subdivision f to 
the assessment sheet and shall show the reduction on the 
assessment sheet.

i.h. An exemption under this subsection terminates at the end of the 
taxable year of the death of the applicant.

SECTION 2. A new section to chapter 57-02 of the North Dakota Century 
Code is created and enacted as follows:

Primary residence credit - Qualification - Application.

1. An individual is entitled to a credit of five hundred dollars against the 
property tax due on the individual's primary residence. The credit may not 
exceed the amount of property tax due. The credit must be applied to 
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reduce the property tax owed on the individual's primary residence after 
other exemptions or credits under this chapter have been applied.

2. For purposes of this section,   "  primary residence  "   means a dwelling in this   
state owned and occupied by an individual as that individual's primary 
place of residence and includes residences taxed under chapter 57  -  55.   
An individual may not have more than one primary residence.

3. An individual who does not reside in the primary residence in this state is 
eligible for the credit under this section if the individual's absence is due 
to confinement in a nursing home, hospital, or other care facility, for as 
long as the portion of the primary residence previously occupied by the 
individual is not rented to another individual.

4. Only one credit under this section may be applied against the property 
taxes levied against any primary residence.

5. An individual whose primary residence is a farm structure exempt from 
taxation under subsection     15 of section 57  -  02  -  08 is not eligible for a   
credit under this section.

6. The credit may not reduce the liability for special assessments levied 
upon any property.

7. To apply for a credit under this section, an applicant shall sign and file 
with the tax commissioner, by April first of each year, an application 
containing a verified statement of facts establishing the applicant's 
eligibility as of the date of the claim on a form and in the manner 
prescribed by the tax commissioner.

8. The tax commissioner, in consultation with the county auditors, shall 
prescribe, design, and make available all forms necessary to effectuate 
this section. The tax commissioner shall make these forms available 
upon request.

SECTION 3. A new section to chapter 57-02 of the North Dakota Century 
Code is created and enacted as follows:

Primary residence credit - Certification - Distribution.

1. By June first of each year, the tax commissioner shall:

a. Review the applications received under section     2 of this Act and   
determine which applicants qualify for the credit allowed under 
section     2 of this Act; and  

b. Provide to each county auditor:

(1) A copy of each approved application under subdivision     a which   
identifies a primary residence located in the county; and

(2) The sum of the credits allowed under section     2 of this Act in the   
county for the current taxable year.

2. The county auditor shall apply the credit under section     2 of this Act to   
each primary residence identified by the tax commissioner as a qualifying 
primary residence on the corresponding property tax statement.
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3. By January first of each year, the county auditor shall certify to the tax 
commissioner the sum of the credits approved by the tax commissioner 
under subsection     1 which were applied toward property taxes owed on   
primary residences in the county for the preceding year.

4. By June first of each year after 2024, the tax commissioner shall review a 
sampling of information provided by the county auditor to verify the 
accuracy of the application of the credit and certify to the state treasurer 
for payment to each county the aggregate dollar amount of credits 
allowed under section     2 of this Act in each county for the preceding year.  

5. Within fourteen days of receiving the payment from the state treasurer, 
but no later than June thirtieth of each year after 2024, the county 
treasurer shall apportion and distribute the payment to the county and to 
the taxing districts of the county on the same basis as property taxes for 
the preceding year were apportioned and distributed.

6. Supplemental certifications by the county auditor and the tax 
commissioner and supplemental payments by the state treasurer may be 
made after the dates prescribed in this section to make corrections 
necessary because of errors.

7. The county auditors shall provide information requested by the tax 
commissioner to effectuate this section.

8. The tax commissioner shall prescribe, design, and make available all 
forms necessary to effectuate this section."

Page 1, line 16, remove the overstrike over "rates in the applicable"

Page 1, line 16, remove the overstrike over "schedule"

Page 1, line 17, remove the overstrike over "For"

Page 1, line 17, remove "The tax for"

Page 1, line 18, remove the overstrike over ", the schedule"

Page 1, line 18, remove "is equal to North Dakota taxable income multiplied by the"

Page 1, line 19, remove "rate"

Page 1, line 19, remove the overstrike over "must be used for purposes of this subsection"

Page 1, line 19, remove "The tax to be"

Page 1, remove line 20

Page 1, line 21, remove the overstrike over "surviving spouse"

Page 1, line 21, remove "qualifying widow or"

Page 1, remove line 22

Page 1, line 23, remove "forty  -  four thousand seven hundred twenty  -  five dollars  "

Page 1, remove the overstrike over line 24

Page 2, remove the overstrike over line 1
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Page 2, after line 6, insert:

"$0 $44,725 $0.00 + 0.00% $0
$44,725 $225,975 $0.00 + 1.95% $44,725
$225,975 $3,534.38 + 2.50% $225,975"

Page 2, line 7, remove the overstrike over "surviving spouse"

Page 2, line 7, remove "qualifying widow or widower is one and"

Page 2, remove line 8

Page 2, line 9, remove "thousand seven hundred fifty dollars"

Page 2, remove the overstrike over lines 10 and 11

Page 2, after line 16, insert:

"$0 $74,750 $0.00 + 0.00% $0
$74,750 $275,100 $0.00 + 1.95% $74,750
$275,100 $3,906.83 + 2.50% $275,100"

Page 2, line 17, remove "is one and one  -  half percent of North Dakota taxable  "

Page 2, line 18, remove "income exceeding thirty  -  seven thousand three hundred   
seventy  -  five dollars  "

Page 2, remove the overstrike over lines 19 and 20

Page 2, after line 25, insert:

"$0 $37,375 $0.00 + 0.00% $0
$37,375 $137,550 $0.00 + 1.95% $37,375
$137,550 $1,953.41 + 2.50% $137,550"

Page 2, line 26, remove "is one and one  -  half percent of North Dakota taxable income  "

Page 2, line 27, remove "exceeding fifty  -  nine thousand nine hundred fifty dollars  "

Page 2, remove the overstrike over lines 28 and 29

Page 3, after line 3, insert:

"$0 $59,950 $0.00 + 0.00% $0
$59,950 $250,550 $0.00 + 1.95% $59,950
$250,550 $3,716.70 + 2.50% $250,550"

Page 3, line 4, remove "is one and one  -  half percent of North Dakota taxable income  "

Page 3, line 5, remove "exceeding three thousand dollars"

Page 3, remove the overstrike over lines 6 and 7

Page 3, after line 12, insert:

"$0 $3,000     $0.00 + 0.00% $0
$3,000 $10,750 $0.00 + 1.95% $3,000
$10,750 $151.13 + 2.50% $10,750"

Page 3, line 25, remove the overstrike over "rate schedules"
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Page 3, line 25, remove "rates"

Page 3, line 26, remove the overstrike over "schedules"

Page 3, line 26, remove "rates"

Page 3, line 27, remove the overstrike over "schedules"

Page 3, line 27, remove "rates"

Page 3, line 27, remove the overstrike over "minimum and"

Page 3, line 28, remove the overstrike over "maximum"

Page 3, line 28, remove "North Dakota taxable income threshold"

Page 3, line 28, remove the overstrike over "for each income"

Page 3, line 29, remove the overstrike over "bracket for which a tax is imposed"

Page 4, line 1, remove the overstrike over "to each income bracket"

Page 4, after line 8, insert:

"SECTION 5. LEGISLATIVE TAX RELIEF ADVISORY COMMITTEE - TAX 
RELIEF STUDY - REPORT TO LEGISLATIVE MANAGEMENT.

1. During the 2023-24 interim, the legislative management shall appoint a 
legislative tax relief advisory committee.

2. The committee must consist of three members of the finance and 
taxation standing committee of the house of representatives and three 
members of the finance and taxation standing committee of the senate, 
appointed by the respective majority leaders of the house of 
representatives and senate. The legislative management shall designate 
the chairman of the committee. The committee shall operate according to 
the statutes and procedures governing the operation of other legislative 
management interim committees.

3. The committee shall study tax relief, including income and property tax 
relief.

a. Based on information provided by the tax department, the study 
must include consideration of:

(1) Historical income and property tax relief provided by the 
legislative assembly, including the estimated and actual fiscal 
impact of the tax relief;

(2) An analysis of the tax relief provided by the sixty-eighth 
legislative assembly through individual income tax rate 
changes, a primary residence credit, and an expansion of the 
homestead credit, including the estimated fiscal impact for 
each method of tax relief and the effect of the income tax rate 
changes on passthrough income related to income reported on 
K-1 forms and royalty income reported on 1099-MISC forms;

(3) Options to implement a flat individual income tax rate, including 
the estimated fiscal impact of the options; 
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(4) Options to adjust the individual income tax structure, including 
the estimated fiscal impact of the options; and

(5) An update on the progress of implementing the primary 
residence credit, including the status of information technology 
changes and the amount spent on advertising the credit.

b. The committee may consider input from local taxing districts 
regarding the administration of the primary residence credit and the 
homestead credit.

c. The committee shall report its findings and recommendations, 
together with any legislation required to implement the 
recommendations, to the sixty-ninth legislative assembly.

SECTION 6. APPROPRIATION - TAX COMMISSIONER - PROPERTY TAX 
RELIEF - ONE-TIME FUNDING. There is appropriated out of any moneys in the 
general fund in the state treasury, not otherwise appropriated, the sum of 
$158,225,000, or so much of the sum as may be necessary, to the tax commissioner 
for property tax relief programs during the biennium beginning July 1, 2023, and 
ending June 30, 2025, as follows:

1. $103,225,000 for paying the state reimbursement under the primary 
residence credit;

2. $53,500,000 for paying the state reimbursement under the homestead 
credit; and

3. $1,500,000, which is considered a one-time funding item, for operating 
expenses related to information technology and advertising costs for the 
primary residence credit.

SECTION 7. EFFECTIVE DATE - EXPIRATION DATE. Section 2 of this Act 
is effective for the first two taxable years beginning after December 31, 2023, and 
after that date is ineffective."

Page 4, line 9, replace "This" with "Sections 1 and 4 of this"

Page 4, line 9, replace "is" with "are"

Page 4, line 10, after the period insert "Section 3 of this Act becomes effective on April 1, 
2024.

SECTION 9. EXPIRATION DATE. Section 3 of this Act is effective through 
June 30, 2026, and after that date is ineffective." 

Renumber accordingly

HB 1158 was placed on the Seventh order of business on the calendar. 

(1) DESK (2) COMMITTEE Page 7 h_cfcomrep_72_001



TESTIMONY 

HB 1158



Testimony in Partial Opposition of HB 1158
By Rep. SuAnn Olson

Analysis of NonResident Income Reported in 2021
Income Data Provided by ND Tax Commissioner Office

Background:
North Dakota, and most states, compute income tax on 100% of their residents' income and then allow a tax
credit for taxes they pay to another state. States generally allow a credit equal to the lesser of the actual tax paid to
 the nonresident state or the tax  payable on that income in the resident state. So, if another state has a
higher rate than ND (and with the exception of the 7 states that don't have any income tax, they virtually all do), 
the credit is limited to ND's rate on the income that is taxed in another state. If ND reduces
its tax rate, we are reducing the revenue that will come in from nonresidents. Yet, these nonresidents will not
receive a benefit. They will be paying the tax that would have gone to ND to their state of residence.

Notes:
Income taxes are the least "regressive" taxes, meaning they are based on a taxpayer's ability to pay. 
Property taxes and sales tax are more regressive in that they are only partially based on a taxpayer's ability to pay.

Current Proposed
Income

 Reported
in 2021

Estimated 
Average Tax Flat Tax

Foregone 
Revenue to 

ND

Assumed Average Tax Rate 2.04% 1.5%

Schedule ND-1NR, Column B

-                     -                     -                     
   Royalties 942,663,450        19,230,334      14,139,952      5,090,383        
   Rents 111,812,422        2,280,973        1,677,186        603,787            
   Other (Business income etc) 1,211,793,926     24,720,596      18,176,909      6,543,687        

Line 6 Total Income from Rents, Royalties, K-1s 2,266,269,798      46,231,904       33,994,047       12,237,857       
All other types of income 2,607,410,081     53,191,166      39,111,151      14,080,014      
Line 18b Total NonResident Income 4,873,679,879   99,423,070    73,105,198    26,317,871     Minimum

*Differential between 2.9% & 1.5% 141,336,716  73,105,198    68,231,518     Maximum

The real tax rate of these NonResidents is unknown. The actual foregone revenue might be somewhere around  $50M.

Example of the tax impact of a change in rate to a NonResident

Assumptions:
   John is a MN resident and has taxable income from all sources of $300,000. $100,000 of it is earned from ND sources.

2022 2023 Change
ND Tax on $100,000 2,172                     1,276                 (895)                   -41%

MN Tax on $300,000 24,750                   24,750               
Credit for taxes paid to ND (2,172)                    (1,276)                895                    
   Net Tax Due to MN 22,578                   23,473               -                     

While NonResidents will pay less tax to ND if the tax rates are reduced, these individuals will still be paying the same amount 
of tax. They will simply be paying the ND tax savings over to their state of residence.
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House Bill No. 1158 
Testimony-IN SUPPORT 

Jeff Stark, Business Manager/Secretary-Treasurer 
International Union of Painters & Allied Trades District Council 82 

House Finance and Taxation Committee 
January 11, 2023 

 
Chairman Headland and members of the Committee, I am Jeff Stark, Business Manager/Secretary-Treasurer for the 
International Union of Painters & Allied Trades District Council 82. On behalf of the International Union of Painters 
and Finishing Trades (IUPAT), I am here today to offer our support for House Bill 1158, to reduce the personal income 
taxes of all hard-working North Dakota taxpayers. 
 
The International Union of Painters & Allied Trades District Council 82 provides a voice for almost 3,000 workers in the 
finishing trades across Minnesota, Montana, North Dakota, South Dakota, and western Wisconsin. Our members are 
trained in a variety of industry needs, including industrial and commercial painting, drywall finishing, glazing, glass work, 
sign installation, convention workers, silk screen paint making and embroidery. 
 
Our support for your bill is not a union or non-union matter, it is about hard-working North Dakotans getting the tax 
relief they need and deserve right now. With the price of gas, food, day-care, clothes, you name it, going up right now – 
our members strongly believe the pinch on middle class families has reached a breaking point. By eliminating income 
taxes for a large portion of North Dakota taxpayers, it will put money in their family budgets right away and provide 
them with ongoing saving they can count on. 
 
We whole heartedly agree with Governor Doug Burgum when he said in his state of the state address, “Let’s show our 
working families in North Dakota that we understand their struggles by expediting this income tax relief legislation and 
making it one of the first bills to be signed this session.” 
 
By eliminating three out of the five tax brackets, and reducing the remaining tax rate to 1.5%, North Dakota will have 
the lowest income tax rate of any state in the country that has an income tax. Our members, and all North Dakotans will 
feel that relief and have more money to put back into the state’s economy, helping to build a better future for all of us. 
 
Like many other organizations and businesses in North Dakota, we are struggling to find more workers. The tax relief in 
this bill will help both labor and management equally and show that the state of North Dakota is serious about attracting 
new workers in this highly competitive workforce market. 
 
Our members are looking for a commitment on tax relief from their elected representatives that is permanent and 
consistent. Your bill provides that commitment. By using the one-time funding from budget surpluses to fund 
permanent tax relief, you are creating a legacy of economic growth for generations to come, for our members and all 
North Dakotans. 
 
Mr. Chairman and members of the House Finance and Tax Committee, we believe Chairman Headland’s bill will provide 
critical relief for IUPAT members and all North Dakotans. We strongly urge your support and ask you to pass this bill as 
quickly as possible so Governor Burgum can sign it into law.  
 
Thank you for your consideration. 

#12853

International Union of Painters & Allied Trades 
District Council 82 

AFL-CIO 

A ffiliate d Locals, 6 1 - 106 - 386 - 681 - 880 - 1324 - 1922 - 1962 - 2002 



HB 1  158   – Testimony by Dustin Gawrylow (Lobbyist #266) North Dakota Watchdog Network  

The North Dakota Watchdog Network is in favor of the proposed Flat Income Tax. 

The large universal exemption approach is the most fair way to prevent regressivity in the changes. 
Working classes receive a 100% income tax cut immediately.   

We urge the committee to check the math to ensure there is no marriage penalties.  

It appears there may be as the $74,750 married filing jointly is not exactly double the $44,775 threshold
for single filers.  And the married filing separately threshold of $37,375 is also not equal to the single 
filer rate.

If this was intentional, please explain the reasoning.  

If it was not intentional, an amendment should be offered to fix this oddity. 
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Americans Moved to Low-Tax States in 2022
January 10, 2023

Janelle Fritts

Americans were on the move in 2022 and chose low-tax states over high-tax ones. 

That’s the finding of recent U.S. Census Bureau population data and commercial 

datasets released this week by U-Haul and United Van Lines.

The U.S. population grew 0.4 percent between July 2021 and July 2022, an increase 

from the previous year’s historically low rate of 0.1 percent. While international 

migration helped numbers on the national level, interstate migration was still a key driver

of state population numbers. New York’s population shrunk by 0.9 percent between July 

2021 and July 2022, Illinois lost 0.8 percent of its population, and Louisiana (also 0.8 

percent), West Virginia (0.6 percent), and Hawaii (0.5 percent) rounded out the top five 

jurisdictions for population loss. At the same time, Florida gained 1.9 percent, while 

Idaho, South Carolina, Texas, South Dakota, Montana, Delaware, Arizona, North 

Carolina, Utah, Tennessee, Georgia, and Nevada all saw population gains of 1 percent 

or more.

This population shift paints a clear picture: people left high-tax, high-cost states for 

lower-tax, lower-cost alternatives.

The individual income tax is illustrative here (though only one component of overall 

tax burdens, it is often highly salient). In the top third of states for population growth 

(including D.C.), the average combined top marginal state income tax rate is about 4.0 

percent. In the bottom third, it’s about 6.6 percent.

Six states in the top third forgo taxes on wage income (Florida, Texas, South Dakota, 

Tennessee, and Nevada, as well as Washington, which taxes capital gains income but 

not wage income), and the highest top rate in that cohort is Maine’s 7.15 percent. 



Among the bottom third, five jurisdictions—California, Hawaii, New Jersey, New York, 

and Oregon—have double-digit income tax rates, and—excepting Alaska, with no 

income tax—the lowest rate is in Pennsylvania, where a low state rate of 3.07 percent is

paired with some of the highest local income tax rates in the country. Six states in the 

bottom third have local income taxes; only one in the top third does.

he Census data shows population gains and losses, but not cross-border migration. 
(The Census provides migration data but on a longer time delay.) Moving data from U-
Haul and United Van Lines, while less robust—and undoubtedly influenced by their 
geographic coverage—speaks more directly to cross-border migration and is 
confirmatory. Both companies see states like California, Illinois, Massachusetts, and 

State Population Change in 2022 
State Migration Patterns, from Most Inbound to Most Outbound, 2022 
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New York as the biggest losers, while states like Texas, Florida, and Tennessee are 
among the largest net gainers.

Low-Tax States Saw More Population Growth and Higher Inbound Migration

Census Population Data (July 2021 – July 2022) and Industry Moving Data (2022)
State Census U-Haul UVL
Alabama 20 20 10

Alaska 37 41 n.a.

Arizona 8 7 20

Arkansas 17 43 18

California 41 50 40

Colorado 19 11 31

Connecticut 31 28 39

Delaware 7 27 5

District of Columbia (21) 36 7

Florida 1 2 12

Georgia 12 8 19

Hawaii 46 n.a. n.a.

Idaho 2 10 15

Illinois 49 49 48

Indiana 23 14 22

Iowa 30 21 34

Kansas 33 39 36

Kentucky 28 26 24

Louisiana 48 35 41

Maine 15 29 17

Maryland 40 44 30

Massachusetts 38 47 43

Michigan 34 48 46

Minnesota 29 17 29

Mississippi 44 34 37

Missouri 27 15 25

Montana 6 18 28

Nebraska 24 32 42

Nevada 13 13 26

New Hampshire 18 38 14
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Census Population Data (July 2021 – July 2022) and Industry Moving Data (2022)
State Census U-Haul UVL
New Jersey 35 45 49

New Mexico 39 19 9

New York 50 46 47

North Carolina 9 4 6

North Dakota 26 37 32

Ohio 36 9 38

Oklahoma 14 42 33

Oregon 45 22 2

Pennsylvania 43 24 44

Rhode Island 42 40 3

South Carolina 3 3 4

South Dakota 5 31 8

Tennessee 11 6 11

Texas 4 1 16

Utah 10 12 35

Vermont 32 30 1

Virginia 22 5 21

Washington 16 23 23

West Virginia 47 25 13

Wisconsin 25 16 27

Wyoming 21 33 45

Sources: U.S. Census Bureau; U-Haul; United Van Lines.

These industry studies record total migrations, whereas population data can be put in 

percentage terms, so large states like Texas—which, according to the Census Bureau, 

had the most population growth in nominal terms, but fourth-most in percentage terms—

show up prominently while smaller states that saw large population surges, like Idaho, 

are somewhat lower on the list.

Another story from the industry data that is less apparent in Census population data is 

regional competition, even among comparatively high-tax states. Vermont is first in the 

United Van Lines data but middle-of-the-pack for overall population change because the

state benefited from outmigration from densely populated Northeastern cities.
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Similarly, U-Haul has relatively few inbound trips to Oklahoma, New Hampshire, and a 

few other states compared to United Van Lines and, more importantly, to Census data 

on population growth. Relatively local moves, such as those within the D.C. metropolitan

area, can make a jurisdiction like the District of Columbia look like it is doing very well on

United Van Lines data even though the Census data shows much milder growth. The 

industry data has limitations, but it remains informative.

People move for many reasons. Sometimes taxes are expressly part of the calculation. 

Often, they play an indirect role (by contributing to a broadly favorable economic 

environment). And other times, of course, they don’t factor in at all. The Census data 

and these industry studies cannot tell us exactly why each person moved, but there is 

no denying a very strong correlation between low-tax, low-cost states and population 

growth. With many states responding to robust revenues and heightened state 

competition by cutting taxes, these trends may only get larger.

The pandemic has accelerated changes to the way we live and work, making it far 

easier for people to move—and they have. As states work to maintain their 

competitive advantage, they should pay attention to where people are moving, and 

try to understand why.



States Inaugurate a Flat Tax Revolution
November 14, 2022

In more than a century of state income taxes, only four states have ever transitioned 
from a graduated-rate income tax to a flat tax. Another four adopted legislation doing 
so this year, and a planned transition in a fifth state is now going forward under a recent 
court decision. In what is already a year of significant bipartisan focus on tax relief, 2022
is also launching something of a flat tax revolution. 

In 1987, the 75th anniversary of state income taxation, Colorado replaced its half 
century-old graduated-rate income tax with a single-rate tax. It would take another 30 

States Inaugurate a Flat Tax Revolution 
State Individual Income Tax Structures as of November 2022 
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years for another state to follow suit, when Utah implemented a flat tax in 2007. Next 
came North Carolina in 2014, as part of that state’s comprehensive reforms, and most 
recently, Kentucky implemented a single rate of 5 percent in 2019. They joined five other
states which already had flat taxes: Illinois, Indiana, Massachusetts, Michigan, and 
Pennsylvania.

The first state income tax, implemented in Wisconsin in 1912, had a two-rate structure. 

The first flat tax was Massachusetts’ tax, which went into effect in 1917. Five states had 

income taxes back then, with Massachusetts and Virginia both implementing them that 

January. Only five years passed between the first progressive income tax and the first 

flat income tax, but 75 years passed between the first progressive income tax and the 

first time one was transitioned from graduated to single rate. It took more than a century 

for three to do so—and four states have adopted legislation to make that transition just 

this year, with a fifth cleared for the transition by a court decision and a two more 

potentially in the wings.

Iowa is phasing in a 3.9 percent flat individual income tax by 2026, going from a 

graduated-rate tax that not long ago topped out at 8.98 percent. Mississippi will have a 

flat tax as of next year, with a 4 percent rate by 2026. Georgia’s income tax is now 

scheduled to convert to a flat rate of 5.49 percent, eventually phasing down to 4.99 

percent. A court cleared the way for the implementation of Arizona’s transition to a 2.5 

percent flat tax, which should happen, pending revenue availability, in 2024. In special 

session, Idaho adopted a 5.8 percent flat tax, replacing a four-bracket 

system. Missouri has been called into special session to adopt income tax rate cuts, 

but a flat tax could still be a consideration, soon if not this session, and a serious effort 

at adopting a flat tax is likely in Oklahoma next year.

Supporters of flat taxes often identify the simplicity as one of their salient features. This 

is true, but it’s important to stop and ask what is meant by this. It is not enough to merely

state that a single rate is simpler than multiple rates, because, while trivially true, it tells 



us relatively little. It is not particularly difficult to use tax tables to ascertain one’s tax 

liability.

Flat taxes are meaningfully simple, however, in several ways. It is easier to forecast 

revenue under a flat tax, and to project the revenue effects of potential tax changes. It is

easier for taxpayers to estimate their tax liability and how it would change under different

income scenarios, which enhances tax transparency and potentially improves some 

economic decision-making. It accords better with impressions that taxpayers form of tax 

burdens based on headline rates, such that individuals and small businesses may be 

more attracted to a state with a relatively lower flat rate than one with a graduated-rate 

system that would yield similar liability. And it simplifies the function by which taxpayers 

decide whether to work or invest more on the margin, since all marginal returns to labor 

and investment are exposed to the same rate.

Of greater significance for taxpayers, however, is that flat-rate income taxes tend to 

function as a bulwark against unnecessary tax increases, and to provide greater 

certainty for individual and business taxpayers. Economic decisions are made on the 

margin; choices about investments, labor, or relocation will be made on the basis of the 

effect on the next dollar of income, not the prior ones. A competitive top marginal rate 

matters most for economic growth, and flat income taxes—given their “all-in” nature—

not only mean a lower rate on that all-important margin, but tend to be harder to raise in 

the future, whereas highly graduated taxes are more susceptible to targeted, but often 

economically inefficient, tax hikes.

Taxpayers seem to sense this intuitively: it seems to have been persuasive in Illinois, for

instance, where voters lopsidedly rejected a constitutional amendment permitting a 

graduated-rate structure even though the initially proposed tax increase would not 

increase tax liability for the vast majority of voters. They seemed to recognize that, once 

the principle was established, higher rates would be established for more and more 



taxpayers—even setting aside the implications for the state’s economic 

competitiveness.

This is one reason why states with nearly-flat taxes should consider finishing the job. In 

Alabama, for instance, the current three-bracket system, with the top rate kicking in at 

$3,000 of income, only provides $40 in tax savings compared to taxing all income at the 

top rate. Raising the standard deduction would easily provide the same progressive 

benefits while embracing the simplicity and—more importantly—the certainty and 

stability of a single-rate tax. Five other states likewise have top rates that kick in at or 

below $10,000, including Idaho and Mississippi, which are now transitioning to a flat tax,

and Oklahoma, where a flat tax is under active consideration.

Six States Have Nearly Flat Graduated-Rate Income Taxes

State Brackets Top Rate Kick-In Maximum Savings
Alabama 3 $3,000 $40

Georgia 6 $7,000 $173

Idaho 4 $7,939 $222

Mississippi 2 $10,000 $50

Missouri 9 $8,704 $145

Oklahoma 6 $7,200 $191

State statutes; Tax Foundation calculations
These states now present an opportunity for reform culminating in a flat tax, but they 

also serve as a cautionary tale about the implications of not indexing a graduated-rate 

income tax. When Alabama adopted its graduated-rate income tax in 1935, the majority 

of taxpayers were fully exempt, and few taxpayers were subject to the top marginal rate 

of 5 percent on income above $3,000, which is equivalent to almost $63,500 in 2022, 

higher than today’s median household income in the state and a small fortune in 

Depression-era Alabama. Over time, the lack of inflation indexing has subjected the 

vast majority of taxpayers’ income to the top marginal rate. The same is true in Georgia, 

where policymakers have adopted a very gradual approach to a flat tax. Georgia’s top 



rate has kicked in at $7,000 since 1955, when it was equivalent to about $75,000 in 

today’s dollars.

Of the nine states that already have flat taxes, five enshrine that status in their state 

constitution, locking in the benefit and making it harder for lawmakers to raise taxes by 

switching to a progressive tax regime. This is a particularly important protection for small

business owners, since about 95 percent of all businesses are pass-through businesses

subject to individual, not corporate, income taxes, and the vast majority of pass-through 

business income is earned by companies exposed to states’ top marginal income tax 

rates. In Illinois, for instance, where lawmakers championed a failed constitutional 

amendment to permit a graduated-rate income tax, 93 percent of pass-through 

business income was on returns with more than $200,000 in adjusted gross income 

(AGI), and over half of all pass-through business income was reported on returns 

showing more than $1 million in AGI. Hiking the top marginal rate is not just about the 

wealthy; it is about the state’s small businesses too, and about providing a greater level 

of certainty for entrepreneurs making location decisions.

The states now transitioning to flat taxes, and those which have not yet constitutionally 

protected their current single-rate tax structures, should consider doing so. The following

table shows states which currently have, or are on track to implement, a flat tax, with 

date of implementation (past or future) and whether a single rate tax is constitutionally 

mandated. Of the five states that have had flat taxes from the start, four enshrine this 

status in their constitution. Of the four that transitioned, only one does.

14 States Have, Or Are Implementing, Flat Income Taxes

State PIT Adopted Flat As Of Constitutional
Arizona 1933 2024  

Colorado 1937 1987 ✓

Georgia 1929 2024  

Idaho 1931 2023  

Illinois 1969 Always ✓

Indiana 1965 Always  



State PIT Adopted Flat As Of Constitutional
Iowa 1934 2026  

Kentucky 1936 2019  

Massachusetts 1917 Always ✓

Michigan 1967 Always ✓

Mississippi 1912 2023  

North Carolina 1921 2014  

Pennsylvania 1971 Always ✓

Utah 1971 2007  

Notes: Georgia, Idaho, Iowa, and Mississippi are implementing flat taxes in accordance with 
legislation enacted this year, while in Arizona, a court has cleared the implementation of a 
2021 law. Implementation dates in Arizona and Georgia are contingent on revenue 
availability.
Sources: State statutes; Tax Foundation research.

States shifted from graduated to single-rate income taxes in 1987, 2007, 2014, and 

2019. A recent court decision will allow a 2021 law in Arizona to move forward. With new

laws beginning that transition in Arizona, Georgia, Iowa, and Mississippi, 2022 has 

already seen the enactment or legal clearance of as many new flat taxes as we’ve seen 

transition in the history of state income taxes to date, and that’s before any action is 

taken in Missouri and Oklahoma.
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EXECUTIVE SUMMARY
The Tax Foundation’s State Business Tax Climate Index enables business leaders, 
government policymakers, and taxpayers to gauge how their states’ tax systems compare. 
While there are many ways to show how much is collected in taxes by state governments, 
the Index is designed to show how well states structure their tax systems and provides a 
road map for improvement.

The absence of a major tax is a common factor among many of the top 10 states. Property 
taxes and unemployment insurance taxes are levied in every state, but there are several 
states that do without one or more of the major taxes: the corporate income tax, the 
individual income tax, or the sales tax. Nevada, South Dakota, and Wyoming have no 
corporate or individual income tax (though Nevada imposes gross receipts taxes); Alaska 
has no individual income or state-level sales tax; Florida has no individual income tax; and 
New Hampshire and Montana have no sales tax. 

1. Wyoming
2. South Dakota
3. Alaska
4. Florida
5. Montana
6. New Hampshire
7. Nevada
8. Utah
9. Indiana
10. North Carolina

The 10 lowest-ranked, or worst, 
states in this year’s Index are:

The 10 best states in this 
year’s Index are:

41. Alabama
42. Rhode Island
43. Hawaii
44. Vermont
45. Minnesota
46. Maryland
47. Connecticut
48. California
49. New York
50. New Jersey

Note: A rank of 1 is best, 50 is worst. D.C.’s score and rank 
do not affect other states. The report shows tax systems 
as of July 1, 2022 (the beginning of Fiscal Year 2023).
Source: Tax Foundation.
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This does not mean, however, that a state cannot rank in the top 10 while still levying all 
the major taxes. Indiana and Utah, for example, levy all the major tax types but do so with 
low rates on broad bases.

The states in the bottom 10 tend to have a number of afflictions in common: complex, 
nonneutral taxes with comparatively high rates. New Jersey, for example, is hampered by 
some of the highest property tax burdens in the country, has the highest-rate corporate 
income taxes in the county, and has one of the highest-rate individual income taxes. 
Additionally, the state has a particularly aggressive treatment of international income, 
levies an inheritance tax, and maintains some of the nation’s worst-structured individual 
income taxes.

 

NOTABLE RANKING CHANGES IN THIS YEAR’S INDEX
Arizona
Arizona transitioned from a four-bracket 
individual income tax with a top rate of 4.5 
percent to a two-bracket system with a 
top rate of 2.98 percent, a waypoint on the 
state’s transition to a 2.5 percent single-
rate tax. Initially scheduled for 2024, robust 
revenue growth has led to the certification 
of the 2.5 percent rate for January 1, 2023, 
a significant development that will further 
improve Arizona’s ranking in next year’s 
Index. This year’s changes, however, were 
sufficient for Arizona to improve five places 
overall, from 24th to 19th.

Arkansas
Like many states, Arkansas adopted both 
corporate and individual income tax rate 
reductions. In Arkansas’s case, these rate 
reductions—to a top individual income tax 
rate of 4.9 percent, down from 5.9 percent, 
and a corporate rate reduced from 6.2 to 
5.9 percent—went into effect for the 2022 
tax year. The corporate income tax rate 
reduction also resulted in the consolidation 
of an existing bracket. These changes 
were the primary driver of the state’s 
improvement from 43rd to 40th overall. 

Georgia
Under legislation adopted in 2022, Georgia 
will adopt a 5.49 percent flat-rate income 
tax in 2024 and ultimately phase that rate 
down to 4.99 percent. These changes, 
however, lie in the future, and for now, 
improvements in the tax policies of three 
other states—Mississippi, Nebraska, and 
South Carolina—saw Georgia slide three 
places by standing still.

Idaho
Idaho improved two places overall, from 
17th to 15th, due to the implementation 
of individual and corporate income tax 
rate reductions which took the individual 
income tax’s top rate, and the corporate 
income tax’s flat rate, from 6.5 to 6.0 
percent. A ballot measure that would 
have created a new top rate of 10.925 
percent to raise additional revenue for 
public education was taken off the ballot, 
and a deal was struck instead to provide 
additional education funding while 
implanting a 5.8 percent flat individual 
income tax rate in 2023. This change, which 
will be reflected in next year’s Index, will 
result in a further improvement in Idaho’s 
ranking.
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TABLE 1.

2023 State Business Tax Climate Index Ranks and Component Tax Ranks

State
Overall  

Rank
Corporate 
Tax Rank

Individual Income 
Tax Rank

Sales  
Tax Rank

Property  
Tax Rank

Unemployment 
Insurance Tax Rank

Alabama 41 18 30 50 18 19
Alaska 3 28 1 5 26 44
Arizona 19 23 16 41 11 14
Arkansas 40 29 37 45 27 20
California 48 46 49 47 19 24
Colorado 21 7 14 40 36 42
Connecticut 47 27 47 23 50 23
Delaware 16 50 44 2 4 2
Florida 4 10 1 21 12 3
Georgia 32 8 35 31 28 35
Hawaii 43 19 46 27 32 30
Idaho 15 26 19 10 3 47
Illinois 36 38 13 38 44 43
Indiana 9 11 15 19 2 27
Iowa 38 34 40 15 40 33
Kansas 25 21 22 25 17 15
Kentucky 18 15 18 14 24 48
Louisiana 39 32 25 48 23 6
Maine 35 35 23 8 47 38
Maryland 46 33 45 30 42 41
Massachusetts 34 36 11 13 46 50
Michigan 12 20 12 11 25 8
Minnesota 45 43 43 29 31 34
Mississippi 30 13 26 33 37 5
Missouri 11 3 21 26 7 4
Montana 5 22 24 3 21 18
Nebraska 29 30 32 9 39 11
Nevada 7 25 5 44 5 46
New Hampshire 6 44 9 1 43 45
New Jersey 50 48 48 42 45 32
New Mexico 22 12 36 35 1 9
New York 49 24 50 43 49 40
North Carolina 10 5 17 20 13 10
North Dakota 17 9 27 28 9 7
Ohio 37 39 41 36 6 13
Oklahoma 23 4 31 39 30 1
Oregon 24 49 42 4 20 36
Pennsylvania 33 42 20 16 16 22
Rhode Island 42 40 33 24 41 49
South Carolina 31 6 28 32 35 29
South Dakota 2 1 1 34 14 37
Tennessee 14 45 6 46 33 21
Texas 13 47 7 37 38 12
Utah 8 14 10 22 8 16
Vermont 44 41 39 17 48 17
Virginia 26 17 34 12 29 39
Washington 28 37 8 49 22 25
West Virginia 20 16 29 18 10 26
Wisconsin 27 31 38 7 15 31
Wyoming 1 1 1 6 34 28
District of Columbia 48 29 48 39 49 38

Note: A rank of 1 is best, 50 is worst. Rankings do not average to the total. States without a tax rank equally as 1. D.C.’s score and 
rank do not affect other states. The report shows tax systems as of July 1, 2022 (the beginning of Fiscal Year 2023).
Source: Tax Foundation.
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Louisiana
The Bayou state implemented a package 
of tax reforms resulting in an improvement 
of three places on the Index, from 42nd 
to 39th, while improving the state’s 
individual income tax component by nine 
places and the corporate and property 
tax components by two places each. 
Reforms approved by voters in November 
2021 yielded the repeal of the deduction 
for federal taxes paid, replaced by lower 
statutory tax rates. The top rate of the 
individual income tax was cut from 6.0 
to 4.25 percent, while the state’s five 
corporate income tax brackets were 
consolidated into three, with a reduction 
in the top rate from 8 to 7.5 percent. 
Additionally, the capital stock tax rate was 
reduced from 0.3 percent to 0.275 percent, 
with the goal of eventual repeal through 
tax triggers.

Nebraska
Legislative Bill 432, signed into law in 2021, 
reduced Nebraska’s top marginal corporate 
income tax rate from 7.81 percent to 
7.5 percent on January 1, 2022, and will 
further reduce the rate to 7.25 percent in 
January 2023. Additional legislation (LB 
873) enacted in 2022 will reduce the state’s 
top marginal individual income tax rate 
from 6.84 to 5.84 percent over five years, 
beginning in 2023. This year’s corporate 
tax reduction contributed to Nebraska 
improving one place overall, from 30th to 
29th.

New Mexico
Alone among states, New Mexico used 
recent revenue growth to facilitate a state 
sales tax rate reduction, from 5.125 to 
5.0 percent. New Mexico’s sales tax is a 
hybrid tax, which the state calls a gross 
receipts tax, with an overly broad base 
that includes more business-to-business 
transactions than most states’ sales taxes. 
Combined with a modest improvement in 

unemployment insurance taxes relative 
to changes in other states, this rate cut 
propelled New Mexico five places on the 
Index, from 27th to 22nd overall.

Oklahoma
In a tax package that may be just the 
beginning, Oklahoma trimmed its top 
marginal individual income tax rate from 5 
to 4.75 percent, cut the corporate rate from 
6 to 4 percent (tied for second lowest), 
and became the first state to make its 
full expensing policy permanent. Since 
Oklahoma already had full expensing, 
the latter policy does not impact the 
state’s score for now, but with federal 
bonus depreciation scheduled to phase 
down beginning in 2023, if other states 
do not make their own adjustments, their 
provisions will become less generous while 
Oklahoma’s pro-investment policies remain 
intact. Oklahoma improved five places on 
the Index, from 28th to 23rd.

South Carolina
South Carolina income tax reforms—
retroactive to the first of the year—reduced 
the top rate from 7.0 to 6.5 percent while 
consolidating several brackets. The state 
has long had the highest top rate in the 
southeast, and while it maintains that 
distinction under this recent rate reduction, 
the gap between South Carolina and 
its neighbors has narrowed. The state 
improved two places on the Index, from 
33rd to 31st, with further improvements 
anticipated in future years as the tax rate 
continues to phase down.
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TABLE 2.

 State Business Tax Climate Index (2014–2023)

Prior Year Ranks 2022 2023
2022-2023 

Change

State 2014 2015 2016 2017 2018 2019 2020 2021 Rank Score Rank Score Rank Score
Alabama 40 40 41 38 39 41 40 40 39 4.57 41 4.56 -2 -0.01
Alaska 4 4 3 3 3 3 3 3 3 7.25 3 7.23 0 -0.02
Arizona 27 26 23 24 24 23 22 23 24 5.10 19 5.26 5 0.16
Arkansas 41 42 45 42 43 46 44 46 43 4.50 40 4.57 3 0.07
California 48 48 48 48 49 48 48 48 48 3.58 48 3.56 0 -0.02
Colorado 23 22 21 21 20 18 20 19 20 5.23 21 5.17 -1 -0.06
Connecticut 47 47 47 47 47 47 47 47 47 4.10 47 4.08 0 -0.02
Delaware 18 15 15 22 22 14 15 16 16 5.33 16 5.32 0 -0.01
Florida 5 5 4 4 4 4 4 4 4 6.91 4 6.85 0 -0.06
Georgia 28 30 33 31 30 34 31 28 29 5.01 32 4.99 -3 -0.02
Hawaii 38 38 36 32 33 39 38 38 41 4.53 43 4.51 -2 -0.02
Idaho 15 18 18 18 18 20 19 20 17 5.28 15 5.33 2 0.05
Illinois 33 36 28 25 29 35 36 36 36 4.77 36 4.78 0 0.01
Indiana 10 10 10 9 9 10 10 9 9 5.64 9 5.63 0 -0.01
Iowa 45 45 46 46 46 45 45 42 38 4.67 38 4.66 0 -0.01
Kansas 22 24 26 27 28 31 34 33 23 5.14 25 5.13 -2 -0.01
Kentucky 35 35 34 37 37 19 18 17 18 5.27 18 5.27 0 0.00
Louisiana 32 33 38 45 45 42 43 41 42 4.50 39 4.62 3 0.12
Maine 30 34 35 36 35 28 29 32 34 4.96 35 4.90 -1 -0.06
Maryland 39 39 40 41 40 40 42 44 46 4.25 46 4.28 0 0.03
Massachusetts 26 28 27 28 25 30 35 35 35 4.93 34 4.95 1 0.02
Michigan 11 12 13 13 13 13 12 13 12 5.58 12 5.57 0 -0.01
Minnesota 46 46 44 44 44 44 46 45 45 4.37 45 4.35 0 -0.02
Mississippi 25 27 29 29 27 27 28 30 31 5.00 30 5.00 1 0.00
Missouri 14 16 19 15 15 15 14 11 11 5.60 11 5.59 0 -0.01
Montana 6 6 6 6 6 5 5 5 5 6.07 5 6.08 0 0.01
Nebraska 36 29 30 30 34 25 27 29 30 5.00 29 5.02 1 0.02
Nevada 3 3 5 5 5 6 7 7 6 5.94 7 5.93 -1 -0.01
New Hampshire 8 7 7 7 7 7 6 6 7 5.93 6 5.96 1 0.03
New Jersey 49 49 50 49 50 50 50 50 50 3.36 50 3.37 0 0.01
New Mexico 21 23 24 26 26 24 24 21 27 5.07 22 5.16 5 0.09
New York 50 50 49 50 48 49 49 49 49 3.50 49 3.45 0 -0.05
North Carolina 31 11 12 11 10 11 11 10 10 5.61 10 5.60 0 -0.01
North Dakota 19 19 17 17 17 16 17 18 19 5.26 17 5.29 2 0.03
Ohio 42 41 42 39 41 37 37 37 37 4.72 37 4.72 0 0.00
Oklahoma 20 21 22 20 21 26 26 25 28 5.06 23 5.15 5 0.09
Oregon 9 9 9 10 11 9 8 15 22 5.15 24 5.14 -2 -0.01
Pennsylvania 37 37 37 33 36 36 33 34 32 5.00 33 4.99 -1 -0.01
Rhode Island 44 43 39 40 38 38 39 39 40 4.54 42 4.54 -2 0.00
South Carolina 29 31 31 34 32 32 32 31 33 4.97 31 5.00 2 0.03
South Dakota 2 2 2 2 2 2 2 2 2 7.48 2 7.49 0 0.01
Tennessee 24 25 25 23 23 29 30 26 14 5.45 14 5.44 0 -0.01
Texas 12 13 11 12 12 12 13 12 13 5.55 13 5.51 0 -0.04
Utah 7 8 8 8 8 8 9 8 8 5.64 8 5.64 0 0.00
Vermont 43 44 43 43 42 43 41 43 44 4.47 44 4.44 0 -0.03
Virginia 16 17 20 19 19 21 23 24 25 5.09 26 5.07 -1 -0.02
Washington 13 14 14 14 14 17 16 14 15 5.38 28 5.03 -13 -0.35
West Virginia 17 20 16 16 16 22 21 22 21 5.18 20 5.21 1 0.03
Wisconsin 34 32 32 35 31 33 25 27 26 5.07 27 5.07 -1 0.00
Wyoming 1 1 1 1 1 1 1 1 1 7.77 1 7.76 0 -0.01
District of Columbia 47 48 47 48 48 47 47 48 48 3.86 48 3.75 0 -0.11
Note: A rank of 1 is best, 50 is worst. All scores are for fiscal years. D.C.’s score and rank do not affect other states.
Source: Tax Foundation.
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Washington
Washington experienced the worst slide 
in Index ranking this year, falling 13 places 
from 15th to 28th, primarily due to giving 
up its status as a state without an income 
tax. The state adopted a capital gains 
income tax on high earners that contains 

a sizeable marriage penalty and is not 
adjusted for inflation. Washington, with its 
unenviably aggressive gross receipts tax 
and high-rate sales tax, has always been 
buoyed on the Index by forgoing an income 
tax. With the loss of this distinctive, the 
state plummeted in our rankings.

RECENT AND SCHEDULED CHANGES NOT REFLECTED IN 
THE 2023 INDEX
Georgia
On January 1, 2024, Georgia will transition 
from a graduated individual income tax 
with a top rate of 5.75 percent to a flat 
tax structure with a rate of 5.49 percent. 
Per HB 1437, the rate could decrease 
to 4.99 percent by January 1, 2029, if 
certain revenue conditions are met, paired 
with substantial increases in personal 
exemptions.

Indiana
The Hoosier State will cut its flat individual 
income tax rate from 3.23 to 3.15 percent 
in 2023. If subsequent triggers are met, the 
rate could be reduced to 2.9 percent by 
2029.

Iowa
In Iowa, a comprehensive tax reform 
package will see the state’s high graduated 
rate income tax transformed into a flat 
tax of 3.9 percent, with the corporate 
income tax declining to 5.5 percent, among 
other reforms. These changes are not in 
effect in 2022, though 2023 will usher in 
a consolidation of the income tax to four 
brackets with a top marginal rate of 6.0 
percent, heading toward a flat rate tax in 
2026. These changes, which accelerate 
and build upon two previous rounds of tax 
reform, will dramatically improve Iowa’s 
ranking.

Kentucky
With the passage of HB 8, Kentucky will 
use revenue triggers to reduce its individual 
income tax by 0.5 percentage points in 
years in which the triggers are met. The use 
of these triggers could theoretically lead to 
the phaseout of the individual income tax 
in its entirety. However, even absent the 
elimination of the tax, rate reductions will 
bolster Kentucky’s score in future years.

Mississippi
Under HB 531, Mississippi will eliminate 
its current 4 percent individual income 
tax bracket on January 1, 2023. This will 
transition the state from a graduated 
income tax structure to a flat rate of 5 
percent. The flat rate is scheduled to 
decrease to 4.7 percent in 2024, 4.4 
percent in 2025, and finally 4 percent in 
2026.

Montana
Montana adopted structural reforms to 
both its individual and corporate income 
taxes in 2021, with the individual income 
tax rate seeing a modest reduction on 
January 1, 2022, which was not enough 
to change the state’s rank on the Index—
particularly given similar or larger cuts in 
many other states. In 2024, however, the 
seven brackets will be consolidated into 
two with a top rate of 6.5 percent, which is 

https://www.legis.ga.gov/legislation/62346
http://billstatus.ls.state.ms.us/2022/pdf/history/HB/HB0531.xml
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likely to yield a favorable ranking change. 
Although the lowest rate will rise to 4.7 
percent in 2024, conforming to the federal 
standard deduction in 2025 will yield 
tax savings for lower-income taxpayers. 
This law also doubles the bracket widths 
for married filers, thereby removing the 
marriage penalty that currently exists in the 
state’s income tax code.

New Hampshire
Currently, New Hampshire is the only 
state that does not impose a tax on wage 
or salary income but does levy a tax on 
interest and dividend income. Beginning 
in tax year 2023, the state will phase out 
this interest and dividends tax by one 
percentage point per year until it is fully 
repealed by 2027. This year, the state 
reduced the Business Profits Tax (BPT) 
from 7.7 to 7.6 percent and the Business 
Enterprise Tax (BET, a value-added tax) 
from 0.6 to 0.55 percent, though these 
changes were insufficient to result in an 
improvement in the state’s rank. The BPT 
will decline further, to 7.5 percent, in 2024.

Pennsylvania
Under legislation paired with the state 
budget, Pennsylvania will reduce the 
corporate net income tax rate from 9.99 
percent to 8.99 percent on January 1, 
2023. Each year thereafter the rate will 
decrease 0.5 percentage points until it 
reaches 4.99 percent at the beginning of 
2031, transforming the nation’s second-
highest corporate income tax rate into 
something much more competitive.

1 See U.S. Department of Labor, “Extended Mass Layoffs, First Quarter 2013 ,” Table 10, May 13, 2013.

INTRODUCTION
Taxation is inevitable, but the specifics of 
a state’s tax structure matter greatly. The 
measure of total taxes paid is relevant, but 
other elements of a state tax system can 
also enhance or harm the competitiveness 
of a state’s business environment. The State 
Business Tax Climate Index distills many 
complex considerations to an easy-to-
understand ranking. 

The modern market is characterized by 
mobile capital and labor, with all types 
of businesses, small and large, tending 
to locate where they have the greatest 
competitive advantage. The evidence 
shows that states with the best tax systems 
will be the most competitive at attracting 
new businesses and most effective at 
generating economic and employment 
growth. It is true that taxes are but one 
factor in business decision-making. Other 
concerns also matter–such as access to raw 
materials or infrastructure or a skilled labor 
pool–but a simple, sensible tax system can 
positively impact business operations with 
regard to these resources. Furthermore, 
unlike changes to a state’s health-care, 
transportation, or education systems, 
which can take decades to implement, 
changes to the tax code can quickly 
improve a state’s business climate. 

It is important to remember that even 
in our global economy, states’ stiffest 
competition often comes from other states. 
The Department of Labor reports that most 
mass job relocations are from one U.S. 
state to another rather than to a foreign 
location.1 Certainly, job creation is rapid 
overseas, as previously underdeveloped 
nations enter the world economy, though 
in the aftermath of federal tax reform, U.S. 
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businesses no longer face the third-highest corporate tax rate in the world, but rather one 
in line with averages for industrialized nations.2 State lawmakers are right to be concerned 
about how their states rank in the global competition for jobs and capital, but they need 
to be more concerned with companies moving from Detroit, Michigan, to Dayton, Ohio, 
than from Detroit to New Delhi, India. This means that state lawmakers must be aware 
of how their states’ business climates match up against their immediate neighbors and to 
other regional competitor states. 

Anecdotes about the impact of state tax systems on business investment are plentiful. 
In Illinois early last decade, hundreds of millions of dollars of capital investments were 
delayed when then-Governor Rod Blagojevich (D) proposed a hefty gross receipts tax.3 
Only when the legislature resoundingly defeated the bill did the investment resume. In 
2005, California-based Intel decided to build a multibillion-dollar chip-making facility in 
Arizona due to its favorable corporate income tax system.4 In 2010, Northrup Grumman 
chose to move its headquarters to Virginia over Maryland, citing the better business tax 
climate.5 In 2015, General Electric and Aetna threatened to decamp from Connecticut 
if the governor signed a budget that would increase corporate tax burdens, and General 
Electric actually did so.6 Anecdotes such as these reinforce what we know from economic 
theory: taxes matter to businesses, and those places with the most competitive tax 
systems will reap the benefits of business-friendly tax climates.

Tax competition is an unpleasant reality for state revenue and budget officials, but it is 
an effective restraint on state and local taxes. When a state imposes higher taxes than 
a neighboring state, businesses will cross the border to some extent. Therefore, states 
with more competitive tax systems score well in the Index because they are best suited to 
generate economic growth.

State lawmakers are mindful of their states’ business tax climates, but they are sometimes 
tempted to lure business with lucrative tax incentives and subsidies instead of broad-
based tax reform. This can be a dangerous proposition, as the example of Dell Computers 
and North Carolina illustrates. North Carolina agreed to $240 million worth of incentives 
to lure Dell to the state. Many of the incentives came in the form of tax credits from 
the state and local governments. Unfortunately, Dell announced in 2009 that it would 
be closing the plant after only four years of operations.7 A 2007 USA TODAY article 
chronicled similar problems other states have had with companies that receive generous 
tax incentives.8

Lawmakers make these deals under the banner of job creation and economic 
development, but the truth is that if a state needs to offer such packages, it is most likely 
covering for an undesirable business tax climate. A far more effective approach is the 
systematic improvement of the state’s business tax climate for the long term to improve 

2 Daniel Bunn, “Corporate Income Tax Rates Around the World, 2018,” Tax Foundation, Nov. 27, 2018, https://taxfoundation.org/
publications/corporate-tax-rates-around-the-world/. 

3 Editorial, “Scale it back, Governor,” Chicago Tribune, March 23, 2007.
4 Ryan Randazzo, Edythe Jenson, and Mary Jo Pitzl, “Cathy Carter Blog: Chandler getting new $5 billion Intel facility,” AZCentral.com, Mar. 

6, 2013.
5 Dana Hedgpeth and Rosalind Helderman, “Northrop Grumman decides to move headquarters to Northern Virginia,” The Washington Post, 

April 27, 2010. 
6 Susan Haigh, “Connecticut House Speaker: Tax ‘mistakes’ made in budget,” Associated Press, Nov. 5, 2015.
7 Austin Mondine, “Dell cuts North-Carolina plant despite $280m sweetener,” TheRegister.co.uk, Oct. 8, 2009.
8 Dennis Cauchon, “Business Incentives Lose Luster for States,” USA TODAY, Aug. 22, 2007. 

https://taxfoundation.org/publications/corporate-tax-rates-around-the-world/
https://taxfoundation.org/publications/corporate-tax-rates-around-the-world/
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the state’s competitiveness. When assessing which changes to make, lawmakers need to 
remember two rules:

1. Taxes matter to business. Business taxes affect business decisions, job creation 
and retention, plant location, competitiveness, the transparency of the tax system, 
and the long-term health of a state’s economy. Most importantly, taxes diminish 
profits. If taxes take a larger portion of profits, that cost is passed along to either 
consumers (through higher prices), employees (through lower wages or fewer jobs), 
shareholders (through lower dividends or share value), or some combination of 
the above. Thus, a state with lower tax costs will be more attractive to business 
investment and more likely to experience economic growth.

2. States do not enact tax changes (increases or cuts) in a vacuum. Every tax law 
will in some way change a state’s competitive position relative to its immediate 
neighbors, its region, and even globally. Ultimately, it will affect the state’s national 
standing as a place to live and to do business. Entrepreneurial states can take 
advantage of the tax increases of their neighbors to lure businesses out of high-tax 
states. 

To some extent, tax-induced economic distortions are a fact of life, but policymakers 
should strive to maximize the occasions when businesses and individuals are guided by 
business principles and minimize those cases where economic decisions are influenced, 
micromanaged, or even dictated by a tax system. The more riddled a tax system is with 
politically motivated preferences, the less likely it is that business decisions will be made 
in response to market forces. The Index rewards those states that minimize tax-induced 
economic distortions.

Ranking the competitiveness of 50 very different tax systems presents many challenges, 
especially when a state dispenses with a major tax entirely. Should Indiana’s tax system, 
which includes three relatively neutral taxes on sales, individual income, and corporate 
income, be considered more or less competitive than Alaska’s tax system, which includes a 
particularly burdensome corporate income tax but no statewide tax on individual income 
or sales? 

The Index deals with such questions by comparing the states on more than 120 variables 
in the five major areas of taxation (corporate taxes, individual income taxes, sales taxes, 
unemployment insurance taxes, and property taxes) and then adding the results to yield a 
final, overall ranking. This approach rewards states on particularly strong aspects of their 
tax systems (or penalizes them on particularly weak aspects), while measuring the general 
competitiveness of their overall tax systems. The result is a score that can be compared to 
other states’ scores. Ultimately, both Alaska and Indiana score well. 
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Literature Review

Economists have not always agreed on how individuals and businesses react to taxes. 
As early as 1956, Charles Tiebout postulated that if citizens were faced with an array 
of communities that offered different types or levels of public goods and services at 
different costs or tax levels, then all citizens would choose the community that best 
satisfied their particular demands, revealing their preferences by “voting with their 
feet.” Tiebout’s article is the seminal work on the topic of how taxes affect the location 
decisions of taxpayers. 

Tiebout suggested that citizens with high demands for public goods would concentrate 
in communities with high levels of public services and high taxes while those with low 
demands would choose communities with low levels of public services and low taxes. 
Competition among jurisdictions results in a variety of communities, each with residents 
who all value public services similarly. 

However, businesses sort out the costs and benefits of taxes differently from individuals. 
For businesses, which can be more mobile and must earn profits to justify their existence, 
taxes reduce profitability. Theoretically, businesses could be expected to be more 
responsive than individuals to the lure of low-tax jurisdictions. Research suggests that 
corporations engage in “yardstick competition,” comparing the costs of government 
services across jurisdictions. Shleifer (1985) first proposed comparing regulated franchises 
in order to determine efficiency. Salmon (1987) extended Shleifer’s work to look at 
subnational governments. Besley and Case (1995) showed that “yardstick competition” 
affects voting behavior, and Bosch and Sole-Olle (2006) further confirmed the results 
found by Besley and Case. Tax changes that are out of sync with neighboring jurisdictions 
will impact voting behavior. 

The economic literature over the past 50 years has slowly cohered around this hypothesis. 
Ladd (1998) summarizes the post-World War II empirical tax research literature in an 
excellent survey article, breaking it down into three distinct periods of differing ideas 
about taxation: (1) taxes do not change behavior; (2) taxes may or may not change 
business behavior depending on the circumstances; and (3) taxes definitely change 
behavior. 

Period one, with the exception of Tiebout, included the 1950s, 1960s, and 1970s 
and is summarized succinctly in three survey articles: Due (1961), Oakland (1978), 
and Wasylenko (1981). Due’s was a polemic against tax giveaways to businesses, and 
his analytical techniques consisted of basic correlations, interview studies, and the 
examination of taxes relative to other costs. He found no evidence to support the notion 
that taxes influence business location. Oakland was skeptical of the assertion that tax 
differentials at the local level had no influence at all. However, because econometric 
analysis was relatively unsophisticated at the time, he found no significant articles 
to support his intuition. Wasylenko’s survey of the literature found some of the first 
evidence indicating that taxes do influence business location decisions. However, the 
statistical significance was lower than that of other factors such as labor supply and 
agglomeration economies. Therefore, he dismissed taxes as a secondary factor at most. 
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Period two was a brief transition during the early- to mid-1980s. This was a time of great 
ferment in tax policy as Congress passed major tax bills, including the so-called Reagan 
tax cut in 1981 and a dramatic reform of the federal tax code in 1986. Articles revealing 
the economic significance of tax policy proliferated and became more sophisticated. 
For example, Wasylenko and McGuire (1985) extended the traditional business location 
literature to nonmanufacturing sectors and found, “Higher wages, utility prices, personal 
income tax rates, and an increase in the overall level of taxation discourage employment 
growth in several industries.” However, Newman and Sullivan (1988) still found a mixed 
bag in “their observation that significant tax effects [only] emerged when models were 
carefully specified.” 

Ladd was writing in 1998, so her “period three” started in the late 1980s and continued up 
to 1998, when the quantity and quality of articles increased significantly. Articles that fit 
into period three begin to surface as early as 1985, as Helms (1985) and Bartik (1985) put 
forth forceful arguments based on empirical research that taxes guide business decisions. 
Helms concluded that a state’s ability to attract, retain, and encourage business activity 
is significantly affected by its pattern of taxation. Furthermore, tax increases significantly 
retard economic growth when the revenue is used to fund transfer payments. Bartik 
concluded that the conventional view that state and local taxes have little effect on 
business is false. 

Papke and Papke (1986) found that tax differentials among locations may be an important 
business location factor, concluding that consistently high business taxes can represent 
a hindrance to the location of industry. Interestingly, they use the same type of after-tax 
model used by Tannenwald (1996), who reaches a different conclusion. 

Bartik (1989) provides strong evidence that taxes have a negative impact on business 
start-ups. He finds specifically that property taxes, because they are paid regardless of 
profit, have the strongest negative effect on business. Bartik’s econometric model also 
predicts tax elasticities of -0.1 to -0.5 that imply a 10 percent cut in tax rates will increase 
business activity by 1 to 5 percent. Bartik’s findings, as well as those of Mark, McGuire, 
and Papke (2000), and ample anecdotal evidence of the importance of property taxes, 
buttress the argument for inclusion of a property index devoted to property-type taxes in 
the Index. 

By the early 1990s, the literature had expanded sufficiently for Bartik (1991) to identify 
57 studies on which to base his literature survey. Ladd succinctly summarizes Bartik’s 
findings: 

The large number of studies permitted Bartik to take a different approach 
from the other authors. Instead of dwelling on the results and limitations 
of each individual study, he looked at them in the aggregate and in groups. 
Although he acknowledged potential criticisms of individual studies, he 
convincingly argued that some systematic flaw would have to cut across all 
studies for the consensus results to be invalid. In striking contrast to previous 
reviewers, he concluded that taxes have quite large and significant effects on 
business activity. 
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Ladd’s “period three” surely continues to this day. Agostini and Tulayasathien (2001) 
examined the effects of corporate income taxes on the location of foreign direct 
investment in U.S. states. They determined that for “foreign investors, the corporate tax 
rate is the most relevant tax in their investment decision.” Therefore, they found that 
foreign direct investment was quite sensitive to states’ corporate tax rates. 

Mark, McGuire, and Papke (2000) found that taxes are a statistically significant factor 
in private-sector job growth. Specifically, they found that personal property taxes and 
sales taxes have economically large negative effects on the annual growth of private 
employment. 

Harden and Hoyt (2003) point to Phillips and Gross (1995) as another study contending 
that taxes impact state economic growth, and they assert that the consensus among 
recent literature is that state and local taxes negatively affect employment levels. Harden 
and Hoyt conclude that the corporate income tax has the most significant negative impact 
on the rate of growth in employment. 

Gupta and Hofmann (2003) regressed capital expenditures against a variety of factors, 
including weights of apportionment formulas, the number of tax incentives, and burden 
figures. Their model covered 14 years of data and determined that firms tend to locate 
property in states where they are subject to lower income tax burdens. Furthermore, 
Gupta and Hofmann suggest that throwback requirements are the most influential on the 
location of capital investment, followed by apportionment weights and tax rates, and that 
investment-related incentives have the least impact. 

Other economists have found that taxes on specific products can produce behavioral 
results similar to those that were found in these general studies. For example, Fleenor 
(1998) looked at the effect of excise tax differentials between states on cross-border 
shopping and the smuggling of cigarettes. Moody and Warcholik (2004) examined the 
cross-border effects of beer excises. Their results, supported by the literature in both 
cases, showed significant cross-border shopping and smuggling between low-tax states 
and high-tax states. 

Fleenor found that shopping areas sprouted in counties of low-tax states that shared 
a border with a high-tax state, and that approximately 13.3 percent of the cigarettes 
consumed in the United States during FY 1997 were procured via some type of cross-
border activity. Similarly, Moody and Warcholik found that in 2000, 19.9 million cases of 
beer, on net, moved from low- to high-tax states. This amounted to some $40 million in 
sales and excise tax revenue lost in high-tax states. 

Although the literature has largely congealed around a general consensus that taxes are 
a substantial factor in the decision-making process for businesses, disputes remain, and 
some scholars are unconvinced. 

Based on a substantial review of the literature on business climates and taxes, Wasylenko 
(1997) concludes that taxes do not appear to have a substantial effect on economic 
activity among states. However, his conclusion is premised on there being few significant 
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differences in state tax systems. He concedes that high-tax states will lose economic 
activity to average or low-tax states “as long as the elasticity is negative and significantly 
different from zero.” Indeed, he approvingly cites a State Policy Reports article that 
finds that the highest-tax states, such as Minnesota, Wisconsin, and New York, have 
acknowledged that high taxes may be responsible for the low rates of job creation in 
those states.9 

Wasylenko’s rejoinder is that policymakers routinely overestimate the degree to which 
tax policy affects business location decisions and that as a result of this misperception, 
they respond readily to public pressure for jobs and economic growth by proposing lower 
taxes. According to Wasylenko, other legislative actions are likely to accomplish more 
positive economic results because in reality, taxes do not drive economic growth. 

However, there is ample evidence that states compete for businesses using their tax 
systems. A recent example comes from Illinois, where in early 2011 lawmakers passed 
two major tax increases. The individual income tax rate increased from 3 percent to 5 
percent, and the corporate income tax rate rose from 7.3 percent to 9.5 percent.10 The 
result was that many businesses threatened to leave the state, including some very high-
profile Illinois companies such as Sears and the Chicago Mercantile Exchange. By the end 
of the year, lawmakers had cut deals with both firms, totaling $235 million over the next 
decade, to keep them from leaving the state.11 

A new literature review, Kleven et al. (2019), summarizes recent evidence for tax-driven 
migration. Meanwhile, Giroud and Rauh (2019) use microdata on multistate firms to 
estimate the impact of state taxes on business activity, and find that C corporation 
employment and establishments have short-run corporate tax elasticities of -0.4 to 
-0.5, while pass-through entities show elasticities of -0.2 to -0.4, meaning that, for each 
percentage-point increase in the rate, employment decreases by 0.4 to 0.5 percent for C 
corporations subject to the corporate income tax, and by 0.2 to 0.4 percent within pass-
through businesses subject to the individual income tax. 

Measuring the Impact of Tax Differentials 

Some recent contributions to the literature on state taxation criticize business and tax 
climate studies in general.12 Authors of such studies contend that comparative reports like 
the State Business Tax Climate Index do not take into account those factors which directly 
impact a state’s business climate. However, a careful examination of these criticisms 
reveals that the authors believe taxes are unimportant to businesses and therefore 
dismiss the studies as merely being designed to advocate low taxes. 

9 State Policy Reports, Vol. 12, No. 11, Issue 1, p. 9, June 1994. 
10 Both rate increases had a temporary component and were allowed to partially expire before legislators overrode a gubernatorial veto to 

increase rates above where they would have been should they have been allowed to sunset.
11 Benjamin Yount, “Tax increase, impact, dominate Illinois Capitol in 2011,” Illinois Statehouse News, Dec. 27, 2011. 
12 A trend in tax literature throughout the 1990s was the increasing use of indices to measure a state’s general business climate. These 

include the Center for Policy and Legal Studies’ Economic Freedom in America’s 50 States: A 1999 Analysis and the Beacon Hill Institute’s 
State Competitiveness Report 2001. Such indexes even exist on the international level, including the Heritage Foundation and The Wall 
Street Journal’s 2004 Index of Economic Freedom. Plaut and Pluta (1983) examined the use of business climate indices as explanatory 
variables for business location movements. They found that such general indices do have a significant explanatory power, helping to 
explain, for example, why businesses have moved from the Northeast and Midwest toward the South and Southwest. In turn, they also 
found that high taxes have a negative effect on employment growth. 
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Peter Fisher’s Grading Places: What Do the Business Climate Rankings Really Tell Us? 
now published by Good Jobs First, criticizes four indices: The U.S. Business Policy 
Index published by the Small Business and Entrepreneurship Council, Beacon Hill’s 
Competitiveness Report, the American Legislative Exchange Council’s Rich States, Poor 
States, and this study. The first edition also critiqued the Cato Institute’s Fiscal Policy 
Report Card and the Economic Freedom Index by the Pacific Research Institute. In the 
report’s first edition, published before Fisher summarized his objections: “The underlying 
problem with the … indexes, of course, is twofold: none of them actually do a very good 
job of measuring what it is they claim to measure, and they do not, for the most part, 
set out to measure the right things to begin with” (Fisher 2005). In the second edition, 
he identified three overarching questions: (1) whether the indices included relevant 
variables, and only relevant variables; (2) whether these variables measured what they 
purport to measure; and (3) how the index combines these measures into a single index 
number (Fisher 2013). Fisher’s primary argument is that if the indexes did what they 
purported to do, then all five would rank the states similarly. 

Fisher’s conclusion holds little weight because the five indices serve such dissimilar 
purposes, and each group has a different area of expertise. There is no reason to believe 
that the Tax Foundation’s Index, which depends entirely on state tax laws, would rank the 
states in the same or similar order as an index that includes crime rates, electricity costs, 
and health care (the Small Business and Entrepreneurship Council’s Small Business Survival 
Index), or infant mortality rates and the percentage of adults in the workforce (Beacon 
Hill’s State Competitiveness Report), or charter schools, tort reform, and minimum wage 
laws (the Pacific Research Institute’s Economic Freedom Index). 

The Tax Foundation’s State Business Tax Climate Index is an indicator of which states’ 
tax systems are the most hospitable to business and economic growth. The Index does 
not purport to measure economic opportunity or freedom, or even the broad business 
climate, but rather the narrower business tax climate, and its variables reflect this focus. 
We do so not only because the Tax Foundation’s expertise is in taxes, but because every 
component of the Index is subject to immediate change by state lawmakers. It is by no 
means clear what the best course of action is for state lawmakers who want to thwart 
crime, for example, either in the short or long term, but they can change their tax codes 
now. Contrary to Fisher’s 1970s view that the effects of taxes are “small or non-existent,” 
our study reflects strong evidence that business decisions are significantly impacted by 
tax considerations. 

Although Fisher does not feel tax climates are important to states’ economic growth, 
other authors contend the opposite. Bittlingmayer, Eathington, Hall, and Orazem (2005) 
find in their analysis of several business climate studies that a state’s tax climate does 
affect its economic growth rate and that several indices are able to predict growth. 
Specifically, they concluded, “The State Business Tax Climate Index explains growth 
consistently.” This finding was confirmed by Anderson (2006) in a study for the Michigan 
House of Representatives, and more recently by Kolko, Neumark, and Mejia (2013), 
who, in an analysis of the ability of 10 business climate indices to predict economic 
growth, concluded that the State Business Tax Climate Index yields “positive, sizable, and 
statistically significant estimates for every specification” they measured, and specifically 
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cited the Index as one of two business climate indices (out of 10) with particularly strong 
and robust evidence of predictive power. 

Bittlingmayer et al. also found that relative tax competitiveness matters, especially at the 
borders, and therefore, indices that place a high premium on tax policies do a better job 
of explaining growth. They also observed that studies focused on a single topic do better 
at explaining economic growth at borders. Lastly, the article concludes that the most 
important elements of the business climate are tax and regulatory burdens on business 
(Bittlingmayer et al. 2005). These findings support the argument that taxes impact 
business decisions and economic growth, and they support the validity of the Index. 

Fisher and Bittlingmayer et al. hold opposing views about the impact of taxes on 
economic growth. Fisher finds support from Robert Tannenwald, formerly of the Boston 
Federal Reserve, who argues that taxes are not as important to businesses as public 
expenditures. Tannenwald compares 22 states by measuring the after-tax rate of return to 
cash flow of a new facility built by a representative firm in each state. This very different 
approach attempts to compute the marginal effective tax rate of a hypothetical firm and 
yields results that make taxes appear trivial. 

The taxes paid by businesses should be a concern to everyone because they are ultimately 
borne by individuals through lower wages, increased prices, and decreased shareholder 
value. States do not institute tax policy in a vacuum. Every change to a state’s tax system 
makes its business tax climate more or less competitive compared to other states and 
makes the state more or less attractive to business. Ultimately, anecdotal and empirical 
evidence, along with the cohesion of recent literature around the conclusion that taxes 
matter a great deal to business, show that the Index is an important and useful tool for 
policymakers who want to make their states’ tax systems welcoming to business. 

METHODOLOGY
The Tax Foundation’s State Business Tax Climate Index is a hierarchical structure built from 
five components: 

 • Individual Income Tax 
 • Sales Tax 
 • Corporate Income Tax
 • Property Tax 
 • Unemployment Insurance Tax

Using the economic literature as our guide, we designed these five components to score 
each state’s business tax climate on a scale of 0 (worst) to 10 (best). Each component is 
devoted to a major area of state taxation and includes numerous variables. Overall, there 
are 125 variables measured in this report. 
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The five components are not weighted equally, as they are in some indices. Rather, each 
component is weighted based on the variability of the 50 states’ scores from the mean. 
The standard deviation of each component is calculated and a weight for each component 
is created from that measure. The result is a heavier weighting of those components with 
greater variability. The weighting of each of the five major components is: 

30.6% — Individual Income Tax 
23.5% — Sales Tax 
21.1% — Corporate Tax
15.0% — Property Tax 
9.8% — Unemployment Insurance Tax

This improves the explanatory power of the State Business Tax Climate Index as a whole 
because components with higher standard deviations are those areas of tax law where 
some states have significant competitive advantages. Businesses that are comparing 
states for new or expanded locations must give greater emphasis to tax climates when 
the differences are large. On the other hand, components in which the 50 state scores 
are clustered together, closely distributed around the mean, are those areas of tax law 
where businesses are more likely to de-emphasize tax factors in their location decisions. 
For example, Delaware is known to have a significant advantage in sales tax competition, 
because its tax rate of zero attracts businesses and shoppers from all over the Mid-
Atlantic region. That advantage and its drawing power increase every time another state 
raises its sales tax. 

In contrast with this variability in state sales tax rates, unemployment insurance tax 
systems are similar around the nation, so a small change in one state’s law could change its 
component ranking dramatically. 

Within each component are two equally weighted subindices devoted to measuring the 
impact of the tax rates and the tax bases. Each subindex is composed of one or more 
variables. There are two types of variables: scalar variables and dummy variables. A scalar 
variable is one that can have any value between 0 and 10. If a subindex is composed only 
of scalar variables, then they are weighted equally. A dummy variable is one that has only 
a value of 0 or 1. For example, a state either indexes its brackets for inflation or does not. 
Mixing scalar and dummy variables within a subindex is problematic because the extreme 
valuation of a dummy can overly influence the results of the subindex. To counter this 
effect, the Index generally weights scalar variables at 80 percent and dummy variables at 
20 percent. 

Relative versus Absolute Indexing

The State Business Tax Climate Index is designed as a relative index rather than an absolute 
or ideal index. In other words, each variable is ranked relative to the variable’s range in 
other states. The relative scoring scale is from 0 to 10, with zero meaning not “worst 
possible” but rather worst among the 50 states. 
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Many states’ tax rates are so close to each other that an absolute index would not provide 
enough information about the differences among the states’ tax systems, especially for 
pragmatic business owners who want to know which states have the best tax system in 
each region. 

Comparing States without a Tax. One problem associated with a relative scale is that 
it is mathematically impossible to compare states with a given tax to states that do not 
have the tax. As a zero rate is the lowest possible rate and the most neutral base, since it 
creates the most favorable tax climate for economic growth, those states with a zero rate 
on individual income, corporate income, or sales gain an immense competitive advantage. 
Therefore, states without a given tax generally receive a 10, and the Index measures all 
the other states against each other. 

Three notable exceptions to this rule exist. The first is in Washington, Tennessee, and 
Texas, which do not have taxes on wage income but do apply their gross receipts taxes to 
S corporations. (Washington and Texas also apply these to limited liability corporations.) 
Because these entities are generally taxed through the individual code, these three states 
do not score perfectly in the individual income tax component. The second exception is 
found in Nevada, where a payroll tax (for purposes other than unemployment insurance) is 
also included in the individual income tax component. The final exception is in zero sales 
tax states–Alaska, Montana, New Hampshire, Oregon, and Delaware–which do not have 
general sales taxes but still do not score a perfect 10 in that component section because 
of excise taxes on gasoline, beer, spirits, and cigarettes, which are included in that section. 
Alaska, moreover, forgoes a state sales tax, but does permit local option sales taxes.

Normalizing Final Scores. Another problem with using a relative scale within the 
components is that the average scores across the five components vary. This alters the 
value of not having a given tax across major indices. For example, the unadjusted average 
score of the corporate income tax component is 6.70 while the average score of the sales 
tax component is 5.40. 

In order to solve this problem, scores on the five major components are “normalized,” 
which brings the average score for all of them to 5.00, excluding states that do not have 
the given tax. This is accomplished by multiplying each state’s score by a constant value. 

Once the scores are normalized, it is possible to compare states across indices. For 
example, because of normalization, it is possible to say that Connecticut’s score of 5.10 on 
corporate income taxes is better than its score of 4.80 on the sales tax.

Time Frame Measured by the Index (Snapshot Date)

Starting with the 2006 edition, the Index has measured each state’s business tax climate 
as it stands at the beginning of the standard state fiscal year, July 1. Therefore, this 
edition is the 2023 Index and represents the tax climate of each state as of July 1, 2022, 
the first day of fiscal year 2023 for most states. 
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District of Columbia

The District of Columbia (D.C.) is only included as an exhibit and its scores and “phantom 
ranks” offered do not affect the scores or ranks of other states. 

Past Rankings and Scores

This report includes 2014-2022 Index rankings that can be used for comparison with the 
2023 rankings and scores. These can differ from previously published Index rankings 
and scores due to the enactment of retroactive statutes, backcasting of the above 
methodological changes, and corrections to variables brought to our attention since the 
last report was published. The scores and rankings in this report are definitive. 

CORPORATE TAX
This component measures the impact of each state’s principal tax on business activities 
and accounts for 21.1 percent of each state’s total score. It is well established that the 
extent of business taxation can affect a business’s level of economic activity within a 
state. For example, Newman (1982) found that differentials in state corporate income 
taxes were a major factor influencing the movement of industry to Southern states. Two 
decades later, with global investment greatly expanded, Agostini and Tulayasathien (2001) 
determined that a state’s corporate tax rate is the most relevant tax in the investment 
decisions of foreign investors. 

Most states levy standard corporate income taxes on profit (gross receipts minus 
expenses). Some states, however, problematically impose taxes on the gross receipts 
of businesses with few or no deductions for expenses. Between 2005 and 2010, for 
example, Ohio phased in the Commercial Activities Tax (CAT), which has a rate of 0.26 
percent. Washington has the Business and Occupation (B&O) Tax, which is a multi-rate 
tax (depending on industry) on the gross receipts of Washington businesses. Delaware 
has a similar Manufacturers’ and Merchants’ License Tax, as does Tennessee with its 
Business Tax, Virginia with its locally-levied Business/Professional/Occupational License 
(BPOL) tax, and West Virginia with its local Business & Occupation (B&O) tax. Texas also 
added the Margin Tax, a complicated gross receipts tax, in 2007, Nevada adopted the 
gross receipts-based multi-rate Commerce Tax in 2015, and Oregon implemented a new 
modified gross receipts tax in 2020. However, in 2011, Michigan passed a significant 
corporate tax reform that eliminated the state’s modified gross receipts tax and replaced 
it with a 6 percent corporate income tax, effective January 1, 2012.13 The previous tax 
had been in place since 2007, and Michigan’s repeal followed others in Kentucky (2006) 
and New Jersey (2006). Several states contemplated gross receipts taxes in 2017, but 
none were adopted.

13 See Mark Robyn, “Michigan Implements Positive Corporate Tax Reform,” Tax Foundation, Feb. 10, 2012. 
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TABLE 3.

Corporate Tax Component of the State Business Tax Climate Index (2014–2023)

Prior Year Ranks 2022 2023
2022-2023 

Change

State 2014 2015 2016 2017 2018 2019 2020 2021 Rank Score Rank Score Rank Score
Alabama 23 24 22 14 21 22 23 23 17 5.53 18 5.52 -1 -0.01
Alaska 25 26 26 25 26 25 25 25 27 5.10 28 5.09 -1 -0.01
Arizona 22 22 20 19 14 16 21 22 23 5.31 23 5.29 0 -0.02
Arkansas 36 36 38 38 38 39 33 33 29 4.90 29 4.96 0 0.06
California 29 31 33 32 31 37 27 27 46 4.06 46 4.05 0 -0.01
Colorado 19 13 15 18 18 6 7 9 6 6.03 7 6.00 -1 -0.03
Connecticut 27 29 31 31 30 33 26 26 26 5.10 27 5.09 -1 -0.01
Delaware 50 50 50 50 50 50 50 50 50 2.41 50 2.41 0 0.00
Florida 13 14 16 19 19 11 9 6 7 5.99 10 5.77 -3 -0.22
Georgia 9 10 10 11 10 8 6 7 8 5.92 8 5.90 0 -0.02
Hawaii 5 5 4 6 11 12 17 19 19 5.48 19 5.46 0 -0.02
Idaho 17 21 21 23 23 27 28 28 28 5.02 26 5.10 2 0.08
Illinois 43 44 32 24 35 36 35 35 38 4.48 38 4.47 0 -0.01
Indiana 28 27 23 22 22 19 11 12 11 5.75 11 5.74 0 -0.01
Iowa 48 48 48 48 48 46 48 46 33 4.86 34 4.85 -1 -0.01
Kansas 35 35 37 37 37 31 34 30 21 5.39 21 5.38 0 -0.01
Kentucky 24 25 25 26 24 15 13 15 15 5.62 15 5.60 0 -0.02
Louisiana 16 20 35 39 39 34 36 34 34 4.76 32 4.87 2 0.11
Maine 41 42 41 40 40 32 37 36 35 4.59 35 4.58 0 -0.01
Maryland 14 15 17 21 20 26 31 32 32 4.87 33 4.86 -1 -0.01
Massachusetts 32 34 36 35 34 38 38 37 36 4.56 36 4.55 0 -0.01
Michigan 8 8 8 9 8 13 18 20 20 5.44 20 5.42 0 -0.02
Minnesota 40 40 42 42 41 43 45 43 43 4.15 43 4.13 0 -0.02
Mississippi 10 11 12 12 12 14 10 13 13 5.66 13 5.64 0 -0.02
Missouri 4 4 3 5 5 4 3 3 3 6.79 3 6.77 0 -0.02
Montana 15 16 18 13 13 9 20 21 22 5.35 22 5.34 0 -0.01
Nebraska 34 28 27 27 27 28 30 31 31 4.88 30 4.92 1 0.04
Nevada 1 1 24 33 32 21 24 24 25 5.19 25 5.18 0 -0.01
New Hampshire 47 47 47 47 43 45 42 44 44 4.10 44 4.10 0 0.00
New Jersey 37 37 39 41 44 49 49 48 48 3.51 48 3.50 0 -0.01
New Mexico 33 33 30 29 25 23 22 11 12 5.74 12 5.72 0 -0.02
New York 21 19 11 8 7 18 14 16 24 5.21 24 5.19 0 -0.02
North Carolina 26 23 7 4 3 3 4 4 4 6.17 5 6.15 -1 -0.02
North Dakota 20 18 14 16 16 17 19 8 9 5.91 9 5.90 0 -0.01
Ohio 45 43 46 46 47 42 41 40 39 4.44 39 4.43 0 -0.01
Oklahoma 11 9 9 10 9 20 8 10 10 5.82 4 6.20 6 0.38
Oregon 30 32 34 34 33 29 32 49 49 2.80 49 2.79 0 -0.01
Pennsylvania 42 41 43 43 42 44 44 42 42 4.16 42 4.15 0 -0.01
Rhode Island 38 38 29 30 29 35 40 39 40 4.41 40 4.39 0 -0.02
South Carolina 12 12 13 15 15 5 5 5 5 6.07 6 6.05 -1 -0.02
South Dakota 1 1 1 1 1 1 1 1 1 10.00 1 10.00 0 0.00
Tennessee 44 45 44 44 45 48 47 45 45 4.08 45 4.07 0 -0.01
Texas 49 49 49 49 49 47 46 47 47 4.00 47 3.98 0 -0.02
Utah 6 6 5 3 4 7 12 14 14 5.63 14 5.63 0 0.00
Vermont 39 39 40 36 36 40 43 41 41 4.33 41 4.31 0 -0.02
Virginia 7 7 6 7 6 10 15 17 16 5.56 17 5.54 -1 -0.02
Washington 46 46 45 45 46 41 39 38 37 4.49 37 4.47 0 -0.02
West Virginia 18 17 19 17 17 24 16 18 18 5.48 16 5.60 2 0.12
Wisconsin 31 30 28 28 28 30 29 29 30 4.89 31 4.88 -1 -0.01
Wyoming 1 1 1 1 1 1 1 1 1 10.00 1 10.00 0 0.00
District of Columbia 37 37 37 26 26 24 27 27 28 5.05 29 5.04 -1 -0.01
Note: A rank of 1 is best, 50 is worst. All scores are for fiscal years. D.C.’s score and rank do not affect other states.
Source: Tax Foundation.
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Since gross receipts taxes and corporate income taxes are levied on different bases, we 
separately compare gross receipts taxes to each other, and corporate income taxes to 
each other, in the Index. 

For states with corporate income taxes, the corporate tax rate subindex is calculated by 
assessing three key areas: the top tax rate, the level of taxable income at which the top 
rate kicks in, and the number of brackets. States that levy neither a corporate income tax 
nor a gross receipts tax achieve a perfectly neutral system in regard to business income 
and thus receive a perfect score. 

States that do impose a corporate tax generally will score well if they have a low rate. 
States with a high rate or a complex and multiple-rate system score poorly. 

To calculate the parallel subindex for the corporate tax base, three broad areas are 
assessed: tax credits, treatment of net operating losses, and an “other” category that 
includes variables such as conformity to the Internal Revenue Code, protections against 
double taxation, and the taxation of “throwback” income, among others. States that score 
well on the corporate tax base subindex generally will have few business tax credits, 
generous carryback and carryforward provisions, deductions for net operating losses, 
conformity to the Internal Revenue Code, and provisions that alleviate double taxation. 

Corporate Tax Rate

The corporate tax rate subindex is designed to gauge how a state’s corporate income tax 
top marginal rate, bracket structure, and gross receipts rate affect its competitiveness 
compared to other states, as the extent of taxation can affect a business’s level of 
economic activity within a state (Newman 1982). 

A state’s corporate tax is levied in addition to the federal corporate income tax of 21 
percent, substantially reduced by the Tax Cuts and Jobs Act of 2017 from a graduated-
rate tax with a top rate of 35 percent, the highest rate among industrialized nations. Two 
states levy neither a corporate income tax nor a gross receipts tax: South Dakota and 
Wyoming. These states automatically score a perfect 10 on this subindex. Therefore, this 
section ranks the remaining 48 states relative to each other. 

Top Tax Rate. New Jersey’s 11.5 percent rate (including a temporary and retroactive 
surcharge from 2020 to 2023) qualifies for the worst ranking among states that levy 
one, followed by Pennsylvania’s 9.99 percent rate. Other states with comparatively high 
corporate income tax rates are Iowa and Minnesota (both at 9.8 percent), Alaska (9.4 
percent), Maine (8.93 percent), and California (8.84 percent). By contrast, North Carolina’s 
rate of 2.5 percent is the lowest nationally, followed by Missouri’s and Oklahoma’s (both 
at 4 percent), North Dakota’s at 4.31 percent, and Florida’s at 4.458 percent. Other states 
with comparatively low top corporate tax rates are Colorado (4.55 percent), Arizona and 
Indiana (both at 4.9 percent), Utah (4.95 percent), and Kentucky, Mississippi, and South 
Carolina, all at 5 percent. 

Graduated Rate Structure. Two variables are used to assess the economic drag created 
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by multiple-rate corporate income tax systems: the income level at which the highest 
tax rate starts to apply and the number of tax brackets. Twenty-nine states and the 
District of Columbia have single-rate systems, and they score best. Single-rate systems 
are consistent with the sound tax principles of simplicity and neutrality. In contrast to 
the individual income tax, there is no meaningful “ability to pay” concept in corporate 
taxation. Jeffery Kwall, the Kathleen and Bernard Beazley Professor of Law at Loyola 
University Chicago School of Law, notes that

graduated corporate rates are inequitable—that is, the size of a corporation 
bears no necessary relation to the income levels of the owners. Indeed, low-
income corporations may be owned by individuals with high incomes, and 
high-income corporations may be owned by individuals with low incomes.14 

A single-rate system minimizes the incentive for firms to engage in expensive, 
counterproductive tax planning to mitigate the damage of higher marginal tax rates that 
some states levy as taxable income rises.

The Top Bracket. This variable measures how soon a state’s tax system applies its highest 
corporate income tax rate. The highest score is awarded to a single-rate system that has 
one bracket that applies to the first dollar of taxable income. Next best is a two-bracket 
system where the top rate kicks in at a low level of income, since the lower the top rate 
kicks in, the more the system is like a flat tax. States with multiple brackets spread over a 
broad income spectrum are given the worst score. 

Number of Brackets. An income tax system creates changes in behavior when the 
taxpayer’s income reaches the end of one tax rate bracket and moves into a higher 
bracket. At such a break point, incentives change, and as a result, numerous rate changes 
are more economically harmful than a single-rate structure. This variable is intended to 
measure the disincentive effect the corporate income tax has on rising incomes. States 
that score the best on this variable are the 29 states–and the District of Columbia–that 
have a single-rate system. Alaska’s 10-bracket system earns the worst score in this 
category. Other states with multi-bracket systems include Arkansas (five brackets) and 
Maine and New Jersey (four brackets). 

Corporate Tax Base

This subindex measures the economic impact of each state’s definition of what should be 
subject to corporate taxation. 

The three criteria used to measure the competitiveness of each state’s corporate tax base 
are given equal weight: the availability of certain credits, deductions, and exemptions; the 
ability of taxpayers to deduct net operating losses; and a host of smaller tax base issues 
that combine to make up the other third of the corporate tax base subindex.

14 Jeffrey L. Kwall, “The Repeal of Graduated Corporate Tax Rates,” Tax Notes, June 27, 2011, 1395. 
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Under a gross receipts tax, some of these tax base criteria (net operating losses and 
some corporate income tax base variables) are replaced by the availability of deductions 
from gross receipts for employee compensation costs and cost of goods sold. States are 
rewarded for granting these deductions because they diminish the greatest disadvantage 
of using gross receipts as the base for corporate taxation: the uneven effective tax rates 
that various industries pay, depending on how many levels of production are hit by the 
tax. 

Net Operating Losses. The corporate income tax is designed to tax only the profits of 
a corporation. However, a yearly profit snapshot may not fully capture a corporation’s 
true profitability. For example, a corporation in a highly cyclical industry may look very 
profitable during boom years but lose substantial amounts during bust years. When 
examined over the entire business cycle, the corporation may actually have an average 
profit margin. 

The deduction for net operating losses (NOL) helps ensure that, over time, the corporate 
income tax is a tax on average profitability. Without the NOL deduction, corporations in 
cyclical industries pay much higher taxes than those in stable industries, even assuming 
identical average profits over time. Simply put, the NOL deduction helps level the playing 
field among cyclical and noncyclical industries. Under the Tax Cuts and Jobs Act, the 
federal government allows losses to be carried forward indefinitely, though they may 
only reduce taxable income by 80 percent in any given year. Because gross receipts taxes 
inherently preclude the possibility of carrying net operating losses backward or forward, 
the Index treats states with statewide gross receipts taxes as having the equivalent of no 
NOL carryback or carryforward provisions.

California has temporarily suspended its net operating loss provisions as a revenue-raising 
measure during the pandemic despite the state posting record surpluses. It is the only 
state without an active NOL provision and is assigned the worst score across all NOL 
variables.

Number of Years Allowed for Carryback and Carryforward. This variable measures 
the number of years allowed on a carryback or carryforward of an NOL deduction. The 
longer the overall time span, the higher the probability that the corporate income tax 
is being levied on the corporation’s average profitability. Generally, states entered FY 
2022 with better treatment of the carryforward (up to a maximum of 20 years) than the 
carryback (up to a maximum of three years). States score well on the Index if they conform 
to the new federal provisions or provide their own robust system of carryforwards and 
carrybacks.

Caps on the Amount of Carryback and Carryforward. When companies have a larger 
NOL than they can deduct in one year, most states permit them to carry deductions of 
any amount back to previous years’ returns or forward to future returns. States that limit 
those amounts are ranked lower in the Index. Two states, Idaho and Montana, limit the 
number of carrybacks, though they do better than many of their peers in offering any 
carryback provisions at all. Of states that allow a carryforward of losses, only Illinois, 
New Hampshire, and Pennsylvania limit carryforwards. Illinois’ cap is a recent addition, 
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intended to only apply to tax years 2021 through 2024. As a result, these states score 
poorly on this variable. 

Gross Receipts Tax Deductions. Proponents of gross receipts taxation invariably 
praise the steadier flow of tax receipts into government coffers in comparison with the 
fluctuating revenue generated by corporate income taxes, but this stability comes at a 
great cost. The attractively low statutory rates associated with gross receipts taxes are 
an illusion. Since gross receipts taxes are levied many times in the production process, 
the effective tax rate on a product is much higher than the statutory rate would suggest. 
Effective tax rates under a gross receipts tax vary dramatically by industry or individual 
business, a stark departure from the principle of tax neutrality. Firms with few steps 
in their production chain are relatively lightly taxed under a gross receipts tax, and 
vertically-integrated, high-margin firms prosper, while firms with longer production chains 
are exposed to a substantially higher tax burden. The pressure of this economic imbalance 
often leads lawmakers to enact separate rates for each industry, an inevitably unfair and 
inefficient process. 

Two reforms that states can make to mitigate this damage are to permit deductions 
from gross receipts for employee compensation costs and cost of goods sold, effectively 
moving toward a regular corporate income tax. 

Delaware, Nevada, Ohio, Oregon, Tennessee, and Washington score the worst, because 
their gross receipts taxes do not offer full deductions for either the cost of goods sold 
or employee compensation. Texas offers a deduction for either the cost of goods sold or 
employee compensation but not both. The Virginia BPOL tax, the West Virginia B&O, and 
the Pennsylvania business privilege tax are not included in this survey, because they are 
assessed at the local level and not levied uniformly across the state. 

Federal Income Used as State Tax Base. States that use federal definitions of income 
reduce the tax compliance burden on their taxpayers. Two states (Arkansas and 
Mississippi) do not conform to federal definitions of corporate income and they score 
poorly. 

Allowance of Federal ACRS and MACRS Depreciation. The vast array of federal 
depreciation schedules is, by itself, a tax complexity nightmare for businesses. The specter 
of having 50 different schedules would be a disaster from a tax complexity standpoint. 
This variable measures the degree to which states have adopted the federal Accelerated 
Cost Recovery System (ACRS) and Modified Accelerated Cost Recovery System (MACRS) 
depreciation schedules. One state (California) adds complexity by failing to fully conform 
to the federal system. 

Deductibility of Depletion. The deduction for depletion works similarly to depreciation, 
but it applies to natural resources. As with depreciation, tax complexity would be 
staggering if all 50 states imposed their own depletion schedules. This variable measures 
the degree to which states have adopted the federal depletion schedules. Thirteen states 
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are penalized because they do not fully conform to the federal system: Alaska, California, 
Delaware, Iowa, Louisiana, Maryland, Minnesota, Mississippi, New Hampshire, North 
Carolina, Oklahoma, Oregon, and Tennessee. 

Alternative Minimum Tax. The federal Alternative Minimum Tax (AMT) was created to 
ensure that all taxpayers paid some minimum level of taxes every year. Unfortunately, 
it does so by creating a parallel tax system to the standard corporate income tax code. 
Evidence shows that the AMT does not increase efficiency or improve fairness in any 
meaningful way. It nets little money for the government, imposes compliance costs that 
in some years are actually larger than collections, and encourages firms to cut back or 
shift their investments (Chorvat and Knoll, 2002). As such, states that have mimicked 
the federal AMT put themselves at a competitive disadvantage through needless tax 
complexity. 

Five states have an AMT on corporations and thus score poorly: California, Iowa, 
Kentucky, Minnesota, and New Hampshire. 

Deductibility of Taxes Paid. This variable measures the extent of double taxation on 
income used to pay foreign taxes, i.e., paying a tax on money the taxpayer has already 
mailed to foreign taxing authorities. States can avoid this double taxation by allowing the 
deduction of taxes paid to foreign jurisdictions. Twenty-three states allow deductions for 
foreign taxes paid and score well. The remaining states with corporate income taxation do 
not allow deductions for foreign taxes paid and thus score poorly. 

Indexation of the Tax Code. For states that have multiple-bracket corporate income taxes, 
it is important to index the brackets for inflation. That prevents de facto tax increases on 
the nominal increase in income due to inflation. Put simply, this “inflation tax” results in 
higher tax burdens on taxpayers, usually without their knowledge or consent. All 15 states 
with graduated corporate income taxes fail to index their tax brackets: Alaska, Arkansas, 
Hawaii, Iowa, Kansas, Louisiana, Maine, Mississippi, Nebraska, New Jersey, New Mexico, 
New York, North Dakota, Oregon, and Vermont. 

Throwback. To reduce the double taxation of corporate income, states use apportionment 
formulas that seek to determine how much of a company’s income a state can properly 
tax. Generally, states require a company with nexus (that is, sufficient connection to the 
state to justify the state’s power to tax its income) to apportion its income to the state 
based on some ratio of the company’s in-state property, payroll, and sales compared to its 
total property, payroll, and sales. 

Among the 50 states, there is little harmony in apportionment formulas. Many states 
weight the three factors equally while others weight the sales factor more heavily (a 
recent trend in state tax policy). Since many businesses make sales into states where 
they do not have nexus, businesses can end up with “nowhere income,” income that is 
not taxed by any state. To counter this phenomenon, many states have adopted what are 
called throwback rules because they identify nowhere income and throw it back into a 
state where it will be taxed, even though it was not earned in that state. 
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Throwback and throwout rules for sales of tangible property add yet another layer of tax 
complexity. Since two or more states can theoretically lay claim to “nowhere” income, 
rules have to be created and enforced to decide who gets to tax it. States with corporate 
income taxation are almost evenly divided between those with and without throwback 
rules. Twenty-six states do not have them, while 22 states and the District of Columbia 
do. 

Section 168(k) Expensing. Because corporate income taxes are intended to fall on net 
income, they should include deductions for business expenses—including investment 
in machinery and equipment. Historically, however, businesses have been required 
to depreciate the value of these purchases over time. In recent years, the federal 
government offered “bonus depreciation” to accelerate the deduction for these 
investments, and under the Tax Cuts and Jobs Act, investments in machinery and 
equipment are fully deductible in the first year, a policy known as “full expensing.” 
Nineteen states follow the federal government in offering full expensing, while two offer 
“bonus depreciation” short of full expensing.

Net Interest Limitation. Federal law now restricts the deduction of business interest, 
limiting the deduction to 30 percent of modified income, with the ability to carry the 
remainder forward to future tax years. This change was intended to eliminate the bias in 
favor of debt financing (over equity financing) in the federal code, but particularly when 
states adopt this limitation without incorporating its counterbalancing provision, full 
expensing, the result is higher investment costs. Thirty-three states and the District of 
Columbia conform to the net interest limitation.

Inclusion of GILTI. Historically, states have largely avoided taxing international income. 
Following federal tax reform, however, some states have latched onto the federal 
provision for the taxation of Global Low-Taxed Intangible Income (GILTI), intended as a 
guardrail for the new federal territorial system of taxation, as a means to broaden their 
tax bases to include foreign business activity. States that tax GILTI are penalized in the 
Index, while states receive partial credit for moderate taxation of GILTI (for instance, by 
adopting the Section 250 deduction) and are rewarded for decoupling or almost fully 
decoupling from GILTI (by, for instance, treating it as largely-deductible foreign dividend 
income in addition to providing the Section 250 deduction).

Tax Credits

Many states provide tax credits that lower the effective tax rates for certain industries 
and investments, often for large firms from out of state that are considering a move. 
Policymakers create these deals under the banner of job creation and economic 
development, but the truth is that if a state needs to offer such packages, it is most likely 
covering for a bad business tax climate. Economic development and job creation tax 
credits complicate the tax system, narrow the tax base, drive up tax rates for companies 
that do not qualify, distort the free market, and often fail to achieve economic growth.15

15 For example, see Alan Peters and Peter Fisher, “The Failures of Economic Development Incentives,” Journal of the American Planning 
Association 70(1), Winter 2004, 27; and William F. Fox and Matthew N. Murray, “Do Economic Effects Justify the Use of Fiscal 
Incentives?” Southern Economic Journal 71(1), July 2004, 78.
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A more effective approach is to systematically improve the business tax climate for the 
long term. Thus, this component rewards those states that do not offer the following tax 
credits, with states that offer them scoring poorly. 

Investment Tax Credits. Investment tax credits typically offer an offset against tax 
liability if the company invests in new property, plants, equipment, or machinery in the 
state offering the credit. Sometimes, the new investment will have to be “qualified” and 
approved by the state’s economic development office. Investment tax credits distort the 
market by rewarding investment in new property as opposed to the renovation of old 
property. 

Job Tax Credits. Job tax credits typically offer an offset against tax liability if the company 
creates a specified number of jobs over a specified period of time. Sometimes, the new 
jobs will have to be “qualified” and approved by the state’s economic development 
office, allegedly to prevent firms from claiming that jobs shifted were jobs added. Even 
if administered efficiently, job tax credits can misfire in a number of ways. They induce 
businesses whose economic position would be best served by spending more on new 
equipment or marketing to hire new employees instead. They also favor businesses that 
are expanding anyway, punishing firms that are already struggling. Thus, states that offer 
such credits score poorly on the Index. 

Research and Development (R&D) Tax Credits. Research and development tax credits 
reduce the amount of tax due by a company that invests in “qualified” research and 
development activities. The theoretical argument for R&D tax credits is that they 
encourage the kind of basic research that is not economically justifiable in the short run 
but that is better for society in the long run. In practice, their negative side effects–greatly 
complicating the tax system and establishing a government agency as the arbiter of 
what types of research meet a criterion so difficult to assess–far outweigh the potential 
benefits. Thus, states that offer such credits score poorly on the Index. 

INDIVIDUAL INCOME TAX
The individual income tax component, which accounts for 30.6 percent of each state’s 
total Index score, is important to business because a significant number of businesses, 
including sole proprietorships, partnerships, and S corporations, report their income 
through the individual income tax code.

Taxes can have a significant impact on an individual’s decision to become a self-employed 
entrepreneur. Gentry and Hubbard (2004) found, “While the level of the marginal tax 
rate has a negative effect on entrepreneurial entry, the progressivity of the tax also 
discourages entrepreneurship, and significantly so for some groups of households.” 
Using education as a measure of potential for innovation, Gentry and Hubbard found 
that a progressive tax system “discourages entry into self-employment for people of all 
educational backgrounds.” Moreover, citing Carroll, Holtz-Eakin, Rider, and Rosen (2000), 
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TABLE 4.

Individual Income Tax Component of the State Business Tax Climate Index (2014–2023)

Prior Year Ranks 2022 2023
2022-2023 

Change

State 2014 2015 2016 2017 2018 2019 2020 2021 Rank Score Rank Score Rank Score
Alabama 23 25 25 25 25 31 31 29 28 4.90 30 4.89 -2 -0.01
Alaska 1 1 1 1 1 1 1 1 1 10.00 1 10.00 0 0.00
Arizona 22 24 18 19 19 19 17 18 18 5.35 16 5.84 2 0.49
Arkansas 34 36 37 40 40 40 40 42 38 4.32 37 4.48 1 0.16
California 50 50 50 50 50 49 49 50 49 2.06 49 2.06 0 0.00
Colorado 15 14 14 14 14 13 13 13 14 5.90 14 5.89 0 -0.01
Connecticut 42 42 46 47 47 43 45 47 47 3.41 47 3.41 0 0.00
Delaware 43 43 42 44 44 44 44 44 44 3.81 44 3.81 0 0.00
Florida 1 1 1 1 1 1 1 1 1 10.00 1 10.00 0 0.00
Georgia 33 35 35 35 35 37 36 36 35 4.72 35 4.72 0 0.00
Hawaii 47 47 47 38 38 47 47 46 46 3.46 46 3.46 0 0.00
Idaho 20 21 23 24 24 23 25 24 20 5.20 19 5.32 1 0.12
Illinois 10 15 11 11 13 14 14 12 13 5.91 13 5.90 0 -0.01
Indiana 14 13 15 15 15 15 15 14 15 5.85 15 5.84 0 -0.01
Iowa 41 41 41 42 42 42 41 40 40 4.27 40 4.26 0 -0.01
Kansas 16 17 17 17 18 21 22 21 22 5.10 22 5.10 0 0.00
Kentucky 36 38 38 37 37 17 18 17 17 5.54 18 5.54 -1 0.00
Louisiana 32 33 32 32 31 35 35 35 34 4.73 25 5.02 9 0.29
Maine 26 28 34 31 32 25 20 22 23 5.09 23 5.08 0 -0.01
Maryland 44 44 43 46 46 45 43 45 45 3.66 45 3.66 0 0.00
Massachusetts 12 11 12 12 11 11 11 16 11 6.00 11 6.10 0 0.10
Michigan 13 12 13 13 12 12 12 11 12 5.98 12 5.97 0 -0.01
Minnesota 45 45 44 45 45 46 46 43 43 3.90 43 3.89 0 -0.01
Mississippi 21 22 24 23 23 28 28 27 26 4.96 26 4.99 0 0.03
Missouri 31 32 31 33 33 27 23 20 21 5.14 21 5.15 0 0.01
Montana 18 19 20 20 20 22 24 23 24 5.05 24 5.07 0 0.02
Nebraska 38 34 33 34 34 30 30 30 29 4.87 32 4.87 -3 0.00
Nevada 1 1 1 1 1 5 5 5 5 8.51 5 8.50 0 -0.01
New Hampshire 9 9 9 9 9 9 9 9 9 6.36 9 6.35 0 -0.01
New Jersey 48 48 48 48 48 50 50 49 48 2.09 48 2.09 0 0.00
New Mexico 19 20 22 22 22 26 27 26 36 4.54 36 4.54 0 0.00
New York 49 49 49 49 49 48 48 48 50 1.88 50 1.88 0 0.00
North Carolina 37 16 16 16 16 16 16 15 16 5.76 17 5.76 -1 0.00
North Dakota 27 23 21 21 21 18 19 25 25 4.98 27 4.97 -2 -0.01
Ohio 46 46 45 43 43 41 42 41 41 4.23 41 4.23 0 0.00
Oklahoma 29 30 29 28 28 32 32 31 30 4.85 31 4.88 -1 0.03
Oregon 35 37 36 36 36 38 39 38 42 4.00 42 4.00 0 0.00
Pennsylvania 17 18 19 18 17 20 21 19 19 5.22 20 5.18 -1 -0.04
Rhode Island 25 27 27 27 27 24 26 32 31 4.83 33 4.82 -2 -0.01
South Carolina 30 31 30 30 30 34 34 34 33 4.79 28 4.89 5 0.10
South Dakota 1 1 1 1 1 1 1 1 1 10.00 1 10.00 0 0.00
Tennessee 8 8 8 8 8 8 8 8 6 8.29 6 8.28 0 -0.01
Texas 6 6 6 6 6 6 6 6 7 8.00 7 7.99 0 -0.01
Utah 11 10 10 10 10 10 10 10 10 6.10 10 6.11 0 0.01
Vermont 40 40 40 41 41 36 38 39 39 4.32 39 4.30 0 -0.02
Virginia 28 29 28 29 29 33 33 33 32 4.79 34 4.79 -2 0.00
Washington 6 6 6 6 6 6 6 6 7 8.00 8 6.87 -1 -1.13
West Virginia 24 26 26 26 26 29 29 28 27 4.90 29 4.89 -2 -0.01
Wisconsin 39 39 39 39 39 39 37 37 37 4.38 38 4.35 -1 -0.03
Wyoming 1 1 1 1 1 1 1 1 1 10.00 1 10.00 0 0.00
District of Columbia 47 47 46 49 49 47 47 48 48 2.87 48 2.62 0 -0.25
Note: A rank of 1 is best, 50 is worst. All scores are for fiscal years. D.C.’s score and rank do not affect other states.
Source: Tax Foundation.
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Gentry and Hubbard contend, “Higher tax rates reduce investment, hiring, and small 
business income growth” (p. 7). Less neutral individual income tax systems, therefore, hurt 
entrepreneurship and a state’s business tax climate. 

Another important reason individual income tax rates are critical for businesses is the 
cost of labor. Labor typically constitutes a major business expense, so anything that hurts 
the labor pool will also affect business decisions and the economy. Complex, poorly 
designed tax systems that extract an inordinate amount of tax revenue reduce both the 
quantity and quality of the labor pool. This is consistent with the findings of Wasylenko 
and McGuire (1985), who found that individual income taxes affect businesses indirectly 
by influencing the location decisions of individuals. A progressive, multi-rate income tax 
exacerbates this problem by increasing the marginal tax rate at higher levels of income, 
continually reducing the value of work vis-à-vis the value of leisure. 

For example, suppose a worker has to choose between one hour of additional work worth 
$10 and one hour of leisure which to him is worth $9.50. A rational person would choose 
to work for another hour. But if a 10 percent income tax rate reduces the after-tax value 
of labor to $9, then a rational person would stop working and take the hour to pursue 
leisure. Additionally, workers earning higher wages–$30 per hour, for example–who face 
progressively higher marginal tax rates–20 percent, for instance–are more likely to be 
discouraged from working additional hours. In this scenario, the worker’s after-tax wage 
is $24 per hour; therefore, those workers who value leisure more than $24 per hour will 
choose not to work. Since the after-tax wage is $6 lower than the pretax wage in this 
example, compared to only $1 lower in the previous example, more workers will choose 
leisure. In the aggregate, the income tax reduces the available labor supply.16 

The individual income tax rate subindex measures the impact of tax rates on the marginal 
dollar of individual income using three criteria: the top tax rate, the graduated rate 
structure, and the standard deductions and exemptions which are treated as a zero 
percent tax bracket. The rates and brackets used are for a single taxpayer, not a couple 
filing a joint return. 

The individual income tax base subindex takes into account measures enacted to prevent 
double taxation, whether the code is indexed for inflation, and how the tax code treats 
married couples compared to singles. States that score well protect married couples 
from being taxed more severely than if they had filed as two single individuals. They also 
protect taxpayers from double taxation by recognizing LLCs and S corporations under the 
individual tax code and indexing their brackets, exemptions, and deductions for inflation.

States that do not impose an individual income tax generally receive a perfect score, and 
states that do impose an individual income tax will generally score well if they have a flat, 
low tax rate with few deductions and exemptions. States that score poorly have complex, 
multiple-rate systems. 

16 See Edward C. Prescott, “Why Do Americans Work So Much More than Europeans?” Federal Reserve Bank of Minneapolis Quarterly Review, 
July 2004. See also J. Scott Moody and Scott A. Hodge, “Wealthy Americans and Business Activity,” Tax Foundation, Aug. 1, 2004. 
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The seven states without an individual income tax or non-UI payroll tax are, not 
surprisingly, the highest scoring states on this component: Alaska, Florida, South Dakota, 
Tennessee, Texas, Washington, and Wyoming. Nevada, which taxes wage income (but not 
unearned income) at a low rate under a non-UI payroll tax, also does extremely well in this 
component of the Index. New Hampshire also scores well, because while the state levies 
a tax on individual income in the form of interest and dividends, it does not tax wages and 
salaries.17 Colorado, Illinois, Indiana, Kentucky, Massachusetts, Michigan, North Carolina, 
Pennsylvania, and Utah score highly because they have a single, low tax rate. 

Scoring near the bottom of this component are states that have high tax rates and very 
progressive bracket structures. They generally fail to index their brackets, exemptions, 
and deductions for inflation, do not allow for deductions of foreign or other state taxes, 
penalize married couples filing jointly, and do not recognize LLCs and S corporations. 

Individual Income Tax Rate 

The rate subindex compares the states that tax individual income after setting aside the 
five states that do not and therefore receive perfect scores: Alaska, Florida, South Dakota, 
and Wyoming. Tennessee, Texas, and Washington do not have an individual income tax, 
but they do tax S corporation income—and Texas and Washington tax LLC income—
through their gross receipts taxes and thus do not score perfectly in this component. 
Nevada has a low-rate payroll tax on wage income. New Hampshire, meanwhile, does not 
tax wage and salary income but does tax interest and dividend income.

Top Marginal Tax Rate. California has the highest top income tax rate of 13.3 percent. 
Other states with high top rates include Hawaii (11.0 percent), New York (10.9 percent), 
New Jersey (10.75 percent), Oregon (9.9 percent), Minnesota (9.85 percent), Vermont 
(8.75 percent), and Iowa (8.53 percent).

States with the lowest top statutory rates are North Dakota (2.9 percent), Arizona 
(2.98 percent), Pennsylvania (3.07 percent), Indiana (3.23 percent), Ohio (3.99 percent), 
Michigan and Louisiana (both at 4.25 percent), Colorado (4.55 percent), and Utah (4.85 
percent). Alabama, Kentucky, Mississippi, and New Hampshire all impose a top statutory 
rate of 5 percent.18 Illinois and Kansas, which previously boasted rates below 5 percent, 
both adopted rate increases in recent years. (Although Illinois’ statutory rate is 4.95 
percent, it also imposes an additional 1.5 percent tax on pass-through businesses, 
discussed elsewhere, bringing the rate for these entities to 6.45 percent.)

In addition to statewide income tax rates, some states allow local-level income 
taxes.19 We represent these as the mean between the rate in the capital city and most 
populous city. In some cases, states authorizing local-level income taxes still keep the 
level of income taxation modest overall. For instance, Alabama, Indiana, Michigan, and 

17 Tennessee has begun the process of phasing out its tax on interest and dividend income.
18 New Hampshire taxes only interest and dividends. To account for this, the Index converts the statutory tax rate into an effective rate 

as measured against the typical state income tax base that includes wages. Under a typical income tax base with a flat rate and no tax 
preferences, this is the statutory rate that would be required to raise the same amount of revenue as the current system. Nationally, 
dividends and interest account for 19.6 percent of income. For New Hampshire, its 5 percent rate was multiplied by 19.6 percent, 
yielding the equivalent rate of 0.98 percent.

19 See Jared Walczak, “Local Income Taxes in 2019,” Tax Foundation, July 30, 2019.
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Pennsylvania allow local income add-ons, but are still among the states with the lowest 
overall rates. 

Top Tax Bracket Threshold. This variable assesses the degree to which pass-through 
businesses are subject to reduced after-tax return on investment as net income rises. 
States are rewarded for a top rate that kicks in at lower levels of income, because 
doing so approximates a less distortionary flat-rate system. For example, Alabama has 
a progressive income tax structure with three income tax rates. However, because 
Alabama’s top rate of 5 percent applies to all taxable income over $3,000, the state’s 
income tax rate structure is nearly flat. 

States with flat-rate systems score the best on this variable because their top rate kicks 
in at the first dollar of income (after accounting for the standard deduction and personal 
exemption). They are Colorado, Illinois, Indiana, Kentucky, Massachusetts, Michigan, 
New Hampshire, North Carolina, Pennsylvania, and Utah. States with high kick-in levels 
score the worst. These include New York ($25 million), New Jersey ($1 million of taxable 
income), California ($1 million), Connecticut ($500,000), and North Dakota ($445,000 of 
taxable income).

Number of Brackets. The Index converts exemptions and standard deductions to a zero 
bracket before tallying income tax brackets. From an economic perspective, standard 
deductions and exemptions are equivalent to an additional tax bracket with a zero tax 
rate. 

For example, Kansas has a standard deduction of $3,500 and a personal exemption of 
$2,250, for a combined value of $5,750. Statutorily, Kansas has a top rate on all taxable 
income over $30,000 and two lower brackets, one beginning at the first dollar of income 
and another at $15,000, so it has an average bracket width of $10,000. Because of its 
deduction and exemption, however, Kansas’s top rate actually kicks in at $35,750 of 
income, and it has three tax brackets below that with an average width of $11,917. The 
size of allowed standard deductions and exemptions varies considerably.20 

Pennsylvania scores the best in this variable by having only one tax bracket (that is, a flat 
tax with no standard deduction). States with only two brackets (that is, flat taxes with a 
standard deduction) are Colorado, Illinois, Indiana, Kentucky, Massachusetts, Michigan, 
New Hampshire, North Carolina, and Utah. On the other end of the spectrum, Hawaii 
scores worst with 12 brackets, followed by California with 10 brackets, and Iowa and 
Missouri with 9 brackets.

Average Width of Brackets. Many states have several narrow tax brackets close 
together at the low end of the income scale, including a zero bracket created by standard 
deductions and exemptions. Most taxpayers never notice them, because they pass so 
quickly through those brackets and pay the top rate on most of their income. On the 

20 Some states offer tax credits in lieu of standard deductions or personal exemptions. Rather than reducing a taxpayer’s taxable income 
before the tax rates are applied, tax credits are subtracted from a taxpayer’s tax liability. Like deductions and exemptions, the result is a 
lower final income tax bill. In order to maintain consistency within the component score, tax credits are converted into equivalent income 
exemptions or deductions. 
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other hand, some states impose ever-increasing rates throughout the income spectrum, 
causing individuals and noncorporate businesses to alter their income-earning and tax-
planning behavior. This subindex penalizes the latter group of states by measuring the 
average width of the brackets, rewarding those states where the average width is small, 
since in these states the top rate is levied on most income, acting more like a flat rate on 
all income. 

Income Recapture. Connecticut and New York apply the rate of the top income tax 
bracket to previous taxable income after the taxpayer crosses the top bracket threshold, 
while Arkansas imposes different tax tables depending on the filer’s level of income. New 
York’s recapture provision is the most damaging and results in an approximately $22,000 
penalty for reaching the top bracket. Income recapture provisions are poor policy, 
because they result in dramatically high marginal tax rates at the point of their kick-in, 
and they are nontransparent in that they raise tax burdens substantially without being 
reflected in the statutory rate. 

Individual Income Tax Base

States have different definitions of taxable income, and some create greater impediments 
to economic activity than others. The base subindex gives a 40 percent weight to the 
double taxation of taxable income and a 60 percent weight to an accumulation of other 
base issues, including indexation and marriage penalties. 

The states with no individual income tax of any kind achieve perfect neutrality. Tennessee 
and Texas, however, are docked slightly because they do not recognize LLCs or S 
corporations, and Nevada’s payroll tax keeps the state from achieving a perfect store. 
New Hampshire only taxes interest and dividend income, while Washington only taxes 
capital gains income. Of the other 43 states, Arizona, Idaho, Illinois, Maine, Michigan, 
Missouri, Montana, and Utah have the best scores, avoiding many problems with the 
definition of taxable income that plague other states. Meanwhile, states where the tax 
base is found to cause an unnecessary drag on economic activity include New Jersey, 
Delaware, New York, California, Connecticut, and Ohio.

Marriage Penalty. A marriage penalty exists when a state’s standard deduction and tax 
brackets for married taxpayers filing jointly are not double those for single filers. As a 
result, two singles (if combined) can have a lower tax bill than a married couple filing 
jointly with the same income. This is discriminatory and has serious business ramifications. 
The top-earning 20 percent of taxpayers are dominated (85 percent) by married couples. 
This same 20 percent also have the highest concentration of business owners of all 
income groups (Hodge 2003A, Hodge 2003B). Because of these concentrations, marriage 
penalties have the potential to affect a significant share of pass-through businesses. 
Twenty-three states and the District of Columbia have marriage penalties built into their 
income tax brackets. 

Some states attempt to get around the marriage penalty problem by allowing married 
couples to file as if they were singles or by offering an offsetting tax credit. While helpful 
in offsetting the dollar cost of the marriage penalty, these solutions come at the expense 
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of added tax complexity. Still, states that allow married couples to file as singles do not 
receive a marriage penalty score reduction. 

Double Taxation of Capital Income. Since most states with an individual income tax 
system mimic the federal income tax code, they also possess its greatest flaw: the double 
taxation of capital income. Double taxation is brought about by the interaction between 
the corporate income tax and the individual income tax. 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.21 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. 

All states that tax wage income score poorly by this criterion. New Hampshire, which 
taxes individuals on interest and dividends, scores somewhat better because it does not 
tax capital gains. Washington scores even better on this metric because it taxes certain 
capital gains income but does not have a corporate income tax, nor does it tax wage and 
salary income. Nevada’s payroll tax does not apply to capital income, and thus scores 
perfectly on this measure, along with states that forgo all income taxation. 

Federal Income Used as State Tax Base. Despite the shortcomings of the federal 
government’s definition of income, states that use it reduce the tax compliance burden on 
taxpayers. Five states score poorly because they do not conform to federal definitions of 
individual income: Alabama, Arkansas, Mississippi, New Jersey, and Pennsylvania.

Alternative Minimum Tax (AMT) 

At the federal level, the Alternative Minimum Tax (AMT) was created in 1969 to ensure 
that all taxpayers paid some minimum level of taxes every year. Unfortunately, it does so 
by creating a parallel tax system to the standard individual income tax code. AMTs are an 
inefficient way to prevent tax deductions and credits from totally eliminating tax liability. 
As such, states that have mimicked the federal AMT put themselves at a competitive 
disadvantage through needless tax complexity. Five states score poorly for imposing an 
AMT on individuals: California, Colorado, Connecticut, Iowa, and Minnesota.

Credit for Taxes Paid 

This variable measures the extent of double taxation on income used to pay foreign and 
state taxes, i.e., paying the same taxes twice. States can avoid double taxation by allowing 
a credit for state taxes paid to other jurisdictions.

Recognition of Limited Liability Corporation and S Corporation Status 

One important development in the federal tax system was the creation of the limited 

21 Equity-related capital gains are not created directly by a corporation. Rather, they are the result of stock appreciations due to corporate 
activity such as increasing retained earnings, increasing capital investments, or issuing dividends. Stock appreciation becomes taxable 
realized capital gains when the stock is sold by the holder. 
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liability corporation (LLC) and the S corporation. LLCs and S corporations provide 
businesses some of the benefits of incorporation, such as limited liability, without the 
overhead of becoming a traditional C corporation. The profits of these entities are taxed 
under the individual income tax code, which avoids the double taxation problems that 
plague the corporate income tax system. Every state with a full individual income tax 
recognizes LLCs to at least some degree, and all but Louisiana recognize S corporations 
in some fashion, but those that require additional state election or make the entity file 
through the state’s gross receipts tax (as in Delaware, Ohio, Texas, and Washington) score 
poorly in this variable. 

Indexation of the Tax Code 

Indexing the tax code for inflation is critical in order to prevent de facto tax increases 
on the nominal increase in income due to inflation. This “inflation tax” results in higher 
tax burdens on taxpayers, usually without their knowledge or consent. Three areas of 
the individual income tax are commonly indexed for inflation: the standard deduction, 
personal exemptions, and tax brackets. Twenty-five states index all three or do not 
impose an individual income tax; 15 states and the District of Columbia index one or two 
of the three; and 10 states do not index at all. 

SALES TAXES
Sales tax makes up 23.7 percent of each state’s Index score. The type of sales tax familiar 
to taxpayers is a tax levied on the purchase price of a good at the point of sale. Due to the 
inclusion of some business inputs in most states’ sales tax bases, the rate and structure 
of the sales tax is an important consideration for many businesses. The sales tax can also 
hurt the business tax climate because as the sales tax rate climbs, customers make fewer 
purchases or seek low-tax alternatives. As a result, business is lost to lower-tax locations, 
causing lost profits, lost jobs, and lost tax revenue.22 The effect of differential sales tax 
rates among states or localities is apparent when a traveler crosses from a high-tax state 
to a neighboring low-tax state. Typically, a vast expanse of shopping malls springs up 
along the border in the low-tax jurisdiction. 

On the positive side, sales taxes levied on goods and services at the point of sale to the 
end-user have at least two virtues. First, they are transparent: the tax is never confused 
with the price of goods by customers. Second, since they are levied at the point of sale, 
they are less likely to cause economic distortions than taxes levied at some intermediate 
stage of production (such as a gross receipts tax or sales taxes on business-to-business 
transactions). 

The negative impact of sales taxes is well documented in the economic literature and 
through anecdotal evidence. For example, Bartik (1989) found that high sales taxes, 
especially sales taxes levied on equipment, had a negative effect on small business start-
ups. Moreover, companies have been known to avoid locating factories or facilities in 

22 States have sought to limit this sales tax competition by levying a “use tax” on goods purchased out of state and brought into the state, 
typically at the same rate as the sales tax. Few consumers comply with use tax obligations. 
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TABLE 5.

Sales Tax Component of the State Business Tax Climate Index (2014–2023)

Prior Year Ranks 2022 2023
2022-2023 

Change

State 2014 2015 2016 2017 2018 2019 2020 2021 Rank Score Rank Score Rank Score
Alabama 50 50 50 49 49 50 50 50 50 2.56 50 2.54 0 -0.02
Alaska 5 5 5 5 5 5 5 5 5 8.07 5 8.04 0 -0.03
Arizona 43 43 43 43 43 40 40 40 40 4.06 41 4.06 -1 0.00
Arkansas 44 45 46 44 44 43 45 45 45 3.73 45 3.74 0 0.01
California 46 46 45 45 46 47 47 47 47 3.37 47 3.36 0 -0.01
Colorado 37 37 37 37 37 37 37 36 38 4.26 40 4.22 -2 -0.04
Connecticut 34 34 32 32 29 29 26 25 23 4.80 23 4.80 0 0.00
Delaware 2 2 1 1 1 2 2 2 2 9.01 2 8.98 0 -0.03
Florida 23 23 23 29 30 22 23 23 21 4.94 21 4.93 0 -0.01
Georgia 27 27 34 31 32 30 30 29 29 4.61 31 4.58 -2 -0.03
Hawaii 31 31 27 26 26 32 29 28 28 4.63 27 4.63 1 0.00
Idaho 14 12 15 15 15 12 12 10 10 5.40 10 5.39 0 -0.01
Illinois 35 35 33 27 27 35 34 39 39 4.22 38 4.28 1 0.06
Indiana 21 22 18 9 9 13 20 20 19 5.01 19 5.01 0 0.00
Iowa 18 18 20 20 19 18 15 15 15 5.17 15 5.17 0 0.00
Kansas 24 25 29 28 28 27 38 37 26 4.72 25 4.70 1 -0.02
Kentucky 11 19 14 13 14 19 14 14 14 5.21 14 5.20 0 -0.01
Louisiana 48 47 48 50 50 48 48 48 48 3.04 48 3.03 0 -0.01
Maine 7 8 8 8 8 9 8 8 8 5.64 8 5.83 0 0.19
Maryland 12 16 17 18 18 17 19 18 27 4.64 30 4.58 -3 -0.06
Massachusetts 19 21 19 19 11 11 13 13 13 5.23 13 5.22 0 -0.01
Michigan 10 10 9 10 12 14 11 11 11 5.38 11 5.38 0 0.00
Minnesota 30 33 26 25 25 26 28 27 31 4.60 29 4.59 2 -0.01
Mississippi 38 39 39 39 39 36 33 32 33 4.49 33 4.47 0 -0.02
Missouri 22 24 25 23 24 25 24 24 25 4.78 26 4.70 -1 -0.08
Montana 3 3 3 3 3 3 3 3 3 8.94 3 8.92 0 -0.02
Nebraska 15 13 12 12 21 8 9 9 9 5.50 9 5.52 0 0.02
Nevada 41 41 41 41 42 45 44 44 44 3.81 44 3.81 0 0.00
New Hampshire 1 1 2 2 2 1 1 1 1 9.05 1 9.02 0 -0.03
New Jersey 40 40 40 40 41 42 42 42 43 3.96 42 3.97 1 0.01
New Mexico 42 42 42 42 40 41 41 41 41 4.05 35 4.39 6 0.34
New York 45 44 44 46 45 44 43 43 42 3.96 43 3.90 -1 -0.06
North Carolina 26 17 21 21 20 24 21 21 20 4.97 20 4.95 0 -0.02
North Dakota 33 32 35 35 35 31 27 30 30 4.60 28 4.59 2 -0.01
Ohio 29 29 30 33 31 28 32 34 35 4.39 36 4.38 -1 -0.01
Oklahoma 36 36 36 36 36 39 39 38 37 4.27 39 4.24 -2 -0.03
Oregon 4 4 4 4 4 4 4 4 4 8.83 4 8.82 0 -0.01
Pennsylvania 20 20 22 22 22 21 17 17 17 5.13 16 5.15 1 0.02
Rhode Island 28 28 24 24 23 23 25 26 24 4.79 24 4.79 0 0.00
South Carolina 32 30 31 30 33 34 31 31 32 4.51 32 4.49 0 -0.02
South Dakota 25 26 28 34 34 33 35 33 34 4.43 34 4.42 0 -0.01
Tennessee 47 48 47 47 47 46 46 46 46 3.53 46 3.53 0 0.00
Texas 39 38 38 38 38 38 36 35 36 4.37 37 4.36 -1 -0.01
Utah 17 14 13 17 17 15 22 22 22 4.93 22 4.93 0 0.00
Vermont 16 15 16 16 16 20 16 16 16 5.13 17 5.10 -1 -0.03
Virginia 9 9 10 11 10 10 10 12 12 5.25 12 5.24 0 -0.01
Washington 49 49 49 48 48 49 49 49 49 2.95 49 2.97 0 0.02
West Virginia 13 11 11 14 13 16 18 19 18 5.04 18 5.02 0 -0.02
Wisconsin 8 7 7 7 7 7 7 7 7 6.02 7 6.01 0 -0.01
Wyoming 6 6 6 6 6 6 6 6 6 6.03 6 6.03 0 0.00
District of Columbia 34 34 34 35 35 32 36 34 37 4.33 39 4.28 -2 -0.05
Note: A rank of 1 is best, 50 is worst. All scores are for fiscal years. D.C.’s score and rank do not affect other states.
Source: Tax Foundation.
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certain states because the factory’s machinery would be subject to the state’s sales tax.23 

States that create the most tax pyramiding and economic distortion, and therefore score 
the worst, are states that levy a sales tax that generally allows no exclusions for business 
inputs.24 Hawaii, New Mexico, South Dakota, and Washington are examples of states that 
tax many business inputs. The ideal base for sales taxation is all goods and services at the 
point of sale to the end-user. 

Excise taxes are sales taxes levied on specific goods. Goods subject to excise taxation 
are typically (but not always) perceived to be luxuries or vices, the latter of which are 
less sensitive to drops in demand when the tax increases their price. Examples typically 
include tobacco, liquor, and gasoline. The sales tax component of the Index takes into 
account the excise tax rates each state levies.

The five states without a state sales tax–Alaska,25 Delaware, Montana, New Hampshire, 
and Oregon–achieve the best sales tax component scores. Among states with a sales tax, 
those with low general rates and broad bases, and which avoid tax pyramiding, do best. 
Wyoming, Wisconsin, Maine, Nebraska, Idaho, Michigan, and Virginia all do well, with 
well-structured sales taxes and modest excise tax rates.

At the other end of the spectrum, Alabama, Washington, Louisiana, California, and 
Tennessee fare the worst, imposing high rates and taxing a range of business inputs, such 
as utilities, services, manufacturing, and leases—and maintaining relatively high excise 
taxes. Louisiana and Tennessee have the highest combined state and local rates of 9.55 
percent. In general, these states levy high sales tax rates that apply to a wide range of 
business input items.

Sales Tax Rate

The tax rate itself is important, and a state with a high sales tax rate reduces demand for 
in-state retail sales. Consumers will turn more frequently to cross-border or certain online  
purchases, leaving less business activity in the state. This subindex measures the highest 
possible sales tax rate applicable to in-state retail shopping and taxable business-to-
business transactions. Four states–Delaware, Montana, New Hampshire, and Oregon–do 
not have state or local sales taxes and thus are given a rate of zero. Alaska is sometimes 
counted among states with no sales tax since it does not levy a statewide sales tax. 
However, Alaska localities are allowed to levy sales taxes and the weighted statewide 
average of these taxes is 1.76 percent. 

23 For example, in early 1993, Intel Corporation was considering California, New Mexico, and four other states as the site of a new billion-
dollar factory. California was the only one of the six states that levied its sales tax on machinery and equipment, a tax that would have 
cost Intel roughly $80 million. As Intel’s Bob Perlman explained in testimony before a committee of the California state legislature, 
“There are two ways California’s not going to get the $80 million: with the factory or without it.” California would not repeal the tax on 
machinery and equipment; New Mexico got the plant. 

24 Sales taxes, which are ideally levied only on sales to final-users, are a form of consumption tax. Consumption taxes that are levied 
instead at each stage of production are known as value-added taxes (VAT) and are popular internationally. Theoretically a VAT can avoid 
the economically damaging tax pyramiding effect. The VAT has never gained wide acceptance in the U.S., and only two states (Michigan 
and New Hampshire) have even attempted a VAT-like tax. 

25 Alaska does authorize local governments to levy their own sales taxes, however, which is reflected in the state’s sales tax component 
score.
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The Index measures the state and local sales tax rate in each state. A combined rate is 
computed by adding the general state rate to the weighted average of the county and 
municipal rates. 

State Sales Tax Rate. Of the 45 states (and the District of Columbia) with a statewide 
sales tax, Colorado’s 2.9 percent rate is the lowest. Five states have a 4 percent state-
level sales tax: Alabama, Georgia, Hawaii, New York, and Wyoming. At the other end is 
California with a 7.25 percent state sales tax, including a mandatory statewide local add-
on tax. Tied for second-highest are Indiana, Mississippi, Rhode Island, and Tennessee (all 
at 7 percent). Other states with high statewide rates include Minnesota (6.88 percent) and 
Nevada (6.85 percent). 

Local Option Sales Tax Rates. Thirty-eight states authorize the use of local option sales 
taxes at the county and/or municipal level, and in some states, the local option sales tax 
significantly increases the tax rate faced by consumers.26 Local jurisdictions in Colorado, 
for example, add an average of 4.87 percent in local sales taxes to the state’s 2.9 percent 
state-level rate, bringing the total average sales tax rate to 7.77 percent. This may be an 
understatement in some localities with much higher local add-ons, but by weighting each 
locality’s rate, the Index computes a statewide average of local rates that is comparable to 
the average in other states. 

Alabama and Louisiana have the highest average local option sales taxes (5.24 and 5.10 
percent, respectively), and in both states the average local option sales tax is higher than 
the state sales tax rate. Other states with high local option sales taxes include Colorado 
(4.87 percent), New York (4.52 percent), and Oklahoma (4.49 percent). 

States with the highest combined state and average local sales tax rates are Louisiana and 
Tennessee (both at 9.55 percent), Arkansas (9.47 percent), Washington (9.29 percent), and 
Alabama (9.24 percent). At the low end are Alaska (1.76 percent), Hawaii (4.44 percent), 
Wyoming (5.36 percent), Wisconsin (5.43 percent), and Maine (5.5 percent). 

Remote Seller Protections. With the Supreme Court’s elimination of the physical 
presence requirement for imposing sales tax collection obligations, all states with sales 
taxes are now requiring remote sellers to collect and remit sales tax. While most states 
have adopted safe harbors for small sellers and have a single point of administration for 
all state and local sales taxes, a few diverge from these practices, imposing substantial 
compliance costs on out-of-state retailers. Alabama, Alaska (which only has local sales 
taxes), Colorado, and Louisiana lack uniform administration, while Kansas does not offer a 
safe harbor for small sellers.

26 The average local option sales tax rate is calculated as an average of local statutory rates, weighted by population. See Jared Walczak and 
Scott Drenkard, “State and Local Sales Tax Rates, Midyear 2016,” Tax Foundation, July 5, 2016. 



TAX FOUNDATION | 37
SA

LES &
 EXC

ISE TA
X

Sales Tax Base

The sales tax base subindex is computed according to five features of each state’s sales 
tax: 

 • whether the base includes a variety of business-to-business transactions such as 
machinery, raw materials, office equipment, farm equipment, and business leases; 

 • whether the base includes goods and services typically purchased by consumers, 
such as groceries, clothing, and gasoline;

 • whether the base includes services, such as legal, financial, accounting, medical, 
fitness, landscaping, and repair; 

 • whether the state leans on sales tax holidays, which temporarily exempt select 
goods from the sales tax; and

 • the excise tax rate on products such as gasoline, diesel fuel, tobacco, spirits, and 
beer. 

The top five states on this subindex—New Hampshire, Delaware, Montana, Oregon, and 
Alaska—are the five states without a general state sales tax. However, none receives a 
perfect score because each levies gasoline, diesel, tobacco, and beer excise taxes. States 
like Wyoming, Kansas, Nebraska, Colorado, Idaho, and Missouri achieve high scores on 
their tax base by avoiding the problems of tax pyramiding and adhering to low excise tax 
rates, though of these, Colorado receives poor marks for a lack of local base conformity.

States with the worst scores on the base subindex are Hawaii, Alabama, Washington, 
California, South Dakota, New Jersey, New Mexico, and Maryland. Their tax systems 
hamper economic growth by including too many business inputs, excluding too many 
consumer goods and services, and imposing excessive rates of excise taxation.

Sales Tax on Business-to-Business Transactions (Business Inputs). When a business 
must pay sales taxes on manufacturing equipment and raw materials, then that tax 
becomes part of the price of whatever the business makes with that equipment and those 
materials. The business must then collect sales tax on its own products, with the result 
that a tax is being charged on a price that already contains taxes. This tax pyramiding 
invariably results in some industries being taxed more heavily than others, which violates 
the principle of neutrality and causes economic distortions.

These variables are often inputs to other business operations. For example, a 
manufacturing firm will count the cost of transporting its final goods to retailers as a 
significant cost of doing business. Most firms, small and large alike, hire accountants, 
lawyers, and other professional service providers. If these services are taxed, then it is 
more expensive for every business to operate. 

To understand how business-to-business sales taxes can distort the market, suppose 
a sales tax were levied on the sale of flour to a bakery. The bakery is not the end-user 
because the flour will be baked into bread and sold to consumers. Economic theory is 
not clear as to which party will ultimately bear the burden of the tax. The tax could be 
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“passed forward” onto the customer or “passed backward” onto the bakery.27 Where the 
tax burden falls depends on how sensitive the demand for bread is to price changes. If 
customers tend not to change their bread-buying habits when the price rises, then the tax 
can be fully passed forward onto consumers. However, if the consumer reacts to higher 
prices by buying less, then the tax will have to be absorbed by the bakery as an added 
cost of doing business. 

The hypothetical sales tax on all flour sales would distort the market, because different 
businesses that use flour have customers with varying price sensitivity. Suppose the 
bakery is able to pass the entire tax on flour forward to the consumer but the pizzeria 
down the street cannot. The owners of the pizzeria would face a higher cost structure and 
profits would drop. Since profits are the market signal for opportunity, the tax would tilt 
the market away from pizza-making. Fewer entrepreneurs would enter the pizza business, 
and existing businesses would hire fewer people. In both cases, the sales tax charged 
to purchasers of bread and pizza would be partly a tax on a tax because the tax on flour 
would be built into the price. Economists call this tax pyramiding, and public finance 
scholars overwhelmingly oppose applying the sales tax to business inputs due to the 
resulting pyramiding and lack of transparency. 

Besley and Rosen (1998) found that for many products, the after-tax price of the good 
increased by the same amount as the tax itself. That means a sales tax increase was 
passed along to consumers on a one-for-one basis. For other goods, however, they found 
that the price of the good rose by twice the amount of the tax, meaning that the tax 
increase translates into an even larger burden for consumers than is typically thought. 
Note that these inputs should only be exempt from sales tax if they are truly inputs into 
the production process. If they are consumed by an end-user, they are properly includable 
in the state’s sales tax base. 

States that create the most tax pyramiding and economic distortion, and therefore score 
the worst, are states that levy a sales tax that generally allows no exclusions for business 
inputs. Hawaii, New Mexico, South Dakota, and Washington are examples of states that 
tax many business inputs. 

Sales Tax Breadth. An economically neutral sales tax base includes all final retail sales 
of goods and services purchased by the end-users. In practice, however, states tend to 
include most goods, but relatively few services, in their sales tax bases, a growing issue in 
an increasingly service-oriented economy. Professor John Mikesell of Indiana University 
estimates that, nationwide, sales taxes extend to about 36 percent of all final consumer 
transactions.28 Exempting any goods or services narrows the tax base, drives up the sales 
tax rate on those items still subject to tax, and introduces unnecessary distortions into 
the market. A well-structured sales tax, however, does not fall upon business inputs. 
Therefore, states that tax services that are business inputs score poorly on the Index, 
while states are rewarded for expanding their base to include more final retail sales of 
goods and services.

27 See Timothy J. Besley and Harvey S. Rosen, “Sales Taxes and Prices: An Empirical Analysis,” NBER Working Paper No. 6667, July 1998. 
28 Jared Walczak, “State Sales Tax Breadth and Reliance, Fiscal Year 2021,” Tax Foundation, May 4, 2022, https://taxfoundation.org/

state-sales-tax-base-reliance/. 

https://taxfoundation.org/state-sales-tax-base-reliance/
https://taxfoundation.org/state-sales-tax-base-reliance/
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Sales Tax on Gasoline. There is no economic reason to exempt gasoline from the sales tax, 
as it is a final retail purchase by consumers. However, all but seven states do so. While all 
states levy an excise tax on gasoline, these funds are often dedicated for transportation 
purposes, making them a form of user tax distinct from the general sales tax. The five 
states that fully include gasoline in their sales tax base (Florida, Hawaii, Illinois, Indiana, 
and Michigan) get a better score. Several other states receive partial credit for applying 
an ad valorem tax to gasoline sales, but at a different rate than the general sales tax. New 
York currently applies local sales taxes only.

Sales Tax on Groceries. A well-structured sales tax includes all end-user goods in the tax 
base, to keep the base broad, rates low, and prevent distortions in the marketplace. Many 
states exempt groceries to reduce the incidence of the sales tax on low-income residents. 
Such an exemption, however, also benefits grocers and higher-income residents, and 
creates additional compliance costs due to the necessity of maintaining complex, ever-
changing lists of exempt and nonexempt products. Public assistance programs such as 
the Women, Infants, and Children (WIC) program or the Supplement Nutrition Assistance 
Program (SNAP) provide more targeted assistance than excluding groceries from the sales 
tax base. Thirteen states include or partially include groceries in their sales tax base. 

Excise Taxes

Excise taxes are single-product sales taxes. Many of them are intended to reduce 
consumption of the product bearing the tax. Others, like the gasoline tax, are often used 
to fund specific projects such as road construction. 

Gasoline and Diesel Excise Taxes. Levied per gallon, these are usually justified as a form 
of user tax paid by those who benefit from road construction and maintenance. Though 
gas taxes–along with tolls–are one of the best ways to raise revenue for transportation 
projects (roughly approximating a user fee for infrastructure use), gasoline represents a 
large input for most businesses, so states that levy higher rates have a less competitive 
business tax climate. State excise taxes on gasoline range from 70.95 cents in California 
(although this tax is suspended from June through December 2022) to 15.13 cents per 
gallon in Alaska. The Index relies upon calculated rates from the American Petroleum 
Institute, capturing states’ base excise taxes in addition to other gallonage-based fees and 
ad valorem taxes placed upon gasoline. General sales tax rates that apply to gasoline are 
included in this calculated rate, but states which include, or partially include, gasoline in 
the sales tax base are rewarded in the sales tax breadth measure. 

Tobacco, Spirits, and Beer Excise Taxes. These taxes can discourage in-state consumption 
and encourage consumers to seek lower prices in neighboring jurisdictions (Moody and 
Warcholik, 2004). This impacts a wide swath of retail outlets, such as convenience stores, 
that move large volumes of tobacco and beer products. The problem is exacerbated for 
those retailers located near the border of states with lower excise taxes as consumers 
move their shopping out of state—referred to as cross-border shopping. 



40 | STATE BUSINESS TAX CLIMATE INDEX
PR

O
PE

RT
Y

 T
A

X

There is also the growing problem of cross-border smuggling of products from states 
and areas that levy low excise taxes on tobacco into states that levy high excise taxes 
on tobacco. This both increases criminal activity and reduces taxable sales by legitimate 
retailers.29 

States with the highest tobacco taxes per pack of 20 cigarettes are New York and 
Connecticut (at $4.35 each), Rhode Island ($4.25), Minnesota ($3.70), and Massachusetts 
($3.51), while states with the lowest tobacco taxes are Missouri (17 cents), Georgia (37 
cents), North Dakota (44 cents), North Carolina (45 cents), and South Carolina and Idaho 
(57 cents).

States with the highest beer taxes on a per gallon basis are Tennessee ($1.29), Alaska 
($1.07), Alabama ($1.05), Georgia ($1.01), and Hawaii ($0.93), while states with the lowest 
beer taxes are Wyoming (2 cents), Missouri and Wisconsin (6 cents), and Colorado, 
Oregon, and Pennsylvania (each at 8 cents). States with the highest spirits taxes per gallon 
are Washington ($37.81), Oregon ($21.95), and Virginia ($19.89). 

PROPERTY TAX
The property tax component, which includes taxes on real and personal property, net 
worth, and the transfer of assets, accounts for 14.4 percent of each state’s Index score. 

When properly structured, property taxes exceed most other taxes in comporting with 
the benefit principle and can be fairly economically efficient. In the realm of public 
finance, they are often also prized for their comparative transparency among taxes, 
though that transparency may contribute to the public’s generally low view of property 
taxes. The Tax Foundation’s Survey of Tax Attitudes found that local property taxes are 
perceived as the second most unfair state or local tax.30 

Property taxes matter to businesses, and the tax rate on commercial property is often 
higher than the tax on comparable residential property. Additionally, many localities and 
states levy taxes on the personal property or equipment owned by a business. They 
can be on assets ranging from cars to machinery and equipment to office furniture and 
fixtures, but are separate from real property taxes, which are taxes on land and buildings. 

Businesses remitted over $839 billion in state and local taxes in fiscal year 2020, of 
which $330 billion (39.2 percent) was for property taxes. The property taxes included 
tax on real, personal, and utility property owned by businesses (Phillips et al. 2021). Since 
property taxes can be a large burden on business, they can have a significant effect on 
location decisions. 

29 See Scott Drenkard and Joseph Bishop-Henchman, “Cigarette Taxes and Cigarette Smuggling by State, 2014” Tax Foundation, Jan. 17, 
2017. 

30 See Matt Moon, “How do Americans Feel about Taxes Today?” Tax Foundation’s 2009 Survey of U.S. Attitudes on Taxes, Government 
Spending and Wealth Distribution, Tax Foundation, Apr. 8, 2009. 
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TABLE 6.

Property Tax Component of the State Business Tax Climate Index (2014–2023)

Prior Year Ranks 2022 2023
2022-2023 

Change

State 2014 2015 2016 2017 2018 2019 2020 2021 Rank Score Rank Score Rank Score
Alabama 13 13 21 17 16 19 19 21 20 5.31 18 5.33 2 0.02
Alaska 29 30 19 25 40 23 25 25 26 5.18 26 5.17 0 -0.01
Arizona 11 11 12 11 11 11 11 10 11 5.68 11 5.76 0 0.08
Arkansas 23 24 27 24 24 27 27 28 29 5.12 27 5.17 2 0.05
California 16 16 13 14 14 13 15 14 14 5.44 19 5.33 -5 -0.11
Colorado 39 39 34 33 32 33 33 33 34 4.70 36 4.51 -2 -0.19
Connecticut 50 50 50 50 50 50 50 50 50 2.32 50 2.27 0 -0.05
Delaware 5 5 5 7 7 4 4 4 4 6.31 4 6.28 0 -0.03
Florida 22 23 17 13 12 12 12 12 12 5.58 12 5.55 0 -0.03
Georgia 28 28 25 26 27 30 31 27 27 5.15 28 5.11 -1 -0.04
Hawaii 20 20 16 18 19 22 28 30 31 5.00 32 4.86 -1 -0.14
Idaho 2 2 2 2 2 3 3 3 3 6.47 3 6.45 0 -0.02
Illinois 45 45 47 46 47 45 44 45 45 3.87 44 3.96 1 0.09
Indiana 3 3 3 3 3 2 2 2 1 6.51 2 6.46 -1 -0.05
Iowa 37 37 38 39 37 38 38 38 39 4.35 40 4.30 -1 -0.05
Kansas 26 26 29 30 30 31 18 19 19 5.35 17 5.35 2 0.00
Kentucky 17 17 23 22 20 24 23 24 24 5.20 24 5.23 0 0.03
Louisiana 19 19 18 27 22 28 29 26 25 5.19 23 5.26 2 0.07
Maine 38 38 39 40 39 40 40 40 41 4.24 47 3.72 -6 -0.52
Maryland 41 41 41 41 42 41 41 43 43 4.12 42 4.15 1 0.03
Massachusetts 44 44 45 45 45 46 45 46 46 3.73 46 3.81 0 0.08
Michigan 27 27 28 28 26 26 26 22 23 5.22 25 5.22 -2 0.00
Minnesota 30 31 32 32 31 32 32 32 32 4.93 31 4.91 1 -0.02
Mississippi 34 34 37 37 36 37 37 37 38 4.43 37 4.45 1 0.02
Missouri 12 12 14 10 9 9 9 8 7 5.99 7 6.03 0 0.04
Montana 15 15 22 19 28 20 21 20 22 5.23 21 5.31 1 0.08
Nebraska 36 36 35 38 38 39 39 41 40 4.28 39 4.34 1 0.06
Nevada 7 7 7 6 6 5 6 5 5 6.17 5 6.19 0 0.02
New Hampshire 43 43 44 44 44 47 46 47 47 3.70 43 4.01 4 0.31
New Jersey 48 48 48 47 49 44 47 44 44 3.87 45 3.87 -1 0.00
New Mexico 1 1 1 1 1 1 1 1 2 6.50 1 6.51 1 0.01
New York 47 47 46 48 46 48 48 49 49 2.89 49 2.83 0 -0.06
North Carolina 10 10 26 29 29 14 13 13 13 5.52 13 5.53 0 0.01
North Dakota 4 4 4 4 4 6 7 11 10 5.70 9 5.91 1 0.21
Ohio 8 8 6 5 5 7 5 6 6 6.12 6 6.13 0 0.01
Oklahoma 21 22 24 21 21 29 30 31 30 5.06 30 5.02 0 -0.04
Oregon 18 18 11 16 17 16 20 16 17 5.37 20 5.31 -3 -0.06
Pennsylvania 32 32 30 15 15 17 16 15 15 5.43 16 5.46 -1 0.03
Rhode Island 46 46 43 43 43 42 42 42 42 4.19 41 4.28 1 0.09
South Carolina 35 35 36 36 35 36 35 35 36 4.60 35 4.60 1 0.00
South Dakota 9 9 10 12 13 15 14 23 18 5.36 14 5.53 4 0.17
Tennessee 40 40 40 35 34 35 34 34 33 4.73 33 4.76 0 0.03
Texas 33 33 33 34 33 34 36 36 37 4.47 38 4.35 -1 -0.12
Utah 6 6 8 8 8 8 8 7 8 5.98 8 5.94 0 -0.04
Vermont 49 49 49 49 48 49 49 48 48 3.24 48 3.23 0 -0.01
Virginia 24 25 20 23 23 25 24 29 28 5.14 29 5.11 -1 -0.03
Washington 14 14 15 20 18 18 17 18 21 5.27 22 5.30 -1 0.03
West Virginia 25 21 9 9 10 10 10 9 9 5.77 10 5.80 -1 0.03
Wisconsin 31 29 31 31 25 21 22 17 16 5.40 15 5.47 1 0.07
Wyoming 42 42 42 42 41 43 43 39 35 4.61 34 4.60 1 -0.01
District of Columbia 46 50 40 47 48 48 48 49 49 2.95 49 2.84 0 -0.11
Note: A rank of 1 is best, 50 is worst. All scores are for fiscal years. D.C.’s score and rank do not affect other states.
Source: Tax Foundation.
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Mark, McGuire, and Papke (2000) find taxes that vary from one location to another within 
a region could be uniquely important determinants of intraregional location decisions. 
They find that higher rates of two business taxes–the sales tax and the personal property 
tax–are associated with lower employment growth. They estimate that a tax hike on 
personal property of one percentage point reduces annual employment growth by 2.44 
percentage points. 

Bartik (1985), finding that property taxes are a significant factor in business location 
decisions, estimates that a 10 percent increase in business property taxes decreases 
the number of new plants opening in a state by between 1 and 2 percent. Bartik (1989) 
backs up his earlier findings by concluding that higher property taxes negatively affect 
the establishment of small businesses. He elaborates that the particularly strong negative 
effect of property taxes occurs because they are paid regardless of profits, and many 
small businesses are not profitable in their first few years, so high property taxes would 
be more influential than profit-based taxes on the start-up decision. 

States which keep statewide property taxes low better position themselves to attract 
business investment. Localities competing for business can put themselves at a greater 
competitive advantage by keeping personal property taxes low. 

Taxes on capital stock, tangible and intangible property, inventory, real estate transfers, 
estates, inheritance, and gifts are also included in the property tax component of the 
Index. The states that score the best on property tax are New Mexico, Indiana, Idaho, 
Delaware, Nevada, and Ohio. These states generally have low rates of property tax, 
whether measured per capita or as a percentage of income. They also avoid distortionary 
taxes like estate, inheritance, gift, and other wealth taxes. States that score poorly on the 
property tax component are Connecticut, New York, Vermont, Maine, Massachusetts, 
New Jersey, and Illinois. These states generally have high property tax rates and levy 
several wealth-based taxes. 

The property tax portion of the Index is composed of two equally weighted subindices 
devoted to measuring the economic impact of both rates and bases. The rate subindex 
consists of property tax collections (measured both per capita and as a percentage of 
personal income) and capital stock taxes. The base portion consists of dummy variables 
detailing whether each state levies wealth taxes such as inheritance, estate, gift, 
inventory, intangible property, and other similar taxes.31 

Property Tax Rate

The property tax rate subindex consists of property tax collections per capita (40 percent 
of the subindex score), property tax collections as a percent of personal income (40 
percent of the subindex score), and capital stock taxes (20 percent of the subindex score). 
The heavy weighting of tax collections is due to their importance to businesses and 
individuals and their increasing size and visibility to all taxpayers. Both are included to gain 

31 Though not included directly in this Index for data availability reasons, tangible personal property taxes can also affect business decisions. 
For a comprehensive review of these taxes and reform recommendations, see Joyce Errecart, Ed Gerrish, and Scott Drenkard, “States 
Moving Away from Taxes on Tangible Personal Property,” Tax Foundation, Oct. 4, 2012. 
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a better understanding of how much each state collects in proportion to its population 
and its income. Tax collections as a percentage of personal income forms an effective rate 
that gives taxpayers a sense of how much of their income is devoted to property taxes, 
and the per capita figure lets them know how much in actual dollar terms they pay in 
property taxes compared to residents of other states. 

While these measures are not ideal–having effective tax rates of personal and real 
property for both businesses and individuals would be preferable–they are the best 
measures available due to the significant data constraints posed by property tax 
collections. Since a high percentage of property taxes are levied on the local level, there 
are countless jurisdictions. The sheer number of different localities makes data collection 
almost impossible. The few studies that tackle the subject use representative towns or 
cities instead of the entire state. Thus, the best source for data on property taxes is the 
Census Bureau, because it can compile the data and reconcile definitional problems. 

States that maintain low effective rates and low collections per capita are more likely to 
promote growth than states with high rates and collections. 

Property Tax Collections Per Capita. Property tax collections per capita are calculated 
by dividing property taxes collected in each state (obtained from the Census Bureau) 
by population. The states with the highest property tax collections per capita are New 
Jersey ($3,513), New Hampshire ($3,246), Connecticut ($3,215), New York ($3,180), 
and Vermont ($2,938). The states that collect the least per capita are Alabama ($620), 
Arkansas ($788), Oklahoma ($826), Tennessee ($834), and Kentucky ($873). 

Effective Property Tax Rate. Property tax collections as a percent of personal income 
are derived by dividing the Census Bureau’s figure for total property tax collections by 
personal income in each state. This provides an effective property tax rate. States with 
the highest effective rates and therefore the worst scores are Maine (5.21 percent), 
Vermont (4.82 percent), New Jersey (4.80 percent), New Hampshire (4.79 percent), New 
York (4.36 percent), and Connecticut (4.20 percent). States that score well with low 
effective tax rates are Alabama (1.37 percent), Tennessee (1.61 percent), Arkansas (1.69 
percent), Oklahoma (1.75 percent), Louisiana (1.80 percent), and Delaware (1.86 percent).

Capital Stock Tax Rate. Capital stock taxes (sometimes called franchise taxes) are levied 
on the wealth of a corporation, usually defined as net worth. They are often levied in 
addition to corporate income taxes, adding a duplicate layer of taxation and compliance 
for many corporations. Corporations that find themselves in financial trouble must use 
their limited cash flow to pay their capital stock tax. In assessing capital stock taxes, the 
subindex accounts for three variables: the capital stock tax rate; the maximum payment; 
and whether any capital stock tax is imposed in addition to a corporate income tax, or 
whether the business is liable for the higher of the two. The capital stock tax subindex is 
20 percent of the total rate subindex. 
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This variable measures the rate of taxation as levied by the 16 states with a capital stock 
tax. Legislators have come to realize the damaging effects of capital stock taxes, and a 
handful of states are reducing or repealing them. Kansas completed the phaseout of its 
tax in 2011. West Virginia and Rhode Island fully phased out their capital stock taxes 
as of January 1, 2015, and Pennsylvania phased out its capital stock tax in 2016. New 
York finished a phaseout of the state’s capital stock tax as of January 1, 2021, but the 
legislature decided to temporarily reinstate the tax due to coronavirus-related budget 
concerns. Similarly, Illinois had plans to begin a phaseout in 2020, completing the process 
in 2024. After two years, Illinois reversed its phaseout plan and opted instead to freeze 
the franchise tax exemption at $1,000. Connecticut plans to phase out its tax by January 
1, 2024. States with the highest capital stock tax rates include Arkansas (0.30 percent), 
Louisiana (0.275 percent), Massachusetts (0.26 percent), Connecticut (0.21 percent), 
Tennessee (0.25 percent), and New York (0.1875 percent). 

Maximum Capital Stock Tax Payment. Eight states mitigate the negative economic impact 
of the capital stock tax by placing a cap on the maximum capital stock tax payment. These 
states are Alabama, Connecticut, Delaware, Georgia, Illinois, Nebraska, New York, and 
Oklahoma, and among states with a capital stock tax, they receive the highest score on 
this variable. 

Capital Stock Tax versus Corporate Income Tax. Some states mitigate the negative 
economic impact of the capital stock tax by allowing corporations to pay the higher of 
their capital stock tax or their corporate tax. These states (Connecticut, Massachusetts, 
and New York) are given credit for this provision. States that do not have a capital stock 
tax get the best scores in this subindex while the states that force companies to pay both 
score the worst. 

Property Tax Base

This subindex is composed of dummy variables listing the different types of property 
taxes each state levies. Seven taxes are included and each is equally weighted. Delaware, 
Idaho, Indiana, Ohio, Alaska, New Mexico, North Dakota, Nevada, New Hampshire, New 
Jersey, North Carolina, and Pennsylvania score the best because they each only levy 
one of the seven taxes. Connecticut, Maryland, and Kentucky receive the worst scores 
because they impose many of these taxes. 

Business Tangible Property Tax. This variable rewards states which remove, or 
substantially remove, business tangible personal property from their tax base. Taxes on 
tangible personal property, meaning property that can be touched or moved (as opposed 
to real estate), are a source of tax complexity and nonneutrality, incentivizing firms to 
change their investment decisions and relocate to avoid the tax. Eight states (Delaware, 
Hawaii, Illinois, Iowa, New Jersey, New York, Ohio, and Pennsylvania) exempt all tangible 
personal property from taxation, while another four states (Minnesota, New Hampshire, 
North Dakota, and South Dakota) exempt most such property from taxation except for 
select industries that are centrally assessed.
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Intangible Property Tax. This dummy variable gives low scores to those states that 
impose taxes on intangible personal property. Intangible personal property includes 
stocks, bonds, and other intangibles such as trademarks. This tax can be highly 
detrimental to businesses that hold large amounts of their own or other companies’ stock 
and that have valuable trademarks. Eight states levy this tax in various degrees: Alabama, 
Iowa, Kentucky, Louisiana, Mississippi, South Dakota, Tennessee, and Texas.32 

Inventory Tax. Levied on the value of a company’s inventory, the inventory tax is 
especially harmful to large retail stores and other businesses that store large amounts of 
merchandise. Inventory taxes are highly distortionary, because they force companies to 
make decisions about production that are not entirely based on economic principles but 
rather on how to pay the least amount of tax on goods produced. Inventory taxes also 
create strong incentives for companies to locate inventory in states where they can avoid 
these harmful taxes. Fourteen states levy some form of inventory tax. 

Split Roll Taxation. In some states, different classes of property—like residential, 
commercial, industrial, and agricultural property—face distinct tax burdens, either 
because they are taxed at different rates or are exposed to different assessment ratios. 
When such distinctions exist, the state is said to have a split (rather than unified) property 
tax roll. The Index assesses whether states utilize split roll taxation, which tends to 
discriminate against business property, and what ratio exists between commercial and 
residential property taxation. 

Property Tax Limitation Regimes. Most states limit the degree to which localities can 
raise property taxes, but these property tax limitation regimes vary dramatically. Broadly 
speaking, there are three types of property tax limitations. Assessment limits restrict 
the rate at which a given property’s assessed value can increase each year. (It often, but 
not always, resets upon sale or change of use, and sometimes resets when substantial 
improvements are made.) Rate limits, as the name implies, either cap the allowable 
rate or restrict the amount by which the rate can be raised in a given year. Finally, levy 
limits impose a restriction on the growth of total collections (excluding those from new 
construction), implementing or necessitating rate reductions if revenues exceed the 
allowable growth rate. Most limitation regimes permit voter overrides. The Index penalizes 
states for imposing assessment limitations, which distort property taxation, leading 
to similar properties facing highly disparate effective rates of taxation and influencing 
decisions about property utilization. It also rewards states for adopting either a rate or 
levy limit, or both. 

Asset Transfer Taxes (Estate, Inheritance, and Gift Taxes). Four taxes levied on the 
transfer of assets are part of the property tax base. These taxes, levied in addition to 
the federal estate tax, all increase the cost and complexity of transferring wealth and 
hurt a state’s business climate. These harmful effects can be particularly acute in the 
case of small, family-owned businesses if they do not have the liquid assets necessary to 

32 Some states, like Kentucky, are often considered not to impose an intangible property tax but continue to levy a low millage on financial 
deposits.
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pay the estate’s tax liability.33 The four taxes are real estate transfer taxes, estate taxes, 
inheritance taxes, and gift taxes. Thirty-five states and the District of Columbia levy 
taxes on the transfer of real estate, adding to the cost of purchasing real property and 
increasing the complexity of real estate transactions. This tax is harmful to businesses 
that transfer real property often. 

The federal Economic Growth and Tax Relief Reconciliation Act of 2001 (EGTRRA) 
lowered the federal estate tax rate through 2009 and eliminated it entirely in 2010. Prior 
to 2001, most states levied an estate tax that piggybacked on the federal system, because 
the federal tax code allowed individuals to take a dollar-for-dollar tax credit for state 
estate taxes paid. In other words, states essentially received free tax collections from the 
estate tax, and individuals did not object because their total tax liability was unchanged. 
EGTRRA eliminated this dollar-for-dollar credit system, replacing it with a tax deduction. 

Consequently, over the past decade, some states enacted their own estate tax while 
others repealed their estate taxes. Some states have provisions reintroducing the estate 
tax if the federal dollar-for-dollar credit system is revived. This would have happened 
in 2011, as EGTRRA expired and the federal estate tax returned to pre-2001 levels. 
However, in late 2010, Congress reenacted the estate tax for 2011 and 2012 but with 
higher exemptions and a lower rate than pre-2001 law and maintained the deduction for 
state estate taxes. The tax reform law of 2017 raised the federal exemption still further. 
Thirty-eight states receive a high score for either (1) remaining coupled to the federal 
credit and allowing their state estate tax to expire or (2) not enacting their own estate 
tax, including two which repealed their estate tax this year. Twelve states and the District 
of Columbia have maintained an estate tax either by linking their tax to the pre-EGTRRA 
credit or by creating their own stand-alone system. These states score poorly. 

Each year, some businesses, especially those that have not spent a sufficient sum on 
estate tax planning and on large insurance policies, find themselves unable to pay their 
estate taxes, either federal or state. Usually they are small- to medium-sized family-
owned businesses where the death of the owner occasions a surprisingly large tax liability. 

Inheritance taxes are similar to estate taxes, but they are levied on the heir of an estate 
instead of on the estate itself. Therefore, a person could inherit a family-owned company 
from his or her parents and be forced to downsize it, or sell part or all of it, in order to pay 
the heir’s inheritance tax. Six states have inheritance taxes and are punished in the Index, 
because the inheritance tax causes economic distortions. Maryland has both an estate 
tax and an inheritance tax, the only state to impose both after New Jersey completed the 
repeal of its estate tax.

Connecticut is the only state with a gift tax, and it scores poorly. Gift taxes are designed 
to stop individuals’ attempts to avoid the estate tax by giving their estates away before 
they die. Gift taxes have a negative impact on a state’s business tax climate because they 
also heavily impact individuals who have sole proprietorships, S corporations, and LLCs. 

33 For a summary of the effects of the estate tax on business, see Congressional Budget Office, “Effects of the Federal Estate Tax on Farms 
and Small Businesses,” July 2005. For a summary on the estate tax in general, see David Block and Scott Drenkard, “The Estate Tax: Even 
Worse Than Republicans Say,” Tax Foundation, Sept. 4, 2012. 
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UNEMPLOYMENT INSURANCE TAXES
Unemployment insurance (UI) is a social insurance program jointly operated by the federal 
and state governments. Taxes are paid by employers into the UI program to finance 
benefits for workers recently unemployed. Compared to the other major taxes assessed 
in the State Business Tax Climate Index, UI taxes are much less well-known. Every state has 
one, and all 50 of them are complex, variable-rate systems that impose different rates on 
different industries and different bases depending upon such factors as the health of the 
state’s UI trust fund.34 

One of the worst aspects of the UI tax system is that financially troubled businesses, for 
which layoffs may be a matter of survival, actually pay higher marginal rates as they are 
forced into higher tax rate schedules. In the academic literature, this has long been called 
the “shut-down effect” of UI taxes: failing businesses face climbing UI taxes, with the 
result that they fail sooner. 

The unemployment insurance tax component of the Index consists of two equally 
weighted subindices, one that measures each state’s rate structure and one that focuses 
on the tax base. Unemployment insurance taxes comprise 9.8 percent of a state’s final 
Index score. 

Overall, the states with the least damaging UI taxes are Oklahoma, Florida, Delaware, 
Louisiana, Mississippi, and Michigan. Comparatively speaking, these states have rate 
structures with lower minimum and maximum rates and a wage base at the federal level. 
In addition, they have simpler experience formulas and charging methods, and they have 
not complicated their systems with benefit add-ons and surtaxes. 

Conversely, the states with the worst UI taxes are Massachusetts, Rhode Island, 
Kentucky, Idaho, and Maryland. These states tend to have rate structures with high 
minimum and maximum rates and wage bases above the federal level. They also tend to 
feature more complicated experience formulas and charging methods, and have added 
benefits and surtaxes to their systems. 

Unemployment Insurance Tax Rate

UI tax rates in each state are based on a schedule of rates ranging from a minimum rate 
to a maximum rate. The rate for any particular business is dependent upon the business’s 
experience rating: businesses with the best experience ratings will pay the lowest 
possible rate on the schedule while those with the worst ratings pay the highest. The rate 
is applied to a taxable wage base (a predetermined fraction of an employee’s wage) to 
determine UI tax liability. 

34 See generally Joseph Bishop-Henchman, “Unemployment Insurance Taxes: Options for Program Design and Insolvent Trust Funds,” Tax 
Foundation, Oct. 17, 2011. 
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TABLE 7.

Unemployment Insurance Tax Component of the State Business Tax Climate Index  
(2014–2023)

Prior Year Ranks 2022 2023
2022-2023 

Change

State 2014 2015 2016 2017 2018 2019 2020 2021 Rank Score Rank Score Rank Score
Alabama 23 25 26 14 11 12 18 15 18 5.16 19 5.15 -1 -0.01
Alaska 26 24 22 29 24 34 45 44 44 4.31 44 4.33 0 0.02
Arizona 2 4 5 11 15 13 6 8 14 5.50 14 5.47 0 -0.03
Arkansas 28 40 43 30 31 33 23 23 20 5.13 20 5.14 0 0.01
California 14 14 13 16 13 17 22 21 24 5.07 24 5.03 0 -0.04
Colorado 38 35 34 42 34 39 42 40 40 4.52 42 4.45 -2 -0.07
Connecticut 21 20 20 21 19 23 21 22 23 5.09 23 5.07 0 -0.02
Delaware 1 3 3 3 3 3 3 3 2 5.96 2 5.99 0 0.03
Florida 4 2 2 2 2 2 2 2 4 5.87 3 5.92 1 0.05
Georgia 39 39 39 35 37 37 38 38 37 4.69 35 4.70 2 0.01
Hawaii 32 28 24 24 26 26 28 25 31 4.88 30 4.90 1 0.02
Idaho 47 46 45 46 45 47 47 47 46 4.05 47 4.04 -1 -0.01
Illinois 41 37 37 38 41 41 39 42 42 4.50 43 4.41 -1 -0.09
Indiana 10 9 15 10 10 11 25 27 26 4.93 27 4.93 -1 0.00
Iowa 33 33 35 34 33 32 34 36 34 4.80 33 4.81 1 0.01
Kansas 7 8 11 12 12 15 14 14 16 5.41 15 5.42 1 0.01
Kentucky 46 45 46 48 47 46 48 48 48 3.87 48 4.01 0 0.14
Louisiana 5 5 4 9 4 4 4 4 6 5.73 6 5.73 0 0.00
Maine 37 42 41 44 43 24 31 32 35 4.79 38 4.60 -3 -0.19
Maryland 31 21 28 26 23 28 32 33 47 4.03 41 4.46 6 0.43
Massachusetts 48 48 47 49 49 50 50 50 50 3.41 50 3.32 0 -0.09
Michigan 44 47 48 47 48 48 17 18 7 5.66 8 5.66 -1 0.00
Minnesota 34 29 29 28 36 25 33 31 28 4.90 34 4.80 -6 -0.10
Mississippi 8 7 8 5 5 5 5 5 5 5.79 5 5.80 0 0.01
Missouri 13 13 12 7 7 8 9 7 3 5.91 4 5.92 -1 0.01
Montana 20 18 18 19 20 21 20 20 19 5.15 18 5.16 1 0.01
Nebraska 12 12 10 8 9 9 11 11 11 5.56 11 5.56 0 0.00
Nevada 43 43 42 43 44 44 46 46 45 4.19 46 4.19 -1 0.00
New Hampshire 45 44 44 41 42 43 44 43 43 4.32 45 4.32 -2 0.00
New Jersey 30 32 32 25 35 31 30 30 33 4.86 32 4.85 1 -0.01
New Mexico 11 10 7 17 16 10 8 9 8 5.64 9 5.65 -1 0.01
New York 24 31 33 32 29 30 37 37 36 4.76 40 4.50 -4 -0.26
North Carolina 9 11 9 6 6 7 10 10 10 5.58 10 5.59 0 0.01
North Dakota 16 16 16 15 14 14 13 13 9 5.63 7 5.68 2 0.05
Ohio 6 6 6 4 8 6 7 6 13 5.54 13 5.52 0 -0.02
Oklahoma 3 1 1 1 1 1 1 1 1 6.05 1 6.07 0 0.02
Oregon 29 30 27 33 30 36 35 35 39 4.62 36 4.69 3 0.07
Pennsylvania 50 50 50 45 50 45 41 39 22 5.09 22 5.08 0 -0.01
Rhode Island 49 49 49 50 46 49 49 49 49 3.76 49 3.77 0 0.01
South Carolina 35 36 31 37 28 27 26 24 29 4.90 29 4.91 0 0.01
South Dakota 40 41 40 40 38 38 43 41 38 4.67 37 4.68 1 0.01
Tennessee 25 26 25 23 22 22 24 26 21 5.09 21 5.10 0 0.01
Texas 15 15 14 13 25 18 12 12 12 5.55 12 5.55 0 0.00
Utah 19 22 19 22 21 16 15 17 17 5.39 16 5.40 1 0.01
Vermont 17 17 17 20 18 20 16 16 15 5.48 17 5.36 -2 -0.12
Virginia 42 38 38 39 40 42 40 45 41 4.52 39 4.52 2 0.00
Washington 18 19 21 18 17 19 19 19 25 5.02 25 5.02 0 0.00
West Virginia 22 23 23 27 27 29 29 28 27 4.93 26 4.95 1 0.02
Wisconsin 27 27 36 36 39 40 36 34 30 4.88 31 4.90 -1 0.02
Wyoming 36 34 30 31 32 35 27 29 32 4.86 28 4.92 4 0.06
District of Columbia 25 27 27 27 29 32 34 36 39 4.66 38 4.64 1 -0.02
Note: A rank of 1 is best, 50 is worst. All scores are for fiscal years. D.C.’s score and rank do not affect other states.
Source: Tax Foundation.
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Multiple rates and rate schedules can affect neutrality as states attempt to balance the 
dual UI objectives of spreading the cost of unemployment to all employers and ensuring 
high-turnover employers pay more. 

Overall, the states with the best score on this rate subindex are Florida, Nebraska, 
Louisiana, Missouri, South Carolina, Mississippi, and Georgia. Generally, these states have 
low minimum and maximum tax rates on each schedule and a wage base at or near the 
federal level. The states with the worst scores are New York, Massachusetts, Washington, 
Rhode Island, Alaska, and Oregon.

The subindex gives equal weight to two factors: the actual rate schedules in effect in the 
most recent year, and the statutory rate schedules that can potentially be implemented at 
any time depending on the state of the economy and the UI fund. 

Tax Rates Imposed in the Most Recent Year

Minimum Tax Rate. States with lower minimum rates score better. The minimum rates 
in effect in the most recent year range from zero percent (in Iowa, Missouri, Nebraska, 
South Dakota, and Wisconsin) to 2.10 percent (in New York). 

Maximum Tax Rate. States with lower maximum rates score better. The maximum rates 
in effect in the most recent year range from 5.4 percent (in Alaska, Florida, Hawaii, Idaho, 
Nebraska, Nevada, and Oregon) to 20.93 percent (in Arizona). 

Taxable Wage Base. California, Florida, and Tennessee receive the best scores in this 
variable with a taxable wage base of $7,000—in line with the federal taxable wage base. 
The state with the highest taxable bases and, thus, the worst score on this variable, is 
Washington ($62,500). 

Potential Rates

Due to the effect of business and seasonal cycles on UI funds, states will sometimes 
change UI tax rate schedules. When UI trust funds are flush, states will trend toward their 
lower rate schedules (“most favorable schedules”); however, when UI trust funds are low, 
states will trend toward their higher rate schedules (“least favorable schedules”). 

Most Favorable Schedule: Minimum Tax Rate. States receive the best score in this 
variable with a minimum tax rate of zero, which they implement when unemployment is 
low and the UI fund is flush. The minimum rate on the most favorable schedule ranges 
from zero in 22 states to 1.0 percent in Alaska. 

Most Favorable Schedule: Maximum Tax Rate. The lowest maximum rate of 5.4 percent 
is imposed by 22 states and the District of Columbia. The state with the highest maximum 
tax rate and, thus, the worst maximum tax score, is Wisconsin (10.7 percent). 
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Least Favorable Schedule: Minimum Tax Rate. Thirteen states receive the best score on 
this variable with a minimum tax rate of zero percent. The state with the highest minimum 
tax rate and, thus, the worst minimum tax score, is Hawaii (2.4 percent).

Least Favorable Schedule: Maximum Tax Rate. Twelve states receive the best score in 
this variable with a comparatively low maximum tax rate of 5.4 percent. The state with 
the highest maximum tax rate and, thus, the worst maximum tax score, is Massachusetts 
(18.55 percent). 

Unemployment Insurance Tax Base

The UI base subindex scores states on how they determine which businesses should pay 
the UI tax and how much, as well as other UI-related taxes for which businesses may also 
be liable. 

The states that receive the best scores on this subindex are Oklahoma, Delaware, 
Vermont, New Mexico, and North Dakota. In general, these states have relatively simple 
experience formulas, they exclude more factors from the charging method, and they 
enforce fewer surtaxes.

States that receive the worst scores are Virginia, Nevada, Idaho, Maine, and Georgia. In 
general, they have more complicated experience formulas, exclude fewer factors from 
the charging method, and have complicated their systems with add-ons and surtaxes. The 
three factors considered in this subindex are experience rating formulas (40 percent of 
the subindex score), charging methods (40 percent of the subindex score), and a host of 
smaller factors aggregated into one variable (20 percent of the subindex score). 

Experience Rating Formula. A business’s experience rating formula determines the rate 
the firm must pay—whether it will lean toward the minimum rate or maximum rate of the 
particular rate schedule in effect in the state at that time. 

There are four basic experience formulas: contribution, benefit, payroll, and state 
experience. The first three experience formulas–contribution, benefit, and payroll–are 
based solely on the business’s experience and are therefore nonneutral by design.35 
However, the final variable–state experience–is a positive mitigating factor because it 
is based on statewide experience. In other words, the state experience is not tied to 
the experience of any one business; therefore, it is a more neutral factor. This subindex 
penalizes states that depend on the contribution, benefit, and payroll experience variables 
while rewarding states with the state experience variable. 

Charging Methods and Benefits Excluded from Charging. A business’s experience rating 
will vary depending on which charging method the state government uses. When a 
former employee applies for unemployment benefits, the benefits paid to the employee 
must be charged to a previous employer. There are three basic charging methods: 

35 Alaska is the only state to use the payroll experience method. This method does not use benefit payments in the formula but instead 
the variation in an employer’s payroll from quarter to quarter. This is a violation of tax neutrality since any decision by the employer or 
employee that would affect payroll may trigger higher UI tax rates.
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 • Charging Most Recent or Principal Employer: Nine states charge all the benefits to one 
employer, usually the most recent.

 • Charging Base-Period Employers in Inverse Chronological Order: Six states charge all 
base-period employers in inverse chronological order. This means that all employers 
within a base period of time (usually the last year, sometimes longer) will have the 
benefits charged against them, with the most recent employer being charged the 
most. 

 • Charging in Proportion to Base-Period Wages: Thirty-four states and the District of 
Columbia charge in proportion to base-period wages. This means that all employers 
within a base period of time (usually the last year, sometimes longer) will have the 
benefits charged against them in proportion to the wages they paid. 

None of these charging methods could be called neutral, but at the margin, charging the 
most recent or principal employer is the least neutral because the business faced with 
the necessity of laying off employees knows it will bear the full benefit charge. The most 
neutral of the three is the “charging in proportion to base-period wages” since there is a 
higher probability of sharing the benefit charges with previous employers. 

As a result, the states that charge in proportion to base-period wages receive the best 
score. The states that charge the most recent or principal employer receive the worst 
score. The states that charge base-period employers in inverse chronological order 
receive a median score. 

Many states also recognize that certain benefit costs should not be charged to employers, 
especially if the separation is beyond the employer’s control. Therefore, this subindex also 
accounts for six types of exclusions from benefit charges:

 • Benefit award reversed 
 • Reimbursements on combined wage claims 
 • Voluntary leaving 
 • Discharge for misconduct 
 • Refusal of suitable work 
 • Continues to work for employer on part-time basis 

States are rewarded for each of these exclusions because they nudge a UI system toward 
neutrality. For instance, if benefit charges were levied for employees who voluntarily quit, 
then industries with high turnover rates, such as retail, would be hit disproportionately 
harder. States that receive the best scores in this category are Connecticut, Delaware, 
Louisiana, Missouri, Ohio, and Vermont. On the other hand, the states that receive 
the worst scores are Virginia, Nevada, Georgia, Idaho, Kentucky, Maine, Illinois, New 
Hampshire, Rhode Island, and South Carolina. Most states charge the most recent or 
principal employer and forbid most benefit exclusions. 
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Solvency Tax. These taxes are levied on employers when a state’s unemployment fund 
falls below some defined level. Twenty-seven states have a solvency tax on the books, 
though they fall under different names, such as solvency adjustment tax (Alaska), 
supplemental assessment tax (Delaware), subsidiary tax (New York), and fund balance 
factor (Virginia). 

Taxes for Socialized Costs or Negative Balance Employer. These are levied on employers 
when the state desires to recover benefit costs above and beyond the UI tax collections 
based on the normal experience rating process. Nine states have these taxes on the 
books, though they fall under different names, such as shared cost assessment tax 
(Alabama) and social cost factor tax (Washington). 

Loan and Interest Repayment Surtaxes. Levied on employers when a loan is taken from 
the federal government or when bonds are sold to pay for benefit costs, these taxes are of 
two general types. The first is a tax to pay off the federal loan or bond issue. The second 
is a tax to pay the interest on the federal loan or bond issue. States are not allowed to pay 
interest costs directly from the state’s unemployment trust fund. Twenty-eight states and 
the District of Columbia have these taxes on the books, though they fall under several 
names, such as advance interest tax and bond assessment tax (Colorado) and temporary 
emergency assessment tax (Delaware). 

Reserve Taxes. Reserve taxes are levied on employers, to be deposited in a reserve fund 
separate from the unemployment trust fund. Since the fund is separate, the interest 
earned on it is often used to create other funds for purposes such as job training and 
paying the costs of the reserve tax’s collection. Four states have these taxes on the 
books: Idaho and Iowa (reserve tax), Nebraska (state UI tax), and North Carolina (reserve 
fund tax). 

Surtaxes for UI Administration or Non-UI Purposes. Twenty-nine states and the District 
of Columbia levy surtaxes on employers, usually to fund administration but sometimes 
for job training or special improvements in technology. They are often deposited in a fund 
outside of the state’s unemployment fund. Some of the names they go by are the state 
training and employment program (Arkansas), reemployment service fund tax (New York), 
wage security tax (Oregon), and investment in South Dakota future fee (South Dakota). 

Temporary Disability Insurance (TDI). A handful of states–California, Hawaii, New 
Jersey, and New York–have established a temporary disability insurance (TDI) program 
that augments the UI program by extending benefits to those unable to work because of 
sickness or injury. No separate tax funds these programs; the money comes right out of 
the states’ unemployment funds. Because the balance of the funds triggers various taxes, 
the TDIs are included as a negative factor in the calculation of this subindex. 
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Voluntary Contributions. Twenty-six states allow businesses to make voluntary 
contributions to the unemployment trust fund. In most cases, these contributions are 
rewarded with a lower rate schedule, often saving the business more money in taxes 
than was paid through the contribution. The Index rewards states that allow voluntary 
contributions because firms are able to pay when they can best afford to instead of when 
they are struggling. This provision helps to mitigate the nonneutralities of the UI tax. 

Time Period to Qualify for Experience Rating. Newly formed businesses, naturally, do not 
qualify for an experience rating because they have no significant employment history on 
which to base the rating. Federal rules stipulate that states can levy a “new employer” rate 
for one to three years, but no less than one year. From a neutrality perspective, however, 
this new employer rate is nonneutral in almost all cases since the rate is higher than the 
lowest rate schedule. The longer this rate is in effect, the worse the nonneutrality. As 
such, the Index rewards states with the minimum one year required to earn an experience 
rating and penalizes states that require the full three years. 
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TABLE 8.
State Corporate Income Tax Rates  
(as of July 1, 2022)
State Rates Brackets

Gross Receipts  
Tax Rate (a)

Alabama 6.5% > $0 
Alaska 0.0% > $0 

2.0% > $25,000 
3.0% > $49,000 
4.0% > $74,000 
5.0% > $99,000 
6.0% > $124,000 
7.0% > $148,000 
8.0% > $173,000 
9.0% > $198,000 
9.4% > $222,000 

Arizona 4.9% > $0 
Arkansas 1.0% > $0 

2.0% > $3,000 
3.0% > $6,000 
5.0% > $11,000 
5.9% > $25,000 

California 8.84% > $0 
Colorado 4.55% > $0 
Connecticut (b) 8.25% > $0 
Delaware 8.7% > $0 0.0945% - 0.7468% (c)
Florida 5.5% > $0 
Georgia 5.75% > $0 
Hawaii 4.4% > $0 

5.4% > $25,000 
6.4% > $100,000 

Idaho 6.0% > $0 
Illinois (d) 9.5% > $0 
Indiana 4.9% > $0 
Iowa 5.5% > $0 

9.0% > $100,000 
9.8% > $250,000 

Kansas 4.0% > $0 
7.0% > $50,000 

Kentucky 5.0% > $0 
Louisiana 3.5% > $0 

5.5% > $50,000 
7.5% > $150,000 

Maine 3.5% > $0 
7.93% > $350,000 
8.33% > $1,050,000 
8.93% > $3,500,000 

Maryland 8.25% > $0 
Massachusetts 8.0% > $0 
Michigan 6.0% > $0 
Minnesota 9.8% > $0 
Mississippi 3.0% > $0 

4.0% > $5,000 
5.0% > $10,000 

Missouri 4.0% > $0 
Montana 6.75% > $0 
Nebraska 5.58% > $0 

7.50% > $100,000 
Nevada (e) None 0.051% - 0.331% (c)
New Hampshire 7.6% > $0 
New Jersey (f, g) 6.5% > $0 

7.5% > $50,000 
9.0% > $100,000 

11.5% > $1,000,000 
New Mexico 4.8% > $0 

5.9% > $500,000 
New York (f) 6.50% > $0 

7.25% > $5,000,000 

North Carolina 2.5% > $0 
North Dakota 1.41% > $0 

3.55% > $25,000 
4.31% > $50,000 

Ohio (a) 0.26%
Oklahoma 6.0% > $0 
Oregon 6.6% > $0 0.57%

7.6% > $1,000,000 
Pennsylvania 9.99% > $0 
Rhode Island 7.0% > $0 
South Carolina 5.0% > $0 
South Dakota None
Tennessee 6.5% > $0 0.02%-0.3% (c)
Texas (a) 0.331% - 0.75% (c)
Utah 4.85% > $0 
Vermont 6.0% > $0 

7.0% > $10,000 
8.5% > $25,000 

Virginia 6.0% > $0 0.02% - 0.58% (c)
Washington (a) 0.13% - 3.3% (c)
West Virginia 6.5% > $0 
Wisconsin 7.9% > $0 
Wyoming None
District of Columbia 8.25% > $0 
Note: In addition to regular income taxes, many states impose other 
taxes on corporations such as gross receipts taxes and franchise taxes. 
Some states also impose an alternative minimum tax (see Table 12). 
Some states impose special rates on financial institutions.
(a) While many states collect gross receipts taxes from public 

utilities and other sectors, and some states label their sales tax 
as a gross receipts tax, we show only those state gross receipts 
taxes that broadly tax all business as a percentage of gross 
receipts: the Delaware Manufacturers & Merchants’ License Tax, 
the Nevada Commerce Tax, the Ohio Commercial Activities Tax, 
the Tennessee Business Tax, the Texas Margin Tax, the Virginia 
locally-levied Business/Professional/Occupational License Tax, 
and the Washington Business & Occupation Tax. Ohio, Texas, and 
Washington do not have a corporate income tax but do have a 
gross receipts tax, while Delaware, Tennessee, and Virginia have a 
gross receipts tax in addition to the corporate income tax.

(b) Connecticut’s rate includes a 10% surtax that effectively increases 
the rate from 7.5% to 8.25%. The surtax is required by businesses 
with at least $100 million annual gross income.

(c) Gross receipts tax rates vary by industry in these states. Texas 
has only two rates: 0.375% on retail and wholesale and 0.75% on 
all other industries. Virginia’s tax is locally levied and rates vary 
by business and by jurisdiction. Washington has over 30 different 
industry classifications and rates, while Nevada has 26.

(d) Illinois’ rate includes two separate corporate income taxes, one at a 
7% rate and one at a 2.5% rate. 

(e) Nevada also levies a payroll tax, the Modified Business Tax, which 
is reflected in the individual income tax component of the Index.

(f) The rates indicated apply to a corporation’s entire net income 
rather than just income over the threshold. 

(g) In New Jersey, a temporary and retroactive surcharge is in effect 
from 2020 to 2023, bringing the rate to 11.5% for businesses with 
income over $1 million.

Source: Tax Foundation; state tax statutes, forms, and instructions; 
Bloomberg Tax.

TABLE 8, CONTINUED.
State Corporate Income Tax Rates  
(as of July 1, 2022)
State Rates Brackets

Gross Receipts  
Tax Rate (a)



D
AT

A
 T

A
B

LE
S

58 | STATE BUSINESS TAX CLIMATE INDEX

TABLE 9. 
State Corporate Income Tax and Business Tax Bases: Tax Credits and Gross Receipts 
Tax Deductions (as of July 1, 2022)

Job Credits

Research and 
Development 

Credits
Investment  

Credits

Gross Receipts Tax Deductions

Compensation 
Expenses Deductible

Cost of Goods  
Sold Deductible

Alabama Yes No Yes
Alaska No No No
Arizona Yes Yes Yes
Arkansas Yes Yes Yes
California Yes Yes No
Colorado Yes Yes Yes
Connecticut No Yes Yes
Delaware Yes Yes Yes No No
Florida Yes Yes Yes
Georgia Yes Yes Yes
Hawaii No Yes Yes
Idaho Yes Yes Yes
Illinois Yes Yes Yes
Indiana Yes Yes Yes
Iowa Yes Yes Yes
Kansas Yes Yes Yes
Kentucky Yes Yes Yes
Louisiana Yes Yes Yes
Maine No Yes Yes
Maryland Yes Yes Yes
Massachusetts Yes Yes Yes
Michigan No No No
Minnesota Yes Yes Yes
Mississippi Yes No Yes
Missouri Yes No Yes
Montana Yes Yes No
Nebraska Yes Yes Yes
Nevada No No No No No
New Hampshire Yes Yes Yes
New Jersey Yes Yes Yes
New Mexico Yes Yes Yes
New York Yes Yes Yes
North Carolina No No No
North Dakota No Yes Yes
Ohio Yes Yes Yes No No
Oklahoma Yes No Yes
Oregon No Yes No No No
Pennsylvania Yes Yes Yes
Rhode Island Yes Yes Yes
South Carolina Yes Yes Yes
South Dakota No No No
Tennessee Yes No Yes No No
Texas No Yes No Partial (a) Partial (a)
Utah Yes Yes Yes
Vermont No Yes Yes
Virginia Yes Yes Yes
Washington No No No No No
West Virginia Yes Yes Yes
Wisconsin Yes Yes Yes
Wyoming No No No
District of Columbia Yes No No
(a) Businesses may deduct either compensation or cost of goods sold but not both.
Source: Tax Foundation; Bloomberg Tax; state statutes.
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TABLE 10. 
State Corporate Income Tax and Business Tax Bases: Net Operating 
Losses (as of July 1, 2022)

Carryback (Years) Carryback Cap Carryforward (Years) Carryforward Cap
Alabama 0 $0 15 Unlimited
Alaska Conforms to federal treatment
Arizona 0 $0 20 Unlimited
Arkansas 0 $0 8 Unlimited
California 0 0 0 0
Colorado Conforms to federal treatment
Connecticut 0 $0 20 Unlimited
Delaware Conforms to federal treatment
Florida Conforms to federal treatment
Georgia Conforms to federal treatment
Hawaii Conforms to federal treatment
Idaho 2 $100,000 20 Unlimited
Illinois 0 $0 22 Unlimited
Indiana 0 $0 20 Unlimited
Iowa 0 $0 20 Unlimited
Kansas Conforms to federal treatment
Kentucky Conforms to federal treatment
Louisiana 0 $0 20 Unlimited
Maine Conforms to federal treatment
Maryland Conforms to federal treatment
Massachusetts 0 $0 20 Unlimited
Michigan 0 $0 10 Unlimited
Minnesota 0 $0 15 Unlimited
Mississippi 2 Unlimited 20 Unlimited
Missouri 2 Unlimited 20 Unlimited
Montana 3 $500,000 10 Unlimited
Nebraska 0 $0 20 Unlimited
Nevada n.a. n.a. n.a. n.a.
New Hampshire 0 $0 10 $10,000,000
New Jersey 0 $0 20 Unlimited
New Mexico Conforms to federal treatment
New York 3 Unlimited 20 Unlimited
North Carolina 0 $0 15 Unlimited
North Dakota 0 $0 20 Unlimited
Ohio n.a. n.a. n.a. n.a.
Oklahoma Conforms to federal treatment
Oregon 0 $0 15 Unlimited
Pennsylvania 0 $0 20 40% of Liability (a)
Rhode Island 0 $0 5 Unlimited
South Carolina Conforms to federal treatment
South Dakota Conforms to federal treatment
Tennessee 0 $0 15 Unlimited
Texas n.a. n.a. n.a. n.a.
Utah Conforms to federal treatment
Vermont 0 $0 10 Unlimited
Virginia Conforms to federal treatment
Washington n.a. n.a. n.a. n.a.
West Virginia Conforms to federal treatment
Wisconsin 0 $0 20 Unlimited
Wyoming n.a. n.a. n.a. n.a.
District of Columbia Conforms to federal treatment
(a) Pennsylvania allows unlimited carryforwards but caps claims at 40 percent of tax liability in any given year.
Source: Tax Foundation; Bloomberg Tax; state statutes.
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TABLE 11. 
State Corporate Income Tax and Business Tax Bases: Treatment of Capital 
Investment (as of July 1, 2022)

Section 168(k)  
Expensing

Conforms to Section  
163(j) Limitation

GILTI  
Inclusion

Alabama 100% Yes Decouples/95% exclusion
Alaska 100% Yes Decouples/95% exclusion
Arizona 0% Yes Decouples/95% exclusion
Arkansas 0% No Decouples/95% exclusion
California 0% No Decouples/95% exclusion
Colorado 100% Yes Decouples/95% exclusion
Connecticut 0% No Decouples/95% exclusion
Delaware 100% Yes Mostly Excluded
Florida 0% Yes Decouples/95% exclusion
Georgia 0% No Decouples/95% exclusion
Hawaii 0% Yes Decouples/95% exclusion
Idaho 0% Yes Mostly Excluded
Illinois 100% Yes Decouples/95% exclusion
Indiana 0% No Decouples/95% exclusion
Iowa 100% No Decouples/95% exclusion
Kansas 100% Yes Decouples/95% exclusion
Kentucky 0% Yes Decouples/95% exclusion
Louisiana 100% Yes Decouples/95% exclusion
Maine 0% Yes Taxes 50% or more of GILTI
Maryland 0% Yes Taxes 50% or more of GILTI
Massachusetts 0% Yes Decouples/95% exclusion
Michigan 0% Yes Decouples/95% exclusion
Minnesota 20% Yes Decouples/95% exclusion
Mississippi 0% No Decouples/95% exclusion
Missouri 100% No Decouples/95% exclusion
Montana 100% Yes Mostly Excluded
Nebraska 100% Yes Mostly Excluded
Nevada 0% No Decouples/95% exclusion
New Hampshire 0% Yes Decouples/95% exclusion
New Jersey 0% Yes Taxes 50% or more of GILTI
New Mexico 100% Yes Decouples/95% exclusion
New York 0% Yes Decouples/95% exclusion
North Carolina 15% Yes Decouples/95% exclusion
North Dakota 100% Yes Mostly Excluded
Ohio 0% No Decouples/95% exclusion
Oklahoma 100% Yes Decouples/95% exclusion
Oregon 100% Yes Mostly Excluded
Pennsylvania 0% Yes Decouples/95% exclusion
Rhode Island 0% Yes Taxes 50% or more of GILTI
South Carolina 0% No Decouples/95% exclusion
South Dakota 100% No Decouples/95% exclusion
Tennessee 0% No Decouples/95% exclusion
Texas 0% No Decouples/95% exclusion
Utah 100% Yes Taxes 50% or more of GILTI
Vermont 0% Yes Mostly Excluded
Virginia 0% Yes Decouples/95% exclusion
Washington 0% No Decouples/95% exclusion
West Virginia 100% Yes Mostly Excluded
Wisconsin 0% No Decouples/95% exclusion
Wyoming 100% No Decouples/95% exclusion
District of Columbia 0% Yes Taxes 50% or more of GILTI
Note: “Mostly Excluded” means GILTI may apply or that the deduction is less than 95%.
Source: Tax Foundation; Bloomberg Tax; state statutes.
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TABLE 12.
State Corporate Income Tax and Business Tax Bases: Other Variables  
(as of July 1, 2022)

Federal 
Income Used 
as State Tax 

Base

Allows  
Federal ACRS 

or MACRS 
Depreciation

Allows 
Federal 

Depletion
Throwback 

Rule
Foreign Tax 

Deductibility
Corporate 

AMT

Brackets 
Indexed for 

Inflation
Alabama Yes Yes Yes No Yes No Flat CIT
Alaska Yes Yes Partial Yes No Yes No
Arizona Yes Yes Yes No No No Flat CIT
Arkansas No Yes Yes Yes Yes No No
California Yes No Partial Yes No Yes Flat CIT
Colorado Yes Yes Yes Yes No No Flat CIT
Connecticut Yes Yes Yes No Yes No No
Delaware Yes Yes Partial No No No Flat CIT
Florida Yes Yes Yes No Yes No Flat CIT
Georgia Yes Yes Yes No No No Flat CIT
Hawaii Yes Yes Yes Yes Yes No No
Idaho Yes Yes Yes Yes Yes No Flat CIT
Illinois Yes Yes Yes Yes Yes No Flat CIT
Indiana Yes Yes Yes No Yes No Flat CIT
Iowa Yes Yes Partial No Yes No No
Kansas Yes Yes Yes Yes No No No
Kentucky Yes Yes Yes No No Yes Flat CIT
Louisiana Yes Yes Partial Yes Yes No No
Maine Yes Yes Yes Yes Yes No No
Maryland Yes Yes Partial No Yes No Flat CIT
Massachusetts Yes Yes Yes Yes No No Flat CIT
Michigan Yes Yes Yes No No No Flat CIT
Minnesota Yes Yes Partial No No Yes Flat CIT
Mississippi No Yes Partial Yes No No No
Missouri Yes Yes Yes No Yes No Flat CIT
Montana Yes Yes Yes Yes No No Flat CIT
Nebraska Yes Yes Yes No Yes No No
Nevada Yes Yes Yes No Yes No GRT
New Hampshire Yes Yes Partial Yes No Yes Flat CIT
New Jersey Yes Yes Yes No No No No
New Mexico Yes Yes Yes Yes Yes No No
New York Yes Yes Yes No Yes No Flat CIT
North Carolina Yes Yes Partial No No No Flat CIT
North Dakota Yes Yes Yes Yes No No No
Ohio Yes Yes Yes No Yes No GRT
Oklahoma Yes Yes Partial Yes No No Flat CIT
Oregon Yes Yes Partial Yes No No No
Pennsylvania Yes Yes Yes No No No Flat CIT
Rhode Island Yes Yes Yes Yes Yes No Flat CIT
South Carolina Yes Yes Yes No No No Flat CIT
South Dakota n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Tennessee Yes Yes Partial No Yes No Flat CIT
Texas Partial Yes Yes No Yes No GRT
Utah Yes Yes Yes Yes No No Flat CIT
Vermont Yes Yes Yes Yes Yes No No
Virginia Yes Yes Yes No No No Flat CIT
Washington Yes Yes Yes No Yes No GRT
West Virginia Yes Yes Yes No No No Flat CIT
Wisconsin Yes Yes Yes Yes No No Flat CIT
Wyoming n.a. n.a. n.a. n.a. n.a. n.a. n.a.
District of Columbia Yes Yes Yes Yes Partial No Flat CIT
Source: Tax Foundation; Bloomberg Tax; state statutes.
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Alabama 2.0% > $0 $2,500 $1,500 $1,000 0.50%
4.0% > $500 
5.0% > $3,000 

Alaska No Income Tax None
Arizona 2.55% > $0 12950 (j) n.a. n.a. None

2.98% > $27,272 
Arkansas (e, f) 2.0% > $0 $2,200 $29 (g) $29 (g) None

4.0% > $4,300
4.9% > $8,500

California (e) 1.0% > $0 $4,803 $129 (g) $400 (g) None
2.0% > $9,325
4.0% > $22,107
6.0% > $34,892
8.0% > $48,435
9.3% > $61,214

10.3% > $312,686
11.3% > $375,221
12.3% > $625,369
13.3% > $1,000,000

Colorado 4.5% > $0 $12,950 n.a. n.a. None
Connecticut (f) 3.0% > $0 n.a. $15,000 (d) $0 None

5.0% > $10,000 
5.50% > $50,000 

6.0% > $100,000 
6.50% > $200,000 
6.90% > $250,000 
6.99% > $500,000 

Delaware 2.20% > $2,000 $3,250 $110 (g) $110 (g) 0.625%
3.90% > $5,000 
4.80% > $10,000 
5.20% > $20,000 
5.55% > $25,000 
6.60% > $60,000 

Florida No Income Tax None
Georgia 1.0% > $0 $4,600 $2,700 $3,000 None

2.0% > $750 
3.0% > $2,250 
4.0% > $3,750 
5.0% > $5,250 

5.75% > $7,000 
Hawaii 1.40% > $0 $2,200 $1,144 (d) $1,144 None

3.20% > $2,400
5.50% > $4,800
6.40% > $9,600
6.80% > $14,400
7.20% > $19,200
7.60% > $24,000
7.90% > $36,000
8.25% > $48,000
9.00% > $150,000

10.00% > $175,000
11.00% > $200,000

Idaho (e) 1.0% > $0 $12,950  ( j) n.a. n.a. None
3.0% > $1,588.00
4.5% > $4,763.00
6.0% > $7,939.00

Illinois (h) 4.95% > $0 $0 $2,375 $2,375 None
Indiana 3.23% > $0 $0 $1,000 $1,000 1.76%

TABLE 13.
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Iowa (e) 0.33% > $0 $2,210 $40 (g) $40 (g) 0.4265%
0.67% > $1,743
2.25% > $3,486
4.14% > $6,972
5.63% > $15,687
5.96% > $26,154
6.25% > $34,860
7.44% > $52,290
8.53% > $78,435

Kansas 3.10% > $0 $3,500 $2,250 $2,250 None
5.25% > $15,000 
5.70% > $30,000 

Kentucky 5.0% > $0 $2,770 n.a. n.a. 2.075%
Louisiana 1.9% > $0 n.a. $4,500 (i) $1,000 None

3.5% > $12,500 
4.3% > $50,000 

Maine (e) 5.80% > $0 $12,950 $4,450 $300 (g) None
6.75% > $23,000
7.15% > $54,450

Maryland 2.0% > $0 $2,350 $3,200 (d) $3,200 3.005%
3.0% > $1,000 
4.0% > $2,000 

4.75% > $3,000 
5.0% > $100,000 

5.25% > $125,000 
5.50% > $150,000 
5.75% > $250,000 

Massachusetts 5.0% > $0 n.a. $4,400 $1,000 None
Michigan 4.25% > $0 n.a. $5,000 $5,000 1.70%
Minnesota (e) 5.35% > $0 $12,900 (j) n.a. $4,350 None

6.80% > $28,080 
7.85% > $92,230 
9.85% > $171,220 

Mississippi 4.0% > $5,000 $2,300 $6,000 $1,500 None
5.0% > $10,000 

Missouri 1.5% > $108 $12,950 (j) n.a. n.a. 0.50%
2.0% > $1,088
2.5% > $2,176
3.0% > $3,264
3.5% > $4,352
4.0% > $5,440
4.5% > $6,528
5.0% > $7,616
5.3% > $8,704

Montana (e) 1.0% > $0 $4,830 $2,580 $2,580 None
2.0% > $3,300
3.0% > $5,800
4.0% > $8,900
5.0% > $12,000
6.0% > $15,400

6.75% > $19,800
Nebraska (e)(f) 2.46% > $0 $7,350 $142 (d, g) $142 (d, g) None

3.51% > $3,340
5.01% > $19,990
6.84% > $32,210

Nevada (k) No Income Tax None
New Hampshire (l) 5.0% > $0 n.a. $2,400 $0 None
New Jersey 1.400% > $0 n.a. $1,000 $1,500 0.50%

1.750% > $20,000 
3.500% > $35,000 
5.525% > $40,000 
6.370% > $75,000 
8.970% > $500,000 

10.750% > $1,000,000 

TABLE 13, CONTINUED.
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New Mexico 1.7% > $0 $12,950 (j) n.a. $4,000 None
3.2% > $5,500 
4.7% > $11,000 
4.9% > $16,000 
5.9% $210,000 

New York (e, f) 4.00% > $0 $8,000 $0 $1,000 1.938%
4.50% > $8,500
5.25% > $11,700
5.85% > $13,900
6.25% > $80,650
6.85% > $215,400
9.65% > $1,077,550

10.30% > $5,000,000
10.90% 25,000,000
10.90% > $25,000,000

North Carolina 4.99% > $0 $12,750 n.a. n.a. None
North Dakota (e) 1.10% > $0 $12,950 (j) n.a. n.a. None

2.04% > $40,525 
2.27% > $98,100 
2.64% > $204,675 
2.90% > $445,000 

Ohio (e) 2.756% > $25,000 n.a. $2,400 $2,400 2.50%
3.226% > $44,250
3.688% > $88,450
3.990% > $110,650

Oklahoma 0.25% > $0 $6,350 $1,000 $1,000 None
0.75% > $1,000 
1.75% > $2,500 
2.75% > $3,750 
3.75% > $4,900 
4.75% > $7,200 

Oregon (e, k) 4.75% > $0 $2,420 $213 (g) $213 (g) 2.387%
6.75% > $3,650
8.75% > $9,200
9.90% > $125,000

Pennsylvania 3.07% > $0 n.a. n.a. n.a. 2.895%
Rhode Island (e) 3.75% > $0 $9,300 (d) n.a. $4,350 (d) None

4.75% > $68,200
5.99% > $155,050

South Carolina (e) 0.0% > $0 $12,950 (j) n.a. $4,300 None
3.0% > $3,200 
6.5% > $16,040 

South Dakota No Income Tax None
Tennessee No Income Tax None
Texas No Income Tax None
Utah 4.85% > $0 (m) (m) (m) None
Vermont (n) 3.35% > $0 $6,350 $4,350 $4,350 None

6.60% > $40,950 
7.60% > $99,200 
8.75% > $206,950 

Virginia 2.0% > $0 $4,500 $930 $930 None
3.0% > $3,000 
5.0% > $5,000 

5.75% > $17,000 
Washington (o) 7.0% > $250,000 None
West Virginia 3.0% > $0 n.a. $2,000 $2,000 None

4.0% > $10,000 
4.50% > $25,000 

6.0% > $40,000 
6.50% > $60,000 

Wisconsin (e) 3.54% > $0 $11,790 (d) $700 $700 None
4.65% > $12,760 
5.30% > $25,520 
7.65% > $280,950 

TABLE 13, CONTINUED.
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Wyoming No Income Tax None
District of Columbia 4.0% > $0 $12,950 (j) n.a. n.a. None

6.0% > $10,000 
6.50% > $40,000 
8.50% > $60,000 
9.25% > $250,000 
9.75% > $500,000 

10.75% > $1,000,000 
(a) Brackets are for single taxpayers. Some states double bracket widths for joint filers (AL, AZ, CT, HI, ID, KS, LA, ME, NE, OR). 

New York doubles all except the top two brackets. Some states increase but do not double brackets for joint filers (CA, GA, MN, 
NM, NC, ND, OK, RI, VT, WI). Maryland decreases some and increases others. New Jersey adds a 2.45% rate and doubles some 
bracket widths. Consult the Tax Foundation website for tables for joint filers. 

(b) Married joint filers generally receive double the single exemption. 
(c) The average local income tax rate is calculated by taking the mean of the income tax rate in the most populous city and the capital 

city. 
(d) Subject to phaseout for higher-income taxpayers. 
(e) Bracket levels are adjusted for inflation each year.
(f) Arkansas, Connecticut, Nebraska, and New York have an income “recapture” provision whereby the benefit of lower tax brackets 

is removed for the top bracket. See the individual income tax section for details. 
(g) Tax credit. 
(h) Illinois imposes an additional 1.5% tax on pass-through businesses, bringing the combined rate to 6.45%.
(i) The standard deduction and personal exemptions are combined: $4,500 for single and married filing separately; $9,000 married 

filing jointly. 
(j) These states adopt the same standard deductions or (now zeroed-out) personal exemptions as the federal government. In some 

cases, the link is implicit in the fact that the state tax calculations begin with federal taxable income. 
(k) Nevada imposes a payroll tax of 1.45%, which is included in the Index as a tax on wage income only. Oregon imposes a payroll tax 

of 0.1% in addition to its income tax; this is also reflected in Index calculations.
(l) Tax applies to interest and dividend income only. 
(m) Utah’s standard deduction and personal exemption are combined into a single credit equal to 6% of the taxpayer’s federal 

standard deduction (or itemized deductions) plus three-fourths of the taxpayer’s federal exemptions. This credit is phased out for 
higher-income taxpayers. 

(n) Bracket levels are adjusted for inflation each year; 2022 inflation adjustments were not available as of publication, so inflation-
adjusted amounts for tax year 2021 are shown.

(o) Tax applies to capital gains income only.
Source: Tax Foundation; state tax forms and instructions; state statutes.
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TABLE 14.
State Individual Income Tax Bases: Marriage Penalty, Capital Income,  
and Indexation (as of July 1, 2022)

Convenience 
Rule

Capital Income Taxed Indexed for Inflation
Marriage 
Penalty Interest Dividends

Capital  
Gains

Tax  
Brackets

Standard 
Deduction

Personal 
Exemption

Alabama No No Yes Yes Yes No No No
Alaska n.a. No n.a. n.a. n.a. n.a. n.a. n.a.
Arizona No No Yes Yes Yes Yes Yes Yes
Arkansas Yes No Yes Yes Yes Yes No Yes
California Yes No Yes Yes Yes Partial Yes Yes
Colorado No No Yes Yes Yes Yes Yes Yes
Connecticut No Partial Yes Yes Yes No Yes No
Delaware Yes Yes Yes Yes Yes No No No
Florida n.a. No n.a. n.a. n.a. n.a. n.a. n.a.
Georgia Yes No Yes Yes Yes No No No
Hawaii No No Yes Yes Yes No No No
Idaho No No Yes Yes Yes Yes Yes Yes
Illinois No No Yes Yes Yes Yes Yes Yes
Indiana No No Yes Yes Yes Yes Yes No
Iowa Yes No Yes Yes Yes Yes Yes No
Kansas No No Yes Yes Yes No No No
Kentucky No No Yes Yes Yes Yes Yes Yes
Louisiana No No Yes Yes Yes No No No
Maine No No Yes Yes Yes Yes Yes Yes
Maryland Yes No Yes Yes Yes No Yes No
Massachusetts No No Yes Yes Yes Yes Yes No
Michigan No No Yes Yes Yes Yes Yes Yes
Minnesota Yes No Yes Yes Yes Yes Yes Yes
Mississippi Yes No Yes Yes Yes No No No
Missouri Yes No Yes Yes Yes Yes Yes Yes
Montana Yes No Yes Yes Yes Yes Yes Yes
Nebraska No Yes Yes Yes Yes Yes Yes Yes
Nevada n.a. No n.a. n.a. n.a. n.a. n.a. n.a.
New Hampshire No No Yes Yes No Yes Yes No
New Jersey Yes No Yes Yes Yes No Yes No
New Mexico Yes No Yes Yes Yes No Yes Yes
New York Yes Yes Yes Yes Yes No No No
North Carolina No No Yes Yes Yes Yes No Yes
North Dakota Yes No Yes Yes Yes Yes Yes Yes
Ohio Yes No Yes Yes Yes Yes Yes Yes
Oklahoma Yes No Yes Yes Yes No No No
Oregon No No Yes Yes Yes Partial Yes Yes
Pennsylvania No Yes Yes Yes Yes Yes Yes Yes
Rhode Island Yes No Yes Yes Yes Yes Yes Yes
South Carolina Yes No Yes Yes Yes Yes Yes Yes
South Dakota n.a. No n.a. n.a. n.a. n.a. n.a. n.a.
Tennessee n.a. No n.a. n.a. n.a. n.a. n.a. n.a.
Texas n.a. No n.a. n.a. n.a. Yes Yes Yes
Utah No No Yes Yes Yes Yes Yes Yes
Vermont Yes No Yes Yes Yes Yes Yes Yes
Virginia Yes No Yes Yes Yes No No No
Washington Yes No n.a. n.a. Yes No n.a. n.a.
West Virginia Yes No Yes Yes Yes No Yes No
Wisconsin Yes No Yes Yes Yes Yes Yes No
Wyoming n.a. No n.a. n.a. n.a. Yes Yes Yes
District of Columbia Yes No Yes Yes Yes No Yes Yes
Source: Tax Foundation; Bloomberg Tax; state statutes.
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TABLE 15. 
State Individual Income Tax Bases: Other Variables (as of July 1, 2022)

Federal Income 
Used as State Tax 

Base

Credits for 
Taxes Paid to 
Other States

AMT  
Levied

Recognition of 
LLC Status

Recognition of 
S-Corp Status

Section 179 
Expensing 

Limit
Alabama No Yes No Yes Yes $1,000,000
Alaska Yes Yes No Yes Yes $1,000,000
Arizona Yes Yes No Yes Yes $1,000,000
Arkansas No Yes No Yes Partial $25,000
California Yes Yes Yes Yes Yes $25,000
Colorado Yes Yes Yes Yes Yes $1,000,000
Connecticut Yes Yes Yes Yes Yes $200,000
Delaware Yes Yes No No No $1,000,000
Florida n.a. n.a. n.a. Yes Yes $1,000,000
Georgia Yes Yes No Yes Yes $1,000,000
Hawaii Yes Yes No Yes Yes $25,000
Idaho Yes Yes No Yes Yes $1,000,000
Illinois Yes Yes No Yes Yes $1,000,000
Indiana Yes Yes No Yes Yes $25,000
Iowa Yes Yes Yes Yes Yes $1,000,000
Kansas Yes Yes No Yes Yes $1,000,000
Kentucky Yes Yes No Yes Yes $100,000
Louisiana Yes Yes No Yes No $1,000,000
Maine Yes Yes No Yes Yes $1,000,000
Maryland Yes Yes No Yes Yes $25,000
Massachusetts Yes Yes No Yes Yes $1,000,000
Michigan Yes Yes No Yes Yes $1,000,000
Minnesota Yes Yes Yes Yes Yes $1,000,000
Mississippi No Yes No Yes Yes $1,000,000
Missouri Yes Yes No Yes Yes $1,000,000
Montana Yes Yes No Yes Yes $1,000,000
Nebraska Yes Yes No Yes Yes $1,000,000
Nevada n.a. n.a. n.a. Yes Yes $1,000,000
New Hampshire Yes No No No No $500,000
New Jersey No Yes No Yes Partial $25,000
New Mexico Yes Yes No Yes Yes $1,000,000
New York Yes Yes No Yes Partial $1,000,000
North Carolina Yes Yes No Yes Yes $25,000
North Dakota Yes Yes No Yes Yes $1,000,000
Ohio Yes Yes No No No $1,000,000
Oklahoma Yes Yes No Yes Yes $1,000,000
Oregon Yes Yes No Yes Yes $1,000,000
Pennsylvania No Yes No Yes Yes $25,000
Rhode Island Yes Yes No Yes Yes $1,000,000
South Carolina Yes Yes No Yes Yes $1,000,000
South Dakota n.a. n.a. n.a. Yes Yes $1,000,000
Tennessee Yes Yes No Yes No $1,000,000
Texas n.a. n.a. n.a. No No $1,000,000
Utah Yes Yes No Yes Yes $1,000,000
Vermont Yes Yes No Yes Yes $1,000,000
Virginia Yes Yes No Yes Yes $1,000,000
Washington n.a. n.a. n.a. No No $1,000,000
West Virginia Yes Yes No Yes Yes $1,000,000
Wisconsin Yes Yes No Yes Yes $1,000,000
Wyoming n.a. n.a. n.a. Yes Yes $1,000,000

District of Columbia Yes Yes No Yes No $25,000
Source: Tax Foundation; Bloomberg Tax; state statutes.



D
AT

A
 T

A
B

LE
S

68 | STATE BUSINESS TAX CLIMATE INDEX

TABLE 16. 
State Sales and Excise Tax Rates (as of July 1, 2022)

Sales Taxes Excise Taxes

State Sales 
Tax Rate

Average 
Local Rate

Gasoline 
(cents per 
gallon) (e) 

Diesel  
(cents per 
gallon) (e) 

Cigarettes 
(dollars per 
pack of 20)

Beer  
(dollars per 

gallon)

Spirits 
(dollars per 
gallon) (g)

Alabama 4.00% 5.24% 31.31 32.25 $0.68 $1.05 (f) $19.11 (h)
Alaska n.a 1.76% 15.13 14.98 $2.00 $1.07 $12.80
Arizona 5.60% 2.77% 19.00 27.00 $2.00 $0.16 $3.00
Arkansas 6.50% 2.97% 24.80 28.80 $1.15 $0.34 $7.64
California (a) 7.25% 1.57% 70.95 102.01 $2.87 $0.20 $3.30
Colorado 2.90% 4.87% 22.00 20.50 $1.94 $0.08 $2.28
Connecticut 6.35% n.a. 35.75 42.90 $4.35 $0.23 $5.94
Delaware n.a n.a. 23.00 22.00 $2.10 $0.26 $4.50
Florida 6.00% 1.01% 43.55 36.37 $1.34 $0.48 $6.50
Georgia 4.00% 3.37% 37.55 41.39 $0.37 $1.01 (f) $3.79
Hawaii (b) 4.00% 0.44% 51.69 52.41 $3.20 $0.93 $5.98
Idaho 6.00% 0.02% 33.00 33.00 $0.57 $0.15 $10.91 (h)
Illinois 6.25% 2.48% 59.60 67.02 $2.98 $0.23 $8.55
Indiana 7.00% n.a. 50.79 55.00 $1.00 $0.12 $2.68
Iowa 6.00% 0.94% 30.00 32.50 $1.36 $0.19 $13.03 (h)
Kansas 6.50% 2.21% 24.03 26.03 $1.29 $0.18 $2.50
Kentucky 6.00% n.a. 26.00 23.00 $1.10 $0.89 $8.81
Louisiana 4.45% 5.10% 20.01 20.01 $1.08 $0.40 $3.03
Maine 5.50% n.a. 30.01 31.21 $2.00 $0.35 $11.96 (h)
Maryland 6.00% n.a. 42.70 43.45 $3.75 $0.55 $5.03
Massachusetts 6.25% n.a. 26.54 26.54 $3.51 $0.11 $4.05
Michigan 6.00% n.a. 45.17 47.16 $2.00 $0.20 $11.95 (h)
Minnesota 6.88% 0.61% 30.60 30.60 $3.70 $0.46 $8.77
Mississippi 7.00% 0.07% 18.79 18.40 $0.68 $0.43 $8.11
Missouri 4.23% 4.07% 22.42 22.42 $0.17 $0.06 $2.00
Montana (c) n.a n.a. 33.25 30.30 $1.70 $0.14 $9.83
Nebraska 5.50% 1.44% 25.70 25.10 $0.64 $0.31 $3.75
Nevada 6.85% 1.38% 50.48 28.56 $1.80 $0.16 $3.60
New Hampshire n.a n.a. 23.83 23.83 $1.78 $0.30 $0.00 (h)
New Jersey (d) 6.63% -0.03% 50.70 57.70 $2.70 $0.12 $5.50
New Mexico (b) 5.00% 2.72% 18.88 22.88 $2.00 $0.41 $6.06
New York 4.00% 4.52% 48.22 46.98 $4.35 $0.14 $6.44
North Carolina 4.75% 2.23% 38.75 38.75 $0.45 $0.62 $15.33 (h)
North Dakota (b) 5.00% 1.96% 23.00 23.00 $0.44 $0.45 $4.68
Ohio 5.75% 1.49% 38.51 47.01 $1.60 $0.18 $9.83 (h)
Oklahoma 4.50% 4.49% 20.00 20.00 $2.03 $0.40 $5.56
Oregon n.a n.a. 38.83 38.06 $1.33 $0.08 $21.95 (h)
Pennsylvania 6.00% 0.34% 58.70 75.20 $2.60 $0.08 $7.41 (h)
Rhode Island 7.00% n.a. 35.00 35.00 $4.25 $0.12 $5.40
South Carolina 6.00% 1.44% 28.75 29.10 $0.57 $0.77 $5.42
South Dakota (b) 4.50% 1.90% 30.00 30.00 $1.53 $0.27 $4.78
Tennessee 7.00% 2.55% 27.40 28.40 $0.62 $1.29 $4.46
Texas 6.25% 1.95% 20.00 20.00 $1.41 $0.20 $2.40
Utah (a) 6.10% 1.09% 31.91 31.91 $1.70 $0.41 $15.92 (h)
Vermont 6.00% 0.24% 34.45 34.31 $3.08 $0.27 $7.68 (h)
Virginia (a) 5.30% 0.45% 36.20 37.20 $0.60 $0.26 $19.89 (h)
Washington 6.50% 2.79% 49.40 49.40 $3.03 $0.26 $37.81
West Virginia 6.00% 0.55% 35.70 35.70 $1.20 $0.18 $7.62 (h)
Wisconsin 5.00% 0.43% 32.90 32.90 $2.52 $0.06 $3.25
Wyoming 4.00% 1.36% 24.00 24.00 $0.60 $0.02 $0.00 (h)
District of Columbia 6.00% n.a. 33.80 33.80 $5.01 $0.72 $6.20
(a) Some state sales taxes include a local component collected uniformly across the state: California (1.25%), Utah (1.25%), and Virginia (1%). We 

include these in their state sales tax rates.
(b) Sales tax rates in Hawaii, New Mexico, North Dakota, and South Dakota are not strictly comparable to other states due to broad bases that include 

many services.
(c) Special taxes in Montana’s resort areas are not included in our analysis.
(d) Some counties in New Jersey are not subject to statewide sales tax rates and collect a local rate of 3.3125%. Their average local score is 

represented as a negative.
(e) Calculated rate including excise taxes, additional fees levied per gallon (such as storage tank and environmental fees), local excise taxes, and sales 

or gross receipts taxes.
(f) Includes a statewide local tax of 52 cents in Alabama and 53 cents in Georgia.
(g) May include taxes that are levied based on container size.
(h) These states outlaw private liquor sales and utilize state-run stores. These are called “control states,” while “license states” are those that permit 

private wholesale and retail sales. All license states have an excise tax rate in law, expressed in dollars per gallon. Control states levy no statutory 
tax but usually raise comparable revenue by charging higher prices. The Distilled Spirits Council of the U.S. has computed approximate excise tax 
rates for control states by comparing prices of typical products sold in their state-run stores to the pre-tax prices of liquor in states where liquor 
is privately sold. In New Hampshire, average liquor prices charged in state-run stores are lower than pre-tax prices in license states. Washington 
privatized its liquor sales but enacted tax increases as a part of the package. 

Source: Tax Foundation; Bloomberg Tax; American Petroleum Institute; Distilled Spirits Council of the United States; Federation of Tax Administrators.
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TABLE 17. 
State Sales Tax Bases: Exemptions for Business-to-Business Transactions  
(as of July 1, 2022)

Specific 
Exemption

Farm 
Equipment

Office 
Equipment

Manufacturing 
Machinery

Manufacturing 
Raw Materials

Business Fuel 
& Utilities

Business Lease 
& Rentals

Information 
Services

Alabama No Taxable Taxable Taxable Exempt Exempt Taxable Taxable
Alaska n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Arizona No Exempt Taxable Exempt Exempt Taxable Taxable Exempt
Arkansas No Exempt Taxable Exempt Exempt Partial Taxable Exempt
California No Partial Taxable Partial Exempt Taxable Taxable Exempt
Colorado No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Connecticut No Exempt Taxable Exempt Exempt Exempt Taxable Taxable
Delaware n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Florida No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Georgia No Exempt Taxable Exempt Exempt Partial Taxable Exempt
Hawaii No Taxable Taxable Taxable Taxable Taxable Taxable Taxable
Idaho No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Illinois No Exempt Taxable Exempt Exempt Exempt Exempt Exempt
Indiana No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Iowa No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Kansas No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Kentucky No Exempt Taxable Taxable Exempt Exempt Taxable Exempt
Louisiana No Taxable Taxable Exempt Exempt Exempt Taxable Exempt
Maine No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Maryland No Exempt Taxable Exempt Exempt Exempt Taxable Taxable
Massachusetts No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Michigan No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Minnesota No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Mississippi No Partial Taxable Taxable Exempt Taxable Taxable Exempt
Missouri No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Montana n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Nebraska No Exempt Taxable Exempt Exempt Exempt Exempt Exempt
Nevada No Exempt Taxable Taxable Exempt Taxable Taxable Exempt
New Hampshire n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
New Jersey No Exempt Taxable Exempt Exempt Taxable Taxable Taxable
New Mexico No Taxable Taxable Exempt Exempt Exempt Taxable Taxable
New York No Exempt Taxable Exempt Exempt Exempt Taxable Taxable
North Carolina No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
North Dakota No Partial Taxable Taxable Exempt Taxable Taxable Exempt
Ohio No Exempt Taxable Exempt Exempt Exempt Taxable Taxable
Oklahoma No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Oregon n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Pennsylvania No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Rhode Island No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
South Carolina No Exempt Taxable Exempt Exempt Exempt Taxable Taxable
South Dakota No Taxable Taxable Taxable Exempt Taxable Taxable Taxable
Tennessee No Exempt Taxable Exempt Exempt Taxable Taxable Exempt
Texas No Exempt Taxable Exempt Exempt Exempt Taxable Taxable
Utah No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Vermont No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Virginia No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Washington No Taxable Taxable Exempt Exempt Taxable Taxable Taxable
West Virginia No Exempt Taxable Exempt Exempt Exempt Taxable Taxable
Wisconsin No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Wyoming No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
District of Columbia No Taxable Taxable Taxable Exempt Exempt Taxable Taxable
Note: States with no state sales tax (AK, DE, MT, NH, and OR) are listed as “not applicable” (n.a.) within Table 17, although Alaska has a local 
option sales tax.
Source: Tax Foundation; Bloomberg Tax; state statutes.
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TABLE 18. 
State Sales Tax Bases: Consumer Goods and Services (as of July 1, 2022)

Goods Services

Groceries Clothing
Prescription 
Medication

Non-
Prescription 
Medication Gasoline Legal Financial Accounting

Alabama Taxable Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Alaska n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Arizona Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Arkansas Alternate Rate Taxable Exempt Taxable Exempt Exempt Exempt Exempt
California Exempt Taxable Exempt Taxable Alternate Rate Exempt Exempt Exempt
Colorado Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Connecticut Exempt Taxable Exempt Exempt Exempt Exempt Exempt Exempt
Delaware n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Florida Exempt Taxable Exempt Exempt Taxable Exempt Exempt Exempt
Georgia Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Hawaii Taxable Taxable Exempt Taxable Taxable Taxable Taxable Taxable
Idaho Taxable Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Illinois Alternate Rate Taxable Alternate Rate Alternate Rate Taxable Exempt Exempt Exempt
Indiana Exempt Taxable Exempt Taxable Taxable Exempt Exempt Exempt
Iowa Exempt Taxable Exempt Taxable Exempt Exempt Taxable Exempt
Kansas Taxable Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Kentucky Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Louisiana Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Maine Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Maryland Exempt Taxable Exempt Exempt Exempt Exempt Exempt Exempt
Massachusetts Exempt Exempt Exempt Taxable Exempt Exempt Exempt Exempt
Michigan Exempt Taxable Exempt Taxable Taxable Exempt Exempt Exempt
Minnesota Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Mississippi Taxable Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Missouri Alternate Rate Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Montana n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Nebraska Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Nevada Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
New Hampshire n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
New Jersey Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
New Mexico Exempt Taxable Exempt Taxable Exempt Taxable Taxable Taxable
New York Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
North Carolina Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
North Dakota Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Ohio Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Oklahoma Taxable Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Oregon n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Pennsylvania Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Rhode Island Exempt Exempt Exempt Taxable Exempt Exempt Exempt Exempt
South Carolina Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
South Dakota Taxable Taxable Exempt Taxable Exempt Taxable Exempt Taxable
Tennessee Alternate Rate Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Texas Exempt Taxable Exempt Exempt Exempt Exempt Exempt Exempt
Utah Alternate Rate Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Vermont Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Virginia Alternate Rate Taxable Exempt Exempt Exempt Exempt Exempt Exempt
Washington Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
West Virginia Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Wisconsin Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Wyoming Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
District of Columbia Exempt Taxable Exempt Exempt Exempt Exempt Exempt Exempt
Notes: States with no state sales tax (AK, DE, MT, NH, and OR) are listed as “not applicable” (n.a.) within Table 18, although Alaska has a local 
option sales tax. New York applies only local sales taxes to gasoline.
Source: Tax Foundation; Bloomberg Tax; state statutes.
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TABLE 18, CONTINUED. 

State Sales Tax Bases: Consumer Goods and Services (as of July 1, 2022)
Services

Medical Landscaping Repair
Real Estate 

Services Parking
Dry 

Cleaning Fitness Barber Veterinary
Alabama Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Alaska n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Arizona Exempt Taxable Exempt Exempt Exempt Exempt Taxable Exempt Exempt
Arkansas Exempt Taxable Taxable Exempt Taxable Taxable Taxable Exempt Exempt
California Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Colorado Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Connecticut Exempt Taxable Taxable Exempt Taxable Taxable Taxable Exempt Exempt
Delaware n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Florida Exempt Exempt Taxable Exempt Partial Exempt Taxable Exempt Exempt
Georgia Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Hawaii Taxable Taxable Taxable Taxable Exempt Taxable Taxable Taxable Taxable
Idaho Exempt Exempt Exempt Exempt Exempt Exempt Taxable Exempt Exempt
Illinois Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Indiana Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Iowa Exempt Taxable Taxable Exempt Taxable Taxable Taxable Taxable Exempt
Kansas Exempt Exempt Taxable Exempt Exempt Taxable Taxable Exempt Exempt
Kentucky Exempt Taxable Exempt Exempt Exempt Taxable Taxable Exempt Taxable
Louisiana Exempt Exempt Taxable Exempt Taxable Taxable Taxable Exempt Exempt
Maine Exempt Exempt Exempt Exempt Exempt Taxable Exempt Exempt Exempt
Maryland Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Massachusetts Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Michigan Exempt Exempt Exempt Exempt Exempt Taxable Exempt Exempt Exempt
Minnesota Exempt Taxable Exempt Exempt Taxable Taxable Taxable Exempt Exempt
Mississippi Exempt Taxable Taxable Exempt Taxable Taxable Exempt Exempt Exempt
Missouri Exempt Exempt Exempt Exempt Exempt Exempt Taxable Exempt Exempt
Montana n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Nebraska Exempt Taxable Taxable Exempt Exempt Exempt Exempt Exempt Exempt
Nevada Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
New Hampshire n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
New Jersey Exempt Taxable Taxable Exempt Taxable Exempt Taxable Exempt Exempt
New Mexico Taxable Taxable Taxable Taxable Taxable Taxable Taxable Taxable Taxable
New York Exempt Taxable Taxable Exempt Taxable Exempt Exempt Exempt Exempt
North Carolina Exempt Exempt Taxable Exempt Exempt Taxable Exempt Exempt Exempt
North Dakota Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Ohio Exempt Taxable Taxable Exempt Exempt Taxable Taxable Exempt Exempt
Oklahoma Exempt Exempt Exempt Exempt Taxable Exempt Taxable Exempt Exempt
Oregon n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Pennsylvania Exempt Taxable Taxable Exempt Exempt Taxable Exempt Exempt Exempt
Rhode Island Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
South Carolina Exempt Exempt Exempt Exempt Exempt Taxable Exempt Exempt Exempt
South Dakota Exempt Taxable Taxable Taxable Taxable Taxable Taxable Taxable Taxable
Tennessee Exempt Exempt Taxable Exempt Taxable Taxable Exempt Exempt Exempt
Texas Exempt Taxable Taxable Exempt Taxable Taxable Taxable Exempt Exempt
Utah Exempt Exempt Taxable Exempt Exempt Taxable Taxable Exempt Exempt
Vermont Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Virginia Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Washington Exempt Taxable Taxable Exempt Taxable Taxable Taxable Exempt Taxable
West Virginia Exempt Taxable Taxable Exempt Taxable Taxable Exempt Exempt Exempt
Wisconsin Exempt Taxable Taxable Exempt Taxable Taxable Exempt Exempt Exempt
Wyoming Exempt Exempt Taxable Exempt Exempt Taxable Exempt Exempt Exempt
District of Columbia Exempt Taxable Taxable Exempt Taxable Taxable Taxable Exempt Exempt

Notes: States with no state sales tax (AK, DE, MT, NH, and OR) are listed as “not applicable” (n.a.) within Table 18, although Alaska has a 
local option sales tax. New York applies only local sales taxes to gasoline.
Source: Tax Foundation; state statutes.



D
AT

A
 T

A
B

LE
S

72 | STATE BUSINESS TAX CLIMATE INDEX

TABLE 19. 
Sales Tax Structure (as of July 1, 2022)

Uniform Base  
Definitions

Unified Tax  
Administration

Safe Harbor  
for Remote Sellers

Alabama Yes No Gross Sales Threshold
Alaska No No n.a.
Arizona No Yes Gross Sales Threshold
Arkansas Yes Yes Sales or Transactions Threshold
California Yes Yes Gross Sales Threshold
Colorado No No Gross Sales Threshold
Connecticut Yes Yes Gross Sales Threshold
Delaware n.a. n.a. n.a.
Florida Yes Yes n.a.
Georgia Yes Yes Sales or Transactions Threshold
Hawaii Yes Yes Sales or Transactions Threshold
Idaho No Yes Gross Sales Threshold
Illinois Yes Yes Sales or Transactions Threshold
Indiana Yes Yes Sales or Transactions Threshold
Iowa Yes Yes Gross Sales Threshold
Kansas Yes Yes Gross Sales Threshold
Kentucky Yes Yes Sales or Transactions Threshold
Louisiana No No Sales or Transactions Threshold
Maine Yes Yes Gross Sales Threshold
Maryland Yes Yes Sales or Transactions Threshold
Massachusetts Yes Yes Gross Sales Threshold
Michigan Yes Yes Sales or Transactions Threshold
Minnesota Yes Yes Sales or Transactions Threshold
Mississippi Yes Yes Gross Sales Threshold
Missouri Yes Yes n.a.
Montana n.a. n.a. n.a.
Nebraska Yes Yes Sales or Transactions Threshold
Nevada Yes Yes Sales or Transactions Threshold
New Hampshire n.a. n.a. n.a.
New Jersey Yes Yes Sales or Transactions Threshold
New Mexico Yes Yes Gross Sales Threshold
New York Yes Yes Gross Sales Threshold
North Carolina Yes Yes Sales or Transactions Threshold
North Dakota Yes Yes Gross Sales Threshold
Ohio Yes Yes Sales or Transactions Threshold
Oklahoma Yes Yes Gross Sales Threshold
Oregon Yes n.a. n.a.
Pennsylvania Yes Yes Gross Sales Threshold
Rhode Island Yes Yes Sales or Transactions Threshold
South Carolina Yes Yes Gross Sales Threshold
South Dakota Yes Yes Sales or Transactions Threshold
Tennessee Yes Yes Gross Sales Threshold
Texas Yes Yes Gross Sales Threshold
Utah Yes Yes Sales or Transactions Threshold
Vermont Yes Yes Sales or Transactions Threshold
Virginia Yes Yes Sales or Transactions Threshold
Washington Yes Yes Gross Sales Threshold
West Virginia Yes Yes Sales or Transactions Threshold
Wisconsin Yes Yes Gross Sales Threshold
Wyoming Yes Yes Sales or Transactions Threshold
District of Columbia Yes Yes Sales or Transactions Threshold
Note: States that do not require remote sales tax collection are listed as “not applicable” (n.a.) within Table 19.
Source: Tax Foundation; state statutes.
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TABLE 20. 
State Property Tax Rates and Capital Stock Tax Rates (as of July 1, 2022)

Property Tax 
Collections Per 

Capita

Property Tax as 
a Percentage of 

Personal Income
Capital Stock  

Tax Rate
Capital Stock 
 Max Payment

Payment Options 
for CST and CIT

Alabama $620 1.37% 0.175% $15,000 Pay both
Alaska $2,222 3.63% None n.a. n.a.
Arizona $1,150 2.31% None n.a. n.a.
Arkansas $788 1.69% 0.3% Unlimited Pay both
California $1,840 2.77% None n.a. n.a.
Colorado $1,816 2.99% None n.a. n.a.
Connecticut $3,215 4.20% 0.21% $1,000,000 Pay highest
Delaware $967 1.86% 0.04% $200,000 Pay both
Florida $1,454 2.69% None n.a. n.a.
Georgia $1,290 2.57% (a) $5,000 Pay both
Hawaii $1,455 2.72% None n.a. n.a.
Idaho $1,101 2.28% None n.a. n.a.
Illinois $2,338 3.65% 0.1% $2,000,000 Pay both
Indiana $1,139 2.19% None n.a. n.a.
Iowa $1,775 3.39% None n.a. n.a.
Kansas $1,661 3.06% None n.a. n.a.
Kentucky $873 1.91% None n.a. n.a.
Louisiana $925 1.80% 0.275% Unlimited Pay both
Maine $2,772 5.21% None n.a. n.a.
Maryland $1,689 2.66% None n.a. n.a.
Massachusetts $2,590 3.37% 0.26% Unlimited Pay highest
Michigan $1,524 2.99% None n.a. n.a.
Minnesota $1,727 2.85% None n.a. n.a.
Mississippi $1,105 2.73% 0.15% Unlimited Pay both
Missouri $1,118 2.14% None n.a. n.a.
Montana $1,717 3.34% None n.a. n.a.
Nebraska $2,013 3.64% (a) $11,995 Pay both
Nevada $1,041 2.08% None n.a. n.a.
New Hampshire $3,246 4.79% None n.a. n.a.
New Jersey $3,513 4.80% None n.a. n.a.
New Mexico $884 1.92% None n.a. n.a.
New York $3,180 4.36% 0.1875% $5,000,000 Pay highest
North Carolina $1,047 2.08% 0.15% Unlimited Pay both
North Dakota $1,586 2.53% None n.a. n.a.
Ohio $1,397 2.72% None n.a. n.a.
Oklahoma $826 1.75% 0.125% $20,000 Pay both
Oregon $1,670 3.04% None n.a. n.a.
Pennsylvania $1,631 2.71% None n.a. n.a.
Rhode Island $2,526 4.09% None n.a. n.a.
South Carolina $1,272 2.68% 0.1% Unlimited Pay both
South Dakota $1,532 2.66% None n.a. n.a.
Tennessee $834 1.61% 0.25% Unlimited Pay both
Texas $2,098 3.99% None n.a. n.a.
Utah $1,153 2.32% None n.a. n.a.
Vermont $2,938 4.82% None n.a. n.a.
Virginia $1,770 2.94% None n.a. n.a.
Washington $1,703 2.53% None n.a. n.a.
West Virginia $963 2.22% None n.a. n.a.
Wisconsin $1,685 3.07% None n.a. n.a.
Wyoming $2,062 3.29% 0.02% Unlimited Pay both
District of Columbia $3,969 4.73% None n.a. n.a.
(a) Based on a fixed dollar payment schedule. Effective tax rates decrease as taxable capital increases.
Note: States without a capital stock tax are listed as “not applicable” (n.a.) within Table 20.
Source: Tax Foundation calculations from U.S. Census Bureau data; Bloomberg Tax; state statutes.
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TABLE 21. 
State Property Tax Bases (as of July 1, 2022)

Tangible 
Personal 

Property Tax
Intangible 

Property Tax
Inventory  

Tax
Real Estate 

Transfer Tax
Split Roll 

Ratio
Estate  

Tax
Inheritance 

Tax
Gift 
Tax

Alabama Yes Yes No Yes 2.00 No No No
Alaska Yes No Partial No No Split Roll No No No
Arizona Yes No No No 1.80 No No No
Arkansas Yes No Yes Yes No Split Roll No No No
California Yes No No Yes No Split Roll No No No
Colorado Yes No No Yes 4.03 No No No
Connecticut Yes No No Yes 2.17 Yes No Yes
Delaware No No No Yes No Split Roll No No No
Florida Yes No No Yes No Split Roll No No No
Georgia Yes No Partial Yes No Split Roll No No No
Hawaii No No No Yes 3.54 Yes No No
Idaho Yes No No No No Split Roll No No No
Illinois No No No Yes 1.61 Yes No No
Indiana Yes No No No No Split Roll No No No
Iowa No Yes No Yes 1.66 No Yes No
Kansas Yes No No No 2.17 No No No
Kentucky Yes Yes Yes Yes No Split Roll No Yes No
Louisiana Yes Yes Yes No No Split Roll No No No
Maine Yes No No Yes No Split Roll Yes No No
Maryland Yes No Yes Yes No Split Roll Yes Yes No
Massachusetts Yes No Partial Yes No Split Roll Yes No No
Michigan Yes No Partial Yes No Split Roll No No No
Minnesota Partial No No Yes 1.60 Yes No No
Mississippi Yes Yes Yes No 1.50 No No No
Missouri Yes No No No 1.75 No No No
Montana Yes No No No 1.40 No No No
Nebraska Yes No No Yes No Split Roll No Yes No
Nevada Yes No No Yes No Split Roll No No No
New Hampshire Partial No No Yes No Split Roll No No No
New Jersey No No No Yes No Split Roll No Yes No
New Mexico Yes No No No No Split Roll No No No
New York No No No Yes 3.79 Yes No No
North Carolina Yes No No Yes No Split Roll No No No
North Dakota Partial No No No 1.11 No No No
Ohio No No No Yes No Split Roll No No No
Oklahoma Yes No Yes Yes 1.23 No No No
Oregon Yes No No No No Split Roll Yes No No
Pennsylvania No No No Yes No Split Roll No Yes No
Rhode Island Yes No No Yes No Split Roll Yes No No
South Carolina Yes No No Yes 1.50 No No No
South Dakota Partial Yes No Yes No Split Roll No No No
Tennessee Yes Yes No Yes 1.60 No No No
Texas Yes Yes Yes No No Split Roll No No No
Utah Yes No No No 1.82 No No No
Vermont Yes No Partial Yes No Split Roll Yes No No
Virginia Yes No Yes Yes No Split Roll No No No
Washington Yes No No Yes No Split Roll Yes No No
West Virginia Yes No Yes Yes No Split Roll No No No
Wisconsin Yes No No Yes No Split Roll No No No
Wyoming Yes No No No 1.21 No No No
District of Columbia Yes No No Yes 2.08 Yes No No
Note: Split roll ratio represents the ratio between commercial and residential property taxes. 
Source: Tax Foundation; Bloomberg Tax; state statutes.
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TABLE 22. 
State Unemployment Insurance Tax Rates (as of July 1, 2022)

Minimum  
Rate

Maximum  
Rate

Taxable 
Wage Base

Most Favorable Schedule Least Favorable Schedule
State Minimum Rate Maximum Rate Minimum Rate Maximum Rate
Alabama 1.15% 7.30% $8,000 0.14% 5.40% 0.65% 6.80%
Alaska 1.00% 5.40% $45,200 1.00% 6.50% 1.00% 6.50%
Arizona 0.08% 20.93% $10,000 0.02% 5.40% 0.02% 5.40%
Arkansas 0.30% 14.20% $10,000 0.10% 6.00% 0.80% 6.00%
California 1.60% 6.20% $7,000 0.10% 5.40% 1.50% 6.20%
Colorado 0.75% 10.39% $17,000 0.51% 6.28% 0.75% 10.39%
Connecticut 1.90% 6.80% $15,000 0.50% 5.40% 0.50% 5.40%
Delaware 0.30% 8.20% $14,500 0.10% 8.00% 0.10% 8.00%
Florida 0.10% 5.40% $7,000 0.10% 5.40% 0.10% 5.40%
Georgia 0.04% 8.10% $9,500 0.01% 5.40% 0.04% 8.10%
Hawaii 0.21% 5.40% $51,600 0.00% 5.40% 2.40% 6.60%
Idaho 0.25% 5.40% $46,500 0.18% 5.40% 0.96% 6.80%
Illinois 0.73% 7.63% $12,960 0.20% 6.40% 0.20% 6.40%
Indiana 0.50% 7.40% $9,500 0.00% 5.40% 0.75% 10.20%
Iowa 0.00% 7.50% $34,800 0.00% 7.00% 0.00% 9.00%
Kansas 0.20% 7.60% $14,000 0.20% 7.60% 0.20% 7.60%
Kentucky 0.30% 10.00% $10,800 0.00% 9.00% 1.00% 10.00%
Louisiana 0.09% 6.20% $7,700 0.09% 6.00% 0.09% 6.00%
Maine 0.74% 6.37% $12,000 0.00% 5.40% 0.00% 5.40%
Maryland 1.00% 10.50% $8,500 0.30% 7.50% 2.20% 13.50%
Massachusetts 1.11% 16.22% $15,000 0.56% 8.62% 1.21% 18.55%
Michigan 0.06% 10.30% $9,500 0.00% 6.30% 0.00% 6.30%
Minnesota 0.60% 9.50% $38,000 0.10% 9.00% 0.40% 9.40%
Mississippi 0.20% 5.60% $14,000 0.00% 5.40% 0.00% 5.40%
Missouri 0.00% 6.75% $11,000 0.00% 5.40% 0.00% 7.80%
Montana 0.13% 6.30% $38,100 0.00% 6.12% 1.62% 6.12%
Nebraska 0.00% 5.40% $9,000 0.00% 5.40% 0.00% 5.40%
Nevada 0.30% 5.40% $36,600 0.25% 5.40% 0.25% 5.40%
New Hampshire 0.60% 9.00% $14,000 0.10% 7.00% 0.10% 8.50%
New Jersey 0.50% 5.80% $36,600 0.30% 5.40% 1.30% 7.70%
New Mexico 0.33% 6.40% $28,700 0.33% 5.40% 0.33% 5.40%
New York 2.10% 9.90% $12,000 0.00% 5.90% 1.50% 8.90%
North Carolina 0.06% 5.76% $28,000 0.06% 5.76% 0.06% 5.76%
North Dakota 0.08% 9.69% $38,400 0.01% 5.40% 0.01% 5.40%
Ohio 0.80% 10.20% $9,000 0.00% 6.30% 0.30% 6.70%
Oklahoma 0.30% 7.50% $24,800 0.10% 5.50% 0.30% 9.20%
Oregon 0.90% 5.40% $47,700 0.50% 5.40% 2.20% 5.40%
Pennsylvania 1.29% 9.93% $10,000 0.00% 8.95% 0.00% 8.95%
Rhode Island 1.20% 9.80% $24,600 0.21% 7.40% 1.20% 10.00%
South Carolina 0.06% 5.46% $14,000 0.00% 5.40% 0.00% 5.40%
South Dakota 0.00% 9.85% $15,000 0.00% 9.30% 0.00% 9.45%
Tennessee 0.01% 10.00% $7,000 0.01% 10.00% 0.50% 10.00%
Texas 0.31% 6.31% $9,000 0.00% 6.00% 0.00% 6.00%
Utah 0.20% 7.30% $41,600 0.00% 7.00% 0.00% 7.00%
Vermont 0.80% 6.50% $15,500 0.40% 5.40% 1.30% 8.40%
Virginia 0.33% 6.43% $8,000 0.00% 5.40% 0.10% 6.20%
Washington 0.23% 8.03% $62,500 0.00% 5.40% 0.00% 5.40%
West Virginia 1.50% 8.50% $9,000 0.00% 7.50% 1.50% 7.50%
Wisconsin 0.00% 12.00% $14,000 0.00% 10.70% 0.07% 10.70%
Wyoming 0.48% 8.85% $27,700 0.00% 8.50% 0.00% 8.50%
District of Columbia 2.10% 7.60% $9,000 0.10% 5.40% 1.90% 7.40%
Source: National Foundation for Unemployment Compensation & Workers’ Compensation, Highlights of State Unemployment 
Compensation Laws (2022); U.S. Department of Labor, Comparison of State Unemployment Insurance Laws (2021).
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TABLE 23. 
State Unemployment Insurance Tax Bases: Experience Formulas and Charging Methods  
(as of July 1, 2022)

State
Experience  

Formula Based On

Benefits Are 
Charged to 

Employers in 
Proportion to 
Base Period 

Wages

Company Charged for Benefits If

Employee’s 
Benefit 
Award 

Reversed

Reimbursements 
on Combined 
Wage Claims

Employee 
Left 

Voluntarily

Employee 
Discharged 

for 
Misconduct

Employee 
Refused 
Suitable 

Work

Employee 
Continues 

to Work for 
Employer 
Part-Time

Alabama Benefits Ratio Yes No Yes No No Yes No
Alaska Payroll Decline n.a. n.a. n.a. n.a n.a. n.a. n.a.
Arizona Reserve Ratio Yes No No No No Yes No
Arkansas Reserve Ratio Yes No Yes No No Yes No
California Reserve Ratio Yes No Yes No No Yes No
Colorado Reserve Ratio No (a) No No No No Yes No
Connecticut Benefits Ratio Yes No No No No No No
Delaware Benefit Wage Ratio Yes No No No No No No
Florida Benefits Ratio Yes No Yes No No No No
Georgia Reserve Ratio No (b) No No No No No Yes
Hawaii Reserve Ratio Yes Yes No No No No No
Idaho Reserve Ratio No (c) No No No No Yes No
Illinois Benefits Ratio No (b) No No No No No No
Indiana Reserve Ratio No (a) No No No No Yes No
Iowa Benefits Ratio No (a) No No No No No No
Kansas Reserve Ratio Yes Yes Yes No No Yes No
Kentucky Reserve Ratio No (b) Yes No No No No No
Louisiana Reserve Ratio Yes No No No No No No
Maine Reserve Ratio No (b) No Yes No No No No
Maryland Benefits Ratio Yes No Yes No Yes Yes No
Massachusetts Reserve Ratio No (a) No Yes Yes Yes Yes No
Michigan Benefits Ratio Yes Yes No No No No No
Minnesota Benefits Ratio Yes No No No No Yes No
Mississippi Benefits Ratio Yes Yes Yes No No No No
Missouri Reserve Ratio Yes No No No No No No
Montana Reserve Ratio Yes No Yes No No Yes No
Nebraska Reserve Ratio No (a) No Yes No No Yes No
Nevada Reserve Ratio No (c) Yes No No No Yes Yes
New Hampshire Reserve Ratio No (b) No No No No No No
New Jersey Reserve Ratio Yes No Yes No No No Yes
New Mexico Benefits Ratio Yes No Yes No No No No
New York Reserve Ratio Yes No Yes No No Yes No
North Carolina Reserve Ratio Yes Yes Yes No No Yes No
North Dakota Reserve Ratio Yes No Yes No No Yes No
Ohio Reserve Ratio Yes No No No No No No
Oklahoma Benefit Wage Ratio Yes No Yes No No No No
Oregon Benefits Ratio Yes No No No No Yes No
Pennsylvania Benefits Ratio Yes No No No No Yes No
Rhode Island Reserve Ratio No No No No No No No
South Carolina Benefits Ratio No (b) No No No No No No
South Dakota Reserve Ratio No (a) No Yes No No Yes Yes
Tennessee Reserve Ratio Yes No No No No Yes No
Texas Benefits Ratio Yes No Yes No No Yes Yes
Utah Benefits Ratio Yes No No No No Yes No
Vermont Benefits Ratio Yes No No No No No No
Virginia Benefits Ratio No (b) Yes No Yes Yes Yes Yes
Washington Benefits Ratio Yes Yes Yes No No Yes No
West Virginia Reserve Ratio Yes No Yes No No Yes No
Wisconsin Reserve Ratio Yes Yes No No No No Yes
Wyoming Benefits Ratio Yes No Yes No No Yes No
District of Columbia Reserve Ratio Yes Yes Yes No No Yes No
(a) Benefits charged to base-period employers, most recent first (inverse order).
(b) Benefits charged to most recent employer.
(c) Benefits charged to employer who paid largest amount of wages.
Note: Alaska uses a payroll decline experience formula, so other features are listed as not applicable (n.a.).
Source: National Foundation for Unemployment Compensation & Workers’ Compensation, Highlights of State Unemployment Compensation Laws 
(2022).
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TABLE 24. 
State Unemployment Insurance Tax Bases: Other Variables (as of July 1, 2022)

State
Solvency  

Tax

Taxes for 
Socialized 
Costs or 
Negative 
Balance 

Employer

Loan and 
Interest 

Repayment 
Surtaxes

Reserve 
Taxes

Surtaxes for UI 
Administration 

or Non-UI 
Purposes

Temporary 
Disability 
Insurance

Voluntary 
Contributions

Time 
Period to 

Qualify for 
Experience 

Rating 
(Years)

Alabama No Yes Yes No Yes No No 2.5
Alaska Yes No No No Yes No No 1
Arizona No No Yes No No No Yes 2
Arkansas Yes No Yes No Yes No Yes 3
California Yes No No No Yes Yes Yes 3
Colorado Yes No Yes No No No Yes 1
Connecticut Yes No Yes No No No No 1
Delaware Yes No Yes No Yes No No 2
Florida No No Yes No No No No 2.5
Georgia Yes No No No Yes No Yes 3
Hawaii No No Yes No Yes Yes No 1
Idaho No No Yes Yes Yes No No 1.5
Illinois Yes No No No No No No 3
Indiana Yes No Yes No No No Yes 3
Iowa No No Yes Yes No No No 3
Kansas Yes No No No No No Yes 2
Kentucky No No Yes No Yes No Yes 3
Louisiana Yes Yes Yes No Yes No Yes 2
Maine No No Yes No Yes No No 2
Maryland No No No No Yes No No 2
Massachusetts Yes No No No Yes No Yes 3
Michigan Yes Yes Yes No No No Yes 1
Minnesota Yes No Yes No Yes No Yes 1
Mississippi No No No No Yes No No 3
Missouri Yes No Yes No No No Yes 2
Montana No No No No Yes No No 3
Nebraska No No No Yes No No Yes 1
Nevada No No Yes No Yes No No 3
New Hampshire Yes No No No Yes No No 1
New Jersey Yes No Yes No Yes Yes Yes 3
New Mexico No No No No No No Yes 2
New York Yes No Yes No Yes Yes No 1.25
North Carolina Yes No No Yes No No Yes 2
North Dakota No No No No No No Yes 1
Ohio Yes Yes No No No No Yes 1.25
Oklahoma Yes No No No Yes No No 2
Oregon No No Yes No Yes No No 1
Pennsylvania Yes No Yes No No No Yes 1.5
Rhode Island No No No No Yes No Yes 3
South Carolina No No Yes No Yes No No 1
South Dakota Yes No No No Yes No Yes 2
Tennessee Yes No Yes No No No No 3
Texas Yes Yes Yes No Yes No Yes 1.5
Utah No Yes No No No No No 1
Vermont No No No No No No No 1
Virginia Yes Yes No No No No No 1
Washington Yes Yes Yes No Yes No Yes 1.5
West Virginia No No Yes No No No Yes 3
Wisconsin Yes No Yes No Yes No Yes 3
Wyoming Yes Yes No No Yes No No 3
District of Columbia No No Yes No Yes No No 3
Source: National Foundation for Unemployment Compensation & Workers' Compensation, Highlights of State Unemployment 
Compensation Laws (2022); U.S. Department of Labor, Comparison of State Unemployment Laws (2021).
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Complaining abou/ a 
problem wi1ho11t proposing a 

solution is called whining. 

-Teddy Roosevelt 

January 11 , 2023 

House Bill 1158 - House Finance and Taxation Committee 

Bette B. Grande 
President & CEO 

Chairman Headland and members of the House Finance and Taxation Committee: 

My name is Bette Grande and I am CEO of Roughrider Policy Center, thank you for the 
opportunity to speak to you about HB 1158. Moving to the lowest flat tax in the country is the right 
move for North Dakota. This tax reform will benefit families and small businesses and will help 
attract and retain the workforce we need for our growing economy. 

I served on this Committee for several sessions and reducing income tax rates was always a 
priority. Steady progress was made then under Chairman Belter and that has continued under 
Chairman Headland. HB 1158 is a strong commitment to the people of North Dakota. 

Individuals and small business owners will benefit greatly from a simpler, fairer, and flatter tax 
code. This is a move in the right direction and will reduce the use of income tax credits that too 
often amount to picking winners and losers. Eliminating state income tax for 60% of us and 
having a low 1.5% flat tax for the rest will help families struggling with inflation and help our 
economy. The majority of businesses in North Dakota are pass-through entities and HB 1158 will 
help small businesses grow and compete. 

North Dakota has a lot to offer with our quality of life, jobs, and economic opportunity. Our 
population continues to grow and as our people thrive it will put our state in the position to 
eliminate the personal income tax completely. 

When I served on this Committee we often heard about the '3-legged stool' but a lot of states -
states we compete with for workers and businesses - have eliminated personal income taxes. 
We have a strong business sector and are blessed with natural resources and the tired old 3-
legged stool is holding our state back. It is time to stand on two feet and do what is right for the 
taxpayers in North Dakota by flattening and streamlining our tax laws. 

It is never a bad thing when people keep more of their own money. 

For Liberty, 

Roughrider Policy Center 
North Dakota's Think Tank 
https://www.roughriderpolicy.org/ 
bette@roughriderpolicy.org 
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January 11, 2023 

To: Members of the orth Dakota House Committee on Finance and Taxation 
Re: Testimony of Grover Norquist, President, Americans for Tax Reform in Support of House Bill 
1158 

Chairman Headland and Members of the Committee, 

My name is Grover Norquist, I am President o f Americans for Tax Reform (ATR). I founded ATR 
in 1985 at the request of President Reagan. Today, we continue to advocate for reducing the tax 
burden, and sponsor the T axpayer Protection P ledge, a written commitment made b y elected 
officials to their voters to oppose tax increases. 

Thank you for having me here today to testify in support of H ouse Bill 11 58, and discuss the trends 
and benefits of reducing, flattening, and eliminating income ta,'{es. And thank you Chairman 
Headland for your continued leadership on income tax reform, and to all the members of the House 
who have voted to eliminate the state income tax previously. 

HB 1158 is a strong tax reform bill that will create a single rate flat tax of 1.5%, while 
eliminating any income tax obligation for lower income earners (under $44,725 per year). 

This would give North Dakota the lowest flat tax of any state in the nation, making the state 
tax climate one of the most welcoming in the country. Though the state would remain behind 
the no-income-tax states, including neighboring South Dakota - for now. 

A flat rate is a huge and important step forward. It makes it more difficult for future tax increases to 
be enacted. Future politicians could no longer divide taxpayers into different groups and take their 
earnings one at a time. Having a lower, flat rate would also put North Dakota in a s trong position to 
eliminate the state income tax entirely. 

States that have low, or no, income taxes are winning the competition for people, jobs, and 
economic growth. Meanwhile high-tax states like California and New York are watching people 
stampede through the exits. 

The 10 states that gained the most residents from domestic in-migration had an average total state 
and local tax burden of 7. 7% of income, compared to 10% of income for the 10 states that lost the 
most residents. Americans are voting with their feet. 

Red states are learning this lesson, and leading by reducing their tax burdens. In 2021, 14 states cut 
their income taxes, in 2022 we saw eight more state income tax cuts. T here are currently eight states 
with no income tax, New Hampshire will soon be the ninth. 10 more states have begun phasing 
their income taxes to zero. 

Many of the legislative leaders who achieved these results are enthusiastic about helping you do the 
same. They are \villing to share their guidance, so please do not hesitate to reach out to them: 

In Arizona, House Speaker Ben Toma (BTOMA@azleg.gov) and Senate Finance Committee 
Chairman J .D. Mesnard QMESNARD@azleg.gov) have been key in passing and expediting 
Arizona's new, lowest-in-the-nation 2.5% flat tax rate, which is in effect as o f J anuary 1, 2023. 
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For Iowa, Senate Majority Leader Jack Whitver Qack.whitver@legis.iowa.gov) and Senate Ways & 
Means Chairman Dan Dawson (dan.dawson@legis.iowa.gov) led the effort to massively cut one of 
the highest income tax rates in the nation to one of the lowest over the next few years. 

For Kentucky, House Speaker David Osborne Q2avid.Osborne@lrc.ky.gov) and Senate President 
Robert Stivers (Robert.Stivers@lrc.ky.gov) overrode a Governor's veto to put the state on a path to 
eliminate the income tax entirely over the next decade. 

For Mississippi, House Speaker Phil Gunn (pgunn@house.ms.gov), House Speaker Pro Tempore 
Jason White Gwhite@house.ms.gov), and House Ways & Means Chair Trey Lamar 
Qlamar@house.ms.gov), worked with Governor Reeves to move the state to a flat rate and enact the 
largest income tax cut in state history. 

For North Carolina, Senate President Phil Berger (contact Clay Vick: clay.vick@ncleg.gov) and 
North Carolina Speaker Tim Moore (contact deputy chief of staff, Dan Gurley: 
dan.gurley@ncleg.gov) have been vital in that state's leadership of flattening and cutting income 
taxes over time using revenue benchmarks to achieve long term success while putting taxpayers first. 

North Dakota should be a leader among these states. The state GDP declined slightly between 2017 
and 2022. Income tax reform would help the state grow and broaden its economy, attract and retain 
workers, and make it an easier place to raise a family and start a small business. Remember, many 
small business owners file taxes as individuals. 

You are in a tremendous position to get it done. The state already has a relatively modest income 
tax, it has record revenues coming in (meaning too much taxpayer money is being taken), and it has 
the Legacy Fund - a growing reserve that should be used to put money back in the pockets of 
North Dakotans - before someone spends it on growing the government. 

Tax relief is also an opportunity for the Republican-led legislature to set a contrast with Democrats 
in Washington D.C. who are taking money out of North Dakotans' pockets through new tax hikes, 
high-cost energy policies, and high inflation. 

Governor Burgum and many state legislators support flattening and reducing the income tax. The 
time is now for North Dakota to lead on income tax reform. If we can be of any assistance, please 
contact me or State Projects Director Doug Kellogg at dkellogg@atr.org, (202) 785-0266. 

Thank you. 
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* NEW HAMPSHIRE HAS A TAX ON INVESTMENT INCOME, BUT A NEW LAW WAS ENACTED THAT WILL SOON PHASE OUT THE TAX BV THE END OF 2026. 

** A CAPITAL GAINS TAX WAS ENACTED BY THE WA LEGISLATURE IN 2D21 BUT ITS IMPOSITION HAS BEEN ENJOINED PENDING THE OUTC OME OF A LAWSUIT CHALLENGING THE TAX AS UNCONSTITUTIONAL. 

NOTE: PERCENTAGES REFLECT THE TOP MARGINAL STATE INDIVIDUAL INCOME TAX RATES AS OF JANUARY 1, 2022. 
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For more information contact Adam Radman, Director of Advocacy, at orodmon@otr.org 

Taxpayer .Protection Pledge 

I, -----~ pledge to the toJC,,dyers of the stote of ____ ond to the American people that I wilt: 
One., oppose any and oU efforts to focrease the marg inal income tax roles for individuals and/ or businesses; and Twoi oppose any net reduction or elimination 

of deductions and credits, unless matched dollar for dollar- by further reducing tax rates. 

• Katie Britt (SEN) 

• Tommy Tuberville (SEN) 

• Jerry Carl (AL-01) 

• Barry Moore (AL-02) 

• Mike Rogers (AL-03) 

• Robert Aderholt (AL-04) 

• Dale Strong (AL-05) 

• Gory Palmer (AL-06) 

• Lisa Murkowski (SEN) 

• Dan Sullivan (SEN) 

• Dovid Schweikert (AZ-0 1 ) 

• Andy Biggs (AZ-05) 

• Juan Ciscomoni (AZ-06) 

• Debbie Lesko (AZ-08) 

• Poul Gosar (AZ-09) 

• John Boozman (SEN) 

• Tom Cotton (SEN) 

TAXPAYER PROTECTION PLEDGE SIGNERS 

HOUSE PLEDGE SIGNERS: 186 
SENATE PLEDGE SIGNERS: 43 

• Rick Crawford (AR-01) • Neal Dunn (FL-02) 

• French Hill (AR-02) • Kot Cammock (FL-03) 

• Steve Wamock (AR-03) • John Rutherford (FL-05) 

• Bruce Westerman (AR-04) • Michael Waltz (FL-06) 

CALIFORNIA 
• Cory Mills (Fl-07) 

• Bill Posey (FL-08) 

• Doug LoMolfa (CA-01) • Daniel Webster (FL-11) 

• Kevin Kiley (CA-03) • Gus Bilirokis (FL- 1 2) 

• Tom McClintock (CA-05) • Anna Poulina Luna (FL- 13) 

• John Duarte (CA-1 3) • Laurel Lee (FL-15) 

• Kevin McCarthy (CA-20) • Vern Buchanon (FL-16) 

• David Volodoo (CA-22) • Greg Steube (FL- 17) 

• Young Kim (CA-40) • Scott Franklin (FL- 18) 

• Ken Calvert (CA-41) • Brian Mast (FL-2 1) 

• Michelle Steel (CA-45) • Byron Donalds (FL-19) 

• Darrell Issa (CA-48) • Mario Dioz-Balart (FL-26) 

• Moria Elviro Salazar (FL-27) 

• Ken Buck (CO-04) fi#•l®'~I 
• Doug Lomborn (CO-05) • Eorl Carter {GA-01) 

IUl•JA••t;I • Drew Ferguson (GA-03) 

• Rick McCormick (GA-06) 

• Marco Rubio (SEN) • Austin Scott {GA-08) 

• Rick Scott (SEN) • Andrew Clyde (GA-09) 

• Matt Goetz (FL-01) • Mike Collins (GA· 10) 



• Barry Loudermilk (GA-11} 

• Rick Allen (GA- 1 2) 

• Marjorie Greene (GA-14) 

• . Mike Crapo (SEN) 

• Jim Risch (SEN) 

• Mike Simpson (ID-02) 

• Mary Miller (IL-1 5) 

• Darin LaHood (IL-16) 

• Todd Young (SEN) 

• Michael Broun (SEN) 

• Jim Banks (IN-03) 

• Greg Pence (IN-06) 

• Larry Bucschon (IN-08) 

• Erin Houchin (IN-09) 

• Joni Ernst (SEN) 

• Morionnette Miller-Meeks 

(IA-01) 

• Zach Nunn (IA-03) 

• Randy Feenstra (IA-04) 

• Jerry Moran (SEN) 

• T rocey Mann (KS-01 ) 

• Jake La Turner (KS-02) 

• Ron Estes (KS-04) 

• Mitch McConnell (SEN) 

• Rand Paul (SEN) 

• James Comer (KY-01) 

• Brett Guthrie (KY-02) 

• Thomas Massie (KY-04) 

• Hal Rogers (KY-05) 

• Andy Barr (KY-06) 

• John Kennedy (SEN) 

• Bill Cassidy (SEN) 

• Steve Scalise (LA-01) 

• Cloy Higgins (LA-03) 

• Mike Johnson (LA-04) 

• Andy Harris (MD-0 1) 

•Mti=i tffi•~• 
• John Bergman (Ml-01 ) 

• Bill Huizenga (Ml-04) 

• John Moolenoar (Ml-02) 

• Tim Walberg (Ml-05) 

• Lisa McClain (Ml-09) 

• John James (Ml-1 0) 

• Tom Emmer (MN-06) 

• Michelle Fischbach (MN-07) 

• Pete Stauber (MN-08) 

• Roger Wicker (SEN) 

• Cindy Hyde-Smith (SEN) 

• Michael Guest (MS-03) 

• Eric Schmitt (SEN) 

• Ann Wagner (MO-02) 

• Blaine Luetkemeyer (MO-03) 

• Mork Alford (MO-04) 

• Sam Graves (MO-06) 

• Eric Burlison (MO-07) 

• Jason Smith (MO-08) 
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• Steve Daines (SEN) 

• Ryan Zinke (MT-01) 

• Matt Rosendale (MT-02) 

• Deb Fischer (SEN) 

• Ben Sasse (SEN) 

• Mike Flood (NE-01 ) 

• Donald Bacon (NE-02) 

• Adrian Smith (NE-03) 

• Mork Amodei (NV-02) 

NEW ERSEY 

• Chris Smith (NJ-04) 

• Tom Kean, Jr (NJ-07) 

• Nicholas Lalata (NY-01) 

• Mike Lowler (NY -17) 

• Brandon Williams (NY-22) 

• Claudia Tenney (NY-24) 

NORTH CAROLINA 

• Ted Budd (SEN) 

• Thom Tillis (SEN) 

• Greg Murphy (NC-03) 

• Virginia Foxx (NC-05) 

• David Rouzer (NC-07) 

• Don Bishop (NC-08) 

• Richard Hudson (NC-09) 

• Patrick McHenry (NC-1 0) 

• Chuck Edwards (NC-11 ) 

NORTH DAKOTA 

• Kevin Cramer (SEN) 

• Kelly Armstrong (ND-AL) 



• J.D. Vance (SEN) 

• Rob Portman (SEN) 

• Jim Jordan (OH-04) 

• Bob Latta (OH-05) 

• Bill Johnson (OH-06) 

• Max Miller (OH-07) 

• Warren Davidson (OH-08) 

• Mike Turner (OH-10) 

• Troy Balderson (OH- 12) 

• Mike Carey (OH-15) 

• James Lankford (SEN) 

• Markwoyne Mullin (SEN) 

• Kevin Hern (OK-01) 

• Josh Brecheen (OK-02) 

• Frank Lucas (OK-03) 

• Tom Cole (OK-04) 

• Stephanie Bice (OK-05) 

• Cliff Bentz (OR-02) 

• Lori Chavez-DeRemer (OR-05) 

PENNSYLVANIA 

• Daniel Meuser (PA-09) 

• Lloyd Smucker (PA-1 1) 

• Glenn Thompson (PA- 15) 

• Mike Kelly (PA-16) 

SOUTH CAROLINA 

• Tim Scott (SEN) 

• Lindsey Graham (SEN) 

• Nancy Mace (SC-01) 

• Joe Wilson (SC-02) 

• Jeff Duncan (SC-03) 

• William Timmons (SC-04) 

• Ralph Norman (SC-05) 

• Russell Fry (SC-07) 

SOUTH DAKOTA 

• John Thune (SEN) 

• David Johnson (SD-AL) 

1•§¢Q•:J.1-·f§=I 
• Marsha Blackbum (SEN) 

• Bill Hagerty (SEN) 

• Diana Harshbarger (TN-01) 

• Tim Burchett (TN-02) 

• Chuck Fleischmann (TN-03) 

• Scott DesJarlais (TN-04) 

• Andy Ogels (TN-05) 

• Mork Green (TN-07) 

• David Kustoff (TN-08) 

• John Comyn (SEN) 

• Ted Cruz (SEN) 

• Nathaniel Moran (TX-01) 

• Dan Crenshaw (TX-02) 

• Keith Self (TX-03) 

• Lance Gooden (TX-05) 

• Jake Ellzey (TX-06) 

• Morgan Luttrell (TX-08) 

• Michael McCaul (TX-1 0) 

• August Pfluger (TX-1 1) 

• Kay Granger (TX- 1 2) 

• Ronny Jackson (TX-1 3) 

• Randy Weber (TX-14) 

• Monica de la Cruz-Hernandez (TX-

15) 

• Pete Sessions (TX- 17) 

• ChipRoy(TX-21) 

• Troy Nehls (TX-22) 

• Tony Gonzales (TX-23) 

• Beth Van Duyne (TX-24) 

• Roger Williams (TX-25) 

• Michael Burgess (TX-26) 

• Michael Cloud (TX-27) 

• John Carter (TX-31) 

• Brian Babin (TX-36) 
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• Wesley Hunt (TX-38) 

■•■tiill 
• Mike Lee (SEN) 

• Mitt Romney (SEN) 

• Blake Moore (UT-01) 

• John Curtis (UT-03) 

• Burgess Owens (UT-04) 

• Jen Kiggans (VA-02) 

• Bob Good (VA-05) 

• Ben Cline (VA-06) 

• Morgan Griffith (VA-09) 

WASHINGTON 

• Dan Newhouse (WA-04) 

• Cathy McMorris-Rodgers 

(WA-05) 

WEST VIRGINIA 

• Shelley Moore Capito (SEN) 

• Carol Miller (WV-01 ) 

• Alex Mooney (WV-02) 

• Ron Johnson (SEN) 

• Bryan Steil (Wl-01 ) 

• Derrick Van Orden (Wl-03) 

• Scott Fitzgerald (Wl-05) 

• Glenn Grothman (Wl-06) 

• Tom Tiffany (Wl-07) 

• Mike Gallagher (Wl-08) 

• John Barrasso (SEN) 

• Cynthia Lummis (SEN) 

• Harriet Hageman (WY-AL) 



GOP U.S. House 

Non- Pledge Signers: 36 

Eli Crane (AZ-02) 

Jay Obernolte (CA-23) 

Mike Garcia (CA-27) 

Lauren Boebert (CO-03) 

Aaron Bean (FL-04) 

Carlos Gimenez (FL-28) 

Russ Fulcher (ID-0 l) 

Mike Bost (IL-1 2) 

Rudy Y akym (IN-02) 

Jomes Baird (IN-04) 

Victoria Spartz (IN-05) 

Ashley Hinson (IA-02) 

Julio Letlow (LA-05) 

Garret Graves (LA-06) 

Brod Finstad (MN-0 l) 

Trent Kelly {MS-01) 

Mike Ezell (MS-04) 

Jeff Von Drew (NJ-02) 

Andrew Garbarino (NY-02) 

George Santos (NY-03) 

Anthony D'Esposito (NY -04) 

Nicole Molliotakis (NY -11) 

Marcus Molinaro (NY-19) 

Elise Stefanik (NY-21) 

Nick Langworthy (NY-23) 

Brod Wenstrup (OH-02) 

David Joyce (OH-14) 

Brion Fitzpatrick (PA-0 1) 

Scott Perry (PA-10) 

John Joyce (PA-13) 

Guy Reschentholer (PA-14) 

John Rose (TN-06) 

Pot Fallon (TX-04) 

Jodey Arrington (TX-19) 

Chris Stewart (UT-02) 

Rob Wittman (V A-0 l) 

GOP U.S. Senate 

Non-Pledge Signers: 6 

Chuck Grossley (SEN-IA) 

Roger Marshall (SEN-KS) 

Susan Collins (SEN-ME) 

Josh Howley (SEN-MO) 

Mike Rounds (SEN-SD) 

John Hoeven (SEN-ND) 

AJgRICANS Jn lAXREFORM 
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GOVERNOR DOUG 8URGUM TESTIMONY ON HB 1158 
JANUARY 11, 2023 

HOUSE FINANCE AND TAXATION COMMITTEE 

ROOM 327E 
REPRESENTATIVE CRAIG HEADLAND, CHAIRMAN 

DOUG 8URGUM - GOVERNOR OF NORTH DAKOTA 

1 

Chairman Headland, members of the committee, for the record, my name is Doug 
Burgum. 

As you know, North Dakota's finances are in very good shape, perhaps the best shape in 
our state's 123-year history. Our combined reserves are the highest ever. Our general 
fund revenues are running 23 percent, or over $700 million, ahead of forecast. Our oil 
tax revenues are running 60 percent, or over $1 .5 billion, ahead of forecast. We have 
more than $8 billion in the Legacy Fund and $5.7 billion in the Common Schools Trust 
Fund. 

And when the state is doing well, citizens should share in that prosperity - especially 
when competition for workers is fierce and every advantage helps as we try to attract 
and retain workers in North Dakota. 

To accomplish these dual goals of tax relief and workforce attraction, we support the 
income tax relief proposed in House Bill 1158 - the largest income tax relief package in 
state history. This bill w ill eliminate the state individual income tax for approximately 
three out of five taxpayers. Those who will still pay income tax will see their liability 
reduced by roughly one-quarter to one-half, allowing North Dakotans to keep more of 
their hard-earned money- an estimated $566 mil lion next biennium - to offset 
expenses and invest in their families and communities. 

Every North Dakota income taxpayer will benefit from this plan, which will make North 
Dakota the lowest flat-tax state in the nation. Again, this would effectively eliminate the 
state's individual income tax for nearly 60% of income taxpayers. The rest would pay a 
flat tax of 1.5%, compared to current income tax rates that range from 2.04% to 2.9%. 
That t ranslates to a .reduction from 26% to 48% in their state income taxes. 

This puts us on a path toward eventually zeroing out our individual income tax and 
joining the eight states that don't have individual income tax. These include some of our 
nation's fastest-growing states and ones with whom we compete for workers in the 
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Good morning Chairman Headland and Members of the Committee, 

My name is Timothy Venneer, and I am a Senior Policy Analyst with the Tax Foundation. 

Thank you for the oppo1tunity to testify today on the impact of the proposed individual income tax rate 

reduction. 

By many metrics, North Dakota's economy is in a strong position. According to the most recent 

employment situation report published by the U.S. Bureau of Labor Statistics (BLS), the unemployment 

rate in November in North Dakota was 2.3 percent.1 Since 2000, the average annual unemployment rate 

for the state has been 3.2 percent. Historically, the national natw-al unemployment rate, the rate at which 

supply and demand for labor is at an equilibrium has been near 4 percent. By both those metrics, North 

Dakota's labor market is very tight. As of October, the most recent month of reported Job Opening and 

Labor Turnover Survey data by the BLS, there were nearly three open jobs for every unemployed person, 

but therein lies the problem.2 The principal factor limiting North Dakota's economic growth is the size of 

the labor force.3 

The state unemployment rate in February 2020, at the peak of the pre-pandemic business cycle, 

was 2.2 percent. The unemployment rate spiked to 8.3 percent at the worst point in the COVID recession 

but steadily recovered to pre-pandemic levels by September 2022. What has not recovered is the number 

of people in the labor force and the number of people employed in No1th Dakota. 

While the labor force participation rate had recovered to its pre-pandemic level by June 2022, that 

figure masks an underlying problem.4 Nearly 6,700 people have left the state's labor force since February 

J 



2020, precisely the same amount as employment levels have fallen over the same period.5 This number 

accounts for roughly 25 percent of the 26,000 job openings reported in October 2022. 

Compounding the labor force challenge has been relatively anemic population growth in the state. 

According to data from the US Census Bureau, between 2016 and 2021 , North Dakota has seen net 

population growth ofonly 4,000 people and net domestic outmigration of21,400 residents. Compare this 

to the period between 2010 and 2021 when net population growth totaled 87,000 people and the state saw 

net in-migration of 38,121 new residents.6 

People make decisions to work or reside in a particular jurisdiction for a variety of reasons. 

Among other things, businesses care about an educated workforce--the greater the stock of human 

capital, the greater a firm's productivity. Companies care about access to infrastructure and efficiently 

delivering their goods to market. They care about government services including police, fire, and 

emergency medical services. Individuals and families care about school quality, weather patterns, and 

housing prices. Wage and salary levels and purchasing power also matter. The weight each person places 

on these factors will vary significantly. But what businesses require to remain open, and what every 

family needs to stay in their home, is money. Thus, tax policies come into play. 

States do not institute tax policy in a vacuum. Every change to a state's tax system makes its 

business tax climate more or less competitive compared to other states and makes the state more or less 

attractive to individuals and families. Until Arizona converted its individual income tax to a flat rate of 

2.5 percent on January I, North Dakota had the lowest top marginal individual income tax rate among 

states that levied the tax. IfHB 1158 passes, North Dakota would again have the lowest individual 

income tax rate at 1.5 percent. 

The challenge here is that states in the region and across the country that directly compete with 

North Dakota forgo at least one major tax, often the individual income tax, and thus effectively have a top 

J 



marginal rate ofO percent. Alaska, South Dakota, Texas, and Wyoming-which tend to have robust 

energy and natural resource industries, like North Dakota-are among the states that do not levy an 

individual income tax. South Dakota and Wyoming also forgo a corporate income tax while Montana 

goes without a sales tax. That North Dakota currently has a top rate of 2 .9 percent, modest as it is, may 

be enough to dissuade some who would otherwise pay nothing and file no return in a state that does not 

assess an income tax. 

Although everyone puts a different emphasis on the importance various tax policies play, tax 

policies do affect bow much discretionary income a business owner has to hire another employee. Tax 

policies do affect how much income an individual has to purchase a new appliance or to save for a home. 

At some point, taxes do matter, and it is that marginal impact that matters in North Dakota. 

Reducing the individual income tax would improve the state's tax neutrality and lower barriers to 

productivity on the margin. As workers and small business owners consider the impact of taxation on 

their next dollar of income, they implicitly consider the extensive and intensive effects of taxation-

whether to work or invest and how much to work or invest. A lower, flatter income tax rate sets 

conditions for in-migration and an increase in the labor force in North Dakota. Reducing the top rate will 

a lso impact the amount of work people choose to perform. When workers can take more of their next 

dollar home, it will, on the margin, incentivize those already employed to work an additional te1m (an 

extra hour or week, or perhaps full time vs. part time). 

Income tax reduction is good for economic growth, because tax rates influence bow much people 

work; and a ll things being equal, it makes a difference in where people choose to live. But while 

competitive rates are an impo1tant reason for this growth, they are not the only reason. If North Dakota 

moves forward with the reforms of HB 11 58, budget sustainability will continue to play an important role 

in realizing the full potential of the bill 's structural alterations. 

Policymakers in many states have contemplated the total repeal of the individual income tax, and 

while that may stimulate economic activity that does not mean it is the right or responsible decision for 

every state. With that said, it may end up being the right decision for North Dakota. First, North Dakota 
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does not rely on the individual income tax to the extent that some states do. In fiscal year 2019, the 

individual income tax only generated 6.2 percent of the state's total tax collection.7 Second, the top 

marginal rate is already low enough that eventual repeal is within sight. The potential challenge is budget 

sustainability. 

The wrong timing or wrong combination of revenue reductions or spending restrictions could 

make service delivery especially challenging. North Dakota policymakers have wisely avoided 

inadvertently fashioning unfunded liabi lities with past reforms by making incremental changes and 

assessing the sustainability of future reforms each biennium. The cun-ent proposal comes at a time when 

many economists suggest that a recession is still possible sometime in 2023, which could pose a concern 

for many states' budgets. While that is not a concern to be dismissed out of hand, we find that to be less 

threatening in this case as the current bill does not include a total repeal and the state is in a healthy 

financial position with over $3.5 billion in savings and surplus expected by the end of the current budget 

biennium.8 

If the intent is to eliminate or repeal the individual income tax in a future biennium, the feasibility 

of that legislation may depend on the structure put in place this year. While the cun-ent bill exempts the 

first nearly $45,000 of taxable income for singles and nearly $75,000 for married filers, doing so may 

actually make getting to zero harder in the future. First, the narrower the tax base, the fewer people future 

reforms directly benefit. Additionally, if it turns out that the state becomes reliant on the revenue 

generated by the remaining income payers, it will be even harder to responsibly eliminate the tax. The 

longer the tax is levied on a narrow base, the harder it is to generate interest in repeal. Lastly, it is likely 

many of the skilled workers, including tradesmen and those who own trade businesses, many of those that 

this bill intends to attract, will earn more income than this legislation exempts. In that case a nominal 

income tax liability will remain for those taxpayers this biennium. In our view, a simpler, more neutral 



reform that would also generate the greatest possibility for future elimination of the income tax would be 

to create a truly flat tax that applies to the current base but at a rate somewhere below the current proposal 

of 1.5 percent. 

Many factors influence the location decisions of individuals and families, workers and employers. 

Many aspects of these decisions, including family ties and weather, transcend government control, but the 

individual income tax is one that policymakers can affect. A lower, flatter rate will improve the tax 

neutrality of North Dakota and is likely to yield improvements to the labor force and labor force 

participation. 

Thank you again for the opportunity to testify today. I'm happy to answer any questions you may 

have. 



 
 

House Bill No. 1158 
Testimony-IN SUPPORT 

Jeff Stark, Business Manager/Secretary-Treasurer 
International Union of Painters & Allied Trades District Council 82 

Senate Finance and Taxation Committee 
March 13, 2023 

 
Chairman Kannianen and members of the Senate Finance and Taxation Committee, I am Jeff Stark, Business 
Manager/Secretary-Treasurer for the International Union of Painters & Allied Trades District Council 82. On behalf of 
the International Union of Painters and Finishing Trades (IUPAT), I am here today to offer our support for House Bill 
1158, to reduce the personal income taxes of all hard-working North Dakota taxpayers. 
 
The International Union of Painters & Allied Trades District Council 82 provides a voice for almost 3,00 workers in the 
finishing trades across Minnesota, Montana, North Dakota, South Dakota, and western Wisconsin. Our members are 
trained in a variety of industry needs, including industrial and commercial painting, drywall finishing, glazing, glass work, 
sign installation, convention workers, silk screen paint making and embroidery. 
 
Our support for this bill is not a union or non-union matter, it is about hard-working North Dakotans getting the tax relief 
they need and deserve right now. With the price of gas, food, day-care, clothes, you name it, going up right now – our 
members strongly believe the pinch on middle class families has reached a breaking point. By eliminating income taxes for 
a large portion of North Dakota taxpayers, it will put money in their family budgets right away and provide them with 
ongoing saving they can count on. 
 
We whole heartedly agree with Governor Doug Burgum when he said in his state of the state address, “Let’s show our 
working families in North Dakota that we understand their struggles by expediting this income tax relief legislation and 
making it one of the first bills to be signed this session.” 
 
By eliminating three out of the five tax brackets, and reducing the remaining tax rate to 1.5%, North Dakota will have the 
lowest income tax rate of any state in the country that has an income tax. Our members, and all North Dakotans will feel 
that relief and have more money to put back into the state’s economy, helping to build a better future for all of us. 
 
Like many other organizations and businesses in North Dakota, we are struggling to find more workers. The tax relief in 
this bill will help both labor and management equally and show that the state of North Dakota is serious about attracting 
new workers in this highly competitive workforce market. 
 
Our members are looking for a commitment on tax relief from their elected representatives that is permanent and 
consistent. HB 1158 provides that commitment. By using the one-time funding from budget surpluses to fund permanent 
tax relief, you are creating a legacy of economic growth for generations to come, for our members and all North Dakotans. 
 
Mr. Chairman and members of the Senate Finance and Taxation Committee, we believe this bill will provide critical relief 
for IUPAT members and all North Dakotans. We strongly urge your support and ask you to pass this bill as quickly as 
possible so Governor Burgum can sign it into law.  
 
Thank you for your consideration. 
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Written testimony on House Bill 1158 

 

Chairman Kannianen and Senate Finance and Taxation Committee Members 

 My name is Kevin Herrmann, 300 Fair St. SW, Beulah, ND 58523. I am a single 

independent North Dakota taxpayer. 

 I stand in opposition of House Bill 1158. First, I will start with Governor Burgum 

press release on August 24, 2022 stating no state income tax for married couple 

filing jointly under $95,600 and single under $54,725 but with House Bill 1158 has 

married couples filing jointly is under 74,750 and single under 44,725.  The 

difference between press release and House Bill 1158 for married couples is 

$20,850 and single is $10,000. Why is there a difference between press release in 

August 24, 2022 and House Bill 1158? Who is not telling the truth? 

 Second, House Bill 1158 will keep the single individual in paying more in state 

income tax in order to subsidize married couples again. This bill will have single 

individual pay more in state income tax at $44,725 compare to the current state 

income tax rate structure. At $44,725 state tax income will be $670.89 with this 

bill while the current state income tax rate at $44,725 would be $560.34. This is a 

tax increase of $110.55 with House Bill 1158. Why does the Governor Burgum, 

Brian Kroshus and all sponsors of House Bill 1158 keep on screwing over single 

individuals? Who is not telling the truth? 

 I challenge all sponsors of House Bill 1158 to a public debate in front of the local 

press that House Bill 1158 is a tax increase for single individuals of income of 

$44,725 or higher.  

 Again, I oppose House Bill 1158 because this bill is not a fair flat tax structure. 

 

Kevin Herrmann 

Home phone number 701-873-4163 
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FMWF Chamber Letter of Support – Competitive Tax Structure 
 
March 13th, 2023 

 
Chair Kannianen and Members of the Senate Finance and Taxation Committee,  
 
For the record, my name is Cale Dunwoody, and I am the Director of Public Policy for the Fargo Moorhead 
West Fargo (FMWF) Chamber of Commerce. The Chamber's mission is to be a catalyst for economic growth 
and prosperity for businesses, members, and the greater community. On behalf of our over 1,900 members, I 
respectfully offer testimony in support of increasing North Dakota’s tax competitiveness through income and 
property tax relief. 
 
As you know, workforce is a major challenge facing every employer across the nation and North Dakota 
businesses are not exempt from these challenges. Our local businesses have seen firsthand the challenges of 
attracting and retaining talented individuals in the current employment and economic market. Many of the 
states across this nation are evaluating their budgets, regulations, and taxes to create a more competitive 
environment in hopes to attract and retain workers. In order to effectively compete on a national and global 
scale for workforce, the state of North Dakota must continue to evaluate its tax structure. 
 
We believe it is important to underscore the importance of a robust tax climate that promotes economic 
growth and prosperity. While we recognize the dichotomy amongst the state as it relates to income and 
property tax relief, we support the legislature’s willingness to compromise and bring a multi-prong tax relief 
solution to hundreds of thousands of North Dakotans. As a community that borders a high-tax and high-
regulation state like Minnesota, we see the real-world impacts of a competitive tax and regulatory structure.  
 
In conclusion, while every state looks to compete for workforce, our state must continue to find creative 
solutions to keep North Dakota competitive and enhance our ability to attract and retain highly skilled 
personnel. The current income and property tax proposals do exactly that by expanding opportunities and 
incentivizing individuals to remain or relocate to North Dakota.  
 
On behalf of our members, I would like to thank committee members for their time and would respectfully 
urge the legislature to continue supporting a positive tax climate for both property and income tax.  
 
Respectfully, 
 
Cale Dunwoody 
Director of Public Policy 
FMWF Chamber of Commerce 
Cdunwoody@fmwfchamber.com 
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HB 1  158   – Testimony by Dustin Gawrylow (Lobbyist #266) North Dakota Watchdog Network  

The North Dakota Watchdog Network is in favor of the proposed Flat Income Tax. 

The large universal exemption approach is the most fair way to prevent regressivity in the changes. 
Working classes receive a 100% income tax cut immediately.   

We urge the committee to check the math to ensure there is no marriage penalties.  

It appears there may be as the $74,750 married filing jointly is not exactly double the $44,775 threshold
for single filers.  And the married filing separately threshold of $37,375 is also not equal to the single 
filer rate.

If this was intentional, please explain the reasoning.  

If it was not intentional, an amendment should be offered to fix this oddity. 
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Americans Moved to Low-Tax States in 2022
January 10, 2023

Janelle Fritts

Americans were on the move in 2022 and chose low-tax states over high-tax ones. 

That’s the finding of recent U.S. Census Bureau population data and commercial 

datasets released this week by U-Haul and United Van Lines.

The U.S. population grew 0.4 percent between July 2021 and July 2022, an increase 

from the previous year’s historically low rate of 0.1 percent. While international 

migration helped numbers on the national level, interstate migration was still a key driver

of state population numbers. New York’s population shrunk by 0.9 percent between July 

2021 and July 2022, Illinois lost 0.8 percent of its population, and Louisiana (also 0.8 

percent), West Virginia (0.6 percent), and Hawaii (0.5 percent) rounded out the top five 

jurisdictions for population loss. At the same time, Florida gained 1.9 percent, while 

Idaho, South Carolina, Texas, South Dakota, Montana, Delaware, Arizona, North 

Carolina, Utah, Tennessee, Georgia, and Nevada all saw population gains of 1 percent 

or more.

This population shift paints a clear picture: people left high-tax, high-cost states for 

lower-tax, lower-cost alternatives.

The individual income tax is illustrative here (though only one component of overall 

tax burdens, it is often highly salient). In the top third of states for population growth 

(including D.C.), the average combined top marginal state income tax rate is about 4.0 

percent. In the bottom third, it’s about 6.6 percent.

Six states in the top third forgo taxes on wage income (Florida, Texas, South Dakota, 

Tennessee, and Nevada, as well as Washington, which taxes capital gains income but 

not wage income), and the highest top rate in that cohort is Maine’s 7.15 percent. 



Among the bottom third, five jurisdictions—California, Hawaii, New Jersey, New York, 

and Oregon—have double-digit income tax rates, and—excepting Alaska, with no 

income tax—the lowest rate is in Pennsylvania, where a low state rate of 3.07 percent is

paired with some of the highest local income tax rates in the country. Six states in the 

bottom third have local income taxes; only one in the top third does.

he Census data shows population gains and losses, but not cross-border migration. 
(The Census provides migration data but on a longer time delay.) Moving data from U-
Haul and United Van Lines, while less robust—and undoubtedly influenced by their 
geographic coverage—speaks more directly to cross-border migration and is 
confirmatory. Both companies see states like California, Illinois, Massachusetts, and 

State Population Change in 2022 
State Migration Patterns, from Most Inbound to Most Outbound, 2022 
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New York as the biggest losers, while states like Texas, Florida, and Tennessee are 
among the largest net gainers.

Low-Tax States Saw More Population Growth and Higher Inbound Migration

Census Population Data (July 2021 – July 2022) and Industry Moving Data (2022)
State Census U-Haul UVL
Alabama 20 20 10

Alaska 37 41 n.a.

Arizona 8 7 20

Arkansas 17 43 18

California 41 50 40

Colorado 19 11 31

Connecticut 31 28 39

Delaware 7 27 5

District of Columbia (21) 36 7

Florida 1 2 12

Georgia 12 8 19

Hawaii 46 n.a. n.a.

Idaho 2 10 15

Illinois 49 49 48

Indiana 23 14 22

Iowa 30 21 34

Kansas 33 39 36

Kentucky 28 26 24

Louisiana 48 35 41

Maine 15 29 17

Maryland 40 44 30

Massachusetts 38 47 43

Michigan 34 48 46

Minnesota 29 17 29

Mississippi 44 34 37

Missouri 27 15 25

Montana 6 18 28

Nebraska 24 32 42

Nevada 13 13 26

New Hampshire 18 38 14
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Census Population Data (July 2021 – July 2022) and Industry Moving Data (2022)
State Census U-Haul UVL
New Jersey 35 45 49

New Mexico 39 19 9

New York 50 46 47

North Carolina 9 4 6

North Dakota 26 37 32

Ohio 36 9 38

Oklahoma 14 42 33

Oregon 45 22 2

Pennsylvania 43 24 44

Rhode Island 42 40 3

South Carolina 3 3 4

South Dakota 5 31 8

Tennessee 11 6 11

Texas 4 1 16

Utah 10 12 35

Vermont 32 30 1

Virginia 22 5 21

Washington 16 23 23

West Virginia 47 25 13

Wisconsin 25 16 27

Wyoming 21 33 45

Sources: U.S. Census Bureau; U-Haul; United Van Lines.

These industry studies record total migrations, whereas population data can be put in 

percentage terms, so large states like Texas—which, according to the Census Bureau, 

had the most population growth in nominal terms, but fourth-most in percentage terms—

show up prominently while smaller states that saw large population surges, like Idaho, 

are somewhat lower on the list.

Another story from the industry data that is less apparent in Census population data is 

regional competition, even among comparatively high-tax states. Vermont is first in the 

United Van Lines data but middle-of-the-pack for overall population change because the

state benefited from outmigration from densely populated Northeastern cities.
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Similarly, U-Haul has relatively few inbound trips to Oklahoma, New Hampshire, and a 

few other states compared to United Van Lines and, more importantly, to Census data 

on population growth. Relatively local moves, such as those within the D.C. metropolitan

area, can make a jurisdiction like the District of Columbia look like it is doing very well on

United Van Lines data even though the Census data shows much milder growth. The 

industry data has limitations, but it remains informative.

People move for many reasons. Sometimes taxes are expressly part of the calculation. 

Often, they play an indirect role (by contributing to a broadly favorable economic 

environment). And other times, of course, they don’t factor in at all. The Census data 

and these industry studies cannot tell us exactly why each person moved, but there is 

no denying a very strong correlation between low-tax, low-cost states and population 

growth. With many states responding to robust revenues and heightened state 

competition by cutting taxes, these trends may only get larger.

The pandemic has accelerated changes to the way we live and work, making it far 

easier for people to move—and they have. As states work to maintain their 

competitive advantage, they should pay attention to where people are moving, and 

try to understand why.



States Inaugurate a Flat Tax Revolution
November 14, 2022

In more than a century of state income taxes, only four states have ever transitioned 
from a graduated-rate income tax to a flat tax. Another four adopted legislation doing 
so this year, and a planned transition in a fifth state is now going forward under a recent 
court decision. In what is already a year of significant bipartisan focus on tax relief, 2022
is also launching something of a flat tax revolution. 

In 1987, the 75th anniversary of state income taxation, Colorado replaced its half 
century-old graduated-rate income tax with a single-rate tax. It would take another 30 

States Inaugurate a Flat Tax Revolution 
State Individual Income Tax Structures as of November 2022 
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years for another state to follow suit, when Utah implemented a flat tax in 2007. Next 
came North Carolina in 2014, as part of that state’s comprehensive reforms, and most 
recently, Kentucky implemented a single rate of 5 percent in 2019. They joined five other
states which already had flat taxes: Illinois, Indiana, Massachusetts, Michigan, and 
Pennsylvania.

The first state income tax, implemented in Wisconsin in 1912, had a two-rate structure. 

The first flat tax was Massachusetts’ tax, which went into effect in 1917. Five states had 

income taxes back then, with Massachusetts and Virginia both implementing them that 

January. Only five years passed between the first progressive income tax and the first 

flat income tax, but 75 years passed between the first progressive income tax and the 

first time one was transitioned from graduated to single rate. It took more than a century 

for three to do so—and four states have adopted legislation to make that transition just 

this year, with a fifth cleared for the transition by a court decision and a two more 

potentially in the wings.

Iowa is phasing in a 3.9 percent flat individual income tax by 2026, going from a 

graduated-rate tax that not long ago topped out at 8.98 percent. Mississippi will have a 

flat tax as of next year, with a 4 percent rate by 2026. Georgia’s income tax is now 

scheduled to convert to a flat rate of 5.49 percent, eventually phasing down to 4.99 

percent. A court cleared the way for the implementation of Arizona’s transition to a 2.5 

percent flat tax, which should happen, pending revenue availability, in 2024. In special 

session, Idaho adopted a 5.8 percent flat tax, replacing a four-bracket 

system. Missouri has been called into special session to adopt income tax rate cuts, 

but a flat tax could still be a consideration, soon if not this session, and a serious effort 

at adopting a flat tax is likely in Oklahoma next year.

Supporters of flat taxes often identify the simplicity as one of their salient features. This 

is true, but it’s important to stop and ask what is meant by this. It is not enough to merely

state that a single rate is simpler than multiple rates, because, while trivially true, it tells 



us relatively little. It is not particularly difficult to use tax tables to ascertain one’s tax 

liability.

Flat taxes are meaningfully simple, however, in several ways. It is easier to forecast 

revenue under a flat tax, and to project the revenue effects of potential tax changes. It is

easier for taxpayers to estimate their tax liability and how it would change under different

income scenarios, which enhances tax transparency and potentially improves some 

economic decision-making. It accords better with impressions that taxpayers form of tax 

burdens based on headline rates, such that individuals and small businesses may be 

more attracted to a state with a relatively lower flat rate than one with a graduated-rate 

system that would yield similar liability. And it simplifies the function by which taxpayers 

decide whether to work or invest more on the margin, since all marginal returns to labor 

and investment are exposed to the same rate.

Of greater significance for taxpayers, however, is that flat-rate income taxes tend to 

function as a bulwark against unnecessary tax increases, and to provide greater 

certainty for individual and business taxpayers. Economic decisions are made on the 

margin; choices about investments, labor, or relocation will be made on the basis of the 

effect on the next dollar of income, not the prior ones. A competitive top marginal rate 

matters most for economic growth, and flat income taxes—given their “all-in” nature—

not only mean a lower rate on that all-important margin, but tend to be harder to raise in 

the future, whereas highly graduated taxes are more susceptible to targeted, but often 

economically inefficient, tax hikes.

Taxpayers seem to sense this intuitively: it seems to have been persuasive in Illinois, for

instance, where voters lopsidedly rejected a constitutional amendment permitting a 

graduated-rate structure even though the initially proposed tax increase would not 

increase tax liability for the vast majority of voters. They seemed to recognize that, once 

the principle was established, higher rates would be established for more and more 



taxpayers—even setting aside the implications for the state’s economic 

competitiveness.

This is one reason why states with nearly-flat taxes should consider finishing the job. In 

Alabama, for instance, the current three-bracket system, with the top rate kicking in at 

$3,000 of income, only provides $40 in tax savings compared to taxing all income at the 

top rate. Raising the standard deduction would easily provide the same progressive 

benefits while embracing the simplicity and—more importantly—the certainty and 

stability of a single-rate tax. Five other states likewise have top rates that kick in at or 

below $10,000, including Idaho and Mississippi, which are now transitioning to a flat tax,

and Oklahoma, where a flat tax is under active consideration.

Six States Have Nearly Flat Graduated-Rate Income Taxes

State Brackets Top Rate Kick-In Maximum Savings
Alabama 3 $3,000 $40

Georgia 6 $7,000 $173

Idaho 4 $7,939 $222

Mississippi 2 $10,000 $50

Missouri 9 $8,704 $145

Oklahoma 6 $7,200 $191

State statutes; Tax Foundation calculations
These states now present an opportunity for reform culminating in a flat tax, but they 

also serve as a cautionary tale about the implications of not indexing a graduated-rate 

income tax. When Alabama adopted its graduated-rate income tax in 1935, the majority 

of taxpayers were fully exempt, and few taxpayers were subject to the top marginal rate 

of 5 percent on income above $3,000, which is equivalent to almost $63,500 in 2022, 

higher than today’s median household income in the state and a small fortune in 

Depression-era Alabama. Over time, the lack of inflation indexing has subjected the 

vast majority of taxpayers’ income to the top marginal rate. The same is true in Georgia, 

where policymakers have adopted a very gradual approach to a flat tax. Georgia’s top 



rate has kicked in at $7,000 since 1955, when it was equivalent to about $75,000 in 

today’s dollars.

Of the nine states that already have flat taxes, five enshrine that status in their state 

constitution, locking in the benefit and making it harder for lawmakers to raise taxes by 

switching to a progressive tax regime. This is a particularly important protection for small

business owners, since about 95 percent of all businesses are pass-through businesses

subject to individual, not corporate, income taxes, and the vast majority of pass-through 

business income is earned by companies exposed to states’ top marginal income tax 

rates. In Illinois, for instance, where lawmakers championed a failed constitutional 

amendment to permit a graduated-rate income tax, 93 percent of pass-through 

business income was on returns with more than $200,000 in adjusted gross income 

(AGI), and over half of all pass-through business income was reported on returns 

showing more than $1 million in AGI. Hiking the top marginal rate is not just about the 

wealthy; it is about the state’s small businesses too, and about providing a greater level 

of certainty for entrepreneurs making location decisions.

The states now transitioning to flat taxes, and those which have not yet constitutionally 

protected their current single-rate tax structures, should consider doing so. The following

table shows states which currently have, or are on track to implement, a flat tax, with 

date of implementation (past or future) and whether a single rate tax is constitutionally 

mandated. Of the five states that have had flat taxes from the start, four enshrine this 

status in their constitution. Of the four that transitioned, only one does.

14 States Have, Or Are Implementing, Flat Income Taxes

State PIT Adopted Flat As Of Constitutional
Arizona 1933 2024  

Colorado 1937 1987 ✓

Georgia 1929 2024  

Idaho 1931 2023  

Illinois 1969 Always ✓

Indiana 1965 Always  



State PIT Adopted Flat As Of Constitutional
Iowa 1934 2026  

Kentucky 1936 2019  

Massachusetts 1917 Always ✓

Michigan 1967 Always ✓

Mississippi 1912 2023  

North Carolina 1921 2014  

Pennsylvania 1971 Always ✓

Utah 1971 2007  

Notes: Georgia, Idaho, Iowa, and Mississippi are implementing flat taxes in accordance with 
legislation enacted this year, while in Arizona, a court has cleared the implementation of a 
2021 law. Implementation dates in Arizona and Georgia are contingent on revenue 
availability.
Sources: State statutes; Tax Foundation research.

States shifted from graduated to single-rate income taxes in 1987, 2007, 2014, and 

2019. A recent court decision will allow a 2021 law in Arizona to move forward. With new

laws beginning that transition in Arizona, Georgia, Iowa, and Mississippi, 2022 has 

already seen the enactment or legal clearance of as many new flat taxes as we’ve seen 

transition in the history of state income taxes to date, and that’s before any action is 

taken in Missouri and Oklahoma.

I I 

I I 

I I 

I I 



2023 STATE BUSINESS  
TAX CLIMATE INDEX
BY 
JANELLE FRITTS
JARED WALCZAK

#24124



© 2022 Tax Foundation
1325 G Street, NW, Suite 950

Washington, D.C. 20005
202.464.6200

taxfoundation.org



TAX FOUNDATION | 1
EX

EC
U

TIV
E SU

M
M

A
RY

EXECUTIVE SUMMARY
The Tax Foundation’s State Business Tax Climate Index enables business leaders, 
government policymakers, and taxpayers to gauge how their states’ tax systems compare. 
While there are many ways to show how much is collected in taxes by state governments, 
the Index is designed to show how well states structure their tax systems and provides a 
road map for improvement.

The absence of a major tax is a common factor among many of the top 10 states. Property 
taxes and unemployment insurance taxes are levied in every state, but there are several 
states that do without one or more of the major taxes: the corporate income tax, the 
individual income tax, or the sales tax. Nevada, South Dakota, and Wyoming have no 
corporate or individual income tax (though Nevada imposes gross receipts taxes); Alaska 
has no individual income or state-level sales tax; Florida has no individual income tax; and 
New Hampshire and Montana have no sales tax. 

1. Wyoming
2. South Dakota
3. Alaska
4. Florida
5. Montana
6. New Hampshire
7. Nevada
8. Utah
9. Indiana
10. North Carolina

The 10 lowest-ranked, or worst, 
states in this year’s Index are:

The 10 best states in this 
year’s Index are:

41. Alabama
42. Rhode Island
43. Hawaii
44. Vermont
45. Minnesota
46. Maryland
47. Connecticut
48. California
49. New York
50. New Jersey

Note: A rank of 1 is best, 50 is worst. D.C.’s score and rank 
do not affect other states. The report shows tax systems 
as of July 1, 2022 (the beginning of Fiscal Year 2023).
Source: Tax Foundation.

TAX FOUNDATION

10 Worst Business Tax Climates

2023 State Business Tax Climate Index

10 Best Business Tax Climates

WA
#28

MT
#5

ID
#15

ND
#17

MN
#45

ME
#35

MI
#12

WI
#27

OR
#24

SD
#2

NH
#6

VT
#44

NY
#49

WY
#1

IA
#38NE

#29 MA
#34IL

#36

PA
#33

CT
#47

RI
#42

CA
#48

UT
#8

NV
#7

OH
#37IN

#9

NJ
#50

CO
#21 WV

#20MO
#11

KS
#25

DE
#16

MD
#46

VA
#26

KY
#18

DC
(#48)

AZ
#19

OK
#23

NM
#22

TN
#14

NC
#10

TX
#13

AR
#40 SC

#31
AL

#41
GA
#32MS

#30

LA
#39

FL
#4

HI
#43

AK
#3

• • 

-



2 | STATE BUSINESS TAX CLIMATE INDEX
R

EC
EN

T 
C

H
A

N
G

ES

This does not mean, however, that a state cannot rank in the top 10 while still levying all 
the major taxes. Indiana and Utah, for example, levy all the major tax types but do so with 
low rates on broad bases.

The states in the bottom 10 tend to have a number of afflictions in common: complex, 
nonneutral taxes with comparatively high rates. New Jersey, for example, is hampered by 
some of the highest property tax burdens in the country, has the highest-rate corporate 
income taxes in the county, and has one of the highest-rate individual income taxes. 
Additionally, the state has a particularly aggressive treatment of international income, 
levies an inheritance tax, and maintains some of the nation’s worst-structured individual 
income taxes.

 

NOTABLE RANKING CHANGES IN THIS YEAR’S INDEX
Arizona
Arizona transitioned from a four-bracket 
individual income tax with a top rate of 4.5 
percent to a two-bracket system with a 
top rate of 2.98 percent, a waypoint on the 
state’s transition to a 2.5 percent single-
rate tax. Initially scheduled for 2024, robust 
revenue growth has led to the certification 
of the 2.5 percent rate for January 1, 2023, 
a significant development that will further 
improve Arizona’s ranking in next year’s 
Index. This year’s changes, however, were 
sufficient for Arizona to improve five places 
overall, from 24th to 19th.

Arkansas
Like many states, Arkansas adopted both 
corporate and individual income tax rate 
reductions. In Arkansas’s case, these rate 
reductions—to a top individual income tax 
rate of 4.9 percent, down from 5.9 percent, 
and a corporate rate reduced from 6.2 to 
5.9 percent—went into effect for the 2022 
tax year. The corporate income tax rate 
reduction also resulted in the consolidation 
of an existing bracket. These changes 
were the primary driver of the state’s 
improvement from 43rd to 40th overall. 

Georgia
Under legislation adopted in 2022, Georgia 
will adopt a 5.49 percent flat-rate income 
tax in 2024 and ultimately phase that rate 
down to 4.99 percent. These changes, 
however, lie in the future, and for now, 
improvements in the tax policies of three 
other states—Mississippi, Nebraska, and 
South Carolina—saw Georgia slide three 
places by standing still.

Idaho
Idaho improved two places overall, from 
17th to 15th, due to the implementation 
of individual and corporate income tax 
rate reductions which took the individual 
income tax’s top rate, and the corporate 
income tax’s flat rate, from 6.5 to 6.0 
percent. A ballot measure that would 
have created a new top rate of 10.925 
percent to raise additional revenue for 
public education was taken off the ballot, 
and a deal was struck instead to provide 
additional education funding while 
implanting a 5.8 percent flat individual 
income tax rate in 2023. This change, which 
will be reflected in next year’s Index, will 
result in a further improvement in Idaho’s 
ranking.
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TABLE 1.

2023 State Business Tax Climate Index Ranks and Component Tax Ranks

State
Overall  

Rank
Corporate 
Tax Rank

Individual Income 
Tax Rank

Sales  
Tax Rank

Property  
Tax Rank

Unemployment 
Insurance Tax Rank

Alabama 41 18 30 50 18 19
Alaska 3 28 1 5 26 44
Arizona 19 23 16 41 11 14
Arkansas 40 29 37 45 27 20
California 48 46 49 47 19 24
Colorado 21 7 14 40 36 42
Connecticut 47 27 47 23 50 23
Delaware 16 50 44 2 4 2
Florida 4 10 1 21 12 3
Georgia 32 8 35 31 28 35
Hawaii 43 19 46 27 32 30
Idaho 15 26 19 10 3 47
Illinois 36 38 13 38 44 43
Indiana 9 11 15 19 2 27
Iowa 38 34 40 15 40 33
Kansas 25 21 22 25 17 15
Kentucky 18 15 18 14 24 48
Louisiana 39 32 25 48 23 6
Maine 35 35 23 8 47 38
Maryland 46 33 45 30 42 41
Massachusetts 34 36 11 13 46 50
Michigan 12 20 12 11 25 8
Minnesota 45 43 43 29 31 34
Mississippi 30 13 26 33 37 5
Missouri 11 3 21 26 7 4
Montana 5 22 24 3 21 18
Nebraska 29 30 32 9 39 11
Nevada 7 25 5 44 5 46
New Hampshire 6 44 9 1 43 45
New Jersey 50 48 48 42 45 32
New Mexico 22 12 36 35 1 9
New York 49 24 50 43 49 40
North Carolina 10 5 17 20 13 10
North Dakota 17 9 27 28 9 7
Ohio 37 39 41 36 6 13
Oklahoma 23 4 31 39 30 1
Oregon 24 49 42 4 20 36
Pennsylvania 33 42 20 16 16 22
Rhode Island 42 40 33 24 41 49
South Carolina 31 6 28 32 35 29
South Dakota 2 1 1 34 14 37
Tennessee 14 45 6 46 33 21
Texas 13 47 7 37 38 12
Utah 8 14 10 22 8 16
Vermont 44 41 39 17 48 17
Virginia 26 17 34 12 29 39
Washington 28 37 8 49 22 25
West Virginia 20 16 29 18 10 26
Wisconsin 27 31 38 7 15 31
Wyoming 1 1 1 6 34 28
District of Columbia 48 29 48 39 49 38

Note: A rank of 1 is best, 50 is worst. Rankings do not average to the total. States without a tax rank equally as 1. D.C.’s score and 
rank do not affect other states. The report shows tax systems as of July 1, 2022 (the beginning of Fiscal Year 2023).
Source: Tax Foundation.
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Louisiana
The Bayou state implemented a package 
of tax reforms resulting in an improvement 
of three places on the Index, from 42nd 
to 39th, while improving the state’s 
individual income tax component by nine 
places and the corporate and property 
tax components by two places each. 
Reforms approved by voters in November 
2021 yielded the repeal of the deduction 
for federal taxes paid, replaced by lower 
statutory tax rates. The top rate of the 
individual income tax was cut from 6.0 
to 4.25 percent, while the state’s five 
corporate income tax brackets were 
consolidated into three, with a reduction 
in the top rate from 8 to 7.5 percent. 
Additionally, the capital stock tax rate was 
reduced from 0.3 percent to 0.275 percent, 
with the goal of eventual repeal through 
tax triggers.

Nebraska
Legislative Bill 432, signed into law in 2021, 
reduced Nebraska’s top marginal corporate 
income tax rate from 7.81 percent to 
7.5 percent on January 1, 2022, and will 
further reduce the rate to 7.25 percent in 
January 2023. Additional legislation (LB 
873) enacted in 2022 will reduce the state’s 
top marginal individual income tax rate 
from 6.84 to 5.84 percent over five years, 
beginning in 2023. This year’s corporate 
tax reduction contributed to Nebraska 
improving one place overall, from 30th to 
29th.

New Mexico
Alone among states, New Mexico used 
recent revenue growth to facilitate a state 
sales tax rate reduction, from 5.125 to 
5.0 percent. New Mexico’s sales tax is a 
hybrid tax, which the state calls a gross 
receipts tax, with an overly broad base 
that includes more business-to-business 
transactions than most states’ sales taxes. 
Combined with a modest improvement in 

unemployment insurance taxes relative 
to changes in other states, this rate cut 
propelled New Mexico five places on the 
Index, from 27th to 22nd overall.

Oklahoma
In a tax package that may be just the 
beginning, Oklahoma trimmed its top 
marginal individual income tax rate from 5 
to 4.75 percent, cut the corporate rate from 
6 to 4 percent (tied for second lowest), 
and became the first state to make its 
full expensing policy permanent. Since 
Oklahoma already had full expensing, 
the latter policy does not impact the 
state’s score for now, but with federal 
bonus depreciation scheduled to phase 
down beginning in 2023, if other states 
do not make their own adjustments, their 
provisions will become less generous while 
Oklahoma’s pro-investment policies remain 
intact. Oklahoma improved five places on 
the Index, from 28th to 23rd.

South Carolina
South Carolina income tax reforms—
retroactive to the first of the year—reduced 
the top rate from 7.0 to 6.5 percent while 
consolidating several brackets. The state 
has long had the highest top rate in the 
southeast, and while it maintains that 
distinction under this recent rate reduction, 
the gap between South Carolina and 
its neighbors has narrowed. The state 
improved two places on the Index, from 
33rd to 31st, with further improvements 
anticipated in future years as the tax rate 
continues to phase down.
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TABLE 2.

 State Business Tax Climate Index (2014–2023)

Prior Year Ranks 2022 2023
2022-2023 

Change

State 2014 2015 2016 2017 2018 2019 2020 2021 Rank Score Rank Score Rank Score
Alabama 40 40 41 38 39 41 40 40 39 4.57 41 4.56 -2 -0.01
Alaska 4 4 3 3 3 3 3 3 3 7.25 3 7.23 0 -0.02
Arizona 27 26 23 24 24 23 22 23 24 5.10 19 5.26 5 0.16
Arkansas 41 42 45 42 43 46 44 46 43 4.50 40 4.57 3 0.07
California 48 48 48 48 49 48 48 48 48 3.58 48 3.56 0 -0.02
Colorado 23 22 21 21 20 18 20 19 20 5.23 21 5.17 -1 -0.06
Connecticut 47 47 47 47 47 47 47 47 47 4.10 47 4.08 0 -0.02
Delaware 18 15 15 22 22 14 15 16 16 5.33 16 5.32 0 -0.01
Florida 5 5 4 4 4 4 4 4 4 6.91 4 6.85 0 -0.06
Georgia 28 30 33 31 30 34 31 28 29 5.01 32 4.99 -3 -0.02
Hawaii 38 38 36 32 33 39 38 38 41 4.53 43 4.51 -2 -0.02
Idaho 15 18 18 18 18 20 19 20 17 5.28 15 5.33 2 0.05
Illinois 33 36 28 25 29 35 36 36 36 4.77 36 4.78 0 0.01
Indiana 10 10 10 9 9 10 10 9 9 5.64 9 5.63 0 -0.01
Iowa 45 45 46 46 46 45 45 42 38 4.67 38 4.66 0 -0.01
Kansas 22 24 26 27 28 31 34 33 23 5.14 25 5.13 -2 -0.01
Kentucky 35 35 34 37 37 19 18 17 18 5.27 18 5.27 0 0.00
Louisiana 32 33 38 45 45 42 43 41 42 4.50 39 4.62 3 0.12
Maine 30 34 35 36 35 28 29 32 34 4.96 35 4.90 -1 -0.06
Maryland 39 39 40 41 40 40 42 44 46 4.25 46 4.28 0 0.03
Massachusetts 26 28 27 28 25 30 35 35 35 4.93 34 4.95 1 0.02
Michigan 11 12 13 13 13 13 12 13 12 5.58 12 5.57 0 -0.01
Minnesota 46 46 44 44 44 44 46 45 45 4.37 45 4.35 0 -0.02
Mississippi 25 27 29 29 27 27 28 30 31 5.00 30 5.00 1 0.00
Missouri 14 16 19 15 15 15 14 11 11 5.60 11 5.59 0 -0.01
Montana 6 6 6 6 6 5 5 5 5 6.07 5 6.08 0 0.01
Nebraska 36 29 30 30 34 25 27 29 30 5.00 29 5.02 1 0.02
Nevada 3 3 5 5 5 6 7 7 6 5.94 7 5.93 -1 -0.01
New Hampshire 8 7 7 7 7 7 6 6 7 5.93 6 5.96 1 0.03
New Jersey 49 49 50 49 50 50 50 50 50 3.36 50 3.37 0 0.01
New Mexico 21 23 24 26 26 24 24 21 27 5.07 22 5.16 5 0.09
New York 50 50 49 50 48 49 49 49 49 3.50 49 3.45 0 -0.05
North Carolina 31 11 12 11 10 11 11 10 10 5.61 10 5.60 0 -0.01
North Dakota 19 19 17 17 17 16 17 18 19 5.26 17 5.29 2 0.03
Ohio 42 41 42 39 41 37 37 37 37 4.72 37 4.72 0 0.00
Oklahoma 20 21 22 20 21 26 26 25 28 5.06 23 5.15 5 0.09
Oregon 9 9 9 10 11 9 8 15 22 5.15 24 5.14 -2 -0.01
Pennsylvania 37 37 37 33 36 36 33 34 32 5.00 33 4.99 -1 -0.01
Rhode Island 44 43 39 40 38 38 39 39 40 4.54 42 4.54 -2 0.00
South Carolina 29 31 31 34 32 32 32 31 33 4.97 31 5.00 2 0.03
South Dakota 2 2 2 2 2 2 2 2 2 7.48 2 7.49 0 0.01
Tennessee 24 25 25 23 23 29 30 26 14 5.45 14 5.44 0 -0.01
Texas 12 13 11 12 12 12 13 12 13 5.55 13 5.51 0 -0.04
Utah 7 8 8 8 8 8 9 8 8 5.64 8 5.64 0 0.00
Vermont 43 44 43 43 42 43 41 43 44 4.47 44 4.44 0 -0.03
Virginia 16 17 20 19 19 21 23 24 25 5.09 26 5.07 -1 -0.02
Washington 13 14 14 14 14 17 16 14 15 5.38 28 5.03 -13 -0.35
West Virginia 17 20 16 16 16 22 21 22 21 5.18 20 5.21 1 0.03
Wisconsin 34 32 32 35 31 33 25 27 26 5.07 27 5.07 -1 0.00
Wyoming 1 1 1 1 1 1 1 1 1 7.77 1 7.76 0 -0.01
District of Columbia 47 48 47 48 48 47 47 48 48 3.86 48 3.75 0 -0.11
Note: A rank of 1 is best, 50 is worst. All scores are for fiscal years. D.C.’s score and rank do not affect other states.
Source: Tax Foundation.
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Washington
Washington experienced the worst slide 
in Index ranking this year, falling 13 places 
from 15th to 28th, primarily due to giving 
up its status as a state without an income 
tax. The state adopted a capital gains 
income tax on high earners that contains 

a sizeable marriage penalty and is not 
adjusted for inflation. Washington, with its 
unenviably aggressive gross receipts tax 
and high-rate sales tax, has always been 
buoyed on the Index by forgoing an income 
tax. With the loss of this distinctive, the 
state plummeted in our rankings.

RECENT AND SCHEDULED CHANGES NOT REFLECTED IN 
THE 2023 INDEX
Georgia
On January 1, 2024, Georgia will transition 
from a graduated individual income tax 
with a top rate of 5.75 percent to a flat 
tax structure with a rate of 5.49 percent. 
Per HB 1437, the rate could decrease 
to 4.99 percent by January 1, 2029, if 
certain revenue conditions are met, paired 
with substantial increases in personal 
exemptions.

Indiana
The Hoosier State will cut its flat individual 
income tax rate from 3.23 to 3.15 percent 
in 2023. If subsequent triggers are met, the 
rate could be reduced to 2.9 percent by 
2029.

Iowa
In Iowa, a comprehensive tax reform 
package will see the state’s high graduated 
rate income tax transformed into a flat 
tax of 3.9 percent, with the corporate 
income tax declining to 5.5 percent, among 
other reforms. These changes are not in 
effect in 2022, though 2023 will usher in 
a consolidation of the income tax to four 
brackets with a top marginal rate of 6.0 
percent, heading toward a flat rate tax in 
2026. These changes, which accelerate 
and build upon two previous rounds of tax 
reform, will dramatically improve Iowa’s 
ranking.

Kentucky
With the passage of HB 8, Kentucky will 
use revenue triggers to reduce its individual 
income tax by 0.5 percentage points in 
years in which the triggers are met. The use 
of these triggers could theoretically lead to 
the phaseout of the individual income tax 
in its entirety. However, even absent the 
elimination of the tax, rate reductions will 
bolster Kentucky’s score in future years.

Mississippi
Under HB 531, Mississippi will eliminate 
its current 4 percent individual income 
tax bracket on January 1, 2023. This will 
transition the state from a graduated 
income tax structure to a flat rate of 5 
percent. The flat rate is scheduled to 
decrease to 4.7 percent in 2024, 4.4 
percent in 2025, and finally 4 percent in 
2026.

Montana
Montana adopted structural reforms to 
both its individual and corporate income 
taxes in 2021, with the individual income 
tax rate seeing a modest reduction on 
January 1, 2022, which was not enough 
to change the state’s rank on the Index—
particularly given similar or larger cuts in 
many other states. In 2024, however, the 
seven brackets will be consolidated into 
two with a top rate of 6.5 percent, which is 

https://www.legis.ga.gov/legislation/62346
http://billstatus.ls.state.ms.us/2022/pdf/history/HB/HB0531.xml
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likely to yield a favorable ranking change. 
Although the lowest rate will rise to 4.7 
percent in 2024, conforming to the federal 
standard deduction in 2025 will yield 
tax savings for lower-income taxpayers. 
This law also doubles the bracket widths 
for married filers, thereby removing the 
marriage penalty that currently exists in the 
state’s income tax code.

New Hampshire
Currently, New Hampshire is the only 
state that does not impose a tax on wage 
or salary income but does levy a tax on 
interest and dividend income. Beginning 
in tax year 2023, the state will phase out 
this interest and dividends tax by one 
percentage point per year until it is fully 
repealed by 2027. This year, the state 
reduced the Business Profits Tax (BPT) 
from 7.7 to 7.6 percent and the Business 
Enterprise Tax (BET, a value-added tax) 
from 0.6 to 0.55 percent, though these 
changes were insufficient to result in an 
improvement in the state’s rank. The BPT 
will decline further, to 7.5 percent, in 2024.

Pennsylvania
Under legislation paired with the state 
budget, Pennsylvania will reduce the 
corporate net income tax rate from 9.99 
percent to 8.99 percent on January 1, 
2023. Each year thereafter the rate will 
decrease 0.5 percentage points until it 
reaches 4.99 percent at the beginning of 
2031, transforming the nation’s second-
highest corporate income tax rate into 
something much more competitive.

1 See U.S. Department of Labor, “Extended Mass Layoffs, First Quarter 2013 ,” Table 10, May 13, 2013.

INTRODUCTION
Taxation is inevitable, but the specifics of 
a state’s tax structure matter greatly. The 
measure of total taxes paid is relevant, but 
other elements of a state tax system can 
also enhance or harm the competitiveness 
of a state’s business environment. The State 
Business Tax Climate Index distills many 
complex considerations to an easy-to-
understand ranking. 

The modern market is characterized by 
mobile capital and labor, with all types 
of businesses, small and large, tending 
to locate where they have the greatest 
competitive advantage. The evidence 
shows that states with the best tax systems 
will be the most competitive at attracting 
new businesses and most effective at 
generating economic and employment 
growth. It is true that taxes are but one 
factor in business decision-making. Other 
concerns also matter–such as access to raw 
materials or infrastructure or a skilled labor 
pool–but a simple, sensible tax system can 
positively impact business operations with 
regard to these resources. Furthermore, 
unlike changes to a state’s health-care, 
transportation, or education systems, 
which can take decades to implement, 
changes to the tax code can quickly 
improve a state’s business climate. 

It is important to remember that even 
in our global economy, states’ stiffest 
competition often comes from other states. 
The Department of Labor reports that most 
mass job relocations are from one U.S. 
state to another rather than to a foreign 
location.1 Certainly, job creation is rapid 
overseas, as previously underdeveloped 
nations enter the world economy, though 
in the aftermath of federal tax reform, U.S. 
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businesses no longer face the third-highest corporate tax rate in the world, but rather one 
in line with averages for industrialized nations.2 State lawmakers are right to be concerned 
about how their states rank in the global competition for jobs and capital, but they need 
to be more concerned with companies moving from Detroit, Michigan, to Dayton, Ohio, 
than from Detroit to New Delhi, India. This means that state lawmakers must be aware 
of how their states’ business climates match up against their immediate neighbors and to 
other regional competitor states. 

Anecdotes about the impact of state tax systems on business investment are plentiful. 
In Illinois early last decade, hundreds of millions of dollars of capital investments were 
delayed when then-Governor Rod Blagojevich (D) proposed a hefty gross receipts tax.3 
Only when the legislature resoundingly defeated the bill did the investment resume. In 
2005, California-based Intel decided to build a multibillion-dollar chip-making facility in 
Arizona due to its favorable corporate income tax system.4 In 2010, Northrup Grumman 
chose to move its headquarters to Virginia over Maryland, citing the better business tax 
climate.5 In 2015, General Electric and Aetna threatened to decamp from Connecticut 
if the governor signed a budget that would increase corporate tax burdens, and General 
Electric actually did so.6 Anecdotes such as these reinforce what we know from economic 
theory: taxes matter to businesses, and those places with the most competitive tax 
systems will reap the benefits of business-friendly tax climates.

Tax competition is an unpleasant reality for state revenue and budget officials, but it is 
an effective restraint on state and local taxes. When a state imposes higher taxes than 
a neighboring state, businesses will cross the border to some extent. Therefore, states 
with more competitive tax systems score well in the Index because they are best suited to 
generate economic growth.

State lawmakers are mindful of their states’ business tax climates, but they are sometimes 
tempted to lure business with lucrative tax incentives and subsidies instead of broad-
based tax reform. This can be a dangerous proposition, as the example of Dell Computers 
and North Carolina illustrates. North Carolina agreed to $240 million worth of incentives 
to lure Dell to the state. Many of the incentives came in the form of tax credits from 
the state and local governments. Unfortunately, Dell announced in 2009 that it would 
be closing the plant after only four years of operations.7 A 2007 USA TODAY article 
chronicled similar problems other states have had with companies that receive generous 
tax incentives.8

Lawmakers make these deals under the banner of job creation and economic 
development, but the truth is that if a state needs to offer such packages, it is most likely 
covering for an undesirable business tax climate. A far more effective approach is the 
systematic improvement of the state’s business tax climate for the long term to improve 

2 Daniel Bunn, “Corporate Income Tax Rates Around the World, 2018,” Tax Foundation, Nov. 27, 2018, https://taxfoundation.org/
publications/corporate-tax-rates-around-the-world/. 

3 Editorial, “Scale it back, Governor,” Chicago Tribune, March 23, 2007.
4 Ryan Randazzo, Edythe Jenson, and Mary Jo Pitzl, “Cathy Carter Blog: Chandler getting new $5 billion Intel facility,” AZCentral.com, Mar. 

6, 2013.
5 Dana Hedgpeth and Rosalind Helderman, “Northrop Grumman decides to move headquarters to Northern Virginia,” The Washington Post, 

April 27, 2010. 
6 Susan Haigh, “Connecticut House Speaker: Tax ‘mistakes’ made in budget,” Associated Press, Nov. 5, 2015.
7 Austin Mondine, “Dell cuts North-Carolina plant despite $280m sweetener,” TheRegister.co.uk, Oct. 8, 2009.
8 Dennis Cauchon, “Business Incentives Lose Luster for States,” USA TODAY, Aug. 22, 2007. 

https://taxfoundation.org/publications/corporate-tax-rates-around-the-world/
https://taxfoundation.org/publications/corporate-tax-rates-around-the-world/
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the state’s competitiveness. When assessing which changes to make, lawmakers need to 
remember two rules:

1. Taxes matter to business. Business taxes affect business decisions, job creation 
and retention, plant location, competitiveness, the transparency of the tax system, 
and the long-term health of a state’s economy. Most importantly, taxes diminish 
profits. If taxes take a larger portion of profits, that cost is passed along to either 
consumers (through higher prices), employees (through lower wages or fewer jobs), 
shareholders (through lower dividends or share value), or some combination of 
the above. Thus, a state with lower tax costs will be more attractive to business 
investment and more likely to experience economic growth.

2. States do not enact tax changes (increases or cuts) in a vacuum. Every tax law 
will in some way change a state’s competitive position relative to its immediate 
neighbors, its region, and even globally. Ultimately, it will affect the state’s national 
standing as a place to live and to do business. Entrepreneurial states can take 
advantage of the tax increases of their neighbors to lure businesses out of high-tax 
states. 

To some extent, tax-induced economic distortions are a fact of life, but policymakers 
should strive to maximize the occasions when businesses and individuals are guided by 
business principles and minimize those cases where economic decisions are influenced, 
micromanaged, or even dictated by a tax system. The more riddled a tax system is with 
politically motivated preferences, the less likely it is that business decisions will be made 
in response to market forces. The Index rewards those states that minimize tax-induced 
economic distortions.

Ranking the competitiveness of 50 very different tax systems presents many challenges, 
especially when a state dispenses with a major tax entirely. Should Indiana’s tax system, 
which includes three relatively neutral taxes on sales, individual income, and corporate 
income, be considered more or less competitive than Alaska’s tax system, which includes a 
particularly burdensome corporate income tax but no statewide tax on individual income 
or sales? 

The Index deals with such questions by comparing the states on more than 120 variables 
in the five major areas of taxation (corporate taxes, individual income taxes, sales taxes, 
unemployment insurance taxes, and property taxes) and then adding the results to yield a 
final, overall ranking. This approach rewards states on particularly strong aspects of their 
tax systems (or penalizes them on particularly weak aspects), while measuring the general 
competitiveness of their overall tax systems. The result is a score that can be compared to 
other states’ scores. Ultimately, both Alaska and Indiana score well. 
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Literature Review

Economists have not always agreed on how individuals and businesses react to taxes. 
As early as 1956, Charles Tiebout postulated that if citizens were faced with an array 
of communities that offered different types or levels of public goods and services at 
different costs or tax levels, then all citizens would choose the community that best 
satisfied their particular demands, revealing their preferences by “voting with their 
feet.” Tiebout’s article is the seminal work on the topic of how taxes affect the location 
decisions of taxpayers. 

Tiebout suggested that citizens with high demands for public goods would concentrate 
in communities with high levels of public services and high taxes while those with low 
demands would choose communities with low levels of public services and low taxes. 
Competition among jurisdictions results in a variety of communities, each with residents 
who all value public services similarly. 

However, businesses sort out the costs and benefits of taxes differently from individuals. 
For businesses, which can be more mobile and must earn profits to justify their existence, 
taxes reduce profitability. Theoretically, businesses could be expected to be more 
responsive than individuals to the lure of low-tax jurisdictions. Research suggests that 
corporations engage in “yardstick competition,” comparing the costs of government 
services across jurisdictions. Shleifer (1985) first proposed comparing regulated franchises 
in order to determine efficiency. Salmon (1987) extended Shleifer’s work to look at 
subnational governments. Besley and Case (1995) showed that “yardstick competition” 
affects voting behavior, and Bosch and Sole-Olle (2006) further confirmed the results 
found by Besley and Case. Tax changes that are out of sync with neighboring jurisdictions 
will impact voting behavior. 

The economic literature over the past 50 years has slowly cohered around this hypothesis. 
Ladd (1998) summarizes the post-World War II empirical tax research literature in an 
excellent survey article, breaking it down into three distinct periods of differing ideas 
about taxation: (1) taxes do not change behavior; (2) taxes may or may not change 
business behavior depending on the circumstances; and (3) taxes definitely change 
behavior. 

Period one, with the exception of Tiebout, included the 1950s, 1960s, and 1970s 
and is summarized succinctly in three survey articles: Due (1961), Oakland (1978), 
and Wasylenko (1981). Due’s was a polemic against tax giveaways to businesses, and 
his analytical techniques consisted of basic correlations, interview studies, and the 
examination of taxes relative to other costs. He found no evidence to support the notion 
that taxes influence business location. Oakland was skeptical of the assertion that tax 
differentials at the local level had no influence at all. However, because econometric 
analysis was relatively unsophisticated at the time, he found no significant articles 
to support his intuition. Wasylenko’s survey of the literature found some of the first 
evidence indicating that taxes do influence business location decisions. However, the 
statistical significance was lower than that of other factors such as labor supply and 
agglomeration economies. Therefore, he dismissed taxes as a secondary factor at most. 
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Period two was a brief transition during the early- to mid-1980s. This was a time of great 
ferment in tax policy as Congress passed major tax bills, including the so-called Reagan 
tax cut in 1981 and a dramatic reform of the federal tax code in 1986. Articles revealing 
the economic significance of tax policy proliferated and became more sophisticated. 
For example, Wasylenko and McGuire (1985) extended the traditional business location 
literature to nonmanufacturing sectors and found, “Higher wages, utility prices, personal 
income tax rates, and an increase in the overall level of taxation discourage employment 
growth in several industries.” However, Newman and Sullivan (1988) still found a mixed 
bag in “their observation that significant tax effects [only] emerged when models were 
carefully specified.” 

Ladd was writing in 1998, so her “period three” started in the late 1980s and continued up 
to 1998, when the quantity and quality of articles increased significantly. Articles that fit 
into period three begin to surface as early as 1985, as Helms (1985) and Bartik (1985) put 
forth forceful arguments based on empirical research that taxes guide business decisions. 
Helms concluded that a state’s ability to attract, retain, and encourage business activity 
is significantly affected by its pattern of taxation. Furthermore, tax increases significantly 
retard economic growth when the revenue is used to fund transfer payments. Bartik 
concluded that the conventional view that state and local taxes have little effect on 
business is false. 

Papke and Papke (1986) found that tax differentials among locations may be an important 
business location factor, concluding that consistently high business taxes can represent 
a hindrance to the location of industry. Interestingly, they use the same type of after-tax 
model used by Tannenwald (1996), who reaches a different conclusion. 

Bartik (1989) provides strong evidence that taxes have a negative impact on business 
start-ups. He finds specifically that property taxes, because they are paid regardless of 
profit, have the strongest negative effect on business. Bartik’s econometric model also 
predicts tax elasticities of -0.1 to -0.5 that imply a 10 percent cut in tax rates will increase 
business activity by 1 to 5 percent. Bartik’s findings, as well as those of Mark, McGuire, 
and Papke (2000), and ample anecdotal evidence of the importance of property taxes, 
buttress the argument for inclusion of a property index devoted to property-type taxes in 
the Index. 

By the early 1990s, the literature had expanded sufficiently for Bartik (1991) to identify 
57 studies on which to base his literature survey. Ladd succinctly summarizes Bartik’s 
findings: 

The large number of studies permitted Bartik to take a different approach 
from the other authors. Instead of dwelling on the results and limitations 
of each individual study, he looked at them in the aggregate and in groups. 
Although he acknowledged potential criticisms of individual studies, he 
convincingly argued that some systematic flaw would have to cut across all 
studies for the consensus results to be invalid. In striking contrast to previous 
reviewers, he concluded that taxes have quite large and significant effects on 
business activity. 
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Ladd’s “period three” surely continues to this day. Agostini and Tulayasathien (2001) 
examined the effects of corporate income taxes on the location of foreign direct 
investment in U.S. states. They determined that for “foreign investors, the corporate tax 
rate is the most relevant tax in their investment decision.” Therefore, they found that 
foreign direct investment was quite sensitive to states’ corporate tax rates. 

Mark, McGuire, and Papke (2000) found that taxes are a statistically significant factor 
in private-sector job growth. Specifically, they found that personal property taxes and 
sales taxes have economically large negative effects on the annual growth of private 
employment. 

Harden and Hoyt (2003) point to Phillips and Gross (1995) as another study contending 
that taxes impact state economic growth, and they assert that the consensus among 
recent literature is that state and local taxes negatively affect employment levels. Harden 
and Hoyt conclude that the corporate income tax has the most significant negative impact 
on the rate of growth in employment. 

Gupta and Hofmann (2003) regressed capital expenditures against a variety of factors, 
including weights of apportionment formulas, the number of tax incentives, and burden 
figures. Their model covered 14 years of data and determined that firms tend to locate 
property in states where they are subject to lower income tax burdens. Furthermore, 
Gupta and Hofmann suggest that throwback requirements are the most influential on the 
location of capital investment, followed by apportionment weights and tax rates, and that 
investment-related incentives have the least impact. 

Other economists have found that taxes on specific products can produce behavioral 
results similar to those that were found in these general studies. For example, Fleenor 
(1998) looked at the effect of excise tax differentials between states on cross-border 
shopping and the smuggling of cigarettes. Moody and Warcholik (2004) examined the 
cross-border effects of beer excises. Their results, supported by the literature in both 
cases, showed significant cross-border shopping and smuggling between low-tax states 
and high-tax states. 

Fleenor found that shopping areas sprouted in counties of low-tax states that shared 
a border with a high-tax state, and that approximately 13.3 percent of the cigarettes 
consumed in the United States during FY 1997 were procured via some type of cross-
border activity. Similarly, Moody and Warcholik found that in 2000, 19.9 million cases of 
beer, on net, moved from low- to high-tax states. This amounted to some $40 million in 
sales and excise tax revenue lost in high-tax states. 

Although the literature has largely congealed around a general consensus that taxes are 
a substantial factor in the decision-making process for businesses, disputes remain, and 
some scholars are unconvinced. 

Based on a substantial review of the literature on business climates and taxes, Wasylenko 
(1997) concludes that taxes do not appear to have a substantial effect on economic 
activity among states. However, his conclusion is premised on there being few significant 
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differences in state tax systems. He concedes that high-tax states will lose economic 
activity to average or low-tax states “as long as the elasticity is negative and significantly 
different from zero.” Indeed, he approvingly cites a State Policy Reports article that 
finds that the highest-tax states, such as Minnesota, Wisconsin, and New York, have 
acknowledged that high taxes may be responsible for the low rates of job creation in 
those states.9 

Wasylenko’s rejoinder is that policymakers routinely overestimate the degree to which 
tax policy affects business location decisions and that as a result of this misperception, 
they respond readily to public pressure for jobs and economic growth by proposing lower 
taxes. According to Wasylenko, other legislative actions are likely to accomplish more 
positive economic results because in reality, taxes do not drive economic growth. 

However, there is ample evidence that states compete for businesses using their tax 
systems. A recent example comes from Illinois, where in early 2011 lawmakers passed 
two major tax increases. The individual income tax rate increased from 3 percent to 5 
percent, and the corporate income tax rate rose from 7.3 percent to 9.5 percent.10 The 
result was that many businesses threatened to leave the state, including some very high-
profile Illinois companies such as Sears and the Chicago Mercantile Exchange. By the end 
of the year, lawmakers had cut deals with both firms, totaling $235 million over the next 
decade, to keep them from leaving the state.11 

A new literature review, Kleven et al. (2019), summarizes recent evidence for tax-driven 
migration. Meanwhile, Giroud and Rauh (2019) use microdata on multistate firms to 
estimate the impact of state taxes on business activity, and find that C corporation 
employment and establishments have short-run corporate tax elasticities of -0.4 to 
-0.5, while pass-through entities show elasticities of -0.2 to -0.4, meaning that, for each 
percentage-point increase in the rate, employment decreases by 0.4 to 0.5 percent for C 
corporations subject to the corporate income tax, and by 0.2 to 0.4 percent within pass-
through businesses subject to the individual income tax. 

Measuring the Impact of Tax Differentials 

Some recent contributions to the literature on state taxation criticize business and tax 
climate studies in general.12 Authors of such studies contend that comparative reports like 
the State Business Tax Climate Index do not take into account those factors which directly 
impact a state’s business climate. However, a careful examination of these criticisms 
reveals that the authors believe taxes are unimportant to businesses and therefore 
dismiss the studies as merely being designed to advocate low taxes. 

9 State Policy Reports, Vol. 12, No. 11, Issue 1, p. 9, June 1994. 
10 Both rate increases had a temporary component and were allowed to partially expire before legislators overrode a gubernatorial veto to 

increase rates above where they would have been should they have been allowed to sunset.
11 Benjamin Yount, “Tax increase, impact, dominate Illinois Capitol in 2011,” Illinois Statehouse News, Dec. 27, 2011. 
12 A trend in tax literature throughout the 1990s was the increasing use of indices to measure a state’s general business climate. These 

include the Center for Policy and Legal Studies’ Economic Freedom in America’s 50 States: A 1999 Analysis and the Beacon Hill Institute’s 
State Competitiveness Report 2001. Such indexes even exist on the international level, including the Heritage Foundation and The Wall 
Street Journal’s 2004 Index of Economic Freedom. Plaut and Pluta (1983) examined the use of business climate indices as explanatory 
variables for business location movements. They found that such general indices do have a significant explanatory power, helping to 
explain, for example, why businesses have moved from the Northeast and Midwest toward the South and Southwest. In turn, they also 
found that high taxes have a negative effect on employment growth. 
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Peter Fisher’s Grading Places: What Do the Business Climate Rankings Really Tell Us? 
now published by Good Jobs First, criticizes four indices: The U.S. Business Policy 
Index published by the Small Business and Entrepreneurship Council, Beacon Hill’s 
Competitiveness Report, the American Legislative Exchange Council’s Rich States, Poor 
States, and this study. The first edition also critiqued the Cato Institute’s Fiscal Policy 
Report Card and the Economic Freedom Index by the Pacific Research Institute. In the 
report’s first edition, published before Fisher summarized his objections: “The underlying 
problem with the … indexes, of course, is twofold: none of them actually do a very good 
job of measuring what it is they claim to measure, and they do not, for the most part, 
set out to measure the right things to begin with” (Fisher 2005). In the second edition, 
he identified three overarching questions: (1) whether the indices included relevant 
variables, and only relevant variables; (2) whether these variables measured what they 
purport to measure; and (3) how the index combines these measures into a single index 
number (Fisher 2013). Fisher’s primary argument is that if the indexes did what they 
purported to do, then all five would rank the states similarly. 

Fisher’s conclusion holds little weight because the five indices serve such dissimilar 
purposes, and each group has a different area of expertise. There is no reason to believe 
that the Tax Foundation’s Index, which depends entirely on state tax laws, would rank the 
states in the same or similar order as an index that includes crime rates, electricity costs, 
and health care (the Small Business and Entrepreneurship Council’s Small Business Survival 
Index), or infant mortality rates and the percentage of adults in the workforce (Beacon 
Hill’s State Competitiveness Report), or charter schools, tort reform, and minimum wage 
laws (the Pacific Research Institute’s Economic Freedom Index). 

The Tax Foundation’s State Business Tax Climate Index is an indicator of which states’ 
tax systems are the most hospitable to business and economic growth. The Index does 
not purport to measure economic opportunity or freedom, or even the broad business 
climate, but rather the narrower business tax climate, and its variables reflect this focus. 
We do so not only because the Tax Foundation’s expertise is in taxes, but because every 
component of the Index is subject to immediate change by state lawmakers. It is by no 
means clear what the best course of action is for state lawmakers who want to thwart 
crime, for example, either in the short or long term, but they can change their tax codes 
now. Contrary to Fisher’s 1970s view that the effects of taxes are “small or non-existent,” 
our study reflects strong evidence that business decisions are significantly impacted by 
tax considerations. 

Although Fisher does not feel tax climates are important to states’ economic growth, 
other authors contend the opposite. Bittlingmayer, Eathington, Hall, and Orazem (2005) 
find in their analysis of several business climate studies that a state’s tax climate does 
affect its economic growth rate and that several indices are able to predict growth. 
Specifically, they concluded, “The State Business Tax Climate Index explains growth 
consistently.” This finding was confirmed by Anderson (2006) in a study for the Michigan 
House of Representatives, and more recently by Kolko, Neumark, and Mejia (2013), 
who, in an analysis of the ability of 10 business climate indices to predict economic 
growth, concluded that the State Business Tax Climate Index yields “positive, sizable, and 
statistically significant estimates for every specification” they measured, and specifically 
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cited the Index as one of two business climate indices (out of 10) with particularly strong 
and robust evidence of predictive power. 

Bittlingmayer et al. also found that relative tax competitiveness matters, especially at the 
borders, and therefore, indices that place a high premium on tax policies do a better job 
of explaining growth. They also observed that studies focused on a single topic do better 
at explaining economic growth at borders. Lastly, the article concludes that the most 
important elements of the business climate are tax and regulatory burdens on business 
(Bittlingmayer et al. 2005). These findings support the argument that taxes impact 
business decisions and economic growth, and they support the validity of the Index. 

Fisher and Bittlingmayer et al. hold opposing views about the impact of taxes on 
economic growth. Fisher finds support from Robert Tannenwald, formerly of the Boston 
Federal Reserve, who argues that taxes are not as important to businesses as public 
expenditures. Tannenwald compares 22 states by measuring the after-tax rate of return to 
cash flow of a new facility built by a representative firm in each state. This very different 
approach attempts to compute the marginal effective tax rate of a hypothetical firm and 
yields results that make taxes appear trivial. 

The taxes paid by businesses should be a concern to everyone because they are ultimately 
borne by individuals through lower wages, increased prices, and decreased shareholder 
value. States do not institute tax policy in a vacuum. Every change to a state’s tax system 
makes its business tax climate more or less competitive compared to other states and 
makes the state more or less attractive to business. Ultimately, anecdotal and empirical 
evidence, along with the cohesion of recent literature around the conclusion that taxes 
matter a great deal to business, show that the Index is an important and useful tool for 
policymakers who want to make their states’ tax systems welcoming to business. 

METHODOLOGY
The Tax Foundation’s State Business Tax Climate Index is a hierarchical structure built from 
five components: 

 • Individual Income Tax 
 • Sales Tax 
 • Corporate Income Tax
 • Property Tax 
 • Unemployment Insurance Tax

Using the economic literature as our guide, we designed these five components to score 
each state’s business tax climate on a scale of 0 (worst) to 10 (best). Each component is 
devoted to a major area of state taxation and includes numerous variables. Overall, there 
are 125 variables measured in this report. 
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The five components are not weighted equally, as they are in some indices. Rather, each 
component is weighted based on the variability of the 50 states’ scores from the mean. 
The standard deviation of each component is calculated and a weight for each component 
is created from that measure. The result is a heavier weighting of those components with 
greater variability. The weighting of each of the five major components is: 

30.6% — Individual Income Tax 
23.5% — Sales Tax 
21.1% — Corporate Tax
15.0% — Property Tax 
9.8% — Unemployment Insurance Tax

This improves the explanatory power of the State Business Tax Climate Index as a whole 
because components with higher standard deviations are those areas of tax law where 
some states have significant competitive advantages. Businesses that are comparing 
states for new or expanded locations must give greater emphasis to tax climates when 
the differences are large. On the other hand, components in which the 50 state scores 
are clustered together, closely distributed around the mean, are those areas of tax law 
where businesses are more likely to de-emphasize tax factors in their location decisions. 
For example, Delaware is known to have a significant advantage in sales tax competition, 
because its tax rate of zero attracts businesses and shoppers from all over the Mid-
Atlantic region. That advantage and its drawing power increase every time another state 
raises its sales tax. 

In contrast with this variability in state sales tax rates, unemployment insurance tax 
systems are similar around the nation, so a small change in one state’s law could change its 
component ranking dramatically. 

Within each component are two equally weighted subindices devoted to measuring the 
impact of the tax rates and the tax bases. Each subindex is composed of one or more 
variables. There are two types of variables: scalar variables and dummy variables. A scalar 
variable is one that can have any value between 0 and 10. If a subindex is composed only 
of scalar variables, then they are weighted equally. A dummy variable is one that has only 
a value of 0 or 1. For example, a state either indexes its brackets for inflation or does not. 
Mixing scalar and dummy variables within a subindex is problematic because the extreme 
valuation of a dummy can overly influence the results of the subindex. To counter this 
effect, the Index generally weights scalar variables at 80 percent and dummy variables at 
20 percent. 

Relative versus Absolute Indexing

The State Business Tax Climate Index is designed as a relative index rather than an absolute 
or ideal index. In other words, each variable is ranked relative to the variable’s range in 
other states. The relative scoring scale is from 0 to 10, with zero meaning not “worst 
possible” but rather worst among the 50 states. 
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Many states’ tax rates are so close to each other that an absolute index would not provide 
enough information about the differences among the states’ tax systems, especially for 
pragmatic business owners who want to know which states have the best tax system in 
each region. 

Comparing States without a Tax. One problem associated with a relative scale is that 
it is mathematically impossible to compare states with a given tax to states that do not 
have the tax. As a zero rate is the lowest possible rate and the most neutral base, since it 
creates the most favorable tax climate for economic growth, those states with a zero rate 
on individual income, corporate income, or sales gain an immense competitive advantage. 
Therefore, states without a given tax generally receive a 10, and the Index measures all 
the other states against each other. 

Three notable exceptions to this rule exist. The first is in Washington, Tennessee, and 
Texas, which do not have taxes on wage income but do apply their gross receipts taxes to 
S corporations. (Washington and Texas also apply these to limited liability corporations.) 
Because these entities are generally taxed through the individual code, these three states 
do not score perfectly in the individual income tax component. The second exception is 
found in Nevada, where a payroll tax (for purposes other than unemployment insurance) is 
also included in the individual income tax component. The final exception is in zero sales 
tax states–Alaska, Montana, New Hampshire, Oregon, and Delaware–which do not have 
general sales taxes but still do not score a perfect 10 in that component section because 
of excise taxes on gasoline, beer, spirits, and cigarettes, which are included in that section. 
Alaska, moreover, forgoes a state sales tax, but does permit local option sales taxes.

Normalizing Final Scores. Another problem with using a relative scale within the 
components is that the average scores across the five components vary. This alters the 
value of not having a given tax across major indices. For example, the unadjusted average 
score of the corporate income tax component is 6.70 while the average score of the sales 
tax component is 5.40. 

In order to solve this problem, scores on the five major components are “normalized,” 
which brings the average score for all of them to 5.00, excluding states that do not have 
the given tax. This is accomplished by multiplying each state’s score by a constant value. 

Once the scores are normalized, it is possible to compare states across indices. For 
example, because of normalization, it is possible to say that Connecticut’s score of 5.10 on 
corporate income taxes is better than its score of 4.80 on the sales tax.

Time Frame Measured by the Index (Snapshot Date)

Starting with the 2006 edition, the Index has measured each state’s business tax climate 
as it stands at the beginning of the standard state fiscal year, July 1. Therefore, this 
edition is the 2023 Index and represents the tax climate of each state as of July 1, 2022, 
the first day of fiscal year 2023 for most states. 
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District of Columbia

The District of Columbia (D.C.) is only included as an exhibit and its scores and “phantom 
ranks” offered do not affect the scores or ranks of other states. 

Past Rankings and Scores

This report includes 2014-2022 Index rankings that can be used for comparison with the 
2023 rankings and scores. These can differ from previously published Index rankings 
and scores due to the enactment of retroactive statutes, backcasting of the above 
methodological changes, and corrections to variables brought to our attention since the 
last report was published. The scores and rankings in this report are definitive. 

CORPORATE TAX
This component measures the impact of each state’s principal tax on business activities 
and accounts for 21.1 percent of each state’s total score. It is well established that the 
extent of business taxation can affect a business’s level of economic activity within a 
state. For example, Newman (1982) found that differentials in state corporate income 
taxes were a major factor influencing the movement of industry to Southern states. Two 
decades later, with global investment greatly expanded, Agostini and Tulayasathien (2001) 
determined that a state’s corporate tax rate is the most relevant tax in the investment 
decisions of foreign investors. 

Most states levy standard corporate income taxes on profit (gross receipts minus 
expenses). Some states, however, problematically impose taxes on the gross receipts 
of businesses with few or no deductions for expenses. Between 2005 and 2010, for 
example, Ohio phased in the Commercial Activities Tax (CAT), which has a rate of 0.26 
percent. Washington has the Business and Occupation (B&O) Tax, which is a multi-rate 
tax (depending on industry) on the gross receipts of Washington businesses. Delaware 
has a similar Manufacturers’ and Merchants’ License Tax, as does Tennessee with its 
Business Tax, Virginia with its locally-levied Business/Professional/Occupational License 
(BPOL) tax, and West Virginia with its local Business & Occupation (B&O) tax. Texas also 
added the Margin Tax, a complicated gross receipts tax, in 2007, Nevada adopted the 
gross receipts-based multi-rate Commerce Tax in 2015, and Oregon implemented a new 
modified gross receipts tax in 2020. However, in 2011, Michigan passed a significant 
corporate tax reform that eliminated the state’s modified gross receipts tax and replaced 
it with a 6 percent corporate income tax, effective January 1, 2012.13 The previous tax 
had been in place since 2007, and Michigan’s repeal followed others in Kentucky (2006) 
and New Jersey (2006). Several states contemplated gross receipts taxes in 2017, but 
none were adopted.

13 See Mark Robyn, “Michigan Implements Positive Corporate Tax Reform,” Tax Foundation, Feb. 10, 2012. 
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TABLE 3.

Corporate Tax Component of the State Business Tax Climate Index (2014–2023)

Prior Year Ranks 2022 2023
2022-2023 

Change

State 2014 2015 2016 2017 2018 2019 2020 2021 Rank Score Rank Score Rank Score
Alabama 23 24 22 14 21 22 23 23 17 5.53 18 5.52 -1 -0.01
Alaska 25 26 26 25 26 25 25 25 27 5.10 28 5.09 -1 -0.01
Arizona 22 22 20 19 14 16 21 22 23 5.31 23 5.29 0 -0.02
Arkansas 36 36 38 38 38 39 33 33 29 4.90 29 4.96 0 0.06
California 29 31 33 32 31 37 27 27 46 4.06 46 4.05 0 -0.01
Colorado 19 13 15 18 18 6 7 9 6 6.03 7 6.00 -1 -0.03
Connecticut 27 29 31 31 30 33 26 26 26 5.10 27 5.09 -1 -0.01
Delaware 50 50 50 50 50 50 50 50 50 2.41 50 2.41 0 0.00
Florida 13 14 16 19 19 11 9 6 7 5.99 10 5.77 -3 -0.22
Georgia 9 10 10 11 10 8 6 7 8 5.92 8 5.90 0 -0.02
Hawaii 5 5 4 6 11 12 17 19 19 5.48 19 5.46 0 -0.02
Idaho 17 21 21 23 23 27 28 28 28 5.02 26 5.10 2 0.08
Illinois 43 44 32 24 35 36 35 35 38 4.48 38 4.47 0 -0.01
Indiana 28 27 23 22 22 19 11 12 11 5.75 11 5.74 0 -0.01
Iowa 48 48 48 48 48 46 48 46 33 4.86 34 4.85 -1 -0.01
Kansas 35 35 37 37 37 31 34 30 21 5.39 21 5.38 0 -0.01
Kentucky 24 25 25 26 24 15 13 15 15 5.62 15 5.60 0 -0.02
Louisiana 16 20 35 39 39 34 36 34 34 4.76 32 4.87 2 0.11
Maine 41 42 41 40 40 32 37 36 35 4.59 35 4.58 0 -0.01
Maryland 14 15 17 21 20 26 31 32 32 4.87 33 4.86 -1 -0.01
Massachusetts 32 34 36 35 34 38 38 37 36 4.56 36 4.55 0 -0.01
Michigan 8 8 8 9 8 13 18 20 20 5.44 20 5.42 0 -0.02
Minnesota 40 40 42 42 41 43 45 43 43 4.15 43 4.13 0 -0.02
Mississippi 10 11 12 12 12 14 10 13 13 5.66 13 5.64 0 -0.02
Missouri 4 4 3 5 5 4 3 3 3 6.79 3 6.77 0 -0.02
Montana 15 16 18 13 13 9 20 21 22 5.35 22 5.34 0 -0.01
Nebraska 34 28 27 27 27 28 30 31 31 4.88 30 4.92 1 0.04
Nevada 1 1 24 33 32 21 24 24 25 5.19 25 5.18 0 -0.01
New Hampshire 47 47 47 47 43 45 42 44 44 4.10 44 4.10 0 0.00
New Jersey 37 37 39 41 44 49 49 48 48 3.51 48 3.50 0 -0.01
New Mexico 33 33 30 29 25 23 22 11 12 5.74 12 5.72 0 -0.02
New York 21 19 11 8 7 18 14 16 24 5.21 24 5.19 0 -0.02
North Carolina 26 23 7 4 3 3 4 4 4 6.17 5 6.15 -1 -0.02
North Dakota 20 18 14 16 16 17 19 8 9 5.91 9 5.90 0 -0.01
Ohio 45 43 46 46 47 42 41 40 39 4.44 39 4.43 0 -0.01
Oklahoma 11 9 9 10 9 20 8 10 10 5.82 4 6.20 6 0.38
Oregon 30 32 34 34 33 29 32 49 49 2.80 49 2.79 0 -0.01
Pennsylvania 42 41 43 43 42 44 44 42 42 4.16 42 4.15 0 -0.01
Rhode Island 38 38 29 30 29 35 40 39 40 4.41 40 4.39 0 -0.02
South Carolina 12 12 13 15 15 5 5 5 5 6.07 6 6.05 -1 -0.02
South Dakota 1 1 1 1 1 1 1 1 1 10.00 1 10.00 0 0.00
Tennessee 44 45 44 44 45 48 47 45 45 4.08 45 4.07 0 -0.01
Texas 49 49 49 49 49 47 46 47 47 4.00 47 3.98 0 -0.02
Utah 6 6 5 3 4 7 12 14 14 5.63 14 5.63 0 0.00
Vermont 39 39 40 36 36 40 43 41 41 4.33 41 4.31 0 -0.02
Virginia 7 7 6 7 6 10 15 17 16 5.56 17 5.54 -1 -0.02
Washington 46 46 45 45 46 41 39 38 37 4.49 37 4.47 0 -0.02
West Virginia 18 17 19 17 17 24 16 18 18 5.48 16 5.60 2 0.12
Wisconsin 31 30 28 28 28 30 29 29 30 4.89 31 4.88 -1 -0.01
Wyoming 1 1 1 1 1 1 1 1 1 10.00 1 10.00 0 0.00
District of Columbia 37 37 37 26 26 24 27 27 28 5.05 29 5.04 -1 -0.01
Note: A rank of 1 is best, 50 is worst. All scores are for fiscal years. D.C.’s score and rank do not affect other states.
Source: Tax Foundation.
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Since gross receipts taxes and corporate income taxes are levied on different bases, we 
separately compare gross receipts taxes to each other, and corporate income taxes to 
each other, in the Index. 

For states with corporate income taxes, the corporate tax rate subindex is calculated by 
assessing three key areas: the top tax rate, the level of taxable income at which the top 
rate kicks in, and the number of brackets. States that levy neither a corporate income tax 
nor a gross receipts tax achieve a perfectly neutral system in regard to business income 
and thus receive a perfect score. 

States that do impose a corporate tax generally will score well if they have a low rate. 
States with a high rate or a complex and multiple-rate system score poorly. 

To calculate the parallel subindex for the corporate tax base, three broad areas are 
assessed: tax credits, treatment of net operating losses, and an “other” category that 
includes variables such as conformity to the Internal Revenue Code, protections against 
double taxation, and the taxation of “throwback” income, among others. States that score 
well on the corporate tax base subindex generally will have few business tax credits, 
generous carryback and carryforward provisions, deductions for net operating losses, 
conformity to the Internal Revenue Code, and provisions that alleviate double taxation. 

Corporate Tax Rate

The corporate tax rate subindex is designed to gauge how a state’s corporate income tax 
top marginal rate, bracket structure, and gross receipts rate affect its competitiveness 
compared to other states, as the extent of taxation can affect a business’s level of 
economic activity within a state (Newman 1982). 

A state’s corporate tax is levied in addition to the federal corporate income tax of 21 
percent, substantially reduced by the Tax Cuts and Jobs Act of 2017 from a graduated-
rate tax with a top rate of 35 percent, the highest rate among industrialized nations. Two 
states levy neither a corporate income tax nor a gross receipts tax: South Dakota and 
Wyoming. These states automatically score a perfect 10 on this subindex. Therefore, this 
section ranks the remaining 48 states relative to each other. 

Top Tax Rate. New Jersey’s 11.5 percent rate (including a temporary and retroactive 
surcharge from 2020 to 2023) qualifies for the worst ranking among states that levy 
one, followed by Pennsylvania’s 9.99 percent rate. Other states with comparatively high 
corporate income tax rates are Iowa and Minnesota (both at 9.8 percent), Alaska (9.4 
percent), Maine (8.93 percent), and California (8.84 percent). By contrast, North Carolina’s 
rate of 2.5 percent is the lowest nationally, followed by Missouri’s and Oklahoma’s (both 
at 4 percent), North Dakota’s at 4.31 percent, and Florida’s at 4.458 percent. Other states 
with comparatively low top corporate tax rates are Colorado (4.55 percent), Arizona and 
Indiana (both at 4.9 percent), Utah (4.95 percent), and Kentucky, Mississippi, and South 
Carolina, all at 5 percent. 

Graduated Rate Structure. Two variables are used to assess the economic drag created 
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by multiple-rate corporate income tax systems: the income level at which the highest 
tax rate starts to apply and the number of tax brackets. Twenty-nine states and the 
District of Columbia have single-rate systems, and they score best. Single-rate systems 
are consistent with the sound tax principles of simplicity and neutrality. In contrast to 
the individual income tax, there is no meaningful “ability to pay” concept in corporate 
taxation. Jeffery Kwall, the Kathleen and Bernard Beazley Professor of Law at Loyola 
University Chicago School of Law, notes that

graduated corporate rates are inequitable—that is, the size of a corporation 
bears no necessary relation to the income levels of the owners. Indeed, low-
income corporations may be owned by individuals with high incomes, and 
high-income corporations may be owned by individuals with low incomes.14 

A single-rate system minimizes the incentive for firms to engage in expensive, 
counterproductive tax planning to mitigate the damage of higher marginal tax rates that 
some states levy as taxable income rises.

The Top Bracket. This variable measures how soon a state’s tax system applies its highest 
corporate income tax rate. The highest score is awarded to a single-rate system that has 
one bracket that applies to the first dollar of taxable income. Next best is a two-bracket 
system where the top rate kicks in at a low level of income, since the lower the top rate 
kicks in, the more the system is like a flat tax. States with multiple brackets spread over a 
broad income spectrum are given the worst score. 

Number of Brackets. An income tax system creates changes in behavior when the 
taxpayer’s income reaches the end of one tax rate bracket and moves into a higher 
bracket. At such a break point, incentives change, and as a result, numerous rate changes 
are more economically harmful than a single-rate structure. This variable is intended to 
measure the disincentive effect the corporate income tax has on rising incomes. States 
that score the best on this variable are the 29 states–and the District of Columbia–that 
have a single-rate system. Alaska’s 10-bracket system earns the worst score in this 
category. Other states with multi-bracket systems include Arkansas (five brackets) and 
Maine and New Jersey (four brackets). 

Corporate Tax Base

This subindex measures the economic impact of each state’s definition of what should be 
subject to corporate taxation. 

The three criteria used to measure the competitiveness of each state’s corporate tax base 
are given equal weight: the availability of certain credits, deductions, and exemptions; the 
ability of taxpayers to deduct net operating losses; and a host of smaller tax base issues 
that combine to make up the other third of the corporate tax base subindex.

14 Jeffrey L. Kwall, “The Repeal of Graduated Corporate Tax Rates,” Tax Notes, June 27, 2011, 1395. 
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Under a gross receipts tax, some of these tax base criteria (net operating losses and 
some corporate income tax base variables) are replaced by the availability of deductions 
from gross receipts for employee compensation costs and cost of goods sold. States are 
rewarded for granting these deductions because they diminish the greatest disadvantage 
of using gross receipts as the base for corporate taxation: the uneven effective tax rates 
that various industries pay, depending on how many levels of production are hit by the 
tax. 

Net Operating Losses. The corporate income tax is designed to tax only the profits of 
a corporation. However, a yearly profit snapshot may not fully capture a corporation’s 
true profitability. For example, a corporation in a highly cyclical industry may look very 
profitable during boom years but lose substantial amounts during bust years. When 
examined over the entire business cycle, the corporation may actually have an average 
profit margin. 

The deduction for net operating losses (NOL) helps ensure that, over time, the corporate 
income tax is a tax on average profitability. Without the NOL deduction, corporations in 
cyclical industries pay much higher taxes than those in stable industries, even assuming 
identical average profits over time. Simply put, the NOL deduction helps level the playing 
field among cyclical and noncyclical industries. Under the Tax Cuts and Jobs Act, the 
federal government allows losses to be carried forward indefinitely, though they may 
only reduce taxable income by 80 percent in any given year. Because gross receipts taxes 
inherently preclude the possibility of carrying net operating losses backward or forward, 
the Index treats states with statewide gross receipts taxes as having the equivalent of no 
NOL carryback or carryforward provisions.

California has temporarily suspended its net operating loss provisions as a revenue-raising 
measure during the pandemic despite the state posting record surpluses. It is the only 
state without an active NOL provision and is assigned the worst score across all NOL 
variables.

Number of Years Allowed for Carryback and Carryforward. This variable measures 
the number of years allowed on a carryback or carryforward of an NOL deduction. The 
longer the overall time span, the higher the probability that the corporate income tax 
is being levied on the corporation’s average profitability. Generally, states entered FY 
2022 with better treatment of the carryforward (up to a maximum of 20 years) than the 
carryback (up to a maximum of three years). States score well on the Index if they conform 
to the new federal provisions or provide their own robust system of carryforwards and 
carrybacks.

Caps on the Amount of Carryback and Carryforward. When companies have a larger 
NOL than they can deduct in one year, most states permit them to carry deductions of 
any amount back to previous years’ returns or forward to future returns. States that limit 
those amounts are ranked lower in the Index. Two states, Idaho and Montana, limit the 
number of carrybacks, though they do better than many of their peers in offering any 
carryback provisions at all. Of states that allow a carryforward of losses, only Illinois, 
New Hampshire, and Pennsylvania limit carryforwards. Illinois’ cap is a recent addition, 



TAX FOUNDATION | 23
C

O
R

PO
R

ATE TA
X

intended to only apply to tax years 2021 through 2024. As a result, these states score 
poorly on this variable. 

Gross Receipts Tax Deductions. Proponents of gross receipts taxation invariably 
praise the steadier flow of tax receipts into government coffers in comparison with the 
fluctuating revenue generated by corporate income taxes, but this stability comes at a 
great cost. The attractively low statutory rates associated with gross receipts taxes are 
an illusion. Since gross receipts taxes are levied many times in the production process, 
the effective tax rate on a product is much higher than the statutory rate would suggest. 
Effective tax rates under a gross receipts tax vary dramatically by industry or individual 
business, a stark departure from the principle of tax neutrality. Firms with few steps 
in their production chain are relatively lightly taxed under a gross receipts tax, and 
vertically-integrated, high-margin firms prosper, while firms with longer production chains 
are exposed to a substantially higher tax burden. The pressure of this economic imbalance 
often leads lawmakers to enact separate rates for each industry, an inevitably unfair and 
inefficient process. 

Two reforms that states can make to mitigate this damage are to permit deductions 
from gross receipts for employee compensation costs and cost of goods sold, effectively 
moving toward a regular corporate income tax. 

Delaware, Nevada, Ohio, Oregon, Tennessee, and Washington score the worst, because 
their gross receipts taxes do not offer full deductions for either the cost of goods sold 
or employee compensation. Texas offers a deduction for either the cost of goods sold or 
employee compensation but not both. The Virginia BPOL tax, the West Virginia B&O, and 
the Pennsylvania business privilege tax are not included in this survey, because they are 
assessed at the local level and not levied uniformly across the state. 

Federal Income Used as State Tax Base. States that use federal definitions of income 
reduce the tax compliance burden on their taxpayers. Two states (Arkansas and 
Mississippi) do not conform to federal definitions of corporate income and they score 
poorly. 

Allowance of Federal ACRS and MACRS Depreciation. The vast array of federal 
depreciation schedules is, by itself, a tax complexity nightmare for businesses. The specter 
of having 50 different schedules would be a disaster from a tax complexity standpoint. 
This variable measures the degree to which states have adopted the federal Accelerated 
Cost Recovery System (ACRS) and Modified Accelerated Cost Recovery System (MACRS) 
depreciation schedules. One state (California) adds complexity by failing to fully conform 
to the federal system. 

Deductibility of Depletion. The deduction for depletion works similarly to depreciation, 
but it applies to natural resources. As with depreciation, tax complexity would be 
staggering if all 50 states imposed their own depletion schedules. This variable measures 
the degree to which states have adopted the federal depletion schedules. Thirteen states 
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are penalized because they do not fully conform to the federal system: Alaska, California, 
Delaware, Iowa, Louisiana, Maryland, Minnesota, Mississippi, New Hampshire, North 
Carolina, Oklahoma, Oregon, and Tennessee. 

Alternative Minimum Tax. The federal Alternative Minimum Tax (AMT) was created to 
ensure that all taxpayers paid some minimum level of taxes every year. Unfortunately, 
it does so by creating a parallel tax system to the standard corporate income tax code. 
Evidence shows that the AMT does not increase efficiency or improve fairness in any 
meaningful way. It nets little money for the government, imposes compliance costs that 
in some years are actually larger than collections, and encourages firms to cut back or 
shift their investments (Chorvat and Knoll, 2002). As such, states that have mimicked 
the federal AMT put themselves at a competitive disadvantage through needless tax 
complexity. 

Five states have an AMT on corporations and thus score poorly: California, Iowa, 
Kentucky, Minnesota, and New Hampshire. 

Deductibility of Taxes Paid. This variable measures the extent of double taxation on 
income used to pay foreign taxes, i.e., paying a tax on money the taxpayer has already 
mailed to foreign taxing authorities. States can avoid this double taxation by allowing the 
deduction of taxes paid to foreign jurisdictions. Twenty-three states allow deductions for 
foreign taxes paid and score well. The remaining states with corporate income taxation do 
not allow deductions for foreign taxes paid and thus score poorly. 

Indexation of the Tax Code. For states that have multiple-bracket corporate income taxes, 
it is important to index the brackets for inflation. That prevents de facto tax increases on 
the nominal increase in income due to inflation. Put simply, this “inflation tax” results in 
higher tax burdens on taxpayers, usually without their knowledge or consent. All 15 states 
with graduated corporate income taxes fail to index their tax brackets: Alaska, Arkansas, 
Hawaii, Iowa, Kansas, Louisiana, Maine, Mississippi, Nebraska, New Jersey, New Mexico, 
New York, North Dakota, Oregon, and Vermont. 

Throwback. To reduce the double taxation of corporate income, states use apportionment 
formulas that seek to determine how much of a company’s income a state can properly 
tax. Generally, states require a company with nexus (that is, sufficient connection to the 
state to justify the state’s power to tax its income) to apportion its income to the state 
based on some ratio of the company’s in-state property, payroll, and sales compared to its 
total property, payroll, and sales. 

Among the 50 states, there is little harmony in apportionment formulas. Many states 
weight the three factors equally while others weight the sales factor more heavily (a 
recent trend in state tax policy). Since many businesses make sales into states where 
they do not have nexus, businesses can end up with “nowhere income,” income that is 
not taxed by any state. To counter this phenomenon, many states have adopted what are 
called throwback rules because they identify nowhere income and throw it back into a 
state where it will be taxed, even though it was not earned in that state. 
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Throwback and throwout rules for sales of tangible property add yet another layer of tax 
complexity. Since two or more states can theoretically lay claim to “nowhere” income, 
rules have to be created and enforced to decide who gets to tax it. States with corporate 
income taxation are almost evenly divided between those with and without throwback 
rules. Twenty-six states do not have them, while 22 states and the District of Columbia 
do. 

Section 168(k) Expensing. Because corporate income taxes are intended to fall on net 
income, they should include deductions for business expenses—including investment 
in machinery and equipment. Historically, however, businesses have been required 
to depreciate the value of these purchases over time. In recent years, the federal 
government offered “bonus depreciation” to accelerate the deduction for these 
investments, and under the Tax Cuts and Jobs Act, investments in machinery and 
equipment are fully deductible in the first year, a policy known as “full expensing.” 
Nineteen states follow the federal government in offering full expensing, while two offer 
“bonus depreciation” short of full expensing.

Net Interest Limitation. Federal law now restricts the deduction of business interest, 
limiting the deduction to 30 percent of modified income, with the ability to carry the 
remainder forward to future tax years. This change was intended to eliminate the bias in 
favor of debt financing (over equity financing) in the federal code, but particularly when 
states adopt this limitation without incorporating its counterbalancing provision, full 
expensing, the result is higher investment costs. Thirty-three states and the District of 
Columbia conform to the net interest limitation.

Inclusion of GILTI. Historically, states have largely avoided taxing international income. 
Following federal tax reform, however, some states have latched onto the federal 
provision for the taxation of Global Low-Taxed Intangible Income (GILTI), intended as a 
guardrail for the new federal territorial system of taxation, as a means to broaden their 
tax bases to include foreign business activity. States that tax GILTI are penalized in the 
Index, while states receive partial credit for moderate taxation of GILTI (for instance, by 
adopting the Section 250 deduction) and are rewarded for decoupling or almost fully 
decoupling from GILTI (by, for instance, treating it as largely-deductible foreign dividend 
income in addition to providing the Section 250 deduction).

Tax Credits

Many states provide tax credits that lower the effective tax rates for certain industries 
and investments, often for large firms from out of state that are considering a move. 
Policymakers create these deals under the banner of job creation and economic 
development, but the truth is that if a state needs to offer such packages, it is most likely 
covering for a bad business tax climate. Economic development and job creation tax 
credits complicate the tax system, narrow the tax base, drive up tax rates for companies 
that do not qualify, distort the free market, and often fail to achieve economic growth.15

15 For example, see Alan Peters and Peter Fisher, “The Failures of Economic Development Incentives,” Journal of the American Planning 
Association 70(1), Winter 2004, 27; and William F. Fox and Matthew N. Murray, “Do Economic Effects Justify the Use of Fiscal 
Incentives?” Southern Economic Journal 71(1), July 2004, 78.
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A more effective approach is to systematically improve the business tax climate for the 
long term. Thus, this component rewards those states that do not offer the following tax 
credits, with states that offer them scoring poorly. 

Investment Tax Credits. Investment tax credits typically offer an offset against tax 
liability if the company invests in new property, plants, equipment, or machinery in the 
state offering the credit. Sometimes, the new investment will have to be “qualified” and 
approved by the state’s economic development office. Investment tax credits distort the 
market by rewarding investment in new property as opposed to the renovation of old 
property. 

Job Tax Credits. Job tax credits typically offer an offset against tax liability if the company 
creates a specified number of jobs over a specified period of time. Sometimes, the new 
jobs will have to be “qualified” and approved by the state’s economic development 
office, allegedly to prevent firms from claiming that jobs shifted were jobs added. Even 
if administered efficiently, job tax credits can misfire in a number of ways. They induce 
businesses whose economic position would be best served by spending more on new 
equipment or marketing to hire new employees instead. They also favor businesses that 
are expanding anyway, punishing firms that are already struggling. Thus, states that offer 
such credits score poorly on the Index. 

Research and Development (R&D) Tax Credits. Research and development tax credits 
reduce the amount of tax due by a company that invests in “qualified” research and 
development activities. The theoretical argument for R&D tax credits is that they 
encourage the kind of basic research that is not economically justifiable in the short run 
but that is better for society in the long run. In practice, their negative side effects–greatly 
complicating the tax system and establishing a government agency as the arbiter of 
what types of research meet a criterion so difficult to assess–far outweigh the potential 
benefits. Thus, states that offer such credits score poorly on the Index. 

INDIVIDUAL INCOME TAX
The individual income tax component, which accounts for 30.6 percent of each state’s 
total Index score, is important to business because a significant number of businesses, 
including sole proprietorships, partnerships, and S corporations, report their income 
through the individual income tax code.

Taxes can have a significant impact on an individual’s decision to become a self-employed 
entrepreneur. Gentry and Hubbard (2004) found, “While the level of the marginal tax 
rate has a negative effect on entrepreneurial entry, the progressivity of the tax also 
discourages entrepreneurship, and significantly so for some groups of households.” 
Using education as a measure of potential for innovation, Gentry and Hubbard found 
that a progressive tax system “discourages entry into self-employment for people of all 
educational backgrounds.” Moreover, citing Carroll, Holtz-Eakin, Rider, and Rosen (2000), 
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TABLE 4.

Individual Income Tax Component of the State Business Tax Climate Index (2014–2023)

Prior Year Ranks 2022 2023
2022-2023 

Change

State 2014 2015 2016 2017 2018 2019 2020 2021 Rank Score Rank Score Rank Score
Alabama 23 25 25 25 25 31 31 29 28 4.90 30 4.89 -2 -0.01
Alaska 1 1 1 1 1 1 1 1 1 10.00 1 10.00 0 0.00
Arizona 22 24 18 19 19 19 17 18 18 5.35 16 5.84 2 0.49
Arkansas 34 36 37 40 40 40 40 42 38 4.32 37 4.48 1 0.16
California 50 50 50 50 50 49 49 50 49 2.06 49 2.06 0 0.00
Colorado 15 14 14 14 14 13 13 13 14 5.90 14 5.89 0 -0.01
Connecticut 42 42 46 47 47 43 45 47 47 3.41 47 3.41 0 0.00
Delaware 43 43 42 44 44 44 44 44 44 3.81 44 3.81 0 0.00
Florida 1 1 1 1 1 1 1 1 1 10.00 1 10.00 0 0.00
Georgia 33 35 35 35 35 37 36 36 35 4.72 35 4.72 0 0.00
Hawaii 47 47 47 38 38 47 47 46 46 3.46 46 3.46 0 0.00
Idaho 20 21 23 24 24 23 25 24 20 5.20 19 5.32 1 0.12
Illinois 10 15 11 11 13 14 14 12 13 5.91 13 5.90 0 -0.01
Indiana 14 13 15 15 15 15 15 14 15 5.85 15 5.84 0 -0.01
Iowa 41 41 41 42 42 42 41 40 40 4.27 40 4.26 0 -0.01
Kansas 16 17 17 17 18 21 22 21 22 5.10 22 5.10 0 0.00
Kentucky 36 38 38 37 37 17 18 17 17 5.54 18 5.54 -1 0.00
Louisiana 32 33 32 32 31 35 35 35 34 4.73 25 5.02 9 0.29
Maine 26 28 34 31 32 25 20 22 23 5.09 23 5.08 0 -0.01
Maryland 44 44 43 46 46 45 43 45 45 3.66 45 3.66 0 0.00
Massachusetts 12 11 12 12 11 11 11 16 11 6.00 11 6.10 0 0.10
Michigan 13 12 13 13 12 12 12 11 12 5.98 12 5.97 0 -0.01
Minnesota 45 45 44 45 45 46 46 43 43 3.90 43 3.89 0 -0.01
Mississippi 21 22 24 23 23 28 28 27 26 4.96 26 4.99 0 0.03
Missouri 31 32 31 33 33 27 23 20 21 5.14 21 5.15 0 0.01
Montana 18 19 20 20 20 22 24 23 24 5.05 24 5.07 0 0.02
Nebraska 38 34 33 34 34 30 30 30 29 4.87 32 4.87 -3 0.00
Nevada 1 1 1 1 1 5 5 5 5 8.51 5 8.50 0 -0.01
New Hampshire 9 9 9 9 9 9 9 9 9 6.36 9 6.35 0 -0.01
New Jersey 48 48 48 48 48 50 50 49 48 2.09 48 2.09 0 0.00
New Mexico 19 20 22 22 22 26 27 26 36 4.54 36 4.54 0 0.00
New York 49 49 49 49 49 48 48 48 50 1.88 50 1.88 0 0.00
North Carolina 37 16 16 16 16 16 16 15 16 5.76 17 5.76 -1 0.00
North Dakota 27 23 21 21 21 18 19 25 25 4.98 27 4.97 -2 -0.01
Ohio 46 46 45 43 43 41 42 41 41 4.23 41 4.23 0 0.00
Oklahoma 29 30 29 28 28 32 32 31 30 4.85 31 4.88 -1 0.03
Oregon 35 37 36 36 36 38 39 38 42 4.00 42 4.00 0 0.00
Pennsylvania 17 18 19 18 17 20 21 19 19 5.22 20 5.18 -1 -0.04
Rhode Island 25 27 27 27 27 24 26 32 31 4.83 33 4.82 -2 -0.01
South Carolina 30 31 30 30 30 34 34 34 33 4.79 28 4.89 5 0.10
South Dakota 1 1 1 1 1 1 1 1 1 10.00 1 10.00 0 0.00
Tennessee 8 8 8 8 8 8 8 8 6 8.29 6 8.28 0 -0.01
Texas 6 6 6 6 6 6 6 6 7 8.00 7 7.99 0 -0.01
Utah 11 10 10 10 10 10 10 10 10 6.10 10 6.11 0 0.01
Vermont 40 40 40 41 41 36 38 39 39 4.32 39 4.30 0 -0.02
Virginia 28 29 28 29 29 33 33 33 32 4.79 34 4.79 -2 0.00
Washington 6 6 6 6 6 6 6 6 7 8.00 8 6.87 -1 -1.13
West Virginia 24 26 26 26 26 29 29 28 27 4.90 29 4.89 -2 -0.01
Wisconsin 39 39 39 39 39 39 37 37 37 4.38 38 4.35 -1 -0.03
Wyoming 1 1 1 1 1 1 1 1 1 10.00 1 10.00 0 0.00
District of Columbia 47 47 46 49 49 47 47 48 48 2.87 48 2.62 0 -0.25
Note: A rank of 1 is best, 50 is worst. All scores are for fiscal years. D.C.’s score and rank do not affect other states.
Source: Tax Foundation.
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Gentry and Hubbard contend, “Higher tax rates reduce investment, hiring, and small 
business income growth” (p. 7). Less neutral individual income tax systems, therefore, hurt 
entrepreneurship and a state’s business tax climate. 

Another important reason individual income tax rates are critical for businesses is the 
cost of labor. Labor typically constitutes a major business expense, so anything that hurts 
the labor pool will also affect business decisions and the economy. Complex, poorly 
designed tax systems that extract an inordinate amount of tax revenue reduce both the 
quantity and quality of the labor pool. This is consistent with the findings of Wasylenko 
and McGuire (1985), who found that individual income taxes affect businesses indirectly 
by influencing the location decisions of individuals. A progressive, multi-rate income tax 
exacerbates this problem by increasing the marginal tax rate at higher levels of income, 
continually reducing the value of work vis-à-vis the value of leisure. 

For example, suppose a worker has to choose between one hour of additional work worth 
$10 and one hour of leisure which to him is worth $9.50. A rational person would choose 
to work for another hour. But if a 10 percent income tax rate reduces the after-tax value 
of labor to $9, then a rational person would stop working and take the hour to pursue 
leisure. Additionally, workers earning higher wages–$30 per hour, for example–who face 
progressively higher marginal tax rates–20 percent, for instance–are more likely to be 
discouraged from working additional hours. In this scenario, the worker’s after-tax wage 
is $24 per hour; therefore, those workers who value leisure more than $24 per hour will 
choose not to work. Since the after-tax wage is $6 lower than the pretax wage in this 
example, compared to only $1 lower in the previous example, more workers will choose 
leisure. In the aggregate, the income tax reduces the available labor supply.16 

The individual income tax rate subindex measures the impact of tax rates on the marginal 
dollar of individual income using three criteria: the top tax rate, the graduated rate 
structure, and the standard deductions and exemptions which are treated as a zero 
percent tax bracket. The rates and brackets used are for a single taxpayer, not a couple 
filing a joint return. 

The individual income tax base subindex takes into account measures enacted to prevent 
double taxation, whether the code is indexed for inflation, and how the tax code treats 
married couples compared to singles. States that score well protect married couples 
from being taxed more severely than if they had filed as two single individuals. They also 
protect taxpayers from double taxation by recognizing LLCs and S corporations under the 
individual tax code and indexing their brackets, exemptions, and deductions for inflation.

States that do not impose an individual income tax generally receive a perfect score, and 
states that do impose an individual income tax will generally score well if they have a flat, 
low tax rate with few deductions and exemptions. States that score poorly have complex, 
multiple-rate systems. 

16 See Edward C. Prescott, “Why Do Americans Work So Much More than Europeans?” Federal Reserve Bank of Minneapolis Quarterly Review, 
July 2004. See also J. Scott Moody and Scott A. Hodge, “Wealthy Americans and Business Activity,” Tax Foundation, Aug. 1, 2004. 
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The seven states without an individual income tax or non-UI payroll tax are, not 
surprisingly, the highest scoring states on this component: Alaska, Florida, South Dakota, 
Tennessee, Texas, Washington, and Wyoming. Nevada, which taxes wage income (but not 
unearned income) at a low rate under a non-UI payroll tax, also does extremely well in this 
component of the Index. New Hampshire also scores well, because while the state levies 
a tax on individual income in the form of interest and dividends, it does not tax wages and 
salaries.17 Colorado, Illinois, Indiana, Kentucky, Massachusetts, Michigan, North Carolina, 
Pennsylvania, and Utah score highly because they have a single, low tax rate. 

Scoring near the bottom of this component are states that have high tax rates and very 
progressive bracket structures. They generally fail to index their brackets, exemptions, 
and deductions for inflation, do not allow for deductions of foreign or other state taxes, 
penalize married couples filing jointly, and do not recognize LLCs and S corporations. 

Individual Income Tax Rate 

The rate subindex compares the states that tax individual income after setting aside the 
five states that do not and therefore receive perfect scores: Alaska, Florida, South Dakota, 
and Wyoming. Tennessee, Texas, and Washington do not have an individual income tax, 
but they do tax S corporation income—and Texas and Washington tax LLC income—
through their gross receipts taxes and thus do not score perfectly in this component. 
Nevada has a low-rate payroll tax on wage income. New Hampshire, meanwhile, does not 
tax wage and salary income but does tax interest and dividend income.

Top Marginal Tax Rate. California has the highest top income tax rate of 13.3 percent. 
Other states with high top rates include Hawaii (11.0 percent), New York (10.9 percent), 
New Jersey (10.75 percent), Oregon (9.9 percent), Minnesota (9.85 percent), Vermont 
(8.75 percent), and Iowa (8.53 percent).

States with the lowest top statutory rates are North Dakota (2.9 percent), Arizona 
(2.98 percent), Pennsylvania (3.07 percent), Indiana (3.23 percent), Ohio (3.99 percent), 
Michigan and Louisiana (both at 4.25 percent), Colorado (4.55 percent), and Utah (4.85 
percent). Alabama, Kentucky, Mississippi, and New Hampshire all impose a top statutory 
rate of 5 percent.18 Illinois and Kansas, which previously boasted rates below 5 percent, 
both adopted rate increases in recent years. (Although Illinois’ statutory rate is 4.95 
percent, it also imposes an additional 1.5 percent tax on pass-through businesses, 
discussed elsewhere, bringing the rate for these entities to 6.45 percent.)

In addition to statewide income tax rates, some states allow local-level income 
taxes.19 We represent these as the mean between the rate in the capital city and most 
populous city. In some cases, states authorizing local-level income taxes still keep the 
level of income taxation modest overall. For instance, Alabama, Indiana, Michigan, and 

17 Tennessee has begun the process of phasing out its tax on interest and dividend income.
18 New Hampshire taxes only interest and dividends. To account for this, the Index converts the statutory tax rate into an effective rate 

as measured against the typical state income tax base that includes wages. Under a typical income tax base with a flat rate and no tax 
preferences, this is the statutory rate that would be required to raise the same amount of revenue as the current system. Nationally, 
dividends and interest account for 19.6 percent of income. For New Hampshire, its 5 percent rate was multiplied by 19.6 percent, 
yielding the equivalent rate of 0.98 percent.

19 See Jared Walczak, “Local Income Taxes in 2019,” Tax Foundation, July 30, 2019.
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Pennsylvania allow local income add-ons, but are still among the states with the lowest 
overall rates. 

Top Tax Bracket Threshold. This variable assesses the degree to which pass-through 
businesses are subject to reduced after-tax return on investment as net income rises. 
States are rewarded for a top rate that kicks in at lower levels of income, because 
doing so approximates a less distortionary flat-rate system. For example, Alabama has 
a progressive income tax structure with three income tax rates. However, because 
Alabama’s top rate of 5 percent applies to all taxable income over $3,000, the state’s 
income tax rate structure is nearly flat. 

States with flat-rate systems score the best on this variable because their top rate kicks 
in at the first dollar of income (after accounting for the standard deduction and personal 
exemption). They are Colorado, Illinois, Indiana, Kentucky, Massachusetts, Michigan, 
New Hampshire, North Carolina, Pennsylvania, and Utah. States with high kick-in levels 
score the worst. These include New York ($25 million), New Jersey ($1 million of taxable 
income), California ($1 million), Connecticut ($500,000), and North Dakota ($445,000 of 
taxable income).

Number of Brackets. The Index converts exemptions and standard deductions to a zero 
bracket before tallying income tax brackets. From an economic perspective, standard 
deductions and exemptions are equivalent to an additional tax bracket with a zero tax 
rate. 

For example, Kansas has a standard deduction of $3,500 and a personal exemption of 
$2,250, for a combined value of $5,750. Statutorily, Kansas has a top rate on all taxable 
income over $30,000 and two lower brackets, one beginning at the first dollar of income 
and another at $15,000, so it has an average bracket width of $10,000. Because of its 
deduction and exemption, however, Kansas’s top rate actually kicks in at $35,750 of 
income, and it has three tax brackets below that with an average width of $11,917. The 
size of allowed standard deductions and exemptions varies considerably.20 

Pennsylvania scores the best in this variable by having only one tax bracket (that is, a flat 
tax with no standard deduction). States with only two brackets (that is, flat taxes with a 
standard deduction) are Colorado, Illinois, Indiana, Kentucky, Massachusetts, Michigan, 
New Hampshire, North Carolina, and Utah. On the other end of the spectrum, Hawaii 
scores worst with 12 brackets, followed by California with 10 brackets, and Iowa and 
Missouri with 9 brackets.

Average Width of Brackets. Many states have several narrow tax brackets close 
together at the low end of the income scale, including a zero bracket created by standard 
deductions and exemptions. Most taxpayers never notice them, because they pass so 
quickly through those brackets and pay the top rate on most of their income. On the 

20 Some states offer tax credits in lieu of standard deductions or personal exemptions. Rather than reducing a taxpayer’s taxable income 
before the tax rates are applied, tax credits are subtracted from a taxpayer’s tax liability. Like deductions and exemptions, the result is a 
lower final income tax bill. In order to maintain consistency within the component score, tax credits are converted into equivalent income 
exemptions or deductions. 
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other hand, some states impose ever-increasing rates throughout the income spectrum, 
causing individuals and noncorporate businesses to alter their income-earning and tax-
planning behavior. This subindex penalizes the latter group of states by measuring the 
average width of the brackets, rewarding those states where the average width is small, 
since in these states the top rate is levied on most income, acting more like a flat rate on 
all income. 

Income Recapture. Connecticut and New York apply the rate of the top income tax 
bracket to previous taxable income after the taxpayer crosses the top bracket threshold, 
while Arkansas imposes different tax tables depending on the filer’s level of income. New 
York’s recapture provision is the most damaging and results in an approximately $22,000 
penalty for reaching the top bracket. Income recapture provisions are poor policy, 
because they result in dramatically high marginal tax rates at the point of their kick-in, 
and they are nontransparent in that they raise tax burdens substantially without being 
reflected in the statutory rate. 

Individual Income Tax Base

States have different definitions of taxable income, and some create greater impediments 
to economic activity than others. The base subindex gives a 40 percent weight to the 
double taxation of taxable income and a 60 percent weight to an accumulation of other 
base issues, including indexation and marriage penalties. 

The states with no individual income tax of any kind achieve perfect neutrality. Tennessee 
and Texas, however, are docked slightly because they do not recognize LLCs or S 
corporations, and Nevada’s payroll tax keeps the state from achieving a perfect store. 
New Hampshire only taxes interest and dividend income, while Washington only taxes 
capital gains income. Of the other 43 states, Arizona, Idaho, Illinois, Maine, Michigan, 
Missouri, Montana, and Utah have the best scores, avoiding many problems with the 
definition of taxable income that plague other states. Meanwhile, states where the tax 
base is found to cause an unnecessary drag on economic activity include New Jersey, 
Delaware, New York, California, Connecticut, and Ohio.

Marriage Penalty. A marriage penalty exists when a state’s standard deduction and tax 
brackets for married taxpayers filing jointly are not double those for single filers. As a 
result, two singles (if combined) can have a lower tax bill than a married couple filing 
jointly with the same income. This is discriminatory and has serious business ramifications. 
The top-earning 20 percent of taxpayers are dominated (85 percent) by married couples. 
This same 20 percent also have the highest concentration of business owners of all 
income groups (Hodge 2003A, Hodge 2003B). Because of these concentrations, marriage 
penalties have the potential to affect a significant share of pass-through businesses. 
Twenty-three states and the District of Columbia have marriage penalties built into their 
income tax brackets. 

Some states attempt to get around the marriage penalty problem by allowing married 
couples to file as if they were singles or by offering an offsetting tax credit. While helpful 
in offsetting the dollar cost of the marriage penalty, these solutions come at the expense 
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of added tax complexity. Still, states that allow married couples to file as singles do not 
receive a marriage penalty score reduction. 

Double Taxation of Capital Income. Since most states with an individual income tax 
system mimic the federal income tax code, they also possess its greatest flaw: the double 
taxation of capital income. Double taxation is brought about by the interaction between 
the corporate income tax and the individual income tax. 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.21 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. 

All states that tax wage income score poorly by this criterion. New Hampshire, which 
taxes individuals on interest and dividends, scores somewhat better because it does not 
tax capital gains. Washington scores even better on this metric because it taxes certain 
capital gains income but does not have a corporate income tax, nor does it tax wage and 
salary income. Nevada’s payroll tax does not apply to capital income, and thus scores 
perfectly on this measure, along with states that forgo all income taxation. 

Federal Income Used as State Tax Base. Despite the shortcomings of the federal 
government’s definition of income, states that use it reduce the tax compliance burden on 
taxpayers. Five states score poorly because they do not conform to federal definitions of 
individual income: Alabama, Arkansas, Mississippi, New Jersey, and Pennsylvania.

Alternative Minimum Tax (AMT) 

At the federal level, the Alternative Minimum Tax (AMT) was created in 1969 to ensure 
that all taxpayers paid some minimum level of taxes every year. Unfortunately, it does so 
by creating a parallel tax system to the standard individual income tax code. AMTs are an 
inefficient way to prevent tax deductions and credits from totally eliminating tax liability. 
As such, states that have mimicked the federal AMT put themselves at a competitive 
disadvantage through needless tax complexity. Five states score poorly for imposing an 
AMT on individuals: California, Colorado, Connecticut, Iowa, and Minnesota.

Credit for Taxes Paid 

This variable measures the extent of double taxation on income used to pay foreign and 
state taxes, i.e., paying the same taxes twice. States can avoid double taxation by allowing 
a credit for state taxes paid to other jurisdictions.

Recognition of Limited Liability Corporation and S Corporation Status 

One important development in the federal tax system was the creation of the limited 

21 Equity-related capital gains are not created directly by a corporation. Rather, they are the result of stock appreciations due to corporate 
activity such as increasing retained earnings, increasing capital investments, or issuing dividends. Stock appreciation becomes taxable 
realized capital gains when the stock is sold by the holder. 
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liability corporation (LLC) and the S corporation. LLCs and S corporations provide 
businesses some of the benefits of incorporation, such as limited liability, without the 
overhead of becoming a traditional C corporation. The profits of these entities are taxed 
under the individual income tax code, which avoids the double taxation problems that 
plague the corporate income tax system. Every state with a full individual income tax 
recognizes LLCs to at least some degree, and all but Louisiana recognize S corporations 
in some fashion, but those that require additional state election or make the entity file 
through the state’s gross receipts tax (as in Delaware, Ohio, Texas, and Washington) score 
poorly in this variable. 

Indexation of the Tax Code 

Indexing the tax code for inflation is critical in order to prevent de facto tax increases 
on the nominal increase in income due to inflation. This “inflation tax” results in higher 
tax burdens on taxpayers, usually without their knowledge or consent. Three areas of 
the individual income tax are commonly indexed for inflation: the standard deduction, 
personal exemptions, and tax brackets. Twenty-five states index all three or do not 
impose an individual income tax; 15 states and the District of Columbia index one or two 
of the three; and 10 states do not index at all. 

SALES TAXES
Sales tax makes up 23.7 percent of each state’s Index score. The type of sales tax familiar 
to taxpayers is a tax levied on the purchase price of a good at the point of sale. Due to the 
inclusion of some business inputs in most states’ sales tax bases, the rate and structure 
of the sales tax is an important consideration for many businesses. The sales tax can also 
hurt the business tax climate because as the sales tax rate climbs, customers make fewer 
purchases or seek low-tax alternatives. As a result, business is lost to lower-tax locations, 
causing lost profits, lost jobs, and lost tax revenue.22 The effect of differential sales tax 
rates among states or localities is apparent when a traveler crosses from a high-tax state 
to a neighboring low-tax state. Typically, a vast expanse of shopping malls springs up 
along the border in the low-tax jurisdiction. 

On the positive side, sales taxes levied on goods and services at the point of sale to the 
end-user have at least two virtues. First, they are transparent: the tax is never confused 
with the price of goods by customers. Second, since they are levied at the point of sale, 
they are less likely to cause economic distortions than taxes levied at some intermediate 
stage of production (such as a gross receipts tax or sales taxes on business-to-business 
transactions). 

The negative impact of sales taxes is well documented in the economic literature and 
through anecdotal evidence. For example, Bartik (1989) found that high sales taxes, 
especially sales taxes levied on equipment, had a negative effect on small business start-
ups. Moreover, companies have been known to avoid locating factories or facilities in 

22 States have sought to limit this sales tax competition by levying a “use tax” on goods purchased out of state and brought into the state, 
typically at the same rate as the sales tax. Few consumers comply with use tax obligations. 
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TABLE 5.

Sales Tax Component of the State Business Tax Climate Index (2014–2023)

Prior Year Ranks 2022 2023
2022-2023 

Change

State 2014 2015 2016 2017 2018 2019 2020 2021 Rank Score Rank Score Rank Score
Alabama 50 50 50 49 49 50 50 50 50 2.56 50 2.54 0 -0.02
Alaska 5 5 5 5 5 5 5 5 5 8.07 5 8.04 0 -0.03
Arizona 43 43 43 43 43 40 40 40 40 4.06 41 4.06 -1 0.00
Arkansas 44 45 46 44 44 43 45 45 45 3.73 45 3.74 0 0.01
California 46 46 45 45 46 47 47 47 47 3.37 47 3.36 0 -0.01
Colorado 37 37 37 37 37 37 37 36 38 4.26 40 4.22 -2 -0.04
Connecticut 34 34 32 32 29 29 26 25 23 4.80 23 4.80 0 0.00
Delaware 2 2 1 1 1 2 2 2 2 9.01 2 8.98 0 -0.03
Florida 23 23 23 29 30 22 23 23 21 4.94 21 4.93 0 -0.01
Georgia 27 27 34 31 32 30 30 29 29 4.61 31 4.58 -2 -0.03
Hawaii 31 31 27 26 26 32 29 28 28 4.63 27 4.63 1 0.00
Idaho 14 12 15 15 15 12 12 10 10 5.40 10 5.39 0 -0.01
Illinois 35 35 33 27 27 35 34 39 39 4.22 38 4.28 1 0.06
Indiana 21 22 18 9 9 13 20 20 19 5.01 19 5.01 0 0.00
Iowa 18 18 20 20 19 18 15 15 15 5.17 15 5.17 0 0.00
Kansas 24 25 29 28 28 27 38 37 26 4.72 25 4.70 1 -0.02
Kentucky 11 19 14 13 14 19 14 14 14 5.21 14 5.20 0 -0.01
Louisiana 48 47 48 50 50 48 48 48 48 3.04 48 3.03 0 -0.01
Maine 7 8 8 8 8 9 8 8 8 5.64 8 5.83 0 0.19
Maryland 12 16 17 18 18 17 19 18 27 4.64 30 4.58 -3 -0.06
Massachusetts 19 21 19 19 11 11 13 13 13 5.23 13 5.22 0 -0.01
Michigan 10 10 9 10 12 14 11 11 11 5.38 11 5.38 0 0.00
Minnesota 30 33 26 25 25 26 28 27 31 4.60 29 4.59 2 -0.01
Mississippi 38 39 39 39 39 36 33 32 33 4.49 33 4.47 0 -0.02
Missouri 22 24 25 23 24 25 24 24 25 4.78 26 4.70 -1 -0.08
Montana 3 3 3 3 3 3 3 3 3 8.94 3 8.92 0 -0.02
Nebraska 15 13 12 12 21 8 9 9 9 5.50 9 5.52 0 0.02
Nevada 41 41 41 41 42 45 44 44 44 3.81 44 3.81 0 0.00
New Hampshire 1 1 2 2 2 1 1 1 1 9.05 1 9.02 0 -0.03
New Jersey 40 40 40 40 41 42 42 42 43 3.96 42 3.97 1 0.01
New Mexico 42 42 42 42 40 41 41 41 41 4.05 35 4.39 6 0.34
New York 45 44 44 46 45 44 43 43 42 3.96 43 3.90 -1 -0.06
North Carolina 26 17 21 21 20 24 21 21 20 4.97 20 4.95 0 -0.02
North Dakota 33 32 35 35 35 31 27 30 30 4.60 28 4.59 2 -0.01
Ohio 29 29 30 33 31 28 32 34 35 4.39 36 4.38 -1 -0.01
Oklahoma 36 36 36 36 36 39 39 38 37 4.27 39 4.24 -2 -0.03
Oregon 4 4 4 4 4 4 4 4 4 8.83 4 8.82 0 -0.01
Pennsylvania 20 20 22 22 22 21 17 17 17 5.13 16 5.15 1 0.02
Rhode Island 28 28 24 24 23 23 25 26 24 4.79 24 4.79 0 0.00
South Carolina 32 30 31 30 33 34 31 31 32 4.51 32 4.49 0 -0.02
South Dakota 25 26 28 34 34 33 35 33 34 4.43 34 4.42 0 -0.01
Tennessee 47 48 47 47 47 46 46 46 46 3.53 46 3.53 0 0.00
Texas 39 38 38 38 38 38 36 35 36 4.37 37 4.36 -1 -0.01
Utah 17 14 13 17 17 15 22 22 22 4.93 22 4.93 0 0.00
Vermont 16 15 16 16 16 20 16 16 16 5.13 17 5.10 -1 -0.03
Virginia 9 9 10 11 10 10 10 12 12 5.25 12 5.24 0 -0.01
Washington 49 49 49 48 48 49 49 49 49 2.95 49 2.97 0 0.02
West Virginia 13 11 11 14 13 16 18 19 18 5.04 18 5.02 0 -0.02
Wisconsin 8 7 7 7 7 7 7 7 7 6.02 7 6.01 0 -0.01
Wyoming 6 6 6 6 6 6 6 6 6 6.03 6 6.03 0 0.00
District of Columbia 34 34 34 35 35 32 36 34 37 4.33 39 4.28 -2 -0.05
Note: A rank of 1 is best, 50 is worst. All scores are for fiscal years. D.C.’s score and rank do not affect other states.
Source: Tax Foundation.
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certain states because the factory’s machinery would be subject to the state’s sales tax.23 

States that create the most tax pyramiding and economic distortion, and therefore score 
the worst, are states that levy a sales tax that generally allows no exclusions for business 
inputs.24 Hawaii, New Mexico, South Dakota, and Washington are examples of states that 
tax many business inputs. The ideal base for sales taxation is all goods and services at the 
point of sale to the end-user. 

Excise taxes are sales taxes levied on specific goods. Goods subject to excise taxation 
are typically (but not always) perceived to be luxuries or vices, the latter of which are 
less sensitive to drops in demand when the tax increases their price. Examples typically 
include tobacco, liquor, and gasoline. The sales tax component of the Index takes into 
account the excise tax rates each state levies.

The five states without a state sales tax–Alaska,25 Delaware, Montana, New Hampshire, 
and Oregon–achieve the best sales tax component scores. Among states with a sales tax, 
those with low general rates and broad bases, and which avoid tax pyramiding, do best. 
Wyoming, Wisconsin, Maine, Nebraska, Idaho, Michigan, and Virginia all do well, with 
well-structured sales taxes and modest excise tax rates.

At the other end of the spectrum, Alabama, Washington, Louisiana, California, and 
Tennessee fare the worst, imposing high rates and taxing a range of business inputs, such 
as utilities, services, manufacturing, and leases—and maintaining relatively high excise 
taxes. Louisiana and Tennessee have the highest combined state and local rates of 9.55 
percent. In general, these states levy high sales tax rates that apply to a wide range of 
business input items.

Sales Tax Rate

The tax rate itself is important, and a state with a high sales tax rate reduces demand for 
in-state retail sales. Consumers will turn more frequently to cross-border or certain online  
purchases, leaving less business activity in the state. This subindex measures the highest 
possible sales tax rate applicable to in-state retail shopping and taxable business-to-
business transactions. Four states–Delaware, Montana, New Hampshire, and Oregon–do 
not have state or local sales taxes and thus are given a rate of zero. Alaska is sometimes 
counted among states with no sales tax since it does not levy a statewide sales tax. 
However, Alaska localities are allowed to levy sales taxes and the weighted statewide 
average of these taxes is 1.76 percent. 

23 For example, in early 1993, Intel Corporation was considering California, New Mexico, and four other states as the site of a new billion-
dollar factory. California was the only one of the six states that levied its sales tax on machinery and equipment, a tax that would have 
cost Intel roughly $80 million. As Intel’s Bob Perlman explained in testimony before a committee of the California state legislature, 
“There are two ways California’s not going to get the $80 million: with the factory or without it.” California would not repeal the tax on 
machinery and equipment; New Mexico got the plant. 

24 Sales taxes, which are ideally levied only on sales to final-users, are a form of consumption tax. Consumption taxes that are levied 
instead at each stage of production are known as value-added taxes (VAT) and are popular internationally. Theoretically a VAT can avoid 
the economically damaging tax pyramiding effect. The VAT has never gained wide acceptance in the U.S., and only two states (Michigan 
and New Hampshire) have even attempted a VAT-like tax. 

25 Alaska does authorize local governments to levy their own sales taxes, however, which is reflected in the state’s sales tax component 
score.
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The Index measures the state and local sales tax rate in each state. A combined rate is 
computed by adding the general state rate to the weighted average of the county and 
municipal rates. 

State Sales Tax Rate. Of the 45 states (and the District of Columbia) with a statewide 
sales tax, Colorado’s 2.9 percent rate is the lowest. Five states have a 4 percent state-
level sales tax: Alabama, Georgia, Hawaii, New York, and Wyoming. At the other end is 
California with a 7.25 percent state sales tax, including a mandatory statewide local add-
on tax. Tied for second-highest are Indiana, Mississippi, Rhode Island, and Tennessee (all 
at 7 percent). Other states with high statewide rates include Minnesota (6.88 percent) and 
Nevada (6.85 percent). 

Local Option Sales Tax Rates. Thirty-eight states authorize the use of local option sales 
taxes at the county and/or municipal level, and in some states, the local option sales tax 
significantly increases the tax rate faced by consumers.26 Local jurisdictions in Colorado, 
for example, add an average of 4.87 percent in local sales taxes to the state’s 2.9 percent 
state-level rate, bringing the total average sales tax rate to 7.77 percent. This may be an 
understatement in some localities with much higher local add-ons, but by weighting each 
locality’s rate, the Index computes a statewide average of local rates that is comparable to 
the average in other states. 

Alabama and Louisiana have the highest average local option sales taxes (5.24 and 5.10 
percent, respectively), and in both states the average local option sales tax is higher than 
the state sales tax rate. Other states with high local option sales taxes include Colorado 
(4.87 percent), New York (4.52 percent), and Oklahoma (4.49 percent). 

States with the highest combined state and average local sales tax rates are Louisiana and 
Tennessee (both at 9.55 percent), Arkansas (9.47 percent), Washington (9.29 percent), and 
Alabama (9.24 percent). At the low end are Alaska (1.76 percent), Hawaii (4.44 percent), 
Wyoming (5.36 percent), Wisconsin (5.43 percent), and Maine (5.5 percent). 

Remote Seller Protections. With the Supreme Court’s elimination of the physical 
presence requirement for imposing sales tax collection obligations, all states with sales 
taxes are now requiring remote sellers to collect and remit sales tax. While most states 
have adopted safe harbors for small sellers and have a single point of administration for 
all state and local sales taxes, a few diverge from these practices, imposing substantial 
compliance costs on out-of-state retailers. Alabama, Alaska (which only has local sales 
taxes), Colorado, and Louisiana lack uniform administration, while Kansas does not offer a 
safe harbor for small sellers.

26 The average local option sales tax rate is calculated as an average of local statutory rates, weighted by population. See Jared Walczak and 
Scott Drenkard, “State and Local Sales Tax Rates, Midyear 2016,” Tax Foundation, July 5, 2016. 
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Sales Tax Base

The sales tax base subindex is computed according to five features of each state’s sales 
tax: 

 • whether the base includes a variety of business-to-business transactions such as 
machinery, raw materials, office equipment, farm equipment, and business leases; 

 • whether the base includes goods and services typically purchased by consumers, 
such as groceries, clothing, and gasoline;

 • whether the base includes services, such as legal, financial, accounting, medical, 
fitness, landscaping, and repair; 

 • whether the state leans on sales tax holidays, which temporarily exempt select 
goods from the sales tax; and

 • the excise tax rate on products such as gasoline, diesel fuel, tobacco, spirits, and 
beer. 

The top five states on this subindex—New Hampshire, Delaware, Montana, Oregon, and 
Alaska—are the five states without a general state sales tax. However, none receives a 
perfect score because each levies gasoline, diesel, tobacco, and beer excise taxes. States 
like Wyoming, Kansas, Nebraska, Colorado, Idaho, and Missouri achieve high scores on 
their tax base by avoiding the problems of tax pyramiding and adhering to low excise tax 
rates, though of these, Colorado receives poor marks for a lack of local base conformity.

States with the worst scores on the base subindex are Hawaii, Alabama, Washington, 
California, South Dakota, New Jersey, New Mexico, and Maryland. Their tax systems 
hamper economic growth by including too many business inputs, excluding too many 
consumer goods and services, and imposing excessive rates of excise taxation.

Sales Tax on Business-to-Business Transactions (Business Inputs). When a business 
must pay sales taxes on manufacturing equipment and raw materials, then that tax 
becomes part of the price of whatever the business makes with that equipment and those 
materials. The business must then collect sales tax on its own products, with the result 
that a tax is being charged on a price that already contains taxes. This tax pyramiding 
invariably results in some industries being taxed more heavily than others, which violates 
the principle of neutrality and causes economic distortions.

These variables are often inputs to other business operations. For example, a 
manufacturing firm will count the cost of transporting its final goods to retailers as a 
significant cost of doing business. Most firms, small and large alike, hire accountants, 
lawyers, and other professional service providers. If these services are taxed, then it is 
more expensive for every business to operate. 

To understand how business-to-business sales taxes can distort the market, suppose 
a sales tax were levied on the sale of flour to a bakery. The bakery is not the end-user 
because the flour will be baked into bread and sold to consumers. Economic theory is 
not clear as to which party will ultimately bear the burden of the tax. The tax could be 
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“passed forward” onto the customer or “passed backward” onto the bakery.27 Where the 
tax burden falls depends on how sensitive the demand for bread is to price changes. If 
customers tend not to change their bread-buying habits when the price rises, then the tax 
can be fully passed forward onto consumers. However, if the consumer reacts to higher 
prices by buying less, then the tax will have to be absorbed by the bakery as an added 
cost of doing business. 

The hypothetical sales tax on all flour sales would distort the market, because different 
businesses that use flour have customers with varying price sensitivity. Suppose the 
bakery is able to pass the entire tax on flour forward to the consumer but the pizzeria 
down the street cannot. The owners of the pizzeria would face a higher cost structure and 
profits would drop. Since profits are the market signal for opportunity, the tax would tilt 
the market away from pizza-making. Fewer entrepreneurs would enter the pizza business, 
and existing businesses would hire fewer people. In both cases, the sales tax charged 
to purchasers of bread and pizza would be partly a tax on a tax because the tax on flour 
would be built into the price. Economists call this tax pyramiding, and public finance 
scholars overwhelmingly oppose applying the sales tax to business inputs due to the 
resulting pyramiding and lack of transparency. 

Besley and Rosen (1998) found that for many products, the after-tax price of the good 
increased by the same amount as the tax itself. That means a sales tax increase was 
passed along to consumers on a one-for-one basis. For other goods, however, they found 
that the price of the good rose by twice the amount of the tax, meaning that the tax 
increase translates into an even larger burden for consumers than is typically thought. 
Note that these inputs should only be exempt from sales tax if they are truly inputs into 
the production process. If they are consumed by an end-user, they are properly includable 
in the state’s sales tax base. 

States that create the most tax pyramiding and economic distortion, and therefore score 
the worst, are states that levy a sales tax that generally allows no exclusions for business 
inputs. Hawaii, New Mexico, South Dakota, and Washington are examples of states that 
tax many business inputs. 

Sales Tax Breadth. An economically neutral sales tax base includes all final retail sales 
of goods and services purchased by the end-users. In practice, however, states tend to 
include most goods, but relatively few services, in their sales tax bases, a growing issue in 
an increasingly service-oriented economy. Professor John Mikesell of Indiana University 
estimates that, nationwide, sales taxes extend to about 36 percent of all final consumer 
transactions.28 Exempting any goods or services narrows the tax base, drives up the sales 
tax rate on those items still subject to tax, and introduces unnecessary distortions into 
the market. A well-structured sales tax, however, does not fall upon business inputs. 
Therefore, states that tax services that are business inputs score poorly on the Index, 
while states are rewarded for expanding their base to include more final retail sales of 
goods and services.

27 See Timothy J. Besley and Harvey S. Rosen, “Sales Taxes and Prices: An Empirical Analysis,” NBER Working Paper No. 6667, July 1998. 
28 Jared Walczak, “State Sales Tax Breadth and Reliance, Fiscal Year 2021,” Tax Foundation, May 4, 2022, https://taxfoundation.org/

state-sales-tax-base-reliance/. 

https://taxfoundation.org/state-sales-tax-base-reliance/
https://taxfoundation.org/state-sales-tax-base-reliance/
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Sales Tax on Gasoline. There is no economic reason to exempt gasoline from the sales tax, 
as it is a final retail purchase by consumers. However, all but seven states do so. While all 
states levy an excise tax on gasoline, these funds are often dedicated for transportation 
purposes, making them a form of user tax distinct from the general sales tax. The five 
states that fully include gasoline in their sales tax base (Florida, Hawaii, Illinois, Indiana, 
and Michigan) get a better score. Several other states receive partial credit for applying 
an ad valorem tax to gasoline sales, but at a different rate than the general sales tax. New 
York currently applies local sales taxes only.

Sales Tax on Groceries. A well-structured sales tax includes all end-user goods in the tax 
base, to keep the base broad, rates low, and prevent distortions in the marketplace. Many 
states exempt groceries to reduce the incidence of the sales tax on low-income residents. 
Such an exemption, however, also benefits grocers and higher-income residents, and 
creates additional compliance costs due to the necessity of maintaining complex, ever-
changing lists of exempt and nonexempt products. Public assistance programs such as 
the Women, Infants, and Children (WIC) program or the Supplement Nutrition Assistance 
Program (SNAP) provide more targeted assistance than excluding groceries from the sales 
tax base. Thirteen states include or partially include groceries in their sales tax base. 

Excise Taxes

Excise taxes are single-product sales taxes. Many of them are intended to reduce 
consumption of the product bearing the tax. Others, like the gasoline tax, are often used 
to fund specific projects such as road construction. 

Gasoline and Diesel Excise Taxes. Levied per gallon, these are usually justified as a form 
of user tax paid by those who benefit from road construction and maintenance. Though 
gas taxes–along with tolls–are one of the best ways to raise revenue for transportation 
projects (roughly approximating a user fee for infrastructure use), gasoline represents a 
large input for most businesses, so states that levy higher rates have a less competitive 
business tax climate. State excise taxes on gasoline range from 70.95 cents in California 
(although this tax is suspended from June through December 2022) to 15.13 cents per 
gallon in Alaska. The Index relies upon calculated rates from the American Petroleum 
Institute, capturing states’ base excise taxes in addition to other gallonage-based fees and 
ad valorem taxes placed upon gasoline. General sales tax rates that apply to gasoline are 
included in this calculated rate, but states which include, or partially include, gasoline in 
the sales tax base are rewarded in the sales tax breadth measure. 

Tobacco, Spirits, and Beer Excise Taxes. These taxes can discourage in-state consumption 
and encourage consumers to seek lower prices in neighboring jurisdictions (Moody and 
Warcholik, 2004). This impacts a wide swath of retail outlets, such as convenience stores, 
that move large volumes of tobacco and beer products. The problem is exacerbated for 
those retailers located near the border of states with lower excise taxes as consumers 
move their shopping out of state—referred to as cross-border shopping. 
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There is also the growing problem of cross-border smuggling of products from states 
and areas that levy low excise taxes on tobacco into states that levy high excise taxes 
on tobacco. This both increases criminal activity and reduces taxable sales by legitimate 
retailers.29 

States with the highest tobacco taxes per pack of 20 cigarettes are New York and 
Connecticut (at $4.35 each), Rhode Island ($4.25), Minnesota ($3.70), and Massachusetts 
($3.51), while states with the lowest tobacco taxes are Missouri (17 cents), Georgia (37 
cents), North Dakota (44 cents), North Carolina (45 cents), and South Carolina and Idaho 
(57 cents).

States with the highest beer taxes on a per gallon basis are Tennessee ($1.29), Alaska 
($1.07), Alabama ($1.05), Georgia ($1.01), and Hawaii ($0.93), while states with the lowest 
beer taxes are Wyoming (2 cents), Missouri and Wisconsin (6 cents), and Colorado, 
Oregon, and Pennsylvania (each at 8 cents). States with the highest spirits taxes per gallon 
are Washington ($37.81), Oregon ($21.95), and Virginia ($19.89). 

PROPERTY TAX
The property tax component, which includes taxes on real and personal property, net 
worth, and the transfer of assets, accounts for 14.4 percent of each state’s Index score. 

When properly structured, property taxes exceed most other taxes in comporting with 
the benefit principle and can be fairly economically efficient. In the realm of public 
finance, they are often also prized for their comparative transparency among taxes, 
though that transparency may contribute to the public’s generally low view of property 
taxes. The Tax Foundation’s Survey of Tax Attitudes found that local property taxes are 
perceived as the second most unfair state or local tax.30 

Property taxes matter to businesses, and the tax rate on commercial property is often 
higher than the tax on comparable residential property. Additionally, many localities and 
states levy taxes on the personal property or equipment owned by a business. They 
can be on assets ranging from cars to machinery and equipment to office furniture and 
fixtures, but are separate from real property taxes, which are taxes on land and buildings. 

Businesses remitted over $839 billion in state and local taxes in fiscal year 2020, of 
which $330 billion (39.2 percent) was for property taxes. The property taxes included 
tax on real, personal, and utility property owned by businesses (Phillips et al. 2021). Since 
property taxes can be a large burden on business, they can have a significant effect on 
location decisions. 

29 See Scott Drenkard and Joseph Bishop-Henchman, “Cigarette Taxes and Cigarette Smuggling by State, 2014” Tax Foundation, Jan. 17, 
2017. 

30 See Matt Moon, “How do Americans Feel about Taxes Today?” Tax Foundation’s 2009 Survey of U.S. Attitudes on Taxes, Government 
Spending and Wealth Distribution, Tax Foundation, Apr. 8, 2009. 
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TABLE 6.

Property Tax Component of the State Business Tax Climate Index (2014–2023)

Prior Year Ranks 2022 2023
2022-2023 

Change

State 2014 2015 2016 2017 2018 2019 2020 2021 Rank Score Rank Score Rank Score
Alabama 13 13 21 17 16 19 19 21 20 5.31 18 5.33 2 0.02
Alaska 29 30 19 25 40 23 25 25 26 5.18 26 5.17 0 -0.01
Arizona 11 11 12 11 11 11 11 10 11 5.68 11 5.76 0 0.08
Arkansas 23 24 27 24 24 27 27 28 29 5.12 27 5.17 2 0.05
California 16 16 13 14 14 13 15 14 14 5.44 19 5.33 -5 -0.11
Colorado 39 39 34 33 32 33 33 33 34 4.70 36 4.51 -2 -0.19
Connecticut 50 50 50 50 50 50 50 50 50 2.32 50 2.27 0 -0.05
Delaware 5 5 5 7 7 4 4 4 4 6.31 4 6.28 0 -0.03
Florida 22 23 17 13 12 12 12 12 12 5.58 12 5.55 0 -0.03
Georgia 28 28 25 26 27 30 31 27 27 5.15 28 5.11 -1 -0.04
Hawaii 20 20 16 18 19 22 28 30 31 5.00 32 4.86 -1 -0.14
Idaho 2 2 2 2 2 3 3 3 3 6.47 3 6.45 0 -0.02
Illinois 45 45 47 46 47 45 44 45 45 3.87 44 3.96 1 0.09
Indiana 3 3 3 3 3 2 2 2 1 6.51 2 6.46 -1 -0.05
Iowa 37 37 38 39 37 38 38 38 39 4.35 40 4.30 -1 -0.05
Kansas 26 26 29 30 30 31 18 19 19 5.35 17 5.35 2 0.00
Kentucky 17 17 23 22 20 24 23 24 24 5.20 24 5.23 0 0.03
Louisiana 19 19 18 27 22 28 29 26 25 5.19 23 5.26 2 0.07
Maine 38 38 39 40 39 40 40 40 41 4.24 47 3.72 -6 -0.52
Maryland 41 41 41 41 42 41 41 43 43 4.12 42 4.15 1 0.03
Massachusetts 44 44 45 45 45 46 45 46 46 3.73 46 3.81 0 0.08
Michigan 27 27 28 28 26 26 26 22 23 5.22 25 5.22 -2 0.00
Minnesota 30 31 32 32 31 32 32 32 32 4.93 31 4.91 1 -0.02
Mississippi 34 34 37 37 36 37 37 37 38 4.43 37 4.45 1 0.02
Missouri 12 12 14 10 9 9 9 8 7 5.99 7 6.03 0 0.04
Montana 15 15 22 19 28 20 21 20 22 5.23 21 5.31 1 0.08
Nebraska 36 36 35 38 38 39 39 41 40 4.28 39 4.34 1 0.06
Nevada 7 7 7 6 6 5 6 5 5 6.17 5 6.19 0 0.02
New Hampshire 43 43 44 44 44 47 46 47 47 3.70 43 4.01 4 0.31
New Jersey 48 48 48 47 49 44 47 44 44 3.87 45 3.87 -1 0.00
New Mexico 1 1 1 1 1 1 1 1 2 6.50 1 6.51 1 0.01
New York 47 47 46 48 46 48 48 49 49 2.89 49 2.83 0 -0.06
North Carolina 10 10 26 29 29 14 13 13 13 5.52 13 5.53 0 0.01
North Dakota 4 4 4 4 4 6 7 11 10 5.70 9 5.91 1 0.21
Ohio 8 8 6 5 5 7 5 6 6 6.12 6 6.13 0 0.01
Oklahoma 21 22 24 21 21 29 30 31 30 5.06 30 5.02 0 -0.04
Oregon 18 18 11 16 17 16 20 16 17 5.37 20 5.31 -3 -0.06
Pennsylvania 32 32 30 15 15 17 16 15 15 5.43 16 5.46 -1 0.03
Rhode Island 46 46 43 43 43 42 42 42 42 4.19 41 4.28 1 0.09
South Carolina 35 35 36 36 35 36 35 35 36 4.60 35 4.60 1 0.00
South Dakota 9 9 10 12 13 15 14 23 18 5.36 14 5.53 4 0.17
Tennessee 40 40 40 35 34 35 34 34 33 4.73 33 4.76 0 0.03
Texas 33 33 33 34 33 34 36 36 37 4.47 38 4.35 -1 -0.12
Utah 6 6 8 8 8 8 8 7 8 5.98 8 5.94 0 -0.04
Vermont 49 49 49 49 48 49 49 48 48 3.24 48 3.23 0 -0.01
Virginia 24 25 20 23 23 25 24 29 28 5.14 29 5.11 -1 -0.03
Washington 14 14 15 20 18 18 17 18 21 5.27 22 5.30 -1 0.03
West Virginia 25 21 9 9 10 10 10 9 9 5.77 10 5.80 -1 0.03
Wisconsin 31 29 31 31 25 21 22 17 16 5.40 15 5.47 1 0.07
Wyoming 42 42 42 42 41 43 43 39 35 4.61 34 4.60 1 -0.01
District of Columbia 46 50 40 47 48 48 48 49 49 2.95 49 2.84 0 -0.11
Note: A rank of 1 is best, 50 is worst. All scores are for fiscal years. D.C.’s score and rank do not affect other states.
Source: Tax Foundation.
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Mark, McGuire, and Papke (2000) find taxes that vary from one location to another within 
a region could be uniquely important determinants of intraregional location decisions. 
They find that higher rates of two business taxes–the sales tax and the personal property 
tax–are associated with lower employment growth. They estimate that a tax hike on 
personal property of one percentage point reduces annual employment growth by 2.44 
percentage points. 

Bartik (1985), finding that property taxes are a significant factor in business location 
decisions, estimates that a 10 percent increase in business property taxes decreases 
the number of new plants opening in a state by between 1 and 2 percent. Bartik (1989) 
backs up his earlier findings by concluding that higher property taxes negatively affect 
the establishment of small businesses. He elaborates that the particularly strong negative 
effect of property taxes occurs because they are paid regardless of profits, and many 
small businesses are not profitable in their first few years, so high property taxes would 
be more influential than profit-based taxes on the start-up decision. 

States which keep statewide property taxes low better position themselves to attract 
business investment. Localities competing for business can put themselves at a greater 
competitive advantage by keeping personal property taxes low. 

Taxes on capital stock, tangible and intangible property, inventory, real estate transfers, 
estates, inheritance, and gifts are also included in the property tax component of the 
Index. The states that score the best on property tax are New Mexico, Indiana, Idaho, 
Delaware, Nevada, and Ohio. These states generally have low rates of property tax, 
whether measured per capita or as a percentage of income. They also avoid distortionary 
taxes like estate, inheritance, gift, and other wealth taxes. States that score poorly on the 
property tax component are Connecticut, New York, Vermont, Maine, Massachusetts, 
New Jersey, and Illinois. These states generally have high property tax rates and levy 
several wealth-based taxes. 

The property tax portion of the Index is composed of two equally weighted subindices 
devoted to measuring the economic impact of both rates and bases. The rate subindex 
consists of property tax collections (measured both per capita and as a percentage of 
personal income) and capital stock taxes. The base portion consists of dummy variables 
detailing whether each state levies wealth taxes such as inheritance, estate, gift, 
inventory, intangible property, and other similar taxes.31 

Property Tax Rate

The property tax rate subindex consists of property tax collections per capita (40 percent 
of the subindex score), property tax collections as a percent of personal income (40 
percent of the subindex score), and capital stock taxes (20 percent of the subindex score). 
The heavy weighting of tax collections is due to their importance to businesses and 
individuals and their increasing size and visibility to all taxpayers. Both are included to gain 

31 Though not included directly in this Index for data availability reasons, tangible personal property taxes can also affect business decisions. 
For a comprehensive review of these taxes and reform recommendations, see Joyce Errecart, Ed Gerrish, and Scott Drenkard, “States 
Moving Away from Taxes on Tangible Personal Property,” Tax Foundation, Oct. 4, 2012. 
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a better understanding of how much each state collects in proportion to its population 
and its income. Tax collections as a percentage of personal income forms an effective rate 
that gives taxpayers a sense of how much of their income is devoted to property taxes, 
and the per capita figure lets them know how much in actual dollar terms they pay in 
property taxes compared to residents of other states. 

While these measures are not ideal–having effective tax rates of personal and real 
property for both businesses and individuals would be preferable–they are the best 
measures available due to the significant data constraints posed by property tax 
collections. Since a high percentage of property taxes are levied on the local level, there 
are countless jurisdictions. The sheer number of different localities makes data collection 
almost impossible. The few studies that tackle the subject use representative towns or 
cities instead of the entire state. Thus, the best source for data on property taxes is the 
Census Bureau, because it can compile the data and reconcile definitional problems. 

States that maintain low effective rates and low collections per capita are more likely to 
promote growth than states with high rates and collections. 

Property Tax Collections Per Capita. Property tax collections per capita are calculated 
by dividing property taxes collected in each state (obtained from the Census Bureau) 
by population. The states with the highest property tax collections per capita are New 
Jersey ($3,513), New Hampshire ($3,246), Connecticut ($3,215), New York ($3,180), 
and Vermont ($2,938). The states that collect the least per capita are Alabama ($620), 
Arkansas ($788), Oklahoma ($826), Tennessee ($834), and Kentucky ($873). 

Effective Property Tax Rate. Property tax collections as a percent of personal income 
are derived by dividing the Census Bureau’s figure for total property tax collections by 
personal income in each state. This provides an effective property tax rate. States with 
the highest effective rates and therefore the worst scores are Maine (5.21 percent), 
Vermont (4.82 percent), New Jersey (4.80 percent), New Hampshire (4.79 percent), New 
York (4.36 percent), and Connecticut (4.20 percent). States that score well with low 
effective tax rates are Alabama (1.37 percent), Tennessee (1.61 percent), Arkansas (1.69 
percent), Oklahoma (1.75 percent), Louisiana (1.80 percent), and Delaware (1.86 percent).

Capital Stock Tax Rate. Capital stock taxes (sometimes called franchise taxes) are levied 
on the wealth of a corporation, usually defined as net worth. They are often levied in 
addition to corporate income taxes, adding a duplicate layer of taxation and compliance 
for many corporations. Corporations that find themselves in financial trouble must use 
their limited cash flow to pay their capital stock tax. In assessing capital stock taxes, the 
subindex accounts for three variables: the capital stock tax rate; the maximum payment; 
and whether any capital stock tax is imposed in addition to a corporate income tax, or 
whether the business is liable for the higher of the two. The capital stock tax subindex is 
20 percent of the total rate subindex. 
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This variable measures the rate of taxation as levied by the 16 states with a capital stock 
tax. Legislators have come to realize the damaging effects of capital stock taxes, and a 
handful of states are reducing or repealing them. Kansas completed the phaseout of its 
tax in 2011. West Virginia and Rhode Island fully phased out their capital stock taxes 
as of January 1, 2015, and Pennsylvania phased out its capital stock tax in 2016. New 
York finished a phaseout of the state’s capital stock tax as of January 1, 2021, but the 
legislature decided to temporarily reinstate the tax due to coronavirus-related budget 
concerns. Similarly, Illinois had plans to begin a phaseout in 2020, completing the process 
in 2024. After two years, Illinois reversed its phaseout plan and opted instead to freeze 
the franchise tax exemption at $1,000. Connecticut plans to phase out its tax by January 
1, 2024. States with the highest capital stock tax rates include Arkansas (0.30 percent), 
Louisiana (0.275 percent), Massachusetts (0.26 percent), Connecticut (0.21 percent), 
Tennessee (0.25 percent), and New York (0.1875 percent). 

Maximum Capital Stock Tax Payment. Eight states mitigate the negative economic impact 
of the capital stock tax by placing a cap on the maximum capital stock tax payment. These 
states are Alabama, Connecticut, Delaware, Georgia, Illinois, Nebraska, New York, and 
Oklahoma, and among states with a capital stock tax, they receive the highest score on 
this variable. 

Capital Stock Tax versus Corporate Income Tax. Some states mitigate the negative 
economic impact of the capital stock tax by allowing corporations to pay the higher of 
their capital stock tax or their corporate tax. These states (Connecticut, Massachusetts, 
and New York) are given credit for this provision. States that do not have a capital stock 
tax get the best scores in this subindex while the states that force companies to pay both 
score the worst. 

Property Tax Base

This subindex is composed of dummy variables listing the different types of property 
taxes each state levies. Seven taxes are included and each is equally weighted. Delaware, 
Idaho, Indiana, Ohio, Alaska, New Mexico, North Dakota, Nevada, New Hampshire, New 
Jersey, North Carolina, and Pennsylvania score the best because they each only levy 
one of the seven taxes. Connecticut, Maryland, and Kentucky receive the worst scores 
because they impose many of these taxes. 

Business Tangible Property Tax. This variable rewards states which remove, or 
substantially remove, business tangible personal property from their tax base. Taxes on 
tangible personal property, meaning property that can be touched or moved (as opposed 
to real estate), are a source of tax complexity and nonneutrality, incentivizing firms to 
change their investment decisions and relocate to avoid the tax. Eight states (Delaware, 
Hawaii, Illinois, Iowa, New Jersey, New York, Ohio, and Pennsylvania) exempt all tangible 
personal property from taxation, while another four states (Minnesota, New Hampshire, 
North Dakota, and South Dakota) exempt most such property from taxation except for 
select industries that are centrally assessed.
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Intangible Property Tax. This dummy variable gives low scores to those states that 
impose taxes on intangible personal property. Intangible personal property includes 
stocks, bonds, and other intangibles such as trademarks. This tax can be highly 
detrimental to businesses that hold large amounts of their own or other companies’ stock 
and that have valuable trademarks. Eight states levy this tax in various degrees: Alabama, 
Iowa, Kentucky, Louisiana, Mississippi, South Dakota, Tennessee, and Texas.32 

Inventory Tax. Levied on the value of a company’s inventory, the inventory tax is 
especially harmful to large retail stores and other businesses that store large amounts of 
merchandise. Inventory taxes are highly distortionary, because they force companies to 
make decisions about production that are not entirely based on economic principles but 
rather on how to pay the least amount of tax on goods produced. Inventory taxes also 
create strong incentives for companies to locate inventory in states where they can avoid 
these harmful taxes. Fourteen states levy some form of inventory tax. 

Split Roll Taxation. In some states, different classes of property—like residential, 
commercial, industrial, and agricultural property—face distinct tax burdens, either 
because they are taxed at different rates or are exposed to different assessment ratios. 
When such distinctions exist, the state is said to have a split (rather than unified) property 
tax roll. The Index assesses whether states utilize split roll taxation, which tends to 
discriminate against business property, and what ratio exists between commercial and 
residential property taxation. 

Property Tax Limitation Regimes. Most states limit the degree to which localities can 
raise property taxes, but these property tax limitation regimes vary dramatically. Broadly 
speaking, there are three types of property tax limitations. Assessment limits restrict 
the rate at which a given property’s assessed value can increase each year. (It often, but 
not always, resets upon sale or change of use, and sometimes resets when substantial 
improvements are made.) Rate limits, as the name implies, either cap the allowable 
rate or restrict the amount by which the rate can be raised in a given year. Finally, levy 
limits impose a restriction on the growth of total collections (excluding those from new 
construction), implementing or necessitating rate reductions if revenues exceed the 
allowable growth rate. Most limitation regimes permit voter overrides. The Index penalizes 
states for imposing assessment limitations, which distort property taxation, leading 
to similar properties facing highly disparate effective rates of taxation and influencing 
decisions about property utilization. It also rewards states for adopting either a rate or 
levy limit, or both. 

Asset Transfer Taxes (Estate, Inheritance, and Gift Taxes). Four taxes levied on the 
transfer of assets are part of the property tax base. These taxes, levied in addition to 
the federal estate tax, all increase the cost and complexity of transferring wealth and 
hurt a state’s business climate. These harmful effects can be particularly acute in the 
case of small, family-owned businesses if they do not have the liquid assets necessary to 

32 Some states, like Kentucky, are often considered not to impose an intangible property tax but continue to levy a low millage on financial 
deposits.
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pay the estate’s tax liability.33 The four taxes are real estate transfer taxes, estate taxes, 
inheritance taxes, and gift taxes. Thirty-five states and the District of Columbia levy 
taxes on the transfer of real estate, adding to the cost of purchasing real property and 
increasing the complexity of real estate transactions. This tax is harmful to businesses 
that transfer real property often. 

The federal Economic Growth and Tax Relief Reconciliation Act of 2001 (EGTRRA) 
lowered the federal estate tax rate through 2009 and eliminated it entirely in 2010. Prior 
to 2001, most states levied an estate tax that piggybacked on the federal system, because 
the federal tax code allowed individuals to take a dollar-for-dollar tax credit for state 
estate taxes paid. In other words, states essentially received free tax collections from the 
estate tax, and individuals did not object because their total tax liability was unchanged. 
EGTRRA eliminated this dollar-for-dollar credit system, replacing it with a tax deduction. 

Consequently, over the past decade, some states enacted their own estate tax while 
others repealed their estate taxes. Some states have provisions reintroducing the estate 
tax if the federal dollar-for-dollar credit system is revived. This would have happened 
in 2011, as EGTRRA expired and the federal estate tax returned to pre-2001 levels. 
However, in late 2010, Congress reenacted the estate tax for 2011 and 2012 but with 
higher exemptions and a lower rate than pre-2001 law and maintained the deduction for 
state estate taxes. The tax reform law of 2017 raised the federal exemption still further. 
Thirty-eight states receive a high score for either (1) remaining coupled to the federal 
credit and allowing their state estate tax to expire or (2) not enacting their own estate 
tax, including two which repealed their estate tax this year. Twelve states and the District 
of Columbia have maintained an estate tax either by linking their tax to the pre-EGTRRA 
credit or by creating their own stand-alone system. These states score poorly. 

Each year, some businesses, especially those that have not spent a sufficient sum on 
estate tax planning and on large insurance policies, find themselves unable to pay their 
estate taxes, either federal or state. Usually they are small- to medium-sized family-
owned businesses where the death of the owner occasions a surprisingly large tax liability. 

Inheritance taxes are similar to estate taxes, but they are levied on the heir of an estate 
instead of on the estate itself. Therefore, a person could inherit a family-owned company 
from his or her parents and be forced to downsize it, or sell part or all of it, in order to pay 
the heir’s inheritance tax. Six states have inheritance taxes and are punished in the Index, 
because the inheritance tax causes economic distortions. Maryland has both an estate 
tax and an inheritance tax, the only state to impose both after New Jersey completed the 
repeal of its estate tax.

Connecticut is the only state with a gift tax, and it scores poorly. Gift taxes are designed 
to stop individuals’ attempts to avoid the estate tax by giving their estates away before 
they die. Gift taxes have a negative impact on a state’s business tax climate because they 
also heavily impact individuals who have sole proprietorships, S corporations, and LLCs. 

33 For a summary of the effects of the estate tax on business, see Congressional Budget Office, “Effects of the Federal Estate Tax on Farms 
and Small Businesses,” July 2005. For a summary on the estate tax in general, see David Block and Scott Drenkard, “The Estate Tax: Even 
Worse Than Republicans Say,” Tax Foundation, Sept. 4, 2012. 
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UNEMPLOYMENT INSURANCE TAXES
Unemployment insurance (UI) is a social insurance program jointly operated by the federal 
and state governments. Taxes are paid by employers into the UI program to finance 
benefits for workers recently unemployed. Compared to the other major taxes assessed 
in the State Business Tax Climate Index, UI taxes are much less well-known. Every state has 
one, and all 50 of them are complex, variable-rate systems that impose different rates on 
different industries and different bases depending upon such factors as the health of the 
state’s UI trust fund.34 

One of the worst aspects of the UI tax system is that financially troubled businesses, for 
which layoffs may be a matter of survival, actually pay higher marginal rates as they are 
forced into higher tax rate schedules. In the academic literature, this has long been called 
the “shut-down effect” of UI taxes: failing businesses face climbing UI taxes, with the 
result that they fail sooner. 

The unemployment insurance tax component of the Index consists of two equally 
weighted subindices, one that measures each state’s rate structure and one that focuses 
on the tax base. Unemployment insurance taxes comprise 9.8 percent of a state’s final 
Index score. 

Overall, the states with the least damaging UI taxes are Oklahoma, Florida, Delaware, 
Louisiana, Mississippi, and Michigan. Comparatively speaking, these states have rate 
structures with lower minimum and maximum rates and a wage base at the federal level. 
In addition, they have simpler experience formulas and charging methods, and they have 
not complicated their systems with benefit add-ons and surtaxes. 

Conversely, the states with the worst UI taxes are Massachusetts, Rhode Island, 
Kentucky, Idaho, and Maryland. These states tend to have rate structures with high 
minimum and maximum rates and wage bases above the federal level. They also tend to 
feature more complicated experience formulas and charging methods, and have added 
benefits and surtaxes to their systems. 

Unemployment Insurance Tax Rate

UI tax rates in each state are based on a schedule of rates ranging from a minimum rate 
to a maximum rate. The rate for any particular business is dependent upon the business’s 
experience rating: businesses with the best experience ratings will pay the lowest 
possible rate on the schedule while those with the worst ratings pay the highest. The rate 
is applied to a taxable wage base (a predetermined fraction of an employee’s wage) to 
determine UI tax liability. 

34 See generally Joseph Bishop-Henchman, “Unemployment Insurance Taxes: Options for Program Design and Insolvent Trust Funds,” Tax 
Foundation, Oct. 17, 2011. 
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TABLE 7.

Unemployment Insurance Tax Component of the State Business Tax Climate Index  
(2014–2023)

Prior Year Ranks 2022 2023
2022-2023 

Change

State 2014 2015 2016 2017 2018 2019 2020 2021 Rank Score Rank Score Rank Score
Alabama 23 25 26 14 11 12 18 15 18 5.16 19 5.15 -1 -0.01
Alaska 26 24 22 29 24 34 45 44 44 4.31 44 4.33 0 0.02
Arizona 2 4 5 11 15 13 6 8 14 5.50 14 5.47 0 -0.03
Arkansas 28 40 43 30 31 33 23 23 20 5.13 20 5.14 0 0.01
California 14 14 13 16 13 17 22 21 24 5.07 24 5.03 0 -0.04
Colorado 38 35 34 42 34 39 42 40 40 4.52 42 4.45 -2 -0.07
Connecticut 21 20 20 21 19 23 21 22 23 5.09 23 5.07 0 -0.02
Delaware 1 3 3 3 3 3 3 3 2 5.96 2 5.99 0 0.03
Florida 4 2 2 2 2 2 2 2 4 5.87 3 5.92 1 0.05
Georgia 39 39 39 35 37 37 38 38 37 4.69 35 4.70 2 0.01
Hawaii 32 28 24 24 26 26 28 25 31 4.88 30 4.90 1 0.02
Idaho 47 46 45 46 45 47 47 47 46 4.05 47 4.04 -1 -0.01
Illinois 41 37 37 38 41 41 39 42 42 4.50 43 4.41 -1 -0.09
Indiana 10 9 15 10 10 11 25 27 26 4.93 27 4.93 -1 0.00
Iowa 33 33 35 34 33 32 34 36 34 4.80 33 4.81 1 0.01
Kansas 7 8 11 12 12 15 14 14 16 5.41 15 5.42 1 0.01
Kentucky 46 45 46 48 47 46 48 48 48 3.87 48 4.01 0 0.14
Louisiana 5 5 4 9 4 4 4 4 6 5.73 6 5.73 0 0.00
Maine 37 42 41 44 43 24 31 32 35 4.79 38 4.60 -3 -0.19
Maryland 31 21 28 26 23 28 32 33 47 4.03 41 4.46 6 0.43
Massachusetts 48 48 47 49 49 50 50 50 50 3.41 50 3.32 0 -0.09
Michigan 44 47 48 47 48 48 17 18 7 5.66 8 5.66 -1 0.00
Minnesota 34 29 29 28 36 25 33 31 28 4.90 34 4.80 -6 -0.10
Mississippi 8 7 8 5 5 5 5 5 5 5.79 5 5.80 0 0.01
Missouri 13 13 12 7 7 8 9 7 3 5.91 4 5.92 -1 0.01
Montana 20 18 18 19 20 21 20 20 19 5.15 18 5.16 1 0.01
Nebraska 12 12 10 8 9 9 11 11 11 5.56 11 5.56 0 0.00
Nevada 43 43 42 43 44 44 46 46 45 4.19 46 4.19 -1 0.00
New Hampshire 45 44 44 41 42 43 44 43 43 4.32 45 4.32 -2 0.00
New Jersey 30 32 32 25 35 31 30 30 33 4.86 32 4.85 1 -0.01
New Mexico 11 10 7 17 16 10 8 9 8 5.64 9 5.65 -1 0.01
New York 24 31 33 32 29 30 37 37 36 4.76 40 4.50 -4 -0.26
North Carolina 9 11 9 6 6 7 10 10 10 5.58 10 5.59 0 0.01
North Dakota 16 16 16 15 14 14 13 13 9 5.63 7 5.68 2 0.05
Ohio 6 6 6 4 8 6 7 6 13 5.54 13 5.52 0 -0.02
Oklahoma 3 1 1 1 1 1 1 1 1 6.05 1 6.07 0 0.02
Oregon 29 30 27 33 30 36 35 35 39 4.62 36 4.69 3 0.07
Pennsylvania 50 50 50 45 50 45 41 39 22 5.09 22 5.08 0 -0.01
Rhode Island 49 49 49 50 46 49 49 49 49 3.76 49 3.77 0 0.01
South Carolina 35 36 31 37 28 27 26 24 29 4.90 29 4.91 0 0.01
South Dakota 40 41 40 40 38 38 43 41 38 4.67 37 4.68 1 0.01
Tennessee 25 26 25 23 22 22 24 26 21 5.09 21 5.10 0 0.01
Texas 15 15 14 13 25 18 12 12 12 5.55 12 5.55 0 0.00
Utah 19 22 19 22 21 16 15 17 17 5.39 16 5.40 1 0.01
Vermont 17 17 17 20 18 20 16 16 15 5.48 17 5.36 -2 -0.12
Virginia 42 38 38 39 40 42 40 45 41 4.52 39 4.52 2 0.00
Washington 18 19 21 18 17 19 19 19 25 5.02 25 5.02 0 0.00
West Virginia 22 23 23 27 27 29 29 28 27 4.93 26 4.95 1 0.02
Wisconsin 27 27 36 36 39 40 36 34 30 4.88 31 4.90 -1 0.02
Wyoming 36 34 30 31 32 35 27 29 32 4.86 28 4.92 4 0.06
District of Columbia 25 27 27 27 29 32 34 36 39 4.66 38 4.64 1 -0.02
Note: A rank of 1 is best, 50 is worst. All scores are for fiscal years. D.C.’s score and rank do not affect other states.
Source: Tax Foundation.
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Multiple rates and rate schedules can affect neutrality as states attempt to balance the 
dual UI objectives of spreading the cost of unemployment to all employers and ensuring 
high-turnover employers pay more. 

Overall, the states with the best score on this rate subindex are Florida, Nebraska, 
Louisiana, Missouri, South Carolina, Mississippi, and Georgia. Generally, these states have 
low minimum and maximum tax rates on each schedule and a wage base at or near the 
federal level. The states with the worst scores are New York, Massachusetts, Washington, 
Rhode Island, Alaska, and Oregon.

The subindex gives equal weight to two factors: the actual rate schedules in effect in the 
most recent year, and the statutory rate schedules that can potentially be implemented at 
any time depending on the state of the economy and the UI fund. 

Tax Rates Imposed in the Most Recent Year

Minimum Tax Rate. States with lower minimum rates score better. The minimum rates 
in effect in the most recent year range from zero percent (in Iowa, Missouri, Nebraska, 
South Dakota, and Wisconsin) to 2.10 percent (in New York). 

Maximum Tax Rate. States with lower maximum rates score better. The maximum rates 
in effect in the most recent year range from 5.4 percent (in Alaska, Florida, Hawaii, Idaho, 
Nebraska, Nevada, and Oregon) to 20.93 percent (in Arizona). 

Taxable Wage Base. California, Florida, and Tennessee receive the best scores in this 
variable with a taxable wage base of $7,000—in line with the federal taxable wage base. 
The state with the highest taxable bases and, thus, the worst score on this variable, is 
Washington ($62,500). 

Potential Rates

Due to the effect of business and seasonal cycles on UI funds, states will sometimes 
change UI tax rate schedules. When UI trust funds are flush, states will trend toward their 
lower rate schedules (“most favorable schedules”); however, when UI trust funds are low, 
states will trend toward their higher rate schedules (“least favorable schedules”). 

Most Favorable Schedule: Minimum Tax Rate. States receive the best score in this 
variable with a minimum tax rate of zero, which they implement when unemployment is 
low and the UI fund is flush. The minimum rate on the most favorable schedule ranges 
from zero in 22 states to 1.0 percent in Alaska. 

Most Favorable Schedule: Maximum Tax Rate. The lowest maximum rate of 5.4 percent 
is imposed by 22 states and the District of Columbia. The state with the highest maximum 
tax rate and, thus, the worst maximum tax score, is Wisconsin (10.7 percent). 
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Least Favorable Schedule: Minimum Tax Rate. Thirteen states receive the best score on 
this variable with a minimum tax rate of zero percent. The state with the highest minimum 
tax rate and, thus, the worst minimum tax score, is Hawaii (2.4 percent).

Least Favorable Schedule: Maximum Tax Rate. Twelve states receive the best score in 
this variable with a comparatively low maximum tax rate of 5.4 percent. The state with 
the highest maximum tax rate and, thus, the worst maximum tax score, is Massachusetts 
(18.55 percent). 

Unemployment Insurance Tax Base

The UI base subindex scores states on how they determine which businesses should pay 
the UI tax and how much, as well as other UI-related taxes for which businesses may also 
be liable. 

The states that receive the best scores on this subindex are Oklahoma, Delaware, 
Vermont, New Mexico, and North Dakota. In general, these states have relatively simple 
experience formulas, they exclude more factors from the charging method, and they 
enforce fewer surtaxes.

States that receive the worst scores are Virginia, Nevada, Idaho, Maine, and Georgia. In 
general, they have more complicated experience formulas, exclude fewer factors from 
the charging method, and have complicated their systems with add-ons and surtaxes. The 
three factors considered in this subindex are experience rating formulas (40 percent of 
the subindex score), charging methods (40 percent of the subindex score), and a host of 
smaller factors aggregated into one variable (20 percent of the subindex score). 

Experience Rating Formula. A business’s experience rating formula determines the rate 
the firm must pay—whether it will lean toward the minimum rate or maximum rate of the 
particular rate schedule in effect in the state at that time. 

There are four basic experience formulas: contribution, benefit, payroll, and state 
experience. The first three experience formulas–contribution, benefit, and payroll–are 
based solely on the business’s experience and are therefore nonneutral by design.35 
However, the final variable–state experience–is a positive mitigating factor because it 
is based on statewide experience. In other words, the state experience is not tied to 
the experience of any one business; therefore, it is a more neutral factor. This subindex 
penalizes states that depend on the contribution, benefit, and payroll experience variables 
while rewarding states with the state experience variable. 

Charging Methods and Benefits Excluded from Charging. A business’s experience rating 
will vary depending on which charging method the state government uses. When a 
former employee applies for unemployment benefits, the benefits paid to the employee 
must be charged to a previous employer. There are three basic charging methods: 

35 Alaska is the only state to use the payroll experience method. This method does not use benefit payments in the formula but instead 
the variation in an employer’s payroll from quarter to quarter. This is a violation of tax neutrality since any decision by the employer or 
employee that would affect payroll may trigger higher UI tax rates.
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 • Charging Most Recent or Principal Employer: Nine states charge all the benefits to one 
employer, usually the most recent.

 • Charging Base-Period Employers in Inverse Chronological Order: Six states charge all 
base-period employers in inverse chronological order. This means that all employers 
within a base period of time (usually the last year, sometimes longer) will have the 
benefits charged against them, with the most recent employer being charged the 
most. 

 • Charging in Proportion to Base-Period Wages: Thirty-four states and the District of 
Columbia charge in proportion to base-period wages. This means that all employers 
within a base period of time (usually the last year, sometimes longer) will have the 
benefits charged against them in proportion to the wages they paid. 

None of these charging methods could be called neutral, but at the margin, charging the 
most recent or principal employer is the least neutral because the business faced with 
the necessity of laying off employees knows it will bear the full benefit charge. The most 
neutral of the three is the “charging in proportion to base-period wages” since there is a 
higher probability of sharing the benefit charges with previous employers. 

As a result, the states that charge in proportion to base-period wages receive the best 
score. The states that charge the most recent or principal employer receive the worst 
score. The states that charge base-period employers in inverse chronological order 
receive a median score. 

Many states also recognize that certain benefit costs should not be charged to employers, 
especially if the separation is beyond the employer’s control. Therefore, this subindex also 
accounts for six types of exclusions from benefit charges:

 • Benefit award reversed 
 • Reimbursements on combined wage claims 
 • Voluntary leaving 
 • Discharge for misconduct 
 • Refusal of suitable work 
 • Continues to work for employer on part-time basis 

States are rewarded for each of these exclusions because they nudge a UI system toward 
neutrality. For instance, if benefit charges were levied for employees who voluntarily quit, 
then industries with high turnover rates, such as retail, would be hit disproportionately 
harder. States that receive the best scores in this category are Connecticut, Delaware, 
Louisiana, Missouri, Ohio, and Vermont. On the other hand, the states that receive 
the worst scores are Virginia, Nevada, Georgia, Idaho, Kentucky, Maine, Illinois, New 
Hampshire, Rhode Island, and South Carolina. Most states charge the most recent or 
principal employer and forbid most benefit exclusions. 
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Solvency Tax. These taxes are levied on employers when a state’s unemployment fund 
falls below some defined level. Twenty-seven states have a solvency tax on the books, 
though they fall under different names, such as solvency adjustment tax (Alaska), 
supplemental assessment tax (Delaware), subsidiary tax (New York), and fund balance 
factor (Virginia). 

Taxes for Socialized Costs or Negative Balance Employer. These are levied on employers 
when the state desires to recover benefit costs above and beyond the UI tax collections 
based on the normal experience rating process. Nine states have these taxes on the 
books, though they fall under different names, such as shared cost assessment tax 
(Alabama) and social cost factor tax (Washington). 

Loan and Interest Repayment Surtaxes. Levied on employers when a loan is taken from 
the federal government or when bonds are sold to pay for benefit costs, these taxes are of 
two general types. The first is a tax to pay off the federal loan or bond issue. The second 
is a tax to pay the interest on the federal loan or bond issue. States are not allowed to pay 
interest costs directly from the state’s unemployment trust fund. Twenty-eight states and 
the District of Columbia have these taxes on the books, though they fall under several 
names, such as advance interest tax and bond assessment tax (Colorado) and temporary 
emergency assessment tax (Delaware). 

Reserve Taxes. Reserve taxes are levied on employers, to be deposited in a reserve fund 
separate from the unemployment trust fund. Since the fund is separate, the interest 
earned on it is often used to create other funds for purposes such as job training and 
paying the costs of the reserve tax’s collection. Four states have these taxes on the 
books: Idaho and Iowa (reserve tax), Nebraska (state UI tax), and North Carolina (reserve 
fund tax). 

Surtaxes for UI Administration or Non-UI Purposes. Twenty-nine states and the District 
of Columbia levy surtaxes on employers, usually to fund administration but sometimes 
for job training or special improvements in technology. They are often deposited in a fund 
outside of the state’s unemployment fund. Some of the names they go by are the state 
training and employment program (Arkansas), reemployment service fund tax (New York), 
wage security tax (Oregon), and investment in South Dakota future fee (South Dakota). 

Temporary Disability Insurance (TDI). A handful of states–California, Hawaii, New 
Jersey, and New York–have established a temporary disability insurance (TDI) program 
that augments the UI program by extending benefits to those unable to work because of 
sickness or injury. No separate tax funds these programs; the money comes right out of 
the states’ unemployment funds. Because the balance of the funds triggers various taxes, 
the TDIs are included as a negative factor in the calculation of this subindex. 
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Voluntary Contributions. Twenty-six states allow businesses to make voluntary 
contributions to the unemployment trust fund. In most cases, these contributions are 
rewarded with a lower rate schedule, often saving the business more money in taxes 
than was paid through the contribution. The Index rewards states that allow voluntary 
contributions because firms are able to pay when they can best afford to instead of when 
they are struggling. This provision helps to mitigate the nonneutralities of the UI tax. 

Time Period to Qualify for Experience Rating. Newly formed businesses, naturally, do not 
qualify for an experience rating because they have no significant employment history on 
which to base the rating. Federal rules stipulate that states can levy a “new employer” rate 
for one to three years, but no less than one year. From a neutrality perspective, however, 
this new employer rate is nonneutral in almost all cases since the rate is higher than the 
lowest rate schedule. The longer this rate is in effect, the worse the nonneutrality. As 
such, the Index rewards states with the minimum one year required to earn an experience 
rating and penalizes states that require the full three years. 



54 | STATE BUSINESS TAX CLIMATE INDEX

REFERENCES
Agostini, Claudio and Soraphol Tulayasathien. “Tax Effects on Investment Location: Evidence for Foreign 
Direct Investment in the United States,” Office of Tax Policy Research, University of Michigan Business 
School (2001). 

Anderson, Patrick. “Benchmarking for Success: A Comparison of State Business Taxes,” Anderson Economic 
Group (2006), 19-20. 

Bartik, Timothy J. Who Benefits from State and Local Economic Development Policies? (Kalamazoo, MI: W.E. 
Upjohn Institute for Employment Research, 1991). 

Bartik, Timothy J. “Small Business Start-Ups in the United States: Estimates of the Effects of Characteristics 
of States,” Southern Economic Journal (April 1989): 1004-1018.

Bartik, Timothy J. “Business Location Decisions in the United States: Estimates of the Effects of 
Unionization, Taxes, and Other Characteristics of States,” Journal of Business and Economics Statistics 3:1 
(January 1985): 14-22. 

Besley, Timothy J. and Anne Case. “Does Electoral Accountability Affect Economic Policy Choices? Evidence 
from Gubernatorial Term Limits,” Quarterly Journal of Economics 110:1 (August 1995): 769–798.

Besley, Timothy J. and Harvey S. Rosen. “Sales Taxes and Prices: An Empirical Analysis,” NBER Working 
Paper No. 6667 (July 1998).

Bishop-Henchman, Joseph. “Unemployment Insurance Taxes: Options for Program Design and Insolvent 
Trust Funds,” Tax Foundation (Oct. 17, 2011). 

Bishop-Henchman, Joseph and Jason Sapia. “Local Income Taxes: City- and County-Level Income and Wage 
Taxes Continue to Wane,” Tax Foundation (Aug. 31, 2011). 

Bittlingmayer, Gregory, Liesel Eathington, Arthur Hall and Peter F. Orazem. “Business Climate Indexes: 
Which Work, Which Don’t, and What Can They Say about the Kansas Economy?” The Center for Applied 
Economics, Kansas University (June 2005).

Bosch, Nuria and Albert Sole-Olle. “Yardstick competition and the political costs of raising taxes: An 
empirical analysis of Spanish municipalities,” International Tax and Public Finance 14:1 (February 2007): 71-92.  

Brueckner, Jan and Luz A. Saavedra. “Do Local Governments Engage in Strategic Property-Tax 
Competition?” National Tax Journal 54 (June 2001): 203–229. 

Brunori, David. State Tax Policy: A Political Perspective (Washington, D.C.: Urban Institute Press, September 
2011).

Brunori, David. Local Tax Policy: A Federalist Perspective (Washington, D.C.: Urban Institute Press, 
December 2007).

Byars, Jon, Bobby McCormick, and Bruce Yandle. “Economic Freedom in America’s 50 States: a 1999 
Analysis,” Center for Policy and Legal Studies, Department of Economics, Clemson University (March 1, 
1999).

Carroll, Robert, Douglas Holtz-Eakin, Mark Rider, and Harvey S. Rosen. “Income Taxes and Entrepreneurs’ 
Use of Labor,” Journal of Labor Economics 18 (April 2000): 324-351.

Chamberlain, Andrew and Patrick Fleenor. “Tax Pyramiding: The Economic Consequences of Gross Receipts 
Taxes,” Tax Foundation (Dec. 4, 2006). 

Chorvat, Terrence R. and Michael S. Knoll. “The Economic and Policy Implications of Repealing the 
Corporate Alternative Tax,” Tax Foundation (Feb. 1, 2002). 

Due, John F. “Studies of State-Local Tax Influences on Location of Industry,” National Tax Journal 14 (June 
1961): 163-173. 

Drenkard, Scott, Liz Emanuel, and Yordan Yahiro. “State and Local Sales Taxes at Midyear 2014,” Tax 
Foundation (Sept. 16, 2014).

Errecart, Joyce, Ed Gerrish, and Scott Drenkard. “States Moving Away from Taxes on Tangible Personal 
Property,” Tax Foundation (Oct. 4, 2012). 

Fetting, David. “Thomas J. Holmes on Walmart’s Location Strategy,” Fedgazette (March 1, 2006). 

Fisher, Peter. Grading Places: What do the Business Climate Rankings Really Tell Us? (Washington, D.C.: 
Economic Policy Institute, June 2005).

Fisher, Peter. Grading Places: What Do the Business Climate Rankings Really Tell Us? Second Edition 
(Washington, D.C.: Good Jobs First, May 2013).

Fleenor, Patrick. “How Excise Tax Differentials Affect Interstate Smuggling and Cross-Border Sales of 
Cigarettes in the United States,” Tax Foundation (Oct. 1, 1998). 



TAX FOUNDATION | 55

Fleenor, Patrick and J. Scott Moody. “A Primer on the Economic Implications of Marginal Tax Rates,” Tax 
Foundation (Nov. 1, 1999). 

Fox, William F. and Matthew N. Murray. “Do Economic Effects Justify the Use of Fiscal Incentives?” Southern 
Economic Journal 71:78 (July 2004). 

Gentry, William H. and R. Glenn Hubbard. “‘Success Taxes,’ Entrepreneurial Entry and Innovation,” NBER 
Working Paper No. 10551 (June 2004).  

Giroud, Xavier, and Joshua Rauh. “State Taxation and the Reallocation of Business Activity: Evidence from 
Establishment-Level Data,” Journal of Political Economy 127:3 (June 2019).

Goolsbee, Austan (2004). “The impact of the corporate income tax: evidence from state organizational form 
data,” Journal of Public Economics 88, issue 11 (Sept. 2004): 2283-2299.

Goolsbee, Austan and Edward L. Maydew. “Coveting Thy Neighbor’s Manufacturing: The Dilemma of State 
Income Apportionment,” Journal of Public Economics 75:1 (January 2000). 

Gupta, Sanjya and Mary Ann Hofmann. “The Effect of State Income Tax Apportionment and Tax Incentives 
on New Capital Expenditures,” Journal of the American Taxation Association 25, Supplement 2003 (May 
2003): 1–25.

Harden, J. William and Hoyt, William H. “Do States Choose their Mix of Taxes to Minimize Employment 
Losses?” National Tax Journal 56 (March 2003): 7–26.

Haughton, Jonathan and Vadym Slobodyanyuk. State Competitiveness Report 2001 (Boston: Beacon Hill 
Institute, Suffolk University, December 2001).

Helms, L. Jay. “The Effect of State and Local Taxes on Economic Growth: A Time Series – Cross Section 
Approach,” The Review of Economics and Statistics 67:4 (November 1985): 574-582.

Hodge, Scott A. “Married Couples File Less Than Half of All Tax Returns, But Pay 74 Percent of all Income 
Taxes,” Tax Foundation, (Mar. 25, 2003). 

Hodge, Scott A. “Own a Business? You May be Rich: Two-Thirds of Taxpayers Hit by Highest Tax Rate Have 
Business Income,” Tax Foundation (May 5, 2003).

Hodge, Scott A. and J. Scott Moody. “Wealthy American and Business Activity,” Tax Foundation (Aug. 1, 
2004). 

Hodge, Scott A. and Andre Dammert. “U.S. Lags while Competitors Accelerate Corporate Income Tax 
Reform,” Tax Foundation Fiscal Fact No. 184 (Aug. 5, 2009).

Internal Revenue Service. “Individual Income Tax Returns 2013,” Rev. 08-2015.

Kleven, Henrik, Camille Landais, Mathilde Muñoz, and Stefanie Stantcheva. “Taxation and Migration: 
Evidence and Policy Implications,” National Bureau of Economic Research Working Paper No. 25740 (April 
2019).

Kolko, Jed, David Neumark, and Marisol Cuellar Meija. (2013). “What Do Business Climate Indexes Teach Us 
About State Policy and Economic Growth?” Journal of Regional Science 53:2 (Apr. 28, 2013): 220-255.

Kwall, Jeffrey K. “The Repeal of Graduated Corporate Tax Rates,” Tax Notes (June 27, 2011).

Ladd, Helen F. Local Government Tax and Land Use Policies in the United States: Understanding the Links. 
Northampton, MA: Edward Elgar Publishing, Feb. 1998. 

Ladd, Helen F. (1992). “Mimicking of Local Tax Burdens Among Neighboring Counties,” Public Finance Review 
20:4 (Oct. 1, 1992): 450-467.

Mark, Stephen T., Therese J. Mc Quire, and Leslie E. Papke. “The Influence of Taxes on Employment and 
Population Growth: Evidence from the Washington, D.C. Metropolitan Area,” National Tax Journal 53 (March 
2000): 105-123.

McQuire, Therese J. and Michael Wasylenko. “Jobs and Taxes: The Effects of Business Climate on States’ 
Employment Growth Rates,” National Tax Journal 38 (December 1985): 497–511.

Mikesell, John L. “Gross Receipts Taxes in State Government Finance: A Review of Their History and 
Performance,” Tax Foundation (Jan. 31, 2007).

Mikesell, John L. “State Retail Taxes in 2012: The Recovery Continues,” State Tax Notes (Dec. 26, 2012). 

Miles, Marc A., Edwin J. Feulner, and Mary Anastasia Miles O’Grady. The 2004 Index of Economic Freedom: 
Establishing the Link Between Economic Freedom and Prosperity, The Heritage Foundation and The Wall Street 
Journal (January 2004).

Moody, J., and Scott and Wendy P. Warcholik. “How Tax Competition Affects Cross-Border Sales of Beer in 
the United States,” Tax Foundation (March 2004).



56 | STATE BUSINESS TAX CLIMATE INDEX
R

EF
ER

EN
C

ES

Moon, Matt. (2009). “How Do Americans Feel About Taxes Today? Tax Foundation’s 2009 Survey of U.S. 
Attitudes on Taxes, Government Spending, and Wealth Distribution,” Tax Foundation (Apr. 8, 2009).

Newman, Robert J. (1983). “Industry Migration and Growth in the South,” The Review of Economics and 
Statistics 65:1 (February 1983): 76-86.

Newman, Robert and Dennis Sullivan. “Econometric Analysis of Business Tax Impacts on Industrial Location: 
What do we know and how do we know it?” Journal of Urban Economics 23:2 (March 1988): 215–234. 

Oakland, William H. “Econometric Analysis of Business Tax Impacts on Industrial Location: A Survey,” 
Metropolitan Financing and Growth Management Policies, Committee on Taxation, Resources and Economic 
Development, University of Wisconsin, Madison (1978): 13–30. 

Papke, James A. and Leslie E. Papke. “Measuring Differential State-Local Tax Liabilities and Their 
Implications for Business Investment Location,” National Tax Journal 39:3 (September 1986): 357–366.

Peters, Alan and Peter Fisher. “The Failure of Economic Development Incentives,” Journal of the American 
Planning Association 70:27 (2004). 

Phillips, Andrew and Caroline Sallee, “Total State and Local Business Taxes: State-by-State Estimates for 
Fiscal Year 2020,” Council On State Taxation (COST) with Ernst and Young LLP and the State Tax Research 
Institute (October 2021).

Poletti, Therese. “Incentive-rich Arizona to House New Intel Plant,” The (San Jose) Mercury News (July 26, 
2005). 

Pomp, Richard. “Reforming a State Corporate Income Tax,” Albany Law Review 51:3/4 (Spring/Summer 1987).

Plaut, Thomas R. and Joseph E. Pluta. “Business Climate, Taxes and Expenditures, and State Industrial 
Growth in the United States,” Southern Economic Journal 50:1 (July 1983): 99–119.

Robyn, Mark A. and Gerald T. Prante. “State-Local Tax Burdens Fall in 2009 as Tax Revenues Shrink Faster 
than Income,” Tax Foundation (Feb. 23, 2011).

Salmon, Pierre. “Decentralisation as an Incentive Scheme,” Oxford Review of Economic Policy 3:2 (1987): 
24–43.  

Shleifer, Andrei. “A theory of yardstick competition,” Rand Journal of Economics 16:3 (Autumn 1985): 320–
328.  

Sullivan, Martin. “The States’ Fiscal Mess: How Bad Is It?” Tax Notes, 98:4 (2003), 482-486.

Tannenwald, Robert. “State Business Tax Climate: How Should it be Measured and How Important is it?” 
New England Economic Review, Federal Reserve Bank of Boston (January/February 1996): 23-38.

Tax Foundation. Location Matters: A Comparative Analysis of State Tax Costs on Business (2012).

Tax Foundation. Facts & Figures: How Does Your State Compare? (2015).

Tiebout, Charles. “A Pure Theory of Local Public Expenditures,” Journal of Political Economy 64:5 (1956): 
416–424.

Vedder, Richard. “Taxes and Economic Growth,” The Taxpayers Network, Inc. (2001).

Wasylenko, Michael. “Taxation and Economic Development: The State of Economic Literature,” New England 
Economic Review, Federal Reserve Bank of Boston (March/April 1997): 37–52. 

Wasylenko, Michael. “The Location of Firms: The Role of Taxes and Fiscal Incentives,” Urban Affairs Annual 
Review 20 (1981): 155-189. 



D
ATA

 TA
B

LES
TAX FOUNDATION | 5757 | STATE BUSINESS TAX CLIMATE INDEX

TABLE 8.
State Corporate Income Tax Rates  
(as of July 1, 2022)
State Rates Brackets

Gross Receipts  
Tax Rate (a)

Alabama 6.5% > $0 
Alaska 0.0% > $0 

2.0% > $25,000 
3.0% > $49,000 
4.0% > $74,000 
5.0% > $99,000 
6.0% > $124,000 
7.0% > $148,000 
8.0% > $173,000 
9.0% > $198,000 
9.4% > $222,000 

Arizona 4.9% > $0 
Arkansas 1.0% > $0 

2.0% > $3,000 
3.0% > $6,000 
5.0% > $11,000 
5.9% > $25,000 

California 8.84% > $0 
Colorado 4.55% > $0 
Connecticut (b) 8.25% > $0 
Delaware 8.7% > $0 0.0945% - 0.7468% (c)
Florida 5.5% > $0 
Georgia 5.75% > $0 
Hawaii 4.4% > $0 

5.4% > $25,000 
6.4% > $100,000 

Idaho 6.0% > $0 
Illinois (d) 9.5% > $0 
Indiana 4.9% > $0 
Iowa 5.5% > $0 

9.0% > $100,000 
9.8% > $250,000 

Kansas 4.0% > $0 
7.0% > $50,000 

Kentucky 5.0% > $0 
Louisiana 3.5% > $0 

5.5% > $50,000 
7.5% > $150,000 

Maine 3.5% > $0 
7.93% > $350,000 
8.33% > $1,050,000 
8.93% > $3,500,000 

Maryland 8.25% > $0 
Massachusetts 8.0% > $0 
Michigan 6.0% > $0 
Minnesota 9.8% > $0 
Mississippi 3.0% > $0 

4.0% > $5,000 
5.0% > $10,000 

Missouri 4.0% > $0 
Montana 6.75% > $0 
Nebraska 5.58% > $0 

7.50% > $100,000 
Nevada (e) None 0.051% - 0.331% (c)
New Hampshire 7.6% > $0 
New Jersey (f, g) 6.5% > $0 

7.5% > $50,000 
9.0% > $100,000 

11.5% > $1,000,000 
New Mexico 4.8% > $0 

5.9% > $500,000 
New York (f) 6.50% > $0 

7.25% > $5,000,000 

North Carolina 2.5% > $0 
North Dakota 1.41% > $0 

3.55% > $25,000 
4.31% > $50,000 

Ohio (a) 0.26%
Oklahoma 6.0% > $0 
Oregon 6.6% > $0 0.57%

7.6% > $1,000,000 
Pennsylvania 9.99% > $0 
Rhode Island 7.0% > $0 
South Carolina 5.0% > $0 
South Dakota None
Tennessee 6.5% > $0 0.02%-0.3% (c)
Texas (a) 0.331% - 0.75% (c)
Utah 4.85% > $0 
Vermont 6.0% > $0 

7.0% > $10,000 
8.5% > $25,000 

Virginia 6.0% > $0 0.02% - 0.58% (c)
Washington (a) 0.13% - 3.3% (c)
West Virginia 6.5% > $0 
Wisconsin 7.9% > $0 
Wyoming None
District of Columbia 8.25% > $0 
Note: In addition to regular income taxes, many states impose other 
taxes on corporations such as gross receipts taxes and franchise taxes. 
Some states also impose an alternative minimum tax (see Table 12). 
Some states impose special rates on financial institutions.
(a) While many states collect gross receipts taxes from public 

utilities and other sectors, and some states label their sales tax 
as a gross receipts tax, we show only those state gross receipts 
taxes that broadly tax all business as a percentage of gross 
receipts: the Delaware Manufacturers & Merchants’ License Tax, 
the Nevada Commerce Tax, the Ohio Commercial Activities Tax, 
the Tennessee Business Tax, the Texas Margin Tax, the Virginia 
locally-levied Business/Professional/Occupational License Tax, 
and the Washington Business & Occupation Tax. Ohio, Texas, and 
Washington do not have a corporate income tax but do have a 
gross receipts tax, while Delaware, Tennessee, and Virginia have a 
gross receipts tax in addition to the corporate income tax.

(b) Connecticut’s rate includes a 10% surtax that effectively increases 
the rate from 7.5% to 8.25%. The surtax is required by businesses 
with at least $100 million annual gross income.

(c) Gross receipts tax rates vary by industry in these states. Texas 
has only two rates: 0.375% on retail and wholesale and 0.75% on 
all other industries. Virginia’s tax is locally levied and rates vary 
by business and by jurisdiction. Washington has over 30 different 
industry classifications and rates, while Nevada has 26.

(d) Illinois’ rate includes two separate corporate income taxes, one at a 
7% rate and one at a 2.5% rate. 

(e) Nevada also levies a payroll tax, the Modified Business Tax, which 
is reflected in the individual income tax component of the Index.

(f) The rates indicated apply to a corporation’s entire net income 
rather than just income over the threshold. 

(g) In New Jersey, a temporary and retroactive surcharge is in effect 
from 2020 to 2023, bringing the rate to 11.5% for businesses with 
income over $1 million.

Source: Tax Foundation; state tax statutes, forms, and instructions; 
Bloomberg Tax.

TABLE 8, CONTINUED.
State Corporate Income Tax Rates  
(as of July 1, 2022)
State Rates Brackets

Gross Receipts  
Tax Rate (a)
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TABLE 9. 
State Corporate Income Tax and Business Tax Bases: Tax Credits and Gross Receipts 
Tax Deductions (as of July 1, 2022)

Job Credits

Research and 
Development 

Credits
Investment  

Credits

Gross Receipts Tax Deductions

Compensation 
Expenses Deductible

Cost of Goods  
Sold Deductible

Alabama Yes No Yes
Alaska No No No
Arizona Yes Yes Yes
Arkansas Yes Yes Yes
California Yes Yes No
Colorado Yes Yes Yes
Connecticut No Yes Yes
Delaware Yes Yes Yes No No
Florida Yes Yes Yes
Georgia Yes Yes Yes
Hawaii No Yes Yes
Idaho Yes Yes Yes
Illinois Yes Yes Yes
Indiana Yes Yes Yes
Iowa Yes Yes Yes
Kansas Yes Yes Yes
Kentucky Yes Yes Yes
Louisiana Yes Yes Yes
Maine No Yes Yes
Maryland Yes Yes Yes
Massachusetts Yes Yes Yes
Michigan No No No
Minnesota Yes Yes Yes
Mississippi Yes No Yes
Missouri Yes No Yes
Montana Yes Yes No
Nebraska Yes Yes Yes
Nevada No No No No No
New Hampshire Yes Yes Yes
New Jersey Yes Yes Yes
New Mexico Yes Yes Yes
New York Yes Yes Yes
North Carolina No No No
North Dakota No Yes Yes
Ohio Yes Yes Yes No No
Oklahoma Yes No Yes
Oregon No Yes No No No
Pennsylvania Yes Yes Yes
Rhode Island Yes Yes Yes
South Carolina Yes Yes Yes
South Dakota No No No
Tennessee Yes No Yes No No
Texas No Yes No Partial (a) Partial (a)
Utah Yes Yes Yes
Vermont No Yes Yes
Virginia Yes Yes Yes
Washington No No No No No
West Virginia Yes Yes Yes
Wisconsin Yes Yes Yes
Wyoming No No No
District of Columbia Yes No No
(a) Businesses may deduct either compensation or cost of goods sold but not both.
Source: Tax Foundation; Bloomberg Tax; state statutes.
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TABLE 10. 
State Corporate Income Tax and Business Tax Bases: Net Operating 
Losses (as of July 1, 2022)

Carryback (Years) Carryback Cap Carryforward (Years) Carryforward Cap
Alabama 0 $0 15 Unlimited
Alaska Conforms to federal treatment
Arizona 0 $0 20 Unlimited
Arkansas 0 $0 8 Unlimited
California 0 0 0 0
Colorado Conforms to federal treatment
Connecticut 0 $0 20 Unlimited
Delaware Conforms to federal treatment
Florida Conforms to federal treatment
Georgia Conforms to federal treatment
Hawaii Conforms to federal treatment
Idaho 2 $100,000 20 Unlimited
Illinois 0 $0 22 Unlimited
Indiana 0 $0 20 Unlimited
Iowa 0 $0 20 Unlimited
Kansas Conforms to federal treatment
Kentucky Conforms to federal treatment
Louisiana 0 $0 20 Unlimited
Maine Conforms to federal treatment
Maryland Conforms to federal treatment
Massachusetts 0 $0 20 Unlimited
Michigan 0 $0 10 Unlimited
Minnesota 0 $0 15 Unlimited
Mississippi 2 Unlimited 20 Unlimited
Missouri 2 Unlimited 20 Unlimited
Montana 3 $500,000 10 Unlimited
Nebraska 0 $0 20 Unlimited
Nevada n.a. n.a. n.a. n.a.
New Hampshire 0 $0 10 $10,000,000
New Jersey 0 $0 20 Unlimited
New Mexico Conforms to federal treatment
New York 3 Unlimited 20 Unlimited
North Carolina 0 $0 15 Unlimited
North Dakota 0 $0 20 Unlimited
Ohio n.a. n.a. n.a. n.a.
Oklahoma Conforms to federal treatment
Oregon 0 $0 15 Unlimited
Pennsylvania 0 $0 20 40% of Liability (a)
Rhode Island 0 $0 5 Unlimited
South Carolina Conforms to federal treatment
South Dakota Conforms to federal treatment
Tennessee 0 $0 15 Unlimited
Texas n.a. n.a. n.a. n.a.
Utah Conforms to federal treatment
Vermont 0 $0 10 Unlimited
Virginia Conforms to federal treatment
Washington n.a. n.a. n.a. n.a.
West Virginia Conforms to federal treatment
Wisconsin 0 $0 20 Unlimited
Wyoming n.a. n.a. n.a. n.a.
District of Columbia Conforms to federal treatment
(a) Pennsylvania allows unlimited carryforwards but caps claims at 40 percent of tax liability in any given year.
Source: Tax Foundation; Bloomberg Tax; state statutes.
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TABLE 11. 
State Corporate Income Tax and Business Tax Bases: Treatment of Capital 
Investment (as of July 1, 2022)

Section 168(k)  
Expensing

Conforms to Section  
163(j) Limitation

GILTI  
Inclusion

Alabama 100% Yes Decouples/95% exclusion
Alaska 100% Yes Decouples/95% exclusion
Arizona 0% Yes Decouples/95% exclusion
Arkansas 0% No Decouples/95% exclusion
California 0% No Decouples/95% exclusion
Colorado 100% Yes Decouples/95% exclusion
Connecticut 0% No Decouples/95% exclusion
Delaware 100% Yes Mostly Excluded
Florida 0% Yes Decouples/95% exclusion
Georgia 0% No Decouples/95% exclusion
Hawaii 0% Yes Decouples/95% exclusion
Idaho 0% Yes Mostly Excluded
Illinois 100% Yes Decouples/95% exclusion
Indiana 0% No Decouples/95% exclusion
Iowa 100% No Decouples/95% exclusion
Kansas 100% Yes Decouples/95% exclusion
Kentucky 0% Yes Decouples/95% exclusion
Louisiana 100% Yes Decouples/95% exclusion
Maine 0% Yes Taxes 50% or more of GILTI
Maryland 0% Yes Taxes 50% or more of GILTI
Massachusetts 0% Yes Decouples/95% exclusion
Michigan 0% Yes Decouples/95% exclusion
Minnesota 20% Yes Decouples/95% exclusion
Mississippi 0% No Decouples/95% exclusion
Missouri 100% No Decouples/95% exclusion
Montana 100% Yes Mostly Excluded
Nebraska 100% Yes Mostly Excluded
Nevada 0% No Decouples/95% exclusion
New Hampshire 0% Yes Decouples/95% exclusion
New Jersey 0% Yes Taxes 50% or more of GILTI
New Mexico 100% Yes Decouples/95% exclusion
New York 0% Yes Decouples/95% exclusion
North Carolina 15% Yes Decouples/95% exclusion
North Dakota 100% Yes Mostly Excluded
Ohio 0% No Decouples/95% exclusion
Oklahoma 100% Yes Decouples/95% exclusion
Oregon 100% Yes Mostly Excluded
Pennsylvania 0% Yes Decouples/95% exclusion
Rhode Island 0% Yes Taxes 50% or more of GILTI
South Carolina 0% No Decouples/95% exclusion
South Dakota 100% No Decouples/95% exclusion
Tennessee 0% No Decouples/95% exclusion
Texas 0% No Decouples/95% exclusion
Utah 100% Yes Taxes 50% or more of GILTI
Vermont 0% Yes Mostly Excluded
Virginia 0% Yes Decouples/95% exclusion
Washington 0% No Decouples/95% exclusion
West Virginia 100% Yes Mostly Excluded
Wisconsin 0% No Decouples/95% exclusion
Wyoming 100% No Decouples/95% exclusion
District of Columbia 0% Yes Taxes 50% or more of GILTI
Note: “Mostly Excluded” means GILTI may apply or that the deduction is less than 95%.
Source: Tax Foundation; Bloomberg Tax; state statutes.
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TABLE 12.
State Corporate Income Tax and Business Tax Bases: Other Variables  
(as of July 1, 2022)

Federal 
Income Used 
as State Tax 

Base

Allows  
Federal ACRS 

or MACRS 
Depreciation

Allows 
Federal 

Depletion
Throwback 

Rule
Foreign Tax 

Deductibility
Corporate 

AMT

Brackets 
Indexed for 

Inflation
Alabama Yes Yes Yes No Yes No Flat CIT
Alaska Yes Yes Partial Yes No Yes No
Arizona Yes Yes Yes No No No Flat CIT
Arkansas No Yes Yes Yes Yes No No
California Yes No Partial Yes No Yes Flat CIT
Colorado Yes Yes Yes Yes No No Flat CIT
Connecticut Yes Yes Yes No Yes No No
Delaware Yes Yes Partial No No No Flat CIT
Florida Yes Yes Yes No Yes No Flat CIT
Georgia Yes Yes Yes No No No Flat CIT
Hawaii Yes Yes Yes Yes Yes No No
Idaho Yes Yes Yes Yes Yes No Flat CIT
Illinois Yes Yes Yes Yes Yes No Flat CIT
Indiana Yes Yes Yes No Yes No Flat CIT
Iowa Yes Yes Partial No Yes No No
Kansas Yes Yes Yes Yes No No No
Kentucky Yes Yes Yes No No Yes Flat CIT
Louisiana Yes Yes Partial Yes Yes No No
Maine Yes Yes Yes Yes Yes No No
Maryland Yes Yes Partial No Yes No Flat CIT
Massachusetts Yes Yes Yes Yes No No Flat CIT
Michigan Yes Yes Yes No No No Flat CIT
Minnesota Yes Yes Partial No No Yes Flat CIT
Mississippi No Yes Partial Yes No No No
Missouri Yes Yes Yes No Yes No Flat CIT
Montana Yes Yes Yes Yes No No Flat CIT
Nebraska Yes Yes Yes No Yes No No
Nevada Yes Yes Yes No Yes No GRT
New Hampshire Yes Yes Partial Yes No Yes Flat CIT
New Jersey Yes Yes Yes No No No No
New Mexico Yes Yes Yes Yes Yes No No
New York Yes Yes Yes No Yes No Flat CIT
North Carolina Yes Yes Partial No No No Flat CIT
North Dakota Yes Yes Yes Yes No No No
Ohio Yes Yes Yes No Yes No GRT
Oklahoma Yes Yes Partial Yes No No Flat CIT
Oregon Yes Yes Partial Yes No No No
Pennsylvania Yes Yes Yes No No No Flat CIT
Rhode Island Yes Yes Yes Yes Yes No Flat CIT
South Carolina Yes Yes Yes No No No Flat CIT
South Dakota n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Tennessee Yes Yes Partial No Yes No Flat CIT
Texas Partial Yes Yes No Yes No GRT
Utah Yes Yes Yes Yes No No Flat CIT
Vermont Yes Yes Yes Yes Yes No No
Virginia Yes Yes Yes No No No Flat CIT
Washington Yes Yes Yes No Yes No GRT
West Virginia Yes Yes Yes No No No Flat CIT
Wisconsin Yes Yes Yes Yes No No Flat CIT
Wyoming n.a. n.a. n.a. n.a. n.a. n.a. n.a.
District of Columbia Yes Yes Yes Yes Partial No Flat CIT
Source: Tax Foundation; Bloomberg Tax; state statutes.
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Alabama 2.0% > $0 $2,500 $1,500 $1,000 0.50%
4.0% > $500 
5.0% > $3,000 

Alaska No Income Tax None
Arizona 2.55% > $0 12950 (j) n.a. n.a. None

2.98% > $27,272 
Arkansas (e, f) 2.0% > $0 $2,200 $29 (g) $29 (g) None

4.0% > $4,300
4.9% > $8,500

California (e) 1.0% > $0 $4,803 $129 (g) $400 (g) None
2.0% > $9,325
4.0% > $22,107
6.0% > $34,892
8.0% > $48,435
9.3% > $61,214

10.3% > $312,686
11.3% > $375,221
12.3% > $625,369
13.3% > $1,000,000

Colorado 4.5% > $0 $12,950 n.a. n.a. None
Connecticut (f) 3.0% > $0 n.a. $15,000 (d) $0 None

5.0% > $10,000 
5.50% > $50,000 

6.0% > $100,000 
6.50% > $200,000 
6.90% > $250,000 
6.99% > $500,000 

Delaware 2.20% > $2,000 $3,250 $110 (g) $110 (g) 0.625%
3.90% > $5,000 
4.80% > $10,000 
5.20% > $20,000 
5.55% > $25,000 
6.60% > $60,000 

Florida No Income Tax None
Georgia 1.0% > $0 $4,600 $2,700 $3,000 None

2.0% > $750 
3.0% > $2,250 
4.0% > $3,750 
5.0% > $5,250 

5.75% > $7,000 
Hawaii 1.40% > $0 $2,200 $1,144 (d) $1,144 None

3.20% > $2,400
5.50% > $4,800
6.40% > $9,600
6.80% > $14,400
7.20% > $19,200
7.60% > $24,000
7.90% > $36,000
8.25% > $48,000
9.00% > $150,000

10.00% > $175,000
11.00% > $200,000

Idaho (e) 1.0% > $0 $12,950  ( j) n.a. n.a. None
3.0% > $1,588.00
4.5% > $4,763.00
6.0% > $7,939.00

Illinois (h) 4.95% > $0 $0 $2,375 $2,375 None
Indiana 3.23% > $0 $0 $1,000 $1,000 1.76%

TABLE 13.

State Individual Income Tax Rates (as of July 1, 2022)
Standard Deduction Personal Exemption

Average Local Income 
Tax Rates (c)State Rates Brackets (a) Single Per Filer (b) Per Dependent
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Iowa (e) 0.33% > $0 $2,210 $40 (g) $40 (g) 0.4265%
0.67% > $1,743
2.25% > $3,486
4.14% > $6,972
5.63% > $15,687
5.96% > $26,154
6.25% > $34,860
7.44% > $52,290
8.53% > $78,435

Kansas 3.10% > $0 $3,500 $2,250 $2,250 None
5.25% > $15,000 
5.70% > $30,000 

Kentucky 5.0% > $0 $2,770 n.a. n.a. 2.075%
Louisiana 1.9% > $0 n.a. $4,500 (i) $1,000 None

3.5% > $12,500 
4.3% > $50,000 

Maine (e) 5.80% > $0 $12,950 $4,450 $300 (g) None
6.75% > $23,000
7.15% > $54,450

Maryland 2.0% > $0 $2,350 $3,200 (d) $3,200 3.005%
3.0% > $1,000 
4.0% > $2,000 

4.75% > $3,000 
5.0% > $100,000 

5.25% > $125,000 
5.50% > $150,000 
5.75% > $250,000 

Massachusetts 5.0% > $0 n.a. $4,400 $1,000 None
Michigan 4.25% > $0 n.a. $5,000 $5,000 1.70%
Minnesota (e) 5.35% > $0 $12,900 (j) n.a. $4,350 None

6.80% > $28,080 
7.85% > $92,230 
9.85% > $171,220 

Mississippi 4.0% > $5,000 $2,300 $6,000 $1,500 None
5.0% > $10,000 

Missouri 1.5% > $108 $12,950 (j) n.a. n.a. 0.50%
2.0% > $1,088
2.5% > $2,176
3.0% > $3,264
3.5% > $4,352
4.0% > $5,440
4.5% > $6,528
5.0% > $7,616
5.3% > $8,704

Montana (e) 1.0% > $0 $4,830 $2,580 $2,580 None
2.0% > $3,300
3.0% > $5,800
4.0% > $8,900
5.0% > $12,000
6.0% > $15,400

6.75% > $19,800
Nebraska (e)(f) 2.46% > $0 $7,350 $142 (d, g) $142 (d, g) None

3.51% > $3,340
5.01% > $19,990
6.84% > $32,210

Nevada (k) No Income Tax None
New Hampshire (l) 5.0% > $0 n.a. $2,400 $0 None
New Jersey 1.400% > $0 n.a. $1,000 $1,500 0.50%

1.750% > $20,000 
3.500% > $35,000 
5.525% > $40,000 
6.370% > $75,000 
8.970% > $500,000 

10.750% > $1,000,000 

TABLE 13, CONTINUED.

State Individual Income Tax Rates (as of July 1, 2022)
Standard Deduction Personal Exemption

Average Local Income 
Tax Rates (c)State Rates Brackets (a) Single Per Filer (b) Per Dependent
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New Mexico 1.7% > $0 $12,950 (j) n.a. $4,000 None
3.2% > $5,500 
4.7% > $11,000 
4.9% > $16,000 
5.9% $210,000 

New York (e, f) 4.00% > $0 $8,000 $0 $1,000 1.938%
4.50% > $8,500
5.25% > $11,700
5.85% > $13,900
6.25% > $80,650
6.85% > $215,400
9.65% > $1,077,550

10.30% > $5,000,000
10.90% 25,000,000
10.90% > $25,000,000

North Carolina 4.99% > $0 $12,750 n.a. n.a. None
North Dakota (e) 1.10% > $0 $12,950 (j) n.a. n.a. None

2.04% > $40,525 
2.27% > $98,100 
2.64% > $204,675 
2.90% > $445,000 

Ohio (e) 2.756% > $25,000 n.a. $2,400 $2,400 2.50%
3.226% > $44,250
3.688% > $88,450
3.990% > $110,650

Oklahoma 0.25% > $0 $6,350 $1,000 $1,000 None
0.75% > $1,000 
1.75% > $2,500 
2.75% > $3,750 
3.75% > $4,900 
4.75% > $7,200 

Oregon (e, k) 4.75% > $0 $2,420 $213 (g) $213 (g) 2.387%
6.75% > $3,650
8.75% > $9,200
9.90% > $125,000

Pennsylvania 3.07% > $0 n.a. n.a. n.a. 2.895%
Rhode Island (e) 3.75% > $0 $9,300 (d) n.a. $4,350 (d) None

4.75% > $68,200
5.99% > $155,050

South Carolina (e) 0.0% > $0 $12,950 (j) n.a. $4,300 None
3.0% > $3,200 
6.5% > $16,040 

South Dakota No Income Tax None
Tennessee No Income Tax None
Texas No Income Tax None
Utah 4.85% > $0 (m) (m) (m) None
Vermont (n) 3.35% > $0 $6,350 $4,350 $4,350 None

6.60% > $40,950 
7.60% > $99,200 
8.75% > $206,950 

Virginia 2.0% > $0 $4,500 $930 $930 None
3.0% > $3,000 
5.0% > $5,000 

5.75% > $17,000 
Washington (o) 7.0% > $250,000 None
West Virginia 3.0% > $0 n.a. $2,000 $2,000 None

4.0% > $10,000 
4.50% > $25,000 

6.0% > $40,000 
6.50% > $60,000 

Wisconsin (e) 3.54% > $0 $11,790 (d) $700 $700 None
4.65% > $12,760 
5.30% > $25,520 
7.65% > $280,950 

TABLE 13, CONTINUED.

State Individual Income Tax Rates (as of July 1, 2022)
Standard Deduction Personal Exemption

Average Local Income 
Tax Rates (c)State Rates Brackets (a) Single Per Filer (b) Per Dependent
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Wyoming No Income Tax None
District of Columbia 4.0% > $0 $12,950 (j) n.a. n.a. None

6.0% > $10,000 
6.50% > $40,000 
8.50% > $60,000 
9.25% > $250,000 
9.75% > $500,000 

10.75% > $1,000,000 
(a) Brackets are for single taxpayers. Some states double bracket widths for joint filers (AL, AZ, CT, HI, ID, KS, LA, ME, NE, OR). 

New York doubles all except the top two brackets. Some states increase but do not double brackets for joint filers (CA, GA, MN, 
NM, NC, ND, OK, RI, VT, WI). Maryland decreases some and increases others. New Jersey adds a 2.45% rate and doubles some 
bracket widths. Consult the Tax Foundation website for tables for joint filers. 

(b) Married joint filers generally receive double the single exemption. 
(c) The average local income tax rate is calculated by taking the mean of the income tax rate in the most populous city and the capital 

city. 
(d) Subject to phaseout for higher-income taxpayers. 
(e) Bracket levels are adjusted for inflation each year.
(f) Arkansas, Connecticut, Nebraska, and New York have an income “recapture” provision whereby the benefit of lower tax brackets 

is removed for the top bracket. See the individual income tax section for details. 
(g) Tax credit. 
(h) Illinois imposes an additional 1.5% tax on pass-through businesses, bringing the combined rate to 6.45%.
(i) The standard deduction and personal exemptions are combined: $4,500 for single and married filing separately; $9,000 married 

filing jointly. 
(j) These states adopt the same standard deductions or (now zeroed-out) personal exemptions as the federal government. In some 

cases, the link is implicit in the fact that the state tax calculations begin with federal taxable income. 
(k) Nevada imposes a payroll tax of 1.45%, which is included in the Index as a tax on wage income only. Oregon imposes a payroll tax 

of 0.1% in addition to its income tax; this is also reflected in Index calculations.
(l) Tax applies to interest and dividend income only. 
(m) Utah’s standard deduction and personal exemption are combined into a single credit equal to 6% of the taxpayer’s federal 

standard deduction (or itemized deductions) plus three-fourths of the taxpayer’s federal exemptions. This credit is phased out for 
higher-income taxpayers. 

(n) Bracket levels are adjusted for inflation each year; 2022 inflation adjustments were not available as of publication, so inflation-
adjusted amounts for tax year 2021 are shown.

(o) Tax applies to capital gains income only.
Source: Tax Foundation; state tax forms and instructions; state statutes.

TABLE 13, CONTINUED.

State Individual Income Tax Rates (as of July 1, 2022)
Standard Deduction Personal Exemption

Average Local Income 
Tax Rates (c)State Rates Brackets (a) Single Per Filer (b) Per Dependent
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TABLE 14.
State Individual Income Tax Bases: Marriage Penalty, Capital Income,  
and Indexation (as of July 1, 2022)

Convenience 
Rule

Capital Income Taxed Indexed for Inflation
Marriage 
Penalty Interest Dividends

Capital  
Gains

Tax  
Brackets

Standard 
Deduction

Personal 
Exemption

Alabama No No Yes Yes Yes No No No
Alaska n.a. No n.a. n.a. n.a. n.a. n.a. n.a.
Arizona No No Yes Yes Yes Yes Yes Yes
Arkansas Yes No Yes Yes Yes Yes No Yes
California Yes No Yes Yes Yes Partial Yes Yes
Colorado No No Yes Yes Yes Yes Yes Yes
Connecticut No Partial Yes Yes Yes No Yes No
Delaware Yes Yes Yes Yes Yes No No No
Florida n.a. No n.a. n.a. n.a. n.a. n.a. n.a.
Georgia Yes No Yes Yes Yes No No No
Hawaii No No Yes Yes Yes No No No
Idaho No No Yes Yes Yes Yes Yes Yes
Illinois No No Yes Yes Yes Yes Yes Yes
Indiana No No Yes Yes Yes Yes Yes No
Iowa Yes No Yes Yes Yes Yes Yes No
Kansas No No Yes Yes Yes No No No
Kentucky No No Yes Yes Yes Yes Yes Yes
Louisiana No No Yes Yes Yes No No No
Maine No No Yes Yes Yes Yes Yes Yes
Maryland Yes No Yes Yes Yes No Yes No
Massachusetts No No Yes Yes Yes Yes Yes No
Michigan No No Yes Yes Yes Yes Yes Yes
Minnesota Yes No Yes Yes Yes Yes Yes Yes
Mississippi Yes No Yes Yes Yes No No No
Missouri Yes No Yes Yes Yes Yes Yes Yes
Montana Yes No Yes Yes Yes Yes Yes Yes
Nebraska No Yes Yes Yes Yes Yes Yes Yes
Nevada n.a. No n.a. n.a. n.a. n.a. n.a. n.a.
New Hampshire No No Yes Yes No Yes Yes No
New Jersey Yes No Yes Yes Yes No Yes No
New Mexico Yes No Yes Yes Yes No Yes Yes
New York Yes Yes Yes Yes Yes No No No
North Carolina No No Yes Yes Yes Yes No Yes
North Dakota Yes No Yes Yes Yes Yes Yes Yes
Ohio Yes No Yes Yes Yes Yes Yes Yes
Oklahoma Yes No Yes Yes Yes No No No
Oregon No No Yes Yes Yes Partial Yes Yes
Pennsylvania No Yes Yes Yes Yes Yes Yes Yes
Rhode Island Yes No Yes Yes Yes Yes Yes Yes
South Carolina Yes No Yes Yes Yes Yes Yes Yes
South Dakota n.a. No n.a. n.a. n.a. n.a. n.a. n.a.
Tennessee n.a. No n.a. n.a. n.a. n.a. n.a. n.a.
Texas n.a. No n.a. n.a. n.a. Yes Yes Yes
Utah No No Yes Yes Yes Yes Yes Yes
Vermont Yes No Yes Yes Yes Yes Yes Yes
Virginia Yes No Yes Yes Yes No No No
Washington Yes No n.a. n.a. Yes No n.a. n.a.
West Virginia Yes No Yes Yes Yes No Yes No
Wisconsin Yes No Yes Yes Yes Yes Yes No
Wyoming n.a. No n.a. n.a. n.a. Yes Yes Yes
District of Columbia Yes No Yes Yes Yes No Yes Yes
Source: Tax Foundation; Bloomberg Tax; state statutes.
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TABLE 15. 
State Individual Income Tax Bases: Other Variables (as of July 1, 2022)

Federal Income 
Used as State Tax 

Base

Credits for 
Taxes Paid to 
Other States

AMT  
Levied

Recognition of 
LLC Status

Recognition of 
S-Corp Status

Section 179 
Expensing 

Limit
Alabama No Yes No Yes Yes $1,000,000
Alaska Yes Yes No Yes Yes $1,000,000
Arizona Yes Yes No Yes Yes $1,000,000
Arkansas No Yes No Yes Partial $25,000
California Yes Yes Yes Yes Yes $25,000
Colorado Yes Yes Yes Yes Yes $1,000,000
Connecticut Yes Yes Yes Yes Yes $200,000
Delaware Yes Yes No No No $1,000,000
Florida n.a. n.a. n.a. Yes Yes $1,000,000
Georgia Yes Yes No Yes Yes $1,000,000
Hawaii Yes Yes No Yes Yes $25,000
Idaho Yes Yes No Yes Yes $1,000,000
Illinois Yes Yes No Yes Yes $1,000,000
Indiana Yes Yes No Yes Yes $25,000
Iowa Yes Yes Yes Yes Yes $1,000,000
Kansas Yes Yes No Yes Yes $1,000,000
Kentucky Yes Yes No Yes Yes $100,000
Louisiana Yes Yes No Yes No $1,000,000
Maine Yes Yes No Yes Yes $1,000,000
Maryland Yes Yes No Yes Yes $25,000
Massachusetts Yes Yes No Yes Yes $1,000,000
Michigan Yes Yes No Yes Yes $1,000,000
Minnesota Yes Yes Yes Yes Yes $1,000,000
Mississippi No Yes No Yes Yes $1,000,000
Missouri Yes Yes No Yes Yes $1,000,000
Montana Yes Yes No Yes Yes $1,000,000
Nebraska Yes Yes No Yes Yes $1,000,000
Nevada n.a. n.a. n.a. Yes Yes $1,000,000
New Hampshire Yes No No No No $500,000
New Jersey No Yes No Yes Partial $25,000
New Mexico Yes Yes No Yes Yes $1,000,000
New York Yes Yes No Yes Partial $1,000,000
North Carolina Yes Yes No Yes Yes $25,000
North Dakota Yes Yes No Yes Yes $1,000,000
Ohio Yes Yes No No No $1,000,000
Oklahoma Yes Yes No Yes Yes $1,000,000
Oregon Yes Yes No Yes Yes $1,000,000
Pennsylvania No Yes No Yes Yes $25,000
Rhode Island Yes Yes No Yes Yes $1,000,000
South Carolina Yes Yes No Yes Yes $1,000,000
South Dakota n.a. n.a. n.a. Yes Yes $1,000,000
Tennessee Yes Yes No Yes No $1,000,000
Texas n.a. n.a. n.a. No No $1,000,000
Utah Yes Yes No Yes Yes $1,000,000
Vermont Yes Yes No Yes Yes $1,000,000
Virginia Yes Yes No Yes Yes $1,000,000
Washington n.a. n.a. n.a. No No $1,000,000
West Virginia Yes Yes No Yes Yes $1,000,000
Wisconsin Yes Yes No Yes Yes $1,000,000
Wyoming n.a. n.a. n.a. Yes Yes $1,000,000

District of Columbia Yes Yes No Yes No $25,000
Source: Tax Foundation; Bloomberg Tax; state statutes.
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TABLE 16. 
State Sales and Excise Tax Rates (as of July 1, 2022)

Sales Taxes Excise Taxes

State Sales 
Tax Rate

Average 
Local Rate

Gasoline 
(cents per 
gallon) (e) 

Diesel  
(cents per 
gallon) (e) 

Cigarettes 
(dollars per 
pack of 20)

Beer  
(dollars per 

gallon)

Spirits 
(dollars per 
gallon) (g)

Alabama 4.00% 5.24% 31.31 32.25 $0.68 $1.05 (f) $19.11 (h)
Alaska n.a 1.76% 15.13 14.98 $2.00 $1.07 $12.80
Arizona 5.60% 2.77% 19.00 27.00 $2.00 $0.16 $3.00
Arkansas 6.50% 2.97% 24.80 28.80 $1.15 $0.34 $7.64
California (a) 7.25% 1.57% 70.95 102.01 $2.87 $0.20 $3.30
Colorado 2.90% 4.87% 22.00 20.50 $1.94 $0.08 $2.28
Connecticut 6.35% n.a. 35.75 42.90 $4.35 $0.23 $5.94
Delaware n.a n.a. 23.00 22.00 $2.10 $0.26 $4.50
Florida 6.00% 1.01% 43.55 36.37 $1.34 $0.48 $6.50
Georgia 4.00% 3.37% 37.55 41.39 $0.37 $1.01 (f) $3.79
Hawaii (b) 4.00% 0.44% 51.69 52.41 $3.20 $0.93 $5.98
Idaho 6.00% 0.02% 33.00 33.00 $0.57 $0.15 $10.91 (h)
Illinois 6.25% 2.48% 59.60 67.02 $2.98 $0.23 $8.55
Indiana 7.00% n.a. 50.79 55.00 $1.00 $0.12 $2.68
Iowa 6.00% 0.94% 30.00 32.50 $1.36 $0.19 $13.03 (h)
Kansas 6.50% 2.21% 24.03 26.03 $1.29 $0.18 $2.50
Kentucky 6.00% n.a. 26.00 23.00 $1.10 $0.89 $8.81
Louisiana 4.45% 5.10% 20.01 20.01 $1.08 $0.40 $3.03
Maine 5.50% n.a. 30.01 31.21 $2.00 $0.35 $11.96 (h)
Maryland 6.00% n.a. 42.70 43.45 $3.75 $0.55 $5.03
Massachusetts 6.25% n.a. 26.54 26.54 $3.51 $0.11 $4.05
Michigan 6.00% n.a. 45.17 47.16 $2.00 $0.20 $11.95 (h)
Minnesota 6.88% 0.61% 30.60 30.60 $3.70 $0.46 $8.77
Mississippi 7.00% 0.07% 18.79 18.40 $0.68 $0.43 $8.11
Missouri 4.23% 4.07% 22.42 22.42 $0.17 $0.06 $2.00
Montana (c) n.a n.a. 33.25 30.30 $1.70 $0.14 $9.83
Nebraska 5.50% 1.44% 25.70 25.10 $0.64 $0.31 $3.75
Nevada 6.85% 1.38% 50.48 28.56 $1.80 $0.16 $3.60
New Hampshire n.a n.a. 23.83 23.83 $1.78 $0.30 $0.00 (h)
New Jersey (d) 6.63% -0.03% 50.70 57.70 $2.70 $0.12 $5.50
New Mexico (b) 5.00% 2.72% 18.88 22.88 $2.00 $0.41 $6.06
New York 4.00% 4.52% 48.22 46.98 $4.35 $0.14 $6.44
North Carolina 4.75% 2.23% 38.75 38.75 $0.45 $0.62 $15.33 (h)
North Dakota (b) 5.00% 1.96% 23.00 23.00 $0.44 $0.45 $4.68
Ohio 5.75% 1.49% 38.51 47.01 $1.60 $0.18 $9.83 (h)
Oklahoma 4.50% 4.49% 20.00 20.00 $2.03 $0.40 $5.56
Oregon n.a n.a. 38.83 38.06 $1.33 $0.08 $21.95 (h)
Pennsylvania 6.00% 0.34% 58.70 75.20 $2.60 $0.08 $7.41 (h)
Rhode Island 7.00% n.a. 35.00 35.00 $4.25 $0.12 $5.40
South Carolina 6.00% 1.44% 28.75 29.10 $0.57 $0.77 $5.42
South Dakota (b) 4.50% 1.90% 30.00 30.00 $1.53 $0.27 $4.78
Tennessee 7.00% 2.55% 27.40 28.40 $0.62 $1.29 $4.46
Texas 6.25% 1.95% 20.00 20.00 $1.41 $0.20 $2.40
Utah (a) 6.10% 1.09% 31.91 31.91 $1.70 $0.41 $15.92 (h)
Vermont 6.00% 0.24% 34.45 34.31 $3.08 $0.27 $7.68 (h)
Virginia (a) 5.30% 0.45% 36.20 37.20 $0.60 $0.26 $19.89 (h)
Washington 6.50% 2.79% 49.40 49.40 $3.03 $0.26 $37.81
West Virginia 6.00% 0.55% 35.70 35.70 $1.20 $0.18 $7.62 (h)
Wisconsin 5.00% 0.43% 32.90 32.90 $2.52 $0.06 $3.25
Wyoming 4.00% 1.36% 24.00 24.00 $0.60 $0.02 $0.00 (h)
District of Columbia 6.00% n.a. 33.80 33.80 $5.01 $0.72 $6.20
(a) Some state sales taxes include a local component collected uniformly across the state: California (1.25%), Utah (1.25%), and Virginia (1%). We 

include these in their state sales tax rates.
(b) Sales tax rates in Hawaii, New Mexico, North Dakota, and South Dakota are not strictly comparable to other states due to broad bases that include 

many services.
(c) Special taxes in Montana’s resort areas are not included in our analysis.
(d) Some counties in New Jersey are not subject to statewide sales tax rates and collect a local rate of 3.3125%. Their average local score is 

represented as a negative.
(e) Calculated rate including excise taxes, additional fees levied per gallon (such as storage tank and environmental fees), local excise taxes, and sales 

or gross receipts taxes.
(f) Includes a statewide local tax of 52 cents in Alabama and 53 cents in Georgia.
(g) May include taxes that are levied based on container size.
(h) These states outlaw private liquor sales and utilize state-run stores. These are called “control states,” while “license states” are those that permit 

private wholesale and retail sales. All license states have an excise tax rate in law, expressed in dollars per gallon. Control states levy no statutory 
tax but usually raise comparable revenue by charging higher prices. The Distilled Spirits Council of the U.S. has computed approximate excise tax 
rates for control states by comparing prices of typical products sold in their state-run stores to the pre-tax prices of liquor in states where liquor 
is privately sold. In New Hampshire, average liquor prices charged in state-run stores are lower than pre-tax prices in license states. Washington 
privatized its liquor sales but enacted tax increases as a part of the package. 

Source: Tax Foundation; Bloomberg Tax; American Petroleum Institute; Distilled Spirits Council of the United States; Federation of Tax Administrators.
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TABLE 17. 
State Sales Tax Bases: Exemptions for Business-to-Business Transactions  
(as of July 1, 2022)

Specific 
Exemption

Farm 
Equipment

Office 
Equipment

Manufacturing 
Machinery

Manufacturing 
Raw Materials

Business Fuel 
& Utilities

Business Lease 
& Rentals

Information 
Services

Alabama No Taxable Taxable Taxable Exempt Exempt Taxable Taxable
Alaska n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Arizona No Exempt Taxable Exempt Exempt Taxable Taxable Exempt
Arkansas No Exempt Taxable Exempt Exempt Partial Taxable Exempt
California No Partial Taxable Partial Exempt Taxable Taxable Exempt
Colorado No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Connecticut No Exempt Taxable Exempt Exempt Exempt Taxable Taxable
Delaware n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Florida No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Georgia No Exempt Taxable Exempt Exempt Partial Taxable Exempt
Hawaii No Taxable Taxable Taxable Taxable Taxable Taxable Taxable
Idaho No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Illinois No Exempt Taxable Exempt Exempt Exempt Exempt Exempt
Indiana No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Iowa No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Kansas No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Kentucky No Exempt Taxable Taxable Exempt Exempt Taxable Exempt
Louisiana No Taxable Taxable Exempt Exempt Exempt Taxable Exempt
Maine No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Maryland No Exempt Taxable Exempt Exempt Exempt Taxable Taxable
Massachusetts No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Michigan No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Minnesota No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Mississippi No Partial Taxable Taxable Exempt Taxable Taxable Exempt
Missouri No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Montana n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Nebraska No Exempt Taxable Exempt Exempt Exempt Exempt Exempt
Nevada No Exempt Taxable Taxable Exempt Taxable Taxable Exempt
New Hampshire n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
New Jersey No Exempt Taxable Exempt Exempt Taxable Taxable Taxable
New Mexico No Taxable Taxable Exempt Exempt Exempt Taxable Taxable
New York No Exempt Taxable Exempt Exempt Exempt Taxable Taxable
North Carolina No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
North Dakota No Partial Taxable Taxable Exempt Taxable Taxable Exempt
Ohio No Exempt Taxable Exempt Exempt Exempt Taxable Taxable
Oklahoma No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Oregon n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Pennsylvania No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Rhode Island No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
South Carolina No Exempt Taxable Exempt Exempt Exempt Taxable Taxable
South Dakota No Taxable Taxable Taxable Exempt Taxable Taxable Taxable
Tennessee No Exempt Taxable Exempt Exempt Taxable Taxable Exempt
Texas No Exempt Taxable Exempt Exempt Exempt Taxable Taxable
Utah No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Vermont No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Virginia No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Washington No Taxable Taxable Exempt Exempt Taxable Taxable Taxable
West Virginia No Exempt Taxable Exempt Exempt Exempt Taxable Taxable
Wisconsin No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
Wyoming No Exempt Taxable Exempt Exempt Exempt Taxable Exempt
District of Columbia No Taxable Taxable Taxable Exempt Exempt Taxable Taxable
Note: States with no state sales tax (AK, DE, MT, NH, and OR) are listed as “not applicable” (n.a.) within Table 17, although Alaska has a local 
option sales tax.
Source: Tax Foundation; Bloomberg Tax; state statutes.



D
AT

A
 T

A
B

LE
S

70 | STATE BUSINESS TAX CLIMATE INDEX

TABLE 18. 
State Sales Tax Bases: Consumer Goods and Services (as of July 1, 2022)

Goods Services

Groceries Clothing
Prescription 
Medication

Non-
Prescription 
Medication Gasoline Legal Financial Accounting

Alabama Taxable Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Alaska n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Arizona Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Arkansas Alternate Rate Taxable Exempt Taxable Exempt Exempt Exempt Exempt
California Exempt Taxable Exempt Taxable Alternate Rate Exempt Exempt Exempt
Colorado Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Connecticut Exempt Taxable Exempt Exempt Exempt Exempt Exempt Exempt
Delaware n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Florida Exempt Taxable Exempt Exempt Taxable Exempt Exempt Exempt
Georgia Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Hawaii Taxable Taxable Exempt Taxable Taxable Taxable Taxable Taxable
Idaho Taxable Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Illinois Alternate Rate Taxable Alternate Rate Alternate Rate Taxable Exempt Exempt Exempt
Indiana Exempt Taxable Exempt Taxable Taxable Exempt Exempt Exempt
Iowa Exempt Taxable Exempt Taxable Exempt Exempt Taxable Exempt
Kansas Taxable Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Kentucky Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Louisiana Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Maine Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Maryland Exempt Taxable Exempt Exempt Exempt Exempt Exempt Exempt
Massachusetts Exempt Exempt Exempt Taxable Exempt Exempt Exempt Exempt
Michigan Exempt Taxable Exempt Taxable Taxable Exempt Exempt Exempt
Minnesota Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Mississippi Taxable Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Missouri Alternate Rate Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Montana n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Nebraska Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Nevada Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
New Hampshire n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
New Jersey Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
New Mexico Exempt Taxable Exempt Taxable Exempt Taxable Taxable Taxable
New York Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
North Carolina Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
North Dakota Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Ohio Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Oklahoma Taxable Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Oregon n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Pennsylvania Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Rhode Island Exempt Exempt Exempt Taxable Exempt Exempt Exempt Exempt
South Carolina Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
South Dakota Taxable Taxable Exempt Taxable Exempt Taxable Exempt Taxable
Tennessee Alternate Rate Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Texas Exempt Taxable Exempt Exempt Exempt Exempt Exempt Exempt
Utah Alternate Rate Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Vermont Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Virginia Alternate Rate Taxable Exempt Exempt Exempt Exempt Exempt Exempt
Washington Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
West Virginia Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Wisconsin Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
Wyoming Exempt Taxable Exempt Taxable Exempt Exempt Exempt Exempt
District of Columbia Exempt Taxable Exempt Exempt Exempt Exempt Exempt Exempt
Notes: States with no state sales tax (AK, DE, MT, NH, and OR) are listed as “not applicable” (n.a.) within Table 18, although Alaska has a local 
option sales tax. New York applies only local sales taxes to gasoline.
Source: Tax Foundation; Bloomberg Tax; state statutes.
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TABLE 18, CONTINUED. 

State Sales Tax Bases: Consumer Goods and Services (as of July 1, 2022)
Services

Medical Landscaping Repair
Real Estate 

Services Parking
Dry 

Cleaning Fitness Barber Veterinary
Alabama Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Alaska n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Arizona Exempt Taxable Exempt Exempt Exempt Exempt Taxable Exempt Exempt
Arkansas Exempt Taxable Taxable Exempt Taxable Taxable Taxable Exempt Exempt
California Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Colorado Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Connecticut Exempt Taxable Taxable Exempt Taxable Taxable Taxable Exempt Exempt
Delaware n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Florida Exempt Exempt Taxable Exempt Partial Exempt Taxable Exempt Exempt
Georgia Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Hawaii Taxable Taxable Taxable Taxable Exempt Taxable Taxable Taxable Taxable
Idaho Exempt Exempt Exempt Exempt Exempt Exempt Taxable Exempt Exempt
Illinois Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Indiana Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Iowa Exempt Taxable Taxable Exempt Taxable Taxable Taxable Taxable Exempt
Kansas Exempt Exempt Taxable Exempt Exempt Taxable Taxable Exempt Exempt
Kentucky Exempt Taxable Exempt Exempt Exempt Taxable Taxable Exempt Taxable
Louisiana Exempt Exempt Taxable Exempt Taxable Taxable Taxable Exempt Exempt
Maine Exempt Exempt Exempt Exempt Exempt Taxable Exempt Exempt Exempt
Maryland Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Massachusetts Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Michigan Exempt Exempt Exempt Exempt Exempt Taxable Exempt Exempt Exempt
Minnesota Exempt Taxable Exempt Exempt Taxable Taxable Taxable Exempt Exempt
Mississippi Exempt Taxable Taxable Exempt Taxable Taxable Exempt Exempt Exempt
Missouri Exempt Exempt Exempt Exempt Exempt Exempt Taxable Exempt Exempt
Montana n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Nebraska Exempt Taxable Taxable Exempt Exempt Exempt Exempt Exempt Exempt
Nevada Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
New Hampshire n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
New Jersey Exempt Taxable Taxable Exempt Taxable Exempt Taxable Exempt Exempt
New Mexico Taxable Taxable Taxable Taxable Taxable Taxable Taxable Taxable Taxable
New York Exempt Taxable Taxable Exempt Taxable Exempt Exempt Exempt Exempt
North Carolina Exempt Exempt Taxable Exempt Exempt Taxable Exempt Exempt Exempt
North Dakota Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Ohio Exempt Taxable Taxable Exempt Exempt Taxable Taxable Exempt Exempt
Oklahoma Exempt Exempt Exempt Exempt Taxable Exempt Taxable Exempt Exempt
Oregon n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Pennsylvania Exempt Taxable Taxable Exempt Exempt Taxable Exempt Exempt Exempt
Rhode Island Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
South Carolina Exempt Exempt Exempt Exempt Exempt Taxable Exempt Exempt Exempt
South Dakota Exempt Taxable Taxable Taxable Taxable Taxable Taxable Taxable Taxable
Tennessee Exempt Exempt Taxable Exempt Taxable Taxable Exempt Exempt Exempt
Texas Exempt Taxable Taxable Exempt Taxable Taxable Taxable Exempt Exempt
Utah Exempt Exempt Taxable Exempt Exempt Taxable Taxable Exempt Exempt
Vermont Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Virginia Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt Exempt
Washington Exempt Taxable Taxable Exempt Taxable Taxable Taxable Exempt Taxable
West Virginia Exempt Taxable Taxable Exempt Taxable Taxable Exempt Exempt Exempt
Wisconsin Exempt Taxable Taxable Exempt Taxable Taxable Exempt Exempt Exempt
Wyoming Exempt Exempt Taxable Exempt Exempt Taxable Exempt Exempt Exempt
District of Columbia Exempt Taxable Taxable Exempt Taxable Taxable Taxable Exempt Exempt

Notes: States with no state sales tax (AK, DE, MT, NH, and OR) are listed as “not applicable” (n.a.) within Table 18, although Alaska has a 
local option sales tax. New York applies only local sales taxes to gasoline.
Source: Tax Foundation; state statutes.
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TABLE 19. 
Sales Tax Structure (as of July 1, 2022)

Uniform Base  
Definitions

Unified Tax  
Administration

Safe Harbor  
for Remote Sellers

Alabama Yes No Gross Sales Threshold
Alaska No No n.a.
Arizona No Yes Gross Sales Threshold
Arkansas Yes Yes Sales or Transactions Threshold
California Yes Yes Gross Sales Threshold
Colorado No No Gross Sales Threshold
Connecticut Yes Yes Gross Sales Threshold
Delaware n.a. n.a. n.a.
Florida Yes Yes n.a.
Georgia Yes Yes Sales or Transactions Threshold
Hawaii Yes Yes Sales or Transactions Threshold
Idaho No Yes Gross Sales Threshold
Illinois Yes Yes Sales or Transactions Threshold
Indiana Yes Yes Sales or Transactions Threshold
Iowa Yes Yes Gross Sales Threshold
Kansas Yes Yes Gross Sales Threshold
Kentucky Yes Yes Sales or Transactions Threshold
Louisiana No No Sales or Transactions Threshold
Maine Yes Yes Gross Sales Threshold
Maryland Yes Yes Sales or Transactions Threshold
Massachusetts Yes Yes Gross Sales Threshold
Michigan Yes Yes Sales or Transactions Threshold
Minnesota Yes Yes Sales or Transactions Threshold
Mississippi Yes Yes Gross Sales Threshold
Missouri Yes Yes n.a.
Montana n.a. n.a. n.a.
Nebraska Yes Yes Sales or Transactions Threshold
Nevada Yes Yes Sales or Transactions Threshold
New Hampshire n.a. n.a. n.a.
New Jersey Yes Yes Sales or Transactions Threshold
New Mexico Yes Yes Gross Sales Threshold
New York Yes Yes Gross Sales Threshold
North Carolina Yes Yes Sales or Transactions Threshold
North Dakota Yes Yes Gross Sales Threshold
Ohio Yes Yes Sales or Transactions Threshold
Oklahoma Yes Yes Gross Sales Threshold
Oregon Yes n.a. n.a.
Pennsylvania Yes Yes Gross Sales Threshold
Rhode Island Yes Yes Sales or Transactions Threshold
South Carolina Yes Yes Gross Sales Threshold
South Dakota Yes Yes Sales or Transactions Threshold
Tennessee Yes Yes Gross Sales Threshold
Texas Yes Yes Gross Sales Threshold
Utah Yes Yes Sales or Transactions Threshold
Vermont Yes Yes Sales or Transactions Threshold
Virginia Yes Yes Sales or Transactions Threshold
Washington Yes Yes Gross Sales Threshold
West Virginia Yes Yes Sales or Transactions Threshold
Wisconsin Yes Yes Gross Sales Threshold
Wyoming Yes Yes Sales or Transactions Threshold
District of Columbia Yes Yes Sales or Transactions Threshold
Note: States that do not require remote sales tax collection are listed as “not applicable” (n.a.) within Table 19.
Source: Tax Foundation; state statutes.
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TABLE 20. 
State Property Tax Rates and Capital Stock Tax Rates (as of July 1, 2022)

Property Tax 
Collections Per 

Capita

Property Tax as 
a Percentage of 

Personal Income
Capital Stock  

Tax Rate
Capital Stock 
 Max Payment

Payment Options 
for CST and CIT

Alabama $620 1.37% 0.175% $15,000 Pay both
Alaska $2,222 3.63% None n.a. n.a.
Arizona $1,150 2.31% None n.a. n.a.
Arkansas $788 1.69% 0.3% Unlimited Pay both
California $1,840 2.77% None n.a. n.a.
Colorado $1,816 2.99% None n.a. n.a.
Connecticut $3,215 4.20% 0.21% $1,000,000 Pay highest
Delaware $967 1.86% 0.04% $200,000 Pay both
Florida $1,454 2.69% None n.a. n.a.
Georgia $1,290 2.57% (a) $5,000 Pay both
Hawaii $1,455 2.72% None n.a. n.a.
Idaho $1,101 2.28% None n.a. n.a.
Illinois $2,338 3.65% 0.1% $2,000,000 Pay both
Indiana $1,139 2.19% None n.a. n.a.
Iowa $1,775 3.39% None n.a. n.a.
Kansas $1,661 3.06% None n.a. n.a.
Kentucky $873 1.91% None n.a. n.a.
Louisiana $925 1.80% 0.275% Unlimited Pay both
Maine $2,772 5.21% None n.a. n.a.
Maryland $1,689 2.66% None n.a. n.a.
Massachusetts $2,590 3.37% 0.26% Unlimited Pay highest
Michigan $1,524 2.99% None n.a. n.a.
Minnesota $1,727 2.85% None n.a. n.a.
Mississippi $1,105 2.73% 0.15% Unlimited Pay both
Missouri $1,118 2.14% None n.a. n.a.
Montana $1,717 3.34% None n.a. n.a.
Nebraska $2,013 3.64% (a) $11,995 Pay both
Nevada $1,041 2.08% None n.a. n.a.
New Hampshire $3,246 4.79% None n.a. n.a.
New Jersey $3,513 4.80% None n.a. n.a.
New Mexico $884 1.92% None n.a. n.a.
New York $3,180 4.36% 0.1875% $5,000,000 Pay highest
North Carolina $1,047 2.08% 0.15% Unlimited Pay both
North Dakota $1,586 2.53% None n.a. n.a.
Ohio $1,397 2.72% None n.a. n.a.
Oklahoma $826 1.75% 0.125% $20,000 Pay both
Oregon $1,670 3.04% None n.a. n.a.
Pennsylvania $1,631 2.71% None n.a. n.a.
Rhode Island $2,526 4.09% None n.a. n.a.
South Carolina $1,272 2.68% 0.1% Unlimited Pay both
South Dakota $1,532 2.66% None n.a. n.a.
Tennessee $834 1.61% 0.25% Unlimited Pay both
Texas $2,098 3.99% None n.a. n.a.
Utah $1,153 2.32% None n.a. n.a.
Vermont $2,938 4.82% None n.a. n.a.
Virginia $1,770 2.94% None n.a. n.a.
Washington $1,703 2.53% None n.a. n.a.
West Virginia $963 2.22% None n.a. n.a.
Wisconsin $1,685 3.07% None n.a. n.a.
Wyoming $2,062 3.29% 0.02% Unlimited Pay both
District of Columbia $3,969 4.73% None n.a. n.a.
(a) Based on a fixed dollar payment schedule. Effective tax rates decrease as taxable capital increases.
Note: States without a capital stock tax are listed as “not applicable” (n.a.) within Table 20.
Source: Tax Foundation calculations from U.S. Census Bureau data; Bloomberg Tax; state statutes.
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TABLE 21. 
State Property Tax Bases (as of July 1, 2022)

Tangible 
Personal 

Property Tax
Intangible 

Property Tax
Inventory  

Tax
Real Estate 

Transfer Tax
Split Roll 

Ratio
Estate  

Tax
Inheritance 

Tax
Gift 
Tax

Alabama Yes Yes No Yes 2.00 No No No
Alaska Yes No Partial No No Split Roll No No No
Arizona Yes No No No 1.80 No No No
Arkansas Yes No Yes Yes No Split Roll No No No
California Yes No No Yes No Split Roll No No No
Colorado Yes No No Yes 4.03 No No No
Connecticut Yes No No Yes 2.17 Yes No Yes
Delaware No No No Yes No Split Roll No No No
Florida Yes No No Yes No Split Roll No No No
Georgia Yes No Partial Yes No Split Roll No No No
Hawaii No No No Yes 3.54 Yes No No
Idaho Yes No No No No Split Roll No No No
Illinois No No No Yes 1.61 Yes No No
Indiana Yes No No No No Split Roll No No No
Iowa No Yes No Yes 1.66 No Yes No
Kansas Yes No No No 2.17 No No No
Kentucky Yes Yes Yes Yes No Split Roll No Yes No
Louisiana Yes Yes Yes No No Split Roll No No No
Maine Yes No No Yes No Split Roll Yes No No
Maryland Yes No Yes Yes No Split Roll Yes Yes No
Massachusetts Yes No Partial Yes No Split Roll Yes No No
Michigan Yes No Partial Yes No Split Roll No No No
Minnesota Partial No No Yes 1.60 Yes No No
Mississippi Yes Yes Yes No 1.50 No No No
Missouri Yes No No No 1.75 No No No
Montana Yes No No No 1.40 No No No
Nebraska Yes No No Yes No Split Roll No Yes No
Nevada Yes No No Yes No Split Roll No No No
New Hampshire Partial No No Yes No Split Roll No No No
New Jersey No No No Yes No Split Roll No Yes No
New Mexico Yes No No No No Split Roll No No No
New York No No No Yes 3.79 Yes No No
North Carolina Yes No No Yes No Split Roll No No No
North Dakota Partial No No No 1.11 No No No
Ohio No No No Yes No Split Roll No No No
Oklahoma Yes No Yes Yes 1.23 No No No
Oregon Yes No No No No Split Roll Yes No No
Pennsylvania No No No Yes No Split Roll No Yes No
Rhode Island Yes No No Yes No Split Roll Yes No No
South Carolina Yes No No Yes 1.50 No No No
South Dakota Partial Yes No Yes No Split Roll No No No
Tennessee Yes Yes No Yes 1.60 No No No
Texas Yes Yes Yes No No Split Roll No No No
Utah Yes No No No 1.82 No No No
Vermont Yes No Partial Yes No Split Roll Yes No No
Virginia Yes No Yes Yes No Split Roll No No No
Washington Yes No No Yes No Split Roll Yes No No
West Virginia Yes No Yes Yes No Split Roll No No No
Wisconsin Yes No No Yes No Split Roll No No No
Wyoming Yes No No No 1.21 No No No
District of Columbia Yes No No Yes 2.08 Yes No No
Note: Split roll ratio represents the ratio between commercial and residential property taxes. 
Source: Tax Foundation; Bloomberg Tax; state statutes.
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TABLE 22. 
State Unemployment Insurance Tax Rates (as of July 1, 2022)

Minimum  
Rate

Maximum  
Rate

Taxable 
Wage Base

Most Favorable Schedule Least Favorable Schedule
State Minimum Rate Maximum Rate Minimum Rate Maximum Rate
Alabama 1.15% 7.30% $8,000 0.14% 5.40% 0.65% 6.80%
Alaska 1.00% 5.40% $45,200 1.00% 6.50% 1.00% 6.50%
Arizona 0.08% 20.93% $10,000 0.02% 5.40% 0.02% 5.40%
Arkansas 0.30% 14.20% $10,000 0.10% 6.00% 0.80% 6.00%
California 1.60% 6.20% $7,000 0.10% 5.40% 1.50% 6.20%
Colorado 0.75% 10.39% $17,000 0.51% 6.28% 0.75% 10.39%
Connecticut 1.90% 6.80% $15,000 0.50% 5.40% 0.50% 5.40%
Delaware 0.30% 8.20% $14,500 0.10% 8.00% 0.10% 8.00%
Florida 0.10% 5.40% $7,000 0.10% 5.40% 0.10% 5.40%
Georgia 0.04% 8.10% $9,500 0.01% 5.40% 0.04% 8.10%
Hawaii 0.21% 5.40% $51,600 0.00% 5.40% 2.40% 6.60%
Idaho 0.25% 5.40% $46,500 0.18% 5.40% 0.96% 6.80%
Illinois 0.73% 7.63% $12,960 0.20% 6.40% 0.20% 6.40%
Indiana 0.50% 7.40% $9,500 0.00% 5.40% 0.75% 10.20%
Iowa 0.00% 7.50% $34,800 0.00% 7.00% 0.00% 9.00%
Kansas 0.20% 7.60% $14,000 0.20% 7.60% 0.20% 7.60%
Kentucky 0.30% 10.00% $10,800 0.00% 9.00% 1.00% 10.00%
Louisiana 0.09% 6.20% $7,700 0.09% 6.00% 0.09% 6.00%
Maine 0.74% 6.37% $12,000 0.00% 5.40% 0.00% 5.40%
Maryland 1.00% 10.50% $8,500 0.30% 7.50% 2.20% 13.50%
Massachusetts 1.11% 16.22% $15,000 0.56% 8.62% 1.21% 18.55%
Michigan 0.06% 10.30% $9,500 0.00% 6.30% 0.00% 6.30%
Minnesota 0.60% 9.50% $38,000 0.10% 9.00% 0.40% 9.40%
Mississippi 0.20% 5.60% $14,000 0.00% 5.40% 0.00% 5.40%
Missouri 0.00% 6.75% $11,000 0.00% 5.40% 0.00% 7.80%
Montana 0.13% 6.30% $38,100 0.00% 6.12% 1.62% 6.12%
Nebraska 0.00% 5.40% $9,000 0.00% 5.40% 0.00% 5.40%
Nevada 0.30% 5.40% $36,600 0.25% 5.40% 0.25% 5.40%
New Hampshire 0.60% 9.00% $14,000 0.10% 7.00% 0.10% 8.50%
New Jersey 0.50% 5.80% $36,600 0.30% 5.40% 1.30% 7.70%
New Mexico 0.33% 6.40% $28,700 0.33% 5.40% 0.33% 5.40%
New York 2.10% 9.90% $12,000 0.00% 5.90% 1.50% 8.90%
North Carolina 0.06% 5.76% $28,000 0.06% 5.76% 0.06% 5.76%
North Dakota 0.08% 9.69% $38,400 0.01% 5.40% 0.01% 5.40%
Ohio 0.80% 10.20% $9,000 0.00% 6.30% 0.30% 6.70%
Oklahoma 0.30% 7.50% $24,800 0.10% 5.50% 0.30% 9.20%
Oregon 0.90% 5.40% $47,700 0.50% 5.40% 2.20% 5.40%
Pennsylvania 1.29% 9.93% $10,000 0.00% 8.95% 0.00% 8.95%
Rhode Island 1.20% 9.80% $24,600 0.21% 7.40% 1.20% 10.00%
South Carolina 0.06% 5.46% $14,000 0.00% 5.40% 0.00% 5.40%
South Dakota 0.00% 9.85% $15,000 0.00% 9.30% 0.00% 9.45%
Tennessee 0.01% 10.00% $7,000 0.01% 10.00% 0.50% 10.00%
Texas 0.31% 6.31% $9,000 0.00% 6.00% 0.00% 6.00%
Utah 0.20% 7.30% $41,600 0.00% 7.00% 0.00% 7.00%
Vermont 0.80% 6.50% $15,500 0.40% 5.40% 1.30% 8.40%
Virginia 0.33% 6.43% $8,000 0.00% 5.40% 0.10% 6.20%
Washington 0.23% 8.03% $62,500 0.00% 5.40% 0.00% 5.40%
West Virginia 1.50% 8.50% $9,000 0.00% 7.50% 1.50% 7.50%
Wisconsin 0.00% 12.00% $14,000 0.00% 10.70% 0.07% 10.70%
Wyoming 0.48% 8.85% $27,700 0.00% 8.50% 0.00% 8.50%
District of Columbia 2.10% 7.60% $9,000 0.10% 5.40% 1.90% 7.40%
Source: National Foundation for Unemployment Compensation & Workers’ Compensation, Highlights of State Unemployment 
Compensation Laws (2022); U.S. Department of Labor, Comparison of State Unemployment Insurance Laws (2021).
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TABLE 23. 
State Unemployment Insurance Tax Bases: Experience Formulas and Charging Methods  
(as of July 1, 2022)

State
Experience  

Formula Based On

Benefits Are 
Charged to 

Employers in 
Proportion to 
Base Period 

Wages

Company Charged for Benefits If

Employee’s 
Benefit 
Award 

Reversed

Reimbursements 
on Combined 
Wage Claims

Employee 
Left 

Voluntarily

Employee 
Discharged 

for 
Misconduct

Employee 
Refused 
Suitable 

Work

Employee 
Continues 

to Work for 
Employer 
Part-Time

Alabama Benefits Ratio Yes No Yes No No Yes No
Alaska Payroll Decline n.a. n.a. n.a. n.a n.a. n.a. n.a.
Arizona Reserve Ratio Yes No No No No Yes No
Arkansas Reserve Ratio Yes No Yes No No Yes No
California Reserve Ratio Yes No Yes No No Yes No
Colorado Reserve Ratio No (a) No No No No Yes No
Connecticut Benefits Ratio Yes No No No No No No
Delaware Benefit Wage Ratio Yes No No No No No No
Florida Benefits Ratio Yes No Yes No No No No
Georgia Reserve Ratio No (b) No No No No No Yes
Hawaii Reserve Ratio Yes Yes No No No No No
Idaho Reserve Ratio No (c) No No No No Yes No
Illinois Benefits Ratio No (b) No No No No No No
Indiana Reserve Ratio No (a) No No No No Yes No
Iowa Benefits Ratio No (a) No No No No No No
Kansas Reserve Ratio Yes Yes Yes No No Yes No
Kentucky Reserve Ratio No (b) Yes No No No No No
Louisiana Reserve Ratio Yes No No No No No No
Maine Reserve Ratio No (b) No Yes No No No No
Maryland Benefits Ratio Yes No Yes No Yes Yes No
Massachusetts Reserve Ratio No (a) No Yes Yes Yes Yes No
Michigan Benefits Ratio Yes Yes No No No No No
Minnesota Benefits Ratio Yes No No No No Yes No
Mississippi Benefits Ratio Yes Yes Yes No No No No
Missouri Reserve Ratio Yes No No No No No No
Montana Reserve Ratio Yes No Yes No No Yes No
Nebraska Reserve Ratio No (a) No Yes No No Yes No
Nevada Reserve Ratio No (c) Yes No No No Yes Yes
New Hampshire Reserve Ratio No (b) No No No No No No
New Jersey Reserve Ratio Yes No Yes No No No Yes
New Mexico Benefits Ratio Yes No Yes No No No No
New York Reserve Ratio Yes No Yes No No Yes No
North Carolina Reserve Ratio Yes Yes Yes No No Yes No
North Dakota Reserve Ratio Yes No Yes No No Yes No
Ohio Reserve Ratio Yes No No No No No No
Oklahoma Benefit Wage Ratio Yes No Yes No No No No
Oregon Benefits Ratio Yes No No No No Yes No
Pennsylvania Benefits Ratio Yes No No No No Yes No
Rhode Island Reserve Ratio No No No No No No No
South Carolina Benefits Ratio No (b) No No No No No No
South Dakota Reserve Ratio No (a) No Yes No No Yes Yes
Tennessee Reserve Ratio Yes No No No No Yes No
Texas Benefits Ratio Yes No Yes No No Yes Yes
Utah Benefits Ratio Yes No No No No Yes No
Vermont Benefits Ratio Yes No No No No No No
Virginia Benefits Ratio No (b) Yes No Yes Yes Yes Yes
Washington Benefits Ratio Yes Yes Yes No No Yes No
West Virginia Reserve Ratio Yes No Yes No No Yes No
Wisconsin Reserve Ratio Yes Yes No No No No Yes
Wyoming Benefits Ratio Yes No Yes No No Yes No
District of Columbia Reserve Ratio Yes Yes Yes No No Yes No
(a) Benefits charged to base-period employers, most recent first (inverse order).
(b) Benefits charged to most recent employer.
(c) Benefits charged to employer who paid largest amount of wages.
Note: Alaska uses a payroll decline experience formula, so other features are listed as not applicable (n.a.).
Source: National Foundation for Unemployment Compensation & Workers’ Compensation, Highlights of State Unemployment Compensation Laws 
(2022).
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TABLE 24. 
State Unemployment Insurance Tax Bases: Other Variables (as of July 1, 2022)

State
Solvency  

Tax

Taxes for 
Socialized 
Costs or 
Negative 
Balance 

Employer

Loan and 
Interest 

Repayment 
Surtaxes

Reserve 
Taxes

Surtaxes for UI 
Administration 

or Non-UI 
Purposes

Temporary 
Disability 
Insurance

Voluntary 
Contributions

Time 
Period to 

Qualify for 
Experience 

Rating 
(Years)

Alabama No Yes Yes No Yes No No 2.5
Alaska Yes No No No Yes No No 1
Arizona No No Yes No No No Yes 2
Arkansas Yes No Yes No Yes No Yes 3
California Yes No No No Yes Yes Yes 3
Colorado Yes No Yes No No No Yes 1
Connecticut Yes No Yes No No No No 1
Delaware Yes No Yes No Yes No No 2
Florida No No Yes No No No No 2.5
Georgia Yes No No No Yes No Yes 3
Hawaii No No Yes No Yes Yes No 1
Idaho No No Yes Yes Yes No No 1.5
Illinois Yes No No No No No No 3
Indiana Yes No Yes No No No Yes 3
Iowa No No Yes Yes No No No 3
Kansas Yes No No No No No Yes 2
Kentucky No No Yes No Yes No Yes 3
Louisiana Yes Yes Yes No Yes No Yes 2
Maine No No Yes No Yes No No 2
Maryland No No No No Yes No No 2
Massachusetts Yes No No No Yes No Yes 3
Michigan Yes Yes Yes No No No Yes 1
Minnesota Yes No Yes No Yes No Yes 1
Mississippi No No No No Yes No No 3
Missouri Yes No Yes No No No Yes 2
Montana No No No No Yes No No 3
Nebraska No No No Yes No No Yes 1
Nevada No No Yes No Yes No No 3
New Hampshire Yes No No No Yes No No 1
New Jersey Yes No Yes No Yes Yes Yes 3
New Mexico No No No No No No Yes 2
New York Yes No Yes No Yes Yes No 1.25
North Carolina Yes No No Yes No No Yes 2
North Dakota No No No No No No Yes 1
Ohio Yes Yes No No No No Yes 1.25
Oklahoma Yes No No No Yes No No 2
Oregon No No Yes No Yes No No 1
Pennsylvania Yes No Yes No No No Yes 1.5
Rhode Island No No No No Yes No Yes 3
South Carolina No No Yes No Yes No No 1
South Dakota Yes No No No Yes No Yes 2
Tennessee Yes No Yes No No No No 3
Texas Yes Yes Yes No Yes No Yes 1.5
Utah No Yes No No No No No 1
Vermont No No No No No No No 1
Virginia Yes Yes No No No No No 1
Washington Yes Yes Yes No Yes No Yes 1.5
West Virginia No No Yes No No No Yes 3
Wisconsin Yes No Yes No Yes No Yes 3
Wyoming Yes Yes No No Yes No No 3
District of Columbia No No Yes No Yes No No 3
Source: National Foundation for Unemployment Compensation & Workers' Compensation, Highlights of State Unemployment 
Compensation Laws (2022); U.S. Department of Labor, Comparison of State Unemployment Laws (2021).
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SENATE FINANCE AND TAXATION COMMITTEE 

FORT TOTTEN ROOM  

SENATOR JORDAN KANNIANEN, CHAIRMAN 

 

 

DOUG BURGUM – GOVERNOR OF NORTH DAKOTA 

 

Chairman Kannianen, members of the committee, for the record, my name is Doug Burgum.   

 

As you know, North Dakota’s finances are in very good shape, perhaps the best shape in our 

state’s 123-year history. Our combined reserves are the highest ever. Our general fund 

revenues are running 24 percent, or $785 million, ahead of forecast. Our oil tax revenues are 

running 63 percent, or nearly $1.8 billion, ahead of forecast. We have more than $8 billion in 

the Legacy Fund and $5.7 billion in the Common Schools Trust Fund, as well as $720 in our 

rainy-day Budget Stabilization Fund, an anticipated general fund ending balance of $1.15 

billion and an estimated balance at the end of this biennium of $1.4 billion in the Strategic 

Investment and Improvements Fund. We are perfectly suited to provide citizens the tax relief 

they deserve, and we must do this first, before we expand our state expenditures.  

 

When the state is doing well, citizens should share in that prosperity– especially when 

competition for workers is fierce and every advantage helps as we try to attract and retain 

workers in North Dakota. Our state tied with South Dakota for the lowest unemployment rate 

in the nation in 2022, at 2.1 percent.  

 

To accomplish these dual goals of tax relief and workforce attraction, we support the income 

tax relief proposed in House Bill 1158 – the largest income tax relief package in state history. 

This bill will eliminate the state individual income tax for approximately three out of five 

taxpayers. Those who will still pay income tax will see their liability reduced by roughly one-

quarter to one-half, allowing North Dakotans to keep more of their hard-earned money – an 

estimated $566 million next biennium – to offset expenses and invest in their families and 

communities.  

 

Every North Dakota income taxpayer will benefit from this plan, which will make North Dakota 

the lowest flat-tax state in the nation. Again, this would effectively eliminate the state’s 

individual income tax for nearly 60% of income taxpayers. The rest would pay a flat tax of 1.5%, 

compared to current income tax rates that range from 2.04% to 2.9%. That translates to a 

reduction from 26% to 48% in their state income taxes.  
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This puts us on a path toward eventually zeroing out our individual income tax and joining the 

nine states that don’t have individual income tax. I must also point out that these states do not 

differentiate between in-state and out-of-state taxpayers – they do this because they welcome 

the business and know that whether the relief is to a citizen living in their state or supports a 

business in the state, it is good for the state. The no individual income tax states include some 

of our nation’s fastest-growing states and ones with whom we compete for workers in the 

energy industry and other sectors, including Alaska, Texas and Wyoming, and our neighbor 

South Dakota. 

 

A gradual phase-out of income taxes will give the Legacy Fund time to grow and kick off 

higher revenues that can be used to eventually replace oil and gas tax revenues and, in the 

short-term, help offset any potential revenue shortfalls, ensuring the state can continue to fund 

priorities through economic ups and downs. 

 

I want to again thank Tax Commissioner Kroshus, Rep. Headland, Sen. Kannianen, Sen. Meyer, 

Rep. Bosch and Rep. Dockter for their partnership and leadership on this proposal, along with 

the bill’s other co-sponsors, Sens. Axtman, Conley, Kirsten Roers and Wanzek, and Reps. 

Grueneich, Hagert and Heinert. 

 

We’re grateful to the legislators who supported last year’s income tax package to provide 

meaningful relief to our citizens. The proposal before you now will build upon that relief to 

allow North Dakota working families to keep more of their paycheck in their pockets as 

inflation and rising interest rates continue to eat away at family finances.  

 

As tax relief options go, we prefer this income tax relief because it provides permanent, 

immediate relief, it benefits a greater number of North Dakotans, including those who don’t 

own property, and it makes North Dakota more competitive with other states when vying for 

workers.  

 

We welcome the opportunity to work with local and state elected officials to find strategic 

ways to reduce property taxes – not just subsidize locally levied property taxes with state 

dollars – because with property tax relief, the state can never guarantee it will reach the 

individual citizens. 

 

With several tax bills moving through the legislature including the bill currently being 

discussed (HB 1158), a tax credit proposal with a flat tax added on which you will hear shortly 

(HB 118) and several property tax bills including two Homestead tax credit bills and the school 

mill buy down (SB 2066). 
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It is important while you make your decisions that you utilize the best data possible and as 

such, we have provided a one-pager with six family examples from around the state with a 

mixture of family sizes, income levels, property types (rent and own) and values. As you can 

see, in these examples, HB 1158 provides the greatest level of tax relief for the various 

examples provided and we urge you to move this relief forward.  

 

Now is the right time to provide a meaningful, permanent income tax cut to make our state a 

more attractive place to work and a more affordable place to live. It’s a real reduction in taxes, 

because it means government collects less revenue.  

 

Thank you, Mr. Chairman, and members of the Senate Finance and Taxation Committee. 



INCOME TAX RELIEF 
VS. PROPERTY TAX RELIEF 

I N C O M E
 T A X

P R O P E R T Y
 T A X

Two adults/two kids in Bismarck - combined income of $125,000/year, home value $250,000

Current: $1,458•Proposed: $278•Savings: $1,180 Current: $2,860•Proposed: $2,635•Savings: $225

+$955 more $225$1,180
One parent/two kids in Grafton - income of $40,000/year, rent $500/month

One adult/no kids in Crosby - income of $60,000, home value $140,000

One adult/no kids in Hettinger - income of $50,000, home value $200,000

Proposed income tax savings estimates using HB 1158 flat tax 
and assuming only the standard deduction is taken.

Proposed property tax savings estimates using SB 2066 20 mil 
reduction, property tax estimates using 2021 mill rates.

Current: $260•Proposed: $0•Savings: $260 Current: $0•Proposed: $0•Savings: $0

$0$260
Current: $594•Proposed: $21•Savings: $573 Current: $1,480•Proposed: $1,354•Savings: $126

$126$573
Current: $414•Proposed: $0•Savings: $414 Current: $2,631•Proposed: $2,451•Savings: $180

$180$414

A SAVINGS COMPARISON

+$260 more

+$447 more

+$234 more

**Current amounts listed are based on 2020 income tax and property tax estimates.

Two adults, three kids in Lisbon - combined income of $75,000, home value $275,000
Current: $486•Proposed: $0•Savings: $486 Current: $4,139•Proposed: $3,891•Savings: $248

$248$486 +$238 more

One adult/no kids in Bottineau - income of $45,000, home value $175,000
Current: $359•Proposed: $0•Savings: $359 Current: $2,430•Proposed: $2,273•Savings: $158

$158$359 +$201 more
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INCOME TAX RELIEF
VS. PROPERTY TAX RELIEF

A SAVINGS COMPARISON

Two adults/two kids in Bismarck -  
combined income of $125,000/year

home value $250,000

Income Tax
Savings

Income tax provides $955 more savings relief

Property Tax
Savings

$1,180

$225

One adult/no kids in Hettinger - 
income of $50,000, home value $200,000

Income Tax
Savings

Income tax provides $234 more savings relief

Property Tax
Savings$414
$180

One adult/no kids in Crosby - 
income of $60,000

home value $140,000

Income Tax
Savings

Income tax provides $447 more savings relief

Property Tax
Savings

$573
$126

One adult/no kids in Bottineau - 
income of $45,000 

home value $175,000

Income Tax
Savings

Income tax provides $201 more savings relief

Property Tax
Savings$359
$158

One adult/two kids in Grafton  - 
income of $40,000/year

rent $500/month

Income Tax
Savings

Income tax provides $260 more savings relief

Property Tax
Savings

$260 $0

Grafton

Property Tax
Savings

Two adults/three kids in Lisbonn- 
income of $75,000/year

home value $275,000

Income Tax
Savings

Income tax provides $238 more savings relief

$486
$248

Lisbon

Two adults/one kid in Devils Lake - 
combined income of $100,000 

home value $300,000

Income Tax
Savings

Income tax provides $593 more savings relief

Property Tax
Savings

$863

$270

$126$126 --

-
-

--
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Good morning Madam Chair and Members of the Committee,  

My name is Timothy Vermeer, and I am a Senior Policy Analyst with the Tax Foundation.  

Thank you for the opportunity to testify today on the impact of the proposed individual income tax rate 

reduction. 

North Dakota’s economy is in a strong position by nearly any metric.  According to the most 

recent state unemployment report published by the U.S. Bureau of Labor Statistics (BLS), the 

unemployment rate in December in North Dakota was 2.1 percent.1  Since 2000, the average annual 

unemployment rate for the state has been 3.2 percent.  Historically, the national natural unemployment 

rate, the rate at which supply and demand for labor is at an equilibrium has been near 4 percent.  By both 

those benchmarks, North Dakota’s labor market is very tight.  Nearly everyone who wants a job has a job.  

What is left is mostly frictional unemployment—those transitioning between jobs. 

According to the December Job Openings and Labor Turnover Survey, the most recent month of 

data reported by the Bureau of Labor Statistics, there were four open jobs in North Dakota for every 

unemployed person.2  So despite the labor force participation rate and the unemployment rate having 

recovered and even exceeded pre-pandemic levels, the principal factor limiting North Dakota’s economic 

growth is still the size of its labor force.3 

People make decisions to work or reside in a particular jurisdiction for a variety of reasons.  

Among other things, businesses care about an educated workforce—the greater the stock of human 

capital, the greater a firm’s productivity. Companies care about access to infrastructure and efficiently 

delivering their goods to market. They care about government services including police, fire, and 

emergency medical services. Individuals and families care about school quality, weather patterns, and 

 
1 https://www.bls.gov/web/laus/laumstrk.htm.  Lowest state rate in the country. 
2 https://www.bls.gov/opub/ted/2022/louisiana-had-a-13-3-percent-increase-in-job-openings-in-october-
2022.htm 
https://www.bls.gov/eag/eag.nd.htm#eag_nd.f.1 
(36,000/8,850=4.06) 
3 Labor force: all people age 16 and older who are classified as either employed and unemployed (i.e. either 
working or actively looking for work). 
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https://www.bls.gov/web/laus/laumstrk.htm
https://www.bls.gov/opub/ted/2022/louisiana-had-a-13-3-percent-increase-in-job-openings-in-october-2022.htm
https://www.bls.gov/opub/ted/2022/louisiana-had-a-13-3-percent-increase-in-job-openings-in-october-2022.htm
https://www.bls.gov/eag/eag.nd.htm#eag_nd.f.1
https://www.bls.gov/cps/definitions.htm#employed
https://www.bls.gov/cps/definitions.htm#unemployed
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housing prices. Wage and salary levels and purchasing power also matter.  The weight each person places 

on these factors will vary significantly. But what businesses require to remain open, and what every 

family needs to stay in their home, is money. Thus, tax policies come into play. 

States do not institute tax policy in a vacuum. Every change to a state’s tax system makes its 

business tax climate more or less competitive compared to other states and makes the state more or less 

attractive to individuals and families.  Until Arizona converted its individual income tax to a flat rate of 

2.5 percent on January 1, North Dakota had the lowest top marginal individual income tax rate among 

states that levied the tax.  If HB 1158 passes, North Dakota would again have the lowest individual 

income tax rate at 1.5 percent.   

The challenge here is that states in the region and across the country that directly compete with 

North Dakota forgo at least one major tax, often the individual income tax, and thus effectively have a top 

marginal rate of 0 percent.  Alaska, South Dakota, Texas, and Wyoming—which tend to have robust 

energy and natural resource industries, like North Dakota—are among the states that do not levy an 

individual income tax.  South Dakota and Wyoming also forgo a corporate income tax while Montana 

goes without a sales tax.  That North Dakota currently has a top rate of 2.9 percent, modest as it is, may 

be enough to dissuade some who would otherwise pay nothing and file no return in a state that does not 

assess an income tax. 

Although everyone puts a different emphasis on the importance various tax policies play, tax 

policies do affect how much discretionary income a business owner has to hire another employee. Tax 

policies do affect how much income an individual has to purchase a new appliance or to save for a home. 

At some point, taxes do matter, and it is that marginal impact that matters in North Dakota. 

Reducing the individual income tax would improve the state’s tax neutrality and lower barriers to 

productivity on the margin.  As workers and small business owners consider the impact of taxation on 

their next dollar of income, they implicitly consider the extensive and intensive effects of taxation--

whether to work or invest and how much to work or invest. A lower, flatter income tax rate sets 

conditions for in-migration and an increase in the labor force in North Dakota.  Reducing the top rate will 
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also impact the amount of work people choose to perform.  When workers can take more of their next 

dollar home, it will, on the margin, incentivize those already employed to work an additional term (an 

extra hour or week, or perhaps full time vs. part time).  

Income tax reduction is good for economic growth, because tax rates influence how much people 

work; and all things being equal, it makes a difference in where people choose to live.  But while 

competitive rates are an important reason for this growth, they are not the only reason. If North Dakota 

moves forward with the reforms of HB 1158, budget sustainability will continue to play an important role 

in realizing the full potential of the bill’s structural alterations. 

Policymakers in many states have contemplated the total repeal of the individual income tax, and 

while that may stimulate economic activity that does not mean it is the right or responsible decision for 

every state.  Having said that, it may end up being the right decision for North Dakota.  First, North 

Dakota does not rely on the individual income tax to the extent that some states do.  In fiscal year 2019, 

the individual income tax only generated 6.2 percent of the state’s total tax collection.4 Second, the top 

marginal rate is already low enough that eventual repeal is within sight.  The potential challenge is budget 

sustainability.   

The wrong timing or wrong combination of revenue reductions or spending restrictions could 

make service delivery especially challenging. North Dakota policymakers have wisely avoided 

inadvertently fashioning unfunded liabilities with past reforms by making incremental changes and 

assessing the sustainability of future reforms each biennium.  The current proposal comes at a time when 

many economists suggest that a recession is still possible sometime in 2023, which could pose a concern 

for many states’ budgets.  While that is not a concern to be dismissed out of hand, we find that to be less 

threatening in this case as the current bill does not include a total repeal and the state is in a healthy 

financial position with over $3.5 billion in savings and surplus expected by the end of the current budget 

biennium.5  

 
4 https://taxfoundation.org/publications/facts-and-figures Facts and Figures, Table 7. 
5 https://www.kxnet.com/news/state-news/north-dakotas-68th-legislative-assembly-kicks-off/ 

https://taxfoundation.org/publications/facts-and-figures
https://www.kxnet.com/news/state-news/north-dakotas-68th-legislative-assembly-kicks-off/
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If the intent is to eliminate or repeal the individual income tax in a future biennium, the feasibility 

of that legislation may depend on the structure put in place this year.  While the current bill exempts the 

first nearly $45,000 of taxable income for singles and nearly $75,000 for married filers, doing so may 

actually make getting to zero harder in the future.  First, the narrower the tax base, the fewer people future 

reforms directly benefit.  Additionally, if it turns out that the state becomes reliant on the revenue 

generated by the remaining income payers, it will be even harder to responsibly eliminate the tax.  The 

longer the tax is levied on a narrow base, the harder it is to generate interest in repeal.  Lastly, it is likely 

many of the skilled workers, including tradesmen and those who own trade businesses, many of those that 

this bill intends to attract, will earn more income than this legislation exempts.  In that case a nominal 

income tax liability will remain for those taxpayers this biennium.  In our view, a simpler, more neutral 

reform that would also generate the greatest possibility for future elimination of the income tax would be 

to create a truly flat tax that applies to the current base at the lowest rate that is sustainable for the state. 

Many factors influence the location decisions of individuals and families, workers and employers.  

Many aspects of these decisions, including family ties and weather, transcend government control, but the 

individual income tax is one that policymakers can affect.  A lower, flatter rate will improve the tax 

neutrality of North Dakota and is likely to yield improvements to the labor force and labor force 

participation.  

Thank you again for the opportunity to testify today.  I’m happy to answer any questions you may 

have. 
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Co111plaini11g about a 
problem wilhout proposing a 

solution is called whining. 
-Teddy Roosevelt 

March 13, 2023 

Bette B. Grande 
President & CEO 

House Bill 1158 HB 1425 - Senate Finance and Taxation Committee 

Chairman Kannianen and members of the Senate Finance and Taxation 
Committee: 

My name is Bette Grande and I am CEO of Roughrider Policy Center, 
thank you for the opportunity to speak to you about HB 1158 and 1425. 
Moving to the lowest flat tax in the country is the right move for North 
Dakota. This tax reform will benefit families and small businesses and 
will help attract and retain the workforce we need for our growing 
economy. 

I served on the Finance and Tax Committee for several sessions and 
reducing income tax rates was always a priority. Steady progress was 
made over the years. HB 1158 and 1425 is a strong commitment to the 
people of North Dakota. 

Individuals and small business owners will benefit greatly from a simpler, 
fairer, and flatter tax code. This is a move in the right direction and will 
reduce the use of income tax credits that too often amount to picking 
winners and losers. Eliminating state income tax for 60% of us and 
having a low 1.5% flat tax for the rest will help families struggling with 
inflation and help our economy. The majority of businesses in North 
Dakota are pass-through entities and HB 1158 will help small businesses 
grow and compete. 

North Dakota has a lot to offer with our quality of life, jobs, and economic 
opportunity. Our population continues to grow and as our people thrive it 
will put our state in the position to eliminate the personal income tax 
completely. 

When serving on Fin/Tax Committee we often heard about the '3-legged 
stool' but a lot of states - states we compete with for workers and 



businesses - have eliminated personal income taxes. We have a strong 
business sector and are blessed with natural resources and the tired old 
3-legged stool is holding our state back. It is time to stand on two feet 
and do what is right for the taxpayers in North Dakota by flattening and 
streamlining our tax laws. 

It is never a bad thing when people keep more of their own money. 

For Liberty, 

Roughrider Policy Center 
North Dakota's Think Tank 
https://www.roughriderpolicy.org/ 
bette@roughriderpolicy.org 



Bracket 
Level %

Single / Married 
Joint

Number of
Returns

Net Tax Liability
with original

Tax Rates and 
$350 and $700

Tax Relief Credit

Net Tax Liability
1.99% Flat Rate with

$800 and $1600
Tax Relief Credit

Taxpayer
Savings

Percentage
Of

Savings

Average 
Savings 

Per 
Return

1 1.10%   44,725      74,750 558,394 $20,301,117 $15,685,830 $4,615,287 2.8% $8
2 2.04% 108,325    180,550 248,824 $163,599,388 $140,313,858 $23,285,530 14.2% $94
3 2.27% 225,975    275,100 52,901 $101,598,530 $93,041,063 $8,557,467 5.2% $162
4 2.64% 491,350    491,350 27,090 $97,749,568 $83,189,481 $14,560,087 8.9% $537
5 2.90% 28,907 $356,568,674 $243,694,266 $112,874,408 68.9% $3,905

Total 916,116 $739,817,277 $575,924,498 $163,892,779 100.0% $179

Bracket 
Level %

Single / Married 
Joint

Number of
Returns

Net Tax Liability
with original

Tax Rates and 
$350 and $700

Tax Relief Credit

Net Tax Liability
 with

$750 and $1500
Tax Relief Credit

Taxpayer
Savings

Percentage
Of

Savings

Average 
Savings 

Per 
Return

1 1.10%   44,725      74,750 558,394 $20,301,117 $7,584,951 $12,716,166 8.9% $23
2 2.04% 108,325    180,550 248,824 $163,599,388 $69,232,813 $94,366,575 65.7% $379
3 2.27% 225,975    275,100 52,901 $101,598,530 $80,452,171 $21,146,359 14.7% $400
4 2.64% 491,350    491,350 27,090 $97,749,568 $88,216,150 $9,533,418 6.6% $352
5 2.90% 28,907 $356,568,674 $350,733,356 $5,835,318 4.1% $202

Total 916,116 $739,817,277 $596,219,441 $143,597,836 100.0% $157

Bracket 
Level %

Single / Married 
Joint

Number of
Returns

Net Tax Liability
with original

Tax Rates and 
$350 and $700

Tax Relief Credit
Net Tax Liability
1.50% Flat Rate

Taxpayer
Savings

Percentage
Of

Savings

Average 
Savings 

Per 
Return

1 1.10%   44,725      74,750 558,394 $20,301,117 $0 $20,301,117 5.8% $36
2 2.04% 108,325    180,550 248,824 $163,599,388 $92,617,096 $70,982,292 20.4% $285
3 2.27% 225,975    275,100 52,901 $101,598,530 $66,381,772 $35,216,758 10.1% $666
4 2.64% 491,350    491,350 27,090 $97,749,568 $60,258,417 $37,491,151 10.8% $1,384
5 2.90% 28,907 $356,568,674 $173,439,571 $183,129,103 52.8% $6,335

Total 916,116 $739,817,277 $392,696,856 $347,120,421 100.0% $379

Bracket 
Level %

Single / Married 
Joint

Number of
Returns

Net Tax Liability
with original

Tax Rates and 
$350 and $700

Tax Relief Credit

Net Tax Liability
 with

$750 and $1500
Tax Relief Credit

Taxpayer
Savings

Percentage
Of

Savings

Average 
Savings 

Per 
Return

1 1.10%   44,725      74,750 558,394 $20,301,117 $7,584,701 $12,716,416 6.5% $23
2 2.04% 108,325    180,550 248,824 $163,599,388 $40,188,618 $123,410,770 63.2% $496
3 2.27% 225,975    275,100 52,901 $101,598,530 $67,401,783 $34,196,747 17.5% $646
4 2.64% 491,350    491,350 27,090 $97,749,568 $82,316,131 $15,433,437 7.9% $570
5 2.90% 28,907 $356,568,674 $347,097,176 $9,471,498 4.9% $328

Total 916,116 $739,817,277 $544,588,409 $195,228,868 100.0% $213

2021 Comparison View

$1000 and $2000 Tax Relief Credit (No Rate Changes)
Comparison By Bracket Level

1.99% Flat Tax Rate with $800 and $1600 Tax Relief Credit (HB 1118)
Comparison By Bracket Level

$750 and $1500 Tax Relief Credit (original HB 1118)

0% and 1.50% Flat Tax Rate (HB 1158)
Comparison By Bracket Level

Comparison By Bracket Level
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Bracket 
Level %

Single / Married 
Joint

Number of
Returns

Net Tax Liability
with original

Tax Rates and no
Tax Relief Credit

Net Tax Liability
1.99% Flat Rate with

$800 and $1600
Tax Relief Credit

Taxpayer
Savings

Percentage
Of

Savings

Average 
Savings 

Per 
Return

1 1.10%   44,725      74,750 558,394 $104,234,938 $15,685,830 $88,549,108 23.1% $159
2 2.04% 108,325    180,550 248,824 $267,016,822 $140,313,858 $126,702,964 33.1% $509
3 2.27% 225,975    275,100 52,901 $120,131,628 $93,041,063 $27,090,565 7.1% $512
4 2.64% 491,350    491,350 27,090 $106,078,279 $83,189,481 $22,888,798 6.0% $845
5 2.90% 28,907 $361,641,189 $243,694,266 $117,946,923 30.8% $4,080

Total 916,116 $959,102,856 $575,924,498 $383,178,358 100.0% $418

Bracket 
Level %

Single / Married 
Joint

Number of
Returns

Net Tax Liability
with original

Tax Rates and no
Tax Relief Credit

Net Tax Liability
 with

$750 and $1500
Tax Relief Credit

Taxpayer
Savings

Percentage
Of

Savings

Average 
Savings 

Per 
Return

1 1.10%   44,725      74,750 558,394 $104,234,938 $7,584,951 $96,649,987 26.6% $173
2 2.04% 108,325    180,550 248,824 $267,016,822 $69,232,813 $197,784,009 54.5% $795
3 2.27% 225,975    275,100 52,901 $120,131,628 $80,452,171 $39,679,457 10.9% $750
4 2.64% 491,350    491,350 27,090 $106,078,279 $88,216,150 $17,862,129 4.9% $659
5 2.90% 28,907 $361,641,189 $350,733,356 $10,907,833 3.0% $377

Total 916,116 $959,102,856 $596,219,441 $362,883,415 100.0% $396

Bracket 
Level %

Single / Married 
Joint

Number of
Returns

Net Tax Liability
with original

Tax Rates and no
Tax Relief Credit

Net Tax Liability
1.50% Flat Rate

Taxpayer
Savings

Percentage
Of

Savings

Average 
Savings 

Per 
Return

1 1.10%   44,725      74,750 558,394 $104,234,938 $0 $104,234,938 18.4% $187
2 2.04% 108,325    180,550 248,824 $267,016,822 $92,617,096 $174,399,726 30.8% $701
3 2.27% 225,975    275,100 52,901 $120,131,628 $66,381,772 $53,749,856 9.5% $1,016
4 2.64% 491,350    491,350 27,090 $106,078,279 $60,258,417 $45,819,862 8.1% $1,691
5 2.90% 28,907 $361,641,189 $173,439,571 $188,201,618 33.2% $6,511

Total 916,116 $959,102,856 $392,696,856 $566,406,000 100.0% $618

Bracket 
Level %

Single / Married 
Joint

Number of
Returns

Net Tax Liability
with original

Tax Rates and no
Tax Relief Credit

Net Tax Liability
 with

$1000 and $2000
Tax Relief Credit

Taxpayer
Savings

Percentage
Of

Savings

Average 
Savings 

Per 
Return

1 1.10%   44,725      74,750 558,394 $104,234,938 $7,584,701 $96,650,237 23.3% $173
2 2.04% 108,325    180,550 248,824 $267,016,822 $40,188,618 $226,828,204 54.7% $912
3 2.27% 225,975    275,100 52,901 $120,131,628 $67,401,783 $52,729,845 12.7% $997
4 2.64% 491,350    491,350 27,090 $106,078,279 $82,316,131 $23,762,148 5.7% $877
5 2.90% 28,907 $361,641,189 $347,097,176 $14,544,013 3.5% $503

Total 916,116 $959,102,856 $544,588,409 $414,514,447 100.0% $452

Fiscal Note View

Comparison By Bracket Level

1.99% Flat Tax Rate with $800 and $1600 Tax Relief Credit (HB 1118)
Comparison By Bracket Level

$1000 and $2000 Tax Relief Credit (No Rate Changes)

Comparison By Bracket Level

$750 and $1500 Tax Relief Credit (original HB 1118)
Comparison By Bracket Level

0% and 1.50% Flat Tax Rate (HB 1158)
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$700,000,000 

$600,000,000 

$500,000,000 

$400,000,000 

$300,000,000 

$200,000,000 

$100,000,000 

$0 

Package Price 

Mill Buy Down 

Homestead Tax 
Income Tax 

$350 Million 

$80 Million 

$175 Million 

$605 Million 

700 & 1400 ITC 

17 Mill 

Option A 

Option A 

17 Mill 

l 

$342 Million 

$80 Million 

$204 Million 

$626 Million 

1.99% with 700 & 1400 ITC 

20Mill 

Option B 

$383 Million 

$80 Million 

$175 Million 

$638 Million 

1.99% with 800 & 1600 ITC 

17Mill 

Option C 

Mill Buy Down Homestead Tax 

Option B Option C 

20Mill 17 Mill 
700 & 1400 ITC 1.99% with 700 & 1400 ITC 1.99% with 800 & 1600 ITC 

$605 Million $626 Million $638 Million 

$175 Million $204 Million $175 Mil lion 

$80 Million $80 Million $80 Million 
$350 Million $342 Million $383 Million 

$375 Million 

$80 Million 

$175 Million 

$630 Million 

0% and 2.15% 

17 Mill 

Option D 

Income Tax 

Option D 

17 Mill 

0% and 2.15% 

$630 Million 

$175 Million 

$80 Million 

$375 Million 

$345 Million 

$80 Million 

$175 Million 

$600 Million 

0% and 2.25% 

17 Mill 

Option E 

Option E 

17Mill 

0% and 2.25% 

$600 Million 

$175 Million 

$80 Million 

$345 Million 

$306 Million 

$80 Million 

$204 Million 

$590 Million 

30% Bracket Reduction 

20 Mill 

Option F 

Option F 

20Mill 

30% Bracket Reduction 

$590 Million 

$204 Million 

$80 Million 

$306 Million 

3/ 20/ 2023 



Bracket 

Level 

1 
2 

3 

4 
5 

Total 

Option A 

Individual Income Tax Plan Comparisons 

Fiscal Note Projection (without 2021 HB 1515) 

Bracket Overview 

Bracket 
Single 

Married Number of 

Level 
Tax Rate 

Joint Returns 

1 1.10% $44,725 $74,750 558,394 

2 2.04% $108,325 $180,500 248,824 

3 2.27% $225,975 $275,100 52,901 

4 2.64% $491,350 $491,350 27,090 

5 2.90% 28,907 

Total 916,116 

Option D 

$700 and $1400 Tax Relief Credit 0% First Bracket - 2.15% Flat Rate (No Credits) 

Taxpayer % Savings/ Bracket Taxpayer % Savings/ 

Savings Savings Return Level Savings Savings Return 

$96,649,737 27.6% $173 1 $104,234,938 27.8% $187 

$189,542,349 54.1% $762 2 $131,765,228 35.2% $530 

$37,061,709 10.6% $701 3 $23,663,058 6.3% $447 

$16,677,707 4.8% $616 4 $18,115,448 4.8% $669 

$10,181,483 2.9% $352 5 $96,684,926 25.8% $3,345 

$350,112,985 100.0% $382 Total $374,463,598 100.0% $409 

Option B Option E 

1.99% Flat Tax Rate with $700 and $1400 Credit 0% First Bracket - 2.25% Flat Rate (No Credits) 

Bracket Taxpayer % Savings/ Bracket Taxpayer % Savings/ 

Level Savings Savings Return Level Savings Savings Return 

1 $85,167,484 24.9% $153 1 $104,234,938 30.3% $187 

2 $97,893,341 28.6% $393 2 $125,180,938 36.3% $503 

3 $21,802,249 6.4% $412 3 $19,002,688 5.5% $359 

4 $20,534,644 6.0% $758 4 $13,801,653 4.0% $509 

5 $116,524,631 34.1% $4,031 5 $82,291,974 23.9% $2,847 

Total $341,922,349 100.0% $373 Total $344,512,191 100.0% $376 

Option C Option F 

1.99% Flat Tax Rate with $800 and $1600 Credit 30% Rate Reduction (No Credits) 

Bracket Taxpayer % Savings/ Bracket Taxpayer % Savings/ 

Level Savings Savings Return Level Savings Savings Return 

1 $88,549,108 23.1% $159 1 $31,407,291 10.3% $56 

2 $126,702,964 33.1% $509 2 $82,075,262 26.8% $330 

3 $27,090,565 7.1% $512 3 $37,059,140 12.1% $701 

4 $22,888,798 6.0% $845 4 $33,086,213 10.8% $1,221 

5 $117,946,923 30.8% $4,080 5 $122,199,802 40.0% $4,227 

Total $383,178,358 100.0% $418 Total $305,827,708 100.0% $334 
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Option A 

Individual Income Tax Plan Comparisons 

Fiscal Note Projection (with 2021 HB 1515) 

Bracket Overview 

Bracket Married Number of 

Level 
Tax Rate Single 

Joint Returns 

1 1.10% $44,725 $74,750 558,394 

2 2.04% $108,325 $180,500 248,824 

3 2.27% $225,975 $275,100 52,901 

4 2.64% $491,350 $491,350 27,090 

5 2.90% 28,907 

Total 916,116 

Option D 

$700 and $1400 Tax Relief Credit 0% First Bracket - 2.15% Flat Rate (No Credits) 

Bracket Taxpayer % Savings/ Bracket Taxpayer % Savings/ 

Level Savings Savings Return Level Savings Savings Ret urn 

1 $5,612,771 4.5% $10 1 $13,197,972 8.9% $24 

2 $85,910,244 69.6% $345 2 $28,133,123 19.0% $113 

3 $18,469,835 15.0% $349 3 $5,071,184 3.4% $96 

4 $8,320,882 6.7% $307 4 $9,758,623 6.6% $360 

5 $5,088,660 4.1% $176 5 $91,592,103 62.0% $3,169 

Total $123,402,392 100.0% $135 Total $147,753,005 100.0% $161 

Option B Option E 

1.99% Flat Tax Rate with $700 and $1400 Credit 0% First Bracket - 2.25% Flat Rate (No New Credits) 

Bracket Taxpayer % Savings/ Bracket Taxpayer % Savings/ 

Level Savings Savings Return Level Savings Savings Return 

1 -$5,869,482 -5.1% -$11 1 $13,197,972 11.2% $24 

2 -$5,738, 764 -5.0% -$23 2 $21,548,833 18.3% $84 

3 $3,210,375 2.8% $61 3 $410,814 0.3% $8 

4 $12,177,819 10.6% $450 4 $5,444,828 4.6% $201 

5 $111,431,808 96.7% $3,855 5 $77,199,151 65.5% $2,671 

Total $115,211,756 100.0% $126 Total $117,801,598 100.0% $129 

Option C Option F 

1.99% Flat Tax Rate with $800 and $1600 Credit 30% Rate Reduction (No Credits) 

Bracket Taxpayer % Savings/ Bracket Taxpayer % Savings/ 

Level Savings Savings Return Level Savings Savings Return 

1 -$2,487,858 -1.6% -$4 1 -$59,629,675 -75.4% -$107 

2 $23,070,859 14.7% $93 2 -$21,556,843 -27.2% -$87 

3 $8,498,691 5.4% $161 3 $18,467,266 23.3% $349 

4 $14,531,973 9.3% $536 4 $24,729,388 31.3% $913 

5 $112,854,100 72.1% $3,904 5 $117,106,979 148.0% $4,051 

Total $156,467,765 100.0% $171 Total $79,117,115 100.0% $86 
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Individual Income Tax Plan Scenarios 
(As requested by Senate Finance and Tax Committee -

Used in conjunction with mill buydown and homestead tax credit expansion) 

• $700 and $1,400 Income tax credit (ITC) 
Option A 

• Same principle as 2021 Special Session HB 1515 
$350 Million 

• Sunsets after tax years 2023 and 2024 

• Only resident filers are eligible to receive the ITC 

• 1.99% Flat tax rate -Across all brackets (1 through 5) 
Option B 

• $700 and $1,400 Income tax credit 
$342 Million 

• Only resident fi lers are eligible to receive the ITC 

• 1.99% Flat tax rate -Across all brackets (1 through 5) 
Option C 

$383 Million • $700 and $1,400 Income tax credit 

• Only resident filers are eligible to receive the ITC 

• First bracket is 0% 
Option D 

2.15% Flat tax for remaining tax brackets (2 through 5) 
$375 Million • 

• No Income tax credit 

• First bracket is 0% 
Option E 

2.25% Flat tax for remaining tax brackets (2 through 5) 
$345 Million • 

• No income tax credit 

Option F • 30% Rate reduction across all brackets (1 through 5) 
$306 Million • No income tax credit 
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School Mill Buydown and Homestead Tax Credit Bill Proposals 
(Used in conjunction with individual income tax plan scenarios) 

SB 2136 Relating to Homestead Credit 

• The current income bracket formula is eliminated - applicants with less than $100,000 in 
income qualify. 

• Eliminates $500,000 asset limit. 

• By February first of a current taxable year, the person is eligible for the full 

exemption. 

• After February first of a current taxable year and no later than November fifth, the 

person is eligible to receive a pro-rated portion of the exemption - changes local 

authority's ability to prorate exemptions from discretionary to required. 

• Maximum reduction increases from $5,000 to $9,000 of taxable value. 

o Note: A $200,000 home is equal to $9,000 in taxable value. 

SB 2066 School Mill Buy-Down 

• Lowers the school mill levy portion paid by property owners. 

• Includes a state funded portion. 

• Covers commercial, residential, agricultural, and centrally assessed properties. 

• Residential Taxpayer Impact: 

o $300,000 home x 50% = $150,000 x 9% = 13,500 taxable value x 30 mills= an estimated 
$405 reduction on their tax statement. 

o $300,000 home x 50% = $150,000 x 9% = 13,500 x 20 mills= an estimated $270 

reduction on their tax statement. 

o $300,000 home x 50% = $150,000 x 9% = 13,500 x 17 mills= an estimated $230 

reduction on their tax statement. 

o $250,000 home x 50% = $125,000 x 9% = 11,250 taxable value x 30 mills= an estimated 
$338 reduction on their tax statement. 

o $250,000 home x 50% = $125,000 x 9% = 11,250 x 20 mills= an estimated $226 

reduction on their tax statement. 

o $250,000 home x 50% = $125,000 x .9% = 11,250 x 17 mills= an estimated $191 

reduction on their tax statement. 
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House Bill 1158 

ND State Senate 

Sub: Testimony in support of HB 1158 

Date 3/20/2023 

My Name is Y. A., shortening it for a reason. I’m a Ph.D. in Electrical Engineering and a Sr Electrical Engineer 

with Excel Energy in Renewable Energy. I’m also a US Army ROTC Cadet in the US Army Corps of Engineers. 

My testimony is for HB 1158 since it’s the main reason I recently moved from MN to ND state and became 

an ND resident.  

I want to highlight a couple points why I’m supporting this bill: 

• Even though I support the 80 million for the senior’s property tax relief, I’m not in favor of the

property tax for the public at the expense of the income tax relief. The reasons are

o First not all ND residents own a house, almost half of the ND residents who are renting

houses/apartments will see no impact at all, and that’s unfair to them.

o The more income relief we ND residents will have, the easier we can save up and pay the

property taxes we owe.

o The property tax relief does not and will not help in solving the problem of filling in job

vacancies. Let’s be clear on this, ND’s cold weather is not tempting for a lot of people to

move to the state, but low-income tax will be a factor in making this decision.

• The senate committee is not considering the extra income that the ND government will earn from

the people moving to the state especially from MN since there is a reciprocity deal between the

two states.

o I work two full-time jobs, and I get paid more than any ND state senator, representative,

or even the Governor.

o With the 1.5% tax burden, I will still be liable to pay about $6000 a year.

o That’s more than X6 average ND residents’ taxpayers.

o Once the bill becomes law, more people will follow suit.

With this, I would add my voice to the ND State Governor, Rep Headland, and the ND House in supporting 

this bill.  

#25912
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23.0351.02000 

Sixty-eighth 
Legislative Assembly 
ofNorth Dakota 

PROPOSED AMENDMENT TO HOUSE BILL NO. 1158 

Introduced by (INCLUDES SB 2066) 

Representatives Headland, Bosch, Dockter, Grueneich, Hagert, Heinert 

Senators Axtman, Conley, Kannianen, Meyer, K. Roers, Wanzek 

' A BILL for an Act to amend and reenact 57-15-01.1, subsection I of section 57-15-14, section 57-15-

14.2, and subdivision c of subsection 1 of section 57-20-07.1, 57-38-30.3 of the North Dakota Century 
Code, relating to the determination of state aid payments, information displayed on property tax 

statements, school district levy authority, and a credit against payments in lieu of taxes paid by centrally 
assessed companies, the imposition of a flat income tax rate of one and one-half percent for individuals 

estates, and trusts; and to provide an effective date. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Section 57-15-01 of the North Dakota Century Code is 

amended and reenacted as follows: 

57-15-01. Levy in specific amounts - Exceptions. 

With the exception of special assessment taxes and such general taxes as may be definitely fixed 

by law, all state, county, city, township, school district, and park district taxes must be levied or voted in 

specific amounts of money. For purposes of communicating with the public and comparing the amount 

levied in the cu1Tent taxable year to the amount levied in the preceding taxable year, taxing districts shall 

express levies in terms of dollars rather than mills. 

SECTION 2. AMENDMENT. Section 57-15-01.1 of the North Dakota Century Code is 

amended and reenacted as follows: 

57-15-01.1. Protection of taxpayers and taxing districts. 

Each taxing district may levy the lesser of the amount in dollars as ce11ified in the budget of the 
governing body, or the amount in dollars as allowed in this section, subject to the fo llowing: 

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

section. 

2. For purposes of this section: 
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a. "Base year" means the taxing district's taxable year with the highest amount levied in 

dollars in property taxes of the three taxable years immediately preceding the budget 

year; 

b. "Budget year" means the taxing district's year for which the levy is being determined 

under this section; 

c. "Calculated mill rate" means the mill rate that results from dividing the base year 

taxes levied by the sum of the taxable value of the taxable property in the base year 

plus the taxable value of the property exempt by local discretion or charitable status, 

calculated in the same manner as the taxable property; and 

d. "Prope1ty exempt by local discretion or charitable status" means property exempted 

from taxation as new or expanding businesses under chapter 40-57.1; improvements 

to property under chapter 57-02.2; or buildings belonging to institutions of public 

charity, new single-family residential or townhouse or condominium property, 

property used for early childhood services, or pollution abatement improvements 

under section 57-02-08; and 

e. "Taxing district" means any political subdivision, other than a school district, 

empowered by law to levy taxes. 

3. A taxing district may elect to levy the amount levied in dollars in the base year. Any levy 

under this section must be specifically approved by a resolution approved by the governing 

body of the taxing district. Before detennining the levy limitation under this section, the 

dollar amount levied in the base year must be: 

a. Reduced by an amount equal to the sum determined by application of the base year's 

calculated mill rate for that taxing district to the final base year taxable valuation of 

any taxable property and property exempt by local discretion or charitable status 

which is not included in the taxing district for the budget year but was included in the 

taxing district for the base year. 

b. Increased by an amount equal to the sum dete1mined by the application of the base 

year's calculated mill rate for that taxing district to the final budget year taxable 

valuation of any taxable propetty or property exempt by local discretion or charitable 

status which was not included in the taxing district for the base year but which is 

included in the taxing district for the budget year. 

e-:- Reduced to reflect expired temporary mill levy increases authorized by the electors of 

the taxing district. For purposes of this subdivisioR, aA expired tempora-F)' mill levy 

iAerease does Rot iAelude a sehool distriet geAeral fimd mill rate e1weeding one 
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hundred ten mills ,.,,·hich has expired or has not reeeived approval of eleetors for an 

e>ttension under subseetion 2 ofseetion 57 64 03. 

d. Redueed by the amount of state aid under ehapter 15 .1 27, whieh is deterffiieed by 

multiplying the b1:1dget year ta>,able val1:1ation of the sehool distriet by the lesser of 

the base year mill rate of the sehool distriet min1:1s si>,ty mills or fifty mills, if the base 

year is a taxable year before 2013. 

4. In addition to any other levy limitation factor under this section, a taxing district may increase 

its levy in dollars to reflect new or increased mill levies authorized by the legislative 

assembly or authorized by the electors of the taxing district. 

5. Under this section a taxing district may supersede any applicable mill levy limitations 

otherwise provided by law, or a taxing district may levy up to the mill levy limitations 

otherwise provided by law without reference to this section, but the provisions of this section 

do not apply to the following: 

a. Any irrepealable tax to pay bonded indebtedness levied pursuant to section 16 of 

article X of the Constitution of North Dakota. 

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

the Constitution ofN01ih Dakota. 

6. A sehool district ehoosing to determiee its levy a1:1thority under this seetios may apply 

subseetios 3 only to the arno1:1nt in dollars le·,ried for general fusd pl:lfj)oses under seetion 57 

15 14 or, if the levy in the base year ineluded separate general fund and speeial fund levies 

1:1nder seetions 57 15 14 and 57 15 14 .2, the sehool distriet may apply s1:1bseetion 3 to the 

total amount levied ie dollars in the base year for both the geeera.l fund and special fund 

aeeo1:1nts. School distriet levies 1:1nder any seetion other than seetion 57 15 14 may be made 

\vithin applieable limitations b1:1t those levies are not s1:1bjeet to s1:1bseetion 3. 

7. Optional levies under this section may be used by any city or county that has adopted a home 

rule charter unless the provisions of the charter supersede state laws related to prope1iy tax 

levy limitations. 

SECTION 3. AMENDMENT. Subsection I of section 57-15-14 of the North Dakota Century 

Code is amended and reenacted as follows: 

I. Unless authorized by the electors of the school district in accordance with this section, a 

school district may not impose greater levies than those pennitted under section 57-15-14.2. 

a. In any school district having a total population in excess of four thousand according 

to the last federal decennial census there may be levied any specific number of mills 

that upon resolution of the school board has been submitted to and approved by a 
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majority of the qualified electors voting upon the question at any regular or special 

school district election. 

b. In any school district having a total population of fewer than four thousand, there 

may be levied any specific number of mills that upon resolution of the school board 

has been approved by fifty-five percent of the qualified electors voting upon the 

question at any regular or special school election. 

c. After June 30, 2009, in any school district election for approval by electors of 

increased levy authority under subsection 1 or 2, the ballot must specify the number 

of mills proposed for approval, and the number of taxable years for which that 

approval is to apply. After June 30, 2009, approval by electors of increased levy 

authority under subsection 1 or 2 may not be effective for more than ten taxable 

years. 

d. The authority for a levy of up to a specific number of mills under this section 

approved by e lectors of a school district before July 1, 2009, is te1minated effective 

for taxable years after 2015. If the electors of a school district subject to this 

subsection have not approved a levy for taxable years after 2015 ofup to a specific 

number of mills under this section by December 31, 2015, the school district levy 

limitation for subsequent years is subject to the limitations under seotioR 57 15 01.1 

er-this section. 

e. For taxable years beginning after 2012: 

1) The authority for a levy of up to a specific number of mills, approved by 

electors of a school district for any period of time that includes a taxable 

year before 2009, must be reduced by one hundred fifteen mills as a 

precondition ofreceiving state aid in accordance with chapter 15.1-27. 

2) The authority for a levy of up to a specific number of mills, approved by 

electors of a school district for any period of time that does not include a 

taxable year before 2009, must be reduced by forty mills as a precondition 

of receiving state aid in accordance with chapter 15.1-27. 

3) The authority for a levy of up to a specific number of mills, placed on the 

ballot in a school district election for electoral approval of increased levy 

authority under subdivision a orb, after June 30, ~2022, must be stated 

as a specific number of mills of general fund levy authority and must 

include a statement that the statuto1y school district general fund levy 

limitation is se:ventyfifiy_mills on the dollar of the taxable valuation of 
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residential, agricultural, and commercial property in the school district and 

seventy mills on the dollar of taxable valuation of centrally assessed 

property in the school district. 

f. The authority for an unlimited levy approved by electors of a school district before 

July I, 2009, is terminated effective for taxable years after 2015. If the electors of a 

school district subject to this subsection have not approved a levy of up to a specific 

number of mills under this section by December 31, 2015, the school district levy 

limitation for subsequent years is subject to the limitations under section 57-15-01.1 

or this section. 

SECTION 4. AMENDMENT. Section 57-15-14.2 of the North Dakota Century Code is 

amended and reenacted as follows: 

57-15-14.2. School district levies. (Effeeth<e fer taxable years tbraugb Deeember 31, 2024) 

1. The board of a school district may le,,,y a tax not exceeding the amount in dollars that the 

school district le,,,ied for the prior year, plus t\veh•e percent and the dollar amount of tile 

adjustment required in section 15. l 27 04 .3 , up to a levy of se>,•enty mills on the taxable 

valuation ofth.e district, for a-ny purpose related to the provision of educational services. Tho 

proceeds of this le¥y must be deposited into the school district's general fund and used in 

accordance with this subsection. Th.e proceeds may not be tra1tsferred into any other fund. 

2. The board of a school district may lo','Y no more th.an t\¥oi'le mills on th.o ta1,ablo ah:1ation of 

tho district, for .miscellaneous purposes and expenses. The proceeds of th.is leYy must be 

deposited into a special fund !mown as the miscellaneous fund and 1:1sed in accordance with 

iliis s1:1bsection. Tho proceeds may not be transferred into any oilier fund. 

3. Th.e board of a school district may ie't')' no more th.an th.roe mills on the trucable valuation of 

th.e district for deposit into a special reserve fund, in accordance with chapter 57 19. 

4. Tho board of a sch.ool district may lo',ry no more than the number of mills necessary, on the 

trumble ,,aluation of the district, for the payment of tuition, iA accordance wiili section 15 .1 

29 15. The proceeds of this levy must be deposited into a special fund kflo,,.,,n as the tuition 

fund and used in accordance with. this subsection. Th.e proceeds may not be transferred into 

any other fund. 

5. The board ofa school district may levy no more than five mills on the taxable valuation of 

tho district, pursuant to section 57 15 15.l, for purposes ofde•,eloping a school safety plan in 

accordance wiili section 15 .1 09 60. Th.e proceeds of this levy 1Hust be deposited into a 

special fund known as ilie school safety plan fund and used in accordance with. this 

subsection. 
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e. Nothing in this section limits the board of a school district from le¥)'ing: 

a. Millsforabuildingfund, aspe1mittedinsections 15.109 49and57 15 16;and 

b. Mills necessary to pay principal aad interest on the bonded debt of the district, 

including the mills necessa1y to pa)' principal and interest on any bonded debt 

incurred under section 57 15 17.l before July l, 2013. 

Sehaal distFiet levies. (Effeeti.,,e fuF toxohle yeoFs llegienieg ofteF DeeemlleF 31, 2024) 

1. a. The board of a school district may levy a tax not e~lceedingfor the school district's local 

contribution to the costs of education which may not exceed the amount in dollars that the school 

district levied for the prior year, plus twelve percent, up towould be generated by a levy of 

seventy: 

1) Forty mills on the taxable valuation of residential, agricultural, and commercial prope1ty 

in the district, for any purpose related to the provision of educational services. For 

purposes of this paragraph, "taxable valuation" means. for taxable year 2023, the 2022 

taxable valuation of the school district, and for taxable year 2024 and each year 

thereafter, the 2022 taxable valuation increased by five percent per year, or the actual 

increase in taxable valuation, as compared to the previous year's taxable valuation 

calculat ion, whichever is less, beginning with taxable year 2024 and each year thereafter. 

2) Sixty mills on the taxable valuation of centrally assessed property in the district. 

b. The proceeds of this levy must be deposited into the school district's general fund and may be 

used in accordance with this subsectionfor any purposes related to the provision of 

educational services. The proceeds may not be transferred into any other fund. 

2. The board of a school district may levy no more than ten mills on the taxable valuation of the 

district, for any purpose related to the provision of educational services. The proceeds of this levy 

must be deposited into the school district's general fund and used in accordance with this 

subsection. The proceeds may not be transferred into any other fund. 

3. The board of a school district may levy no more than twelve mills on the taxable valuation of the 

district, for miscellaneous purposes and expenses. The proceeds of this levy must be deposited 

into a special fund known as the miscellaneous fund and used in accordance with this subsection. 

The proceeds may not be transferred into any other fund. 

4. The board of a school district may levy no more than three mills on the taxable valuation of the 

district for deposit into a special reserve fund, in accordance with chapter 57-19. 

5. The board of a school district may levy no more than the number of mills necessary, on the 

taxable valuation of the district, for the payment of tuition, in accordance with section 15 .1-29- 15. 
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The proceeds of this levy must be deposited into a special fund known as the tuition fund and 

used in accordance with this subsection. The proceeds may not be transferred into any other fund . 

6. The board of a school district may levy no more than five mills on the taxable valuation of the 

district, pursuant to section 57-15-1 5 .1, for purposes of developing a school safety plan in 

accordance with section 15.1-09-60. The proceeds of this levy must be deposited into a special 

fund known as the school safety plan fund and used in accordance with this subsection. 

7. Nothing in this section limits the board of a school district from levying: 

a. Mills for a building fund, as pe1mitted in sections 15.1-09-49 and 57-15-16; and 

b. MiUs necessary to pay principal and interest on the bonded debt of the district, 

including the mills necessary to pay principal and interest on any bonded debt 

incurred under section 57-15-17.1 before July I, 2013. 

SECTION 5. AMENDMENT. Subdivision c of subsection l of section 57-20-07.1 of the North 

Dakota Century Code is amended and reenacted as follows: 

c. ProYideFor tax statements to be mailed to an owner of a residential, agricultural, or commercial 

parcel of land, provide information identifying the property tax savings provided by the state of 

No1th Dakota. The tax statement must include a line item that is entitled "legislative tax relief' 

and identifies the dollar amount of property tax savings realized by the taxpayer under chapter 

50-34 for taxable years before 2019, chapter 50-3 5 for taxable years after 2018, and chapter 15 .1 

27. 

(1) For purposes of this subdivision, legislative tax relief under chapter 15.1-27 is determined by 

multiplying the taxable value for the taxable year for each parcel shown on the tax statement by 

the number of mills of mill levy reduction grant under chapter 57-64 for the 2012 taxable year 

ph:1s the Rumber of mills determiRed by subtraetiRg from the 2012 taxable year mill rate of the 

sehool distriet in whieh the pareel is loeated the lesser of: 

(a)-F-tftySeventy mills; or 

(b) The 2012 taxable year mill rate of the school district minus 5-ffityforty mills. 

(2) Legislative tax relief under chapter 50-35 is determined by multiplying the taxable value for 

the taxable year for each parcel shown on the tax statement by the number of mills ofrelief 

determined by dividing the amount calculated in subsection I of section 50-35-03 for a human 

service zone by the taxable value of taxable property in the zone for the taxable year. 

SECTION 6. AMENDMENT. Subsection 1 of the section 57-38-30.3 of the North Dakota Century 

Code is amended and reenacted as follows: 

1. A tax is hereby imposed for each taxable year upon income earned or received in that taxable 

year by every resident and nonresident individual, estate, and trust. A taxpayer computing the 
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tax under this section is only e ligible 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 applieable rate sehed1:1le in subdivisions a through d 

corresponding to an individual's filing status used for federal income tax purpose. Fef:The tax 

for an estate or trust, the sehed1:1le is equal to North Dakota taxable income multiplied by the 

rate in subdivis ion e must be used for purposes of this subseetioA. The tax to be computed 

for: 

a. Single, other than head of the household or surviving spett5equalifying widow or 

widower is one and one halftwo and one-quarter percent of North Dakota taxable 

income exceeding forty-four thousand seven hundred twenty-five dollars. 

If North Dakota taxable income is: 

Gvei= Not 01t'er The ta>( is equal to Of amouRt oYer 

$G $37,450 1.10% $0 

$37,450 $90,750 $411.95 -4= 2.04% $37,450 

$90,750 $189,300 $1,499.27 =I- 2.27% $90,750 

$189,300 $411,500 $3,736.36 =1= 2.64% $189,300 

$411,500 $9,602.44 • 2.90% $411,500 

b. Man·ied filing jointly and surYi1t'iRg spo1:1sequalifying widow or widower is one and 

one halftwo and one-quarter percent of North Dakota taxable income exceeding 

seventy-four thousand seven hundred fifty dollars. 

If North Dakota ta)(able ineome is: 

Gvei= :P.fot o:ver The ta>( is equal to Of amount OYer 

$G $62,600 H-0¼ $G 

$62,600 $151,200 $688.60 =1= 2.04% $62,600 

$151,200 $230,450 $2,496.04 =I= 2.64% $151,200 

$230,450 $411,500 $4,295.02 4- 2.64% $230,450 

$411,500 $9,074.74 -4= 2.90% $411,500 

c. Married filing separately is one and oRe halftwo and one-quarter percent of No 1th 

Dakota taxable income exceeding thirty-seven thousand three hundred seventy-five 

dollars. 
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ffNorth Dakota tru,able income is: 

G¥ef Not over The tru, is eq1:1al to Of amo1:1Rt over 

$0 $31,300 1-:-l-O¼ $G 

$31,300 $75,600 $3 4 4 .30 =1= 2.04% $31,300 

$75,600 $115,225 $1,248.02 =1= 2.27% $75,600 

$115,225 $205,750 $2,147.51 =I= 2.64% $115,225 

$205,750 $4,537.37 =I= 2.90% $205,750 

d. Head of household is 01~e aAd oAe halftwo and one-quarter percent of North Dakota 

taxable income exceeding fifty-nine thousand nine hundred fifty dollars. 

IO-forth Dakota tax.able iRcome is: 

G¥ef Not over The tru, is eq1:1al to Of amo1:1nt over 

$0 $50,200 -h-1-0¼ $G 

$50,200 $129,600 $552.20 =I= 2.04% $50,200 

$129,600 $209,850 $2,171.96 =1= 2.47% $129,600 

$209,850 $411,500 $3,993 .64 =1= 2.64% $209,850 

$411,500 $9,317.20 =1= 2.9% $4 ll,500 

e. Estates and trusts is one aAd one hal ftwo and one-qua1ter percent of North Dakota 

taxable income exceeding three thousand dollars. 

lf"North Dakota trurnble iRcome is: 

G¥ef Not over The tru, is eq1:1al to Of amo1:1nt over 

$0 $2,500 -h-1-0¼ $G 

$2,.WO $5,900 $27.50 =1= 2.04% 2,500 

~ $9;%0 $96.86 =1= 2.27% $5,900 

$9;%0 $12,300 $168.37 =1= 2.64% $9;%0 

$12,300 $254.17 =1= 2.905 $12,300 

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 otherwise computed under this 

subsection multiplied by a fraction in which: 

1) The numerator is the federal adjusted gross income a llocable 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 . 
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In the case of manied 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 schedulesrates that apply in lieu of the 

schedulesrates set forth in subdivisions a through e. The new schedulesrates must be 

detennined by increasing the miaimum and maximumNorth Dakota taxable income 

threshold dollar amounts for each income bracket for 1Nhich a ta1, is imposed by the 

cost-of-living adjustment for the taxable year as determined by the secretaiy of the 

United States treasmy for purposes of section l(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 saine 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 7. EFFECTIVE DATE. Sections 2, 3, 4, and 6 of this Act are effective for taxable 

years beginning after December 31, 2022. 

10 
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23.035 I .02000 

Sixty-eighth 
Legislative Assembly PROPOSED AMENDMENT TO HOUSE BILL NO. 1158 

of North Dakota 

Introduced by (INCLUDES SB 2136 HOMESTEAD CREDIT) 

Representatives Headland, Bosch, Dockter, Grueneich, Hagert, Reinert 

Senators Axtman, Conley, Kannianen, Meyer, K. Roers, Wanzek 

A BILL for an Act to amend and reenact subsection 1 of section 57-02-081 of the North Dakota Century 

Code, relating to the homestead tax credit; to provide an appropriation: and to provide an effective date: 

57-38-30.3 of the North Dakota Century Code, relating to the imposition of a flat income tax rate of one 

and one-half percent for individuals, estates, and trusts; and to provide an effective date. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Subsection I of section 57-02-08. l of the North Dakota Century 

Code is amended and reenacted as follows: 

1. a. Any person sixty-five years of age or older pennanently and totally disabled, in the year in 

which the tax was levied, with an income that does not exceed the limitations of subdivisions c is 

entitled to receive a reduction in the assessment on the taxable value on the person's homestead. 

An exemption under this subsection applies regardless of whether the person is head of a family. 

b. The exemption under this subsection continues to apply if the person does not reside int eh 

homestead and the person's absence is due to confinement in a nursing home, hospital, or other 

care faci lity, for as long as the portion of the homestead previously occupied by the person is not 

rented to another person. 

c. The exemption must be determined according to the following schedule: 

(1) If the person 's income is not in excess of fifty thousand dollars, the exemption must 

be determined as a reduction of one hundred percent of the taxable valuation of the person's 

homestead up to a maximum reduction of nine thousand dollars of taxable valuation. 

(2) If the person's income is in excess fifty thousand dollars and not in excess ofseventy

five thousand dollars, a reduction of fifty percent of the taxable valuation of the person's 

homestead up to a maximum reduction of nine thousand dollars of taxable valuation. 
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d. Persons residing together, as spouses or when one or more is a dependent of another, are 

entitled to only one exemption between or among them under this subsection. Persons residing 

together, who are not spoused or dependents, who are co-owners of the property are each entitled 

to a percentage of a full exemption under this subsection equal to their ownership interests in the 

property. 

e. This subsection does not reduce the liability of any person for special assessments levied upon 

any property. 

f. Any person claiming the exemption under this subsection shall sign a verified statement of facts 

establishing the person's eligibility. Any income information contained in the statement of facts is 

a confidential record. 

g. The assessor shall attach the statement fi led under subdivision f to the assessment sheet and 

shall show the reduction on the assessment sheet. 

h. An exemption under this subsection terminates at the end of the taxable year of the death of the 

applicant. 

i. A person who is eligible for an exemption under this subsection is eligible to receive a full or 

partial exemption under this subsection based on the date of submission of the verified statement 

of facts required under subdivision f. If the person submits the verified statement of facts: 

(1) By February first of the current taxable year, the person is eligible for the full 

exemption under this subsection. 

(2) After February first of the current taxable year and no later than November fifth of the 

current taxable year, the person is eligible to receive a pro rata share of the exemption under this 

subsection. To claim a pro rata share of the exemption under this subsection, the person shall 

submit verified statement of facts by the fifth day of the month preceding the first full month of 

the prorated exemption. The tax commissioner shall calculate the pro rata share of the exemption 

based on the number of months remaining in the taxable year, beginning the month after the 

verified statement of facts is timely submitted. 

SECTION 2. APPROPRIATION - STRATEGIC INVESTMENT AND IMPROVEMENTS 

FUND - HOMESTEAD TAX CREDIT PROGRAM. There is appropriated out of any moneys in the 

strategic investment and improvements fund in the state treasury, not otherwise appropriated, the sum of 

$80,000,000, or so much of the sum as may be necessary, to the tax commissioner for the purpose of 

paying the state reimbursement under the homestead tax credit, for the biennium beginning July 1, 2023, 

and ending June 30, 2025. 
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SECTION 3. AMENDMENT. Subsection 1 of the section 57-38-30.3 of the North Dakota Century Code 

is amended and reenacted as follows: 

1. A tax is hereby imposed for each taxable year upon income earned or received in that taxable 

year by every resident and nonresident individual, estate, and trust. 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 applieable rate sehed1:1le in subdivisions a through d 

corresponding to an individual's fi ling status used for federal income tax purpose. Fef:The tax 

for an estate or trust, the sehed1:1le is equal to No1th Dakota taxable income multiplied by the 

rate in subdivision e m1:1st be 1:1sed for p1:11:poses of this s1:1bseetiott. The tax to be computed 

for: 

a. Single, other than head of the household or surviving spo1:1segualifying widow or 

widower is one and one-half percent of North Dakota taxable income exceeding 

forty-four thousand seven hundred twenty-five dollars. 

If North Dakota taxable income is: 

G¥er 1-fot oYer The ta>c is eq1:1al to Of amo1:1ttt over 

$0 $37,450 1.10% $0 

$37,450 $90,750 $411.95 -t 2.04% $37,450 

$90,750 $189,300 $1 ,499.27 -t 2.27% $90,750 

$189,300 $411,500 $3,736.36 -t 2.64% $189,300 

$411,500 $9,602.44 -t 2.90% $411,500 

b. Married filing jointly and s1:1rvivittg spo1:1segualifying widow or widower is one and 

one-half percent of North Dakota taxable income exceeding seventy-four thousand 

seven hundred fifty dollars. 

If North Dakota ta>rnble itteome is: 

G¥er Not over The ta>c is eq1:1al to Qf amouttt o,•er 

$0 $62,600 -hW¼ $0 

$62,600 $151,200 $688.60 -t 2.04% $62,600 

$151,200 $230,450 $2,496.04 -t 2.64% $151,200 

$230,450 $411,500 $4,295.02 -t 2.64% $230,450 
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$411,500 $9,074 .74 + 2.90% $411,500 

c. Married filing separately is one and one-half percent of North Dakota taxable income 

exceeding thirty-seven thousand three hundred seventy-five dollars. 

If North Dakota taxable iRoome is: 

G¥ef Not o, 'er The tax is eq1:1al to Of amo1:1nt o¥er 

$0$31,300 h-1-0¾ $0 

$3 1,300 $75,600 $344.30 -t 2.04% $31,300 

$75,600 $115,225 $1,248.02 + 2.27% $75,600 

$ 115,225 $205,750 $2,147.5 1 + 2.64% $115,225 

$205,750 $4,537.37 • 2.90% $205,'.750 

d. Head of household is one and one-half percent of North Dakota taxable income 

exceeding fifty-nine thousand nine hundred fifty dollars. 

If North Dakota taxable iRoome is: 

G¥ef }),fot OYer The t!H( is eq1:1al to Of amo1:1Rt O't'er 

$0 $50,200 h-1-0¾ $0 

$50,200 $129,600 $552.20 + 2.04% $50,200 

$129,600 $209,850 $2,171.96 + 2.47% $129,600 

$209,850 $4 11 ,500 $3,993.64 • 2.64% $209,850 

$411 ,500 $9,317.20 + 2.9% $4 ll ,500 

e. Estates and trusts is one and one-half percent of North Dakota taxable income 

exceeding three thousand dollars. 

IHforth Dakota taxable iRoome is: 

G¥ef Not o¥er The tax is eq1:1al to Of aRw1:1Rt o¥er 

$0 $2,500 -hl-0¾ $0 

$2,WO $5,900 $27.50 -t 2.04% 2,500 

~ ~ $96.86 -t 2.27% $5,900 

~ $12,300 $168.37 -t 2.64% ~ 

$12,300 $254.17 + 2.905 $12,300 

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 otherwise computed under this 

subsection multiplied by a fraction in which: 

1) The numerator is the federal adjusted gross income a llocable and 

apportionable to this state; and 
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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 man-ied 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 schedulesrates that apply in lieu of the 

schedulesrates set fo11h in subdivisions a through e. The new schedulesrates must be 

determined by increasing the minimum and maximumNorth Dakota taxable income 

threshold 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 l(f) of the United States Internal 

Revenue Code of 1954, as amended . For this purpose, the rate applicable to each 

i:Bcome 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 4. EFFECTIVE DATE. Sections l and 3 of this Act are effective for taxable years 

beginning after December 31, 2022. 
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23.0351.02000 

Sixty-eighth 
Legislative Assembly PROPOSED AMENDMENT TO HOUSE BILL NO. 1158 

ofNorth Dakota 

Introduced by (ZEROS BOTTOM BRACKET AND INCREASES TO 2.25%) 

Representatives Headland, Bosch, Dockter, Grueneich, Hagert, Heinert 

Senators Axtman, Conley, Kannianen, Meyer, K. Roers, Wanzek 

A BILL for an Act to amend and reenact subsection 1 of section 57-38-30.3 of the North Dakota Century 

Code, relating to the imposition of a flat income tax rate of eAe and enc liolftwo and one-quarter percent 

for individuals, estates, and trusts; and to provide an effective date. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Subsection 1 of the section 57-38-30.3 of the North Dakota 

Century Code is amended and reenacted as follows: 

1. A tax is hereby imposed for each taxable year upon income earned or received in that taxable 

year by every resident and nonresident individual, estate, and trust. 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 federa l taxable 

income figure, shall compute a federal taxable income figure using a proforma return in 

order to determine a federa l 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 ifl tke applicable rate sehedttle in subdiv isions a through d 

corresponding to an individual 's fi ling status used for federal income tax purpose. Fet:The tax 

for an estate or trust, the sehedule is equal to North Dakota taxable income multiplied by the 

rate in subdivision e must ee used fer J3UrJ30Ses of this sueseetieA. The tax to be computed 

for: 

a. Single, other than head of the household or survj,,•iAg speusequalifying widow or 

widower is eAe aAd eAe halftwo and one-quarter percent of North Dakota taxable 

income exceeding forty-four thousand seven hundred twenty-five dollars. 

If North Dakota taxable income is: 



Gvei= Not over The ta:)( is eq1:1al to Of aR101:1Rt o•,cer 

$0 $37,450 1.10% $0 

$37,450 $90,750 $411.95 =I= 2.04% $37,450 

$90,750 $189,300 $1,499.27 • 2.27% $90,750 

$189,300 $411 ,500 $3,736.36 -t 2.64% $189,300 

$411,500 $9,602.44 -t 2.90% $411,500 

b. Married filing jointly and s1:1rYivi:Rg spo1:1segualifying widow or widower is one aRd 

oRe l=telftwo and one-quarter percent of No1th Dakota taxable income exceeding 

seventy-four thousand seven hundred fifty dollars. 

If North Dalcota taxable iReome is: 

G¥ef Not over The taM. is eq1:1al to Of amo1:1Rt over 

$0 $62,600 +:-1-0¼ $0 

$62,600 $] 51,200 $688.60 -t 2.04% $62,600 

$151,200 $230,450 $2,496.04 -t 2.64% $151,200 

$230,450 $411,500 $4,295.02 -1= 2.64% $230,450 

$411,500 $9,074.74 -t 2.90% $411,500 

c. Ma1Tied filing separately is one end one l=talftwo and one-quarter percent of North 

Dakota taxable income exceeding thi1ty-seven thousand three hundred seventy-five 

dollars. 

If North Dalwta trumble iReome is: 

G¥ef Not over The trot is eq1:1al to Of amo1:1Rt 0 1,er 

$0 $31,300 +:-1-0¼ $0 

$31,300 $75,600 $344.30 -t 2.04% $31,300 

$75,600 $115,225 $1,248.02 =I= 2.27% $75,600 

$115,225 $205,750 $2,147.51 + 2.64% $115,225 

$205,750 $4,537.37 =I= 2.90% $205,750 

d. Head of household i~ 01~e and one l=talftwo and one-quarter percent of North Dakota 

taxable income exceeding fifty-n ine thousand nine hundred fifty dollars. 

IfN01tl=t Dakota trutable iReome is: 

G¥ef }Jot over The trut is eq1:1al to Of amo1:1Rt over 

$0 $50,200 +:-1-0¼ $0 

$50,200 $129,600 $552.20 =I= 2.04% $50,200 

$129,600 $209,850 $2,171.96 + 2.47% $129,600 

$209,850 $41l,500 $3,993 .64 • 2.64% $209,850 



$411,500 $9,317.20-t 2.9% $411,500 

e. Estates and trusts is one and one halftwo and one-quarter percent of North Dakota 

taxable income exceeding three thousand dollars. 

IOJorth Dakota taxable ineome is: 

G¥et= Not o¥er The tax is eq1::1al to Of amo1::1nt o,•er 

$0 $2,500 -1-:+Q.% $G 

~ $5,900 $27.50 =I= 2.04% 2,500 

U-;9-0G ~ $96.86 =I= 2.27% $5,900 

~ $12,300 $168.37 =I= 2.64% ~ 

$12,300 $254.17-1=2.905 $12,300 

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 otherwise computed under this 

subsection multiplied by a fraction in which: 

1) The numerator is the federal adjusted gross income allocable and 

appotiionable 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 sehed1::1lesrates that apply in lieu of the 

sehed1::1lesrates set forth in subdivisions a through e. The new sehed1::1lesrates must be 

determined by increasing the minim1::1m and maxirn1::1mNorth Dakota taxable income 

threshold dollar amounts for each inoome braoket for whieh a ta.x 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 l(t) of the United States Internal 

Revenue Code of 1954, as amended. For this purpose, the rate applicable to eaoh 

iReo1tte braeket 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 2. EFFECTIVE DATE. This Act is effective for taxable years beginning after 

December 31, 2022. 
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Hettinger Co 
Tax Year 2022 

Local Assd 
Taxable Value 14,618,233 

70 GF Mill Levy 1,023,276 

Total 1,023,276 
Mill Rate 70 

Tax Year 2023 

LocalAssd 
Taxable Value 15,080,169 

40 mills X 2022 TV 584,729 
60 millsXCA 
10 mills X Local & Centr Assd 150,802 
Total 735,531 
Mill Rate 48.77 
*2023 Levy Calculated using 2022 TV 

Tax Ye ar 2024 

LocalAssd 
Taxable Value 15,396,853 

40 Mills (Max 5% Increase) 597,009 

60 mills X CA 

10 mills X Local & Centr Assd 153,969 
Total 750,977 
Mill Rate 48.77 
*2024 Levy Calculated using +5% Max Value 

Tax Year 2025 

Local Assd 
Taxable Value 15,181,297 

40 Mills (Max 5% Increase) 597,009 
60 millsXCA 
10 mills X Local & Centr Assd 151,813 
Total 748,822 
Mill Rate 49.33 
*2025 Maximum is calculated using Loco/ Assd Value 

Tax Year 2026 

Local Assd 
Taxable Value 15,981,351 

40 Mills (Max 5% Increase) 626,859 
60 millsX CA 
10 mills X Local & Centr Assd 159,814 
Total 786,673 
Mill Rate 49.22 

Max Mill Levy: No 
Change to SB 

Centr Assd Total 2066 
825,140 15,443,373 15,443,373 

57,760 1,081,036 1,081,036 

-
57,760 1,081,036 1,081,036 

70 70 70 

Centr Assd Total 
888,511 15,968,680 15,968,680 

584,729 1,117,808 
53,311 53,311 

8,885 159,687 
62,196 797,727 1,117,808 

70 49.96 70 

Centr Assd Total 
918,632 16,315,485 16,315,485 

597,009 1,142,084 2.10% 

55,118 55,118 

9,186 163,155 
64,304 815,281 1,142,084 

70 49.97 70 

Centr Assd Total 
1,032,175 16,213,472 16,213,472 

597,009 1,142,084 0.00% 
61,931 61,931 
10,322 162,135 
72,252 821,074 1,142,084 

70 50.64 70.44 

Centr Assd Total 
1,100,815 17,082,166 17,082,166 

626,859 1,195,752 5.00% 
66,049 66,049 
11,008 170,822 
77,057 863,730 1,195,752 

70 S0.S6 70 



Al 
A2 

A3 

A4 
AS 

Bl 
B2 

B3 
B4 

BS 

Cl 
C2 

C3 

C4 

cs 

D1 
D2 

D3 
D4 

D5 

Hettinger·Co 
2016 

2017 

2018 
2019 
2020 

West.Fargo 

2022 

2023 

2024 

2025 
2026 

W/0 SB 2066 

2022-23 
2023-24 

2024-25 

2025-26 
2026-27 

With SB 2066 

2022-23 
2023-24 

2024-25 
2025-26 

2026-27 

Locally Assessed % Change 
13,392,406.00 

13,816,201.00 3.16% 

14,106,679.00 2.10% 

13,908,775.00 -1.40% 
14,642,086.00 5.27% 

%-Change 2016-

Locally Assessed 2020 

14,618,233.00 
15,080,169.00 3.16% 

15,396,853.00 2.10% 
15,181,297.00 -1.40% 

15,981,351.00 5.27% 

Hettinger Co 

Total Adjusted Contribution 
Formula From In.Lieu 

3,633,418 308,123 
3,778,755 308,123 

3,929,905 308,123 

4,087,101 308,123 
4,250,585 308,123 

Total Adjusted Contribution 
Formula From In Lieu 

3,633,418 308,123 
3,778,755 308,123 

3,929,905 308,123 
4,087,101 308,123 

4,250,585 308,123 

Centrally Assessed % Change 
521,877.00 

561,932.00 7.68% 
580,966.00 3.39% 

652,775.00 12.36% 
696,170.00 6.65% 

%.Change 

Centrally Assessed 2016-2020 

825,140.00 
888,511.00 7.68% 

918,632.00 3.39% 
1,032,175.00 12.36% 

1,100,815.00 6.65% 

Contribution From 
·Property Tax State Aid 

922,407 2,402,888 
926,602 2,544,029 

958,121 2,663,661 

978,929 2,800,049 
972,808 2,969,654 

Contribution From 

Property Tax State Aid 

922,407 2,402,888 
642,489 2,828,143 

638,040 2,983,742 
652,127 3,126,851 

658,939 3,283,523 

Total Tax .Value 
13,914,283.00 

14,378,133.00 

14,687,645.00 

14,561,550.00 

15,338,256.00 

Total Tax Value 

15,443,373.00 
15,968,680.00 

16,315,485.00 
16,213,472.00 

17,082,166.00 

Funding Formula 
Increase 

4% 

% Change 

3.33% 
2.15% 

-0.86% 

5.33% 

%Change 
2015-2020 GF Mill Levy 

70 
3.40% 

2.17% 
-0.63% 

5.36% 



McKenzie Countv 
Tax Year 2022 

LocalAssd 

1 Taxable Value 141,288,868 

2 

3 

4 

5 

6 

7 
8 
9 

10 

11 

12 

13 

14 
15 

16 

17 

18 
19 
20 
21 
22 

23 

24 
25 
26 
27 

28 

46.13 GF Mill Levy 6,517,655 

Total 6,517,655 

Mill•Rate 46.lS 

Tax Year 2023 

LocalAssd 

Taxable Value 194,187,420 

40 mills X 2022 TV 5,651,555 

60 mills XCA 

10 mil ls X Local & Centr Assd 1,941,874 

Total 7,593,429 

Mill Rate. 39.J: 

•2023 Levy Calculated using 2022 TV 
Tax Year 2024 

LocalAssd 

Taxable Value 189,565,759 

40 Mil ls (Max 5% Increase) 5,651,555 

60 millsX CA 

10 mills X Local & Centr Assd 1,895,658 

Total 7,547,212 

Mill•Rate 39:8"1 

•2024 Levy Calculated using +5% Max Value 
Tax Year 2025 

LocalAssd 

Taxable Value 222,417,505 

40 Mil ls (Max 5% Increase) 5,934,132 

60 mills X CA 

10 mills X Local & Centr Assd 2,224,175 

Total 8,158,308 

Mill Rate 36.68 

•2025 Maximum is calculated using Local Assd Value 
Tax Year 2026 

Local Assd 

Taxable Value 276,175,816 

40 Mills (Max 5% Increase) 6,230,839 

60 mills X CA 

10 mills X Local & Centr Assd 2,761,758 

Total 8,992,597 

M ill Rate 32.56 

Centr Assd 
141,288,868 

6,517,655 

6,517,655 

46.B 

Centr Assd 

218,757,554 

13,125,453 
2,187,576 

15,313,029 
70 

Centr Assd 

219,829,466 

13,189,768 
2,198,295 

15,388,063 

70 

Centr Assd 
264,762,609 

15,885,757 
2,647,626 

18,533,383 

70 

Centr Assd 

302,226,518 

18,133,591 
3,022,265 

21,155,856 

70 

Max M ill Levy: 

No Change to SB 

Total 2066 

282,577,736 282,577,736 

13,035,311 13,035,311 

. 
13,035,311 13,035,311 

46.13 46.13 

Total 

412,944,974 412,944,974 

5,651,555 14,599,548 

13,125,453 
4,129,450 

22,906,458 14,599,548 
55;47 35.35 

Total 

409,395,225 409,395,225 

5,651,555 16,351,494 0.00% 

13,189,768 

4,093,952 
22,935,275 16,351,494 

56.02 39,94 

Total 
487,180,114 487,180,114 

5,934,132 18,313,673 5.00% 

15,885,757 
4,871,801 

26,691,690 18,313,673 

s,i.19 37.59 

Total 

578,402,334 578,402,334 

6,230,839 20,511,314 5.00% 
18,133,591 

5,784,023 
30,148,453 20,511,314 

52 . .1:2 35.46 



Al 

A2 
A3 

A4 

AS 

Bl 

B2 

B3 
B4 
BS 

Cl 
C2 

C3 

C4 
cs 

01 

02 
03 
04 

OS 

Md<enzie•Count·.tocally,Assessed 
2016 64,644,017.00 

2017 88,848,095.00 

2018 86,734,155.00 

2019 101,765,122.00 
2020 126,361,325.00 

WesH.argo locally.Assessed 

2022 141,288,868.00 

2023 194,187,420.00 

2024 189,565,759.00 
2025 222,417,505.00 
2026 276,175,816.00 

McKenzie County 

Total Adjusted 

W/O SB 2066 Formula 

2022-23 21,908,716 

2023-24 24,099,587 

2024-25 26,509,546 

2025-26 29,160,501 

2026-27 32,076,551 

Teta[Adjusted 
Wit h SB 2066 Formula 

2022-23 21,908,716 
2023-24 24,099,587 

2024-25 26,509,546 

2025-26 29,160,501 

2026-27 32,076,551 

%Change 

37.44% 
-2.38% 

17.33% 
24.17% 

%·Chang_e.-2016-
2020 

37.44% 

-2.38% 
17.33% 
24.17% 

Contribution 
From,ln·Lieu 

4,969,824 
4,969,824 

4,969,824 

4,969,824 
4,969,824 

Contributi_on 
From ln·Ueu 

4,969,824 
4,969,824 
4,969,824 
4,969,824 
4,969,824 

Centrally Assessed %Change 
64,880,000.00 

100,452,842.00 54.83% 
100,949,972.00 0.49% 
121,587,167.00 20.44% 

138, 791,763.00 14.15% 

%Change 

Centrally.·:Assessed -2016-:2020-

141,288,868.00 

218,757,554.00 54.83% 

219,829,466.00 0.49% 
264,762,609.00 20.44% 
302,226,518.00 14.15% 

Contribution.From 
Property Tax State Aid 

11,350,852 5,588,039 
15,257,980 3,871,782 

23,239,146 -
24,563,714 -
29,230,807 -

-Contribution· From 
Property Tax State Aid 

11,350,852 5,588,039 

12,169,210 6,960,552 

18,777,008 2,762,714 
18,841,323 5,349,354 

21,819,889 5,286,838 

TotalTaxValue 
129,524,017.00 

189,300,937.00 
187,684,127.00 
223,352,289.00 
265,153,088.00 

Total-Tax.Value 

282,577,736.00 
412,944,974.00 

409,395,225.00 
487,180,114.00 
578,402,334.00 

Funding Formula 
Increase 

10% 

%.Change 

46.15% 
-0.85% 
19.00% 
18.72% 

%·Change 
2016"~2.020. GF Mill Levy 

46.13 

46.13% 

-0.86% 
19.00% 
18.72% 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 
14 
15 

16 

Taxable Value 

57.73 GF Mill Levy 

Total 

Mill Rate 

Taxable Value 

40 mills X 2022 TV 

60 millsXCA 

10 mills X Local & Centr Assd 

Total 

Mill'Rate 

*2023 Levy Calculated using 2022 1V 

Taxable Value 

40 M ills (Max 5% Increase) 

60 mills XCA 

10 mills X Local & Centr Assd 

Total 

Mill 8at.e 

South Heart 
Tax Year 2022 

LocalAssd 

18,669,185 

1,077,772 

1,077,772 

57..73 

Tax Year 2023 

LocalAssd 

12,338,464 

746,767 

123,385 
870,152 

70.52 

Tax Year 2024 

Local Assd 

9,770,830 

746,767 

97,708 
844,476 

8'6,43 

*2024 Levy Calculated using +5% Max Value 

17 

18 
19 
20 
21 
22 

23 

24 
25 
26 
27 

28 

Tax Year 2025 

Local Assd 

Taxable Value 9,763,013 

40 Mills (Max 5% Increase) 746,767 

60 mil ls X CA 

10 mills X Local & Centr Assd 97,630 

Total 844,398 

MilFRate 86,49 

*2025 Maximum is calculated using Local Assd Value 
Tax Year 2026 

LocalAssd 

T axable Value 10,416,159 

40 Mills (Max 5% Increase) 784,106 

60 millsXCA 

10 mills X Local & Centr Assd 104,162 

Total 888,267 

Mill Rate 85.28 

Max Mil l Levy: 

No Change to SB 

Cent r Assd Total 2066 

2,439,036 21,108,221 21,108,221 

140,806 1,218,578 1,218,578 

-
140,806 1,218,578 1,218,578 

5-7.13 57.73 57.73 

Cent r Assd Total 

2,439,036 14,777,500 14,777,500 

746,767 1,218,578 

146,342 146,342 

24,390 147,775 

170,733 1,040,885 1,218,578 

70 70.44 82.46 

Centr Assd T otal 

2,439,036 12,209,866 12,209,866 

746,767 1,218,578 0.00% 

146,342 146,342 

24,390 122,099 

170,733 1,015,208 1,218,578 

70. 83.15 99:8 

Centr Assd Total 

2,326,840 12,089,853 12,089,853 

746,767 1,218,578 0.00% 

139,610 139,610 

23,268 120,899 

162,879 1,007,276 1,218,578 

70 83,32 100.79 

Centr Assd Total 

2,952,760 13,368,919 13,368,919 

784,106 1,218,578 5.00% 

177,166 177,166 

29,528 133,689 
206,693 1,094,961 1,218,578 

70 81.9 9J..15 



Al 
A2 

A3 
A4 

AS 

Bl 
B2 

B3 
B4 
BS 

Cl 
C2 

C3 

C4 
cs 

D1 
D2 
D3 
D4 

DS 

South-Heart 
2016 

2017 
2018 
2019 

2020 

Westf;irgo 

2022 
2023 

2024 
2025 
2026 

W/OSB 2066 

2022-23 
2023-24 

2024-25 

2025-26 
2026-27 

With SB 2066 
2022-23 
2023-24 
2024-25 
2025-26 
2026-27 

Locally A:ssessed %Change 
28,437,313.00 

18,793,360.00 -33.91% 
14,883,028.00 -20.81% 
14,871,372.00 -0.08% 

15,867,004.00 6.69% 

%'Change· 2016-

Lecally,Assessed 2020 

18,669,185.00 
12,338,464.00 -33.91% 

9,770,830.00 -20.81% 

9,763,013.00 -0.08% 
10,416,159.00 6 .69% 

South Heart 

Totaf.-Adjuste.d Contribution 
Formula F.rom lrHieu 

4,490,460 438,787 
4,759,888 438,787 

5,045,481 438,787 

5,348,210 438,787 
5,669,103 438,787 

Total·Adjusted Contribution 
Formula Fro.m In-lieu 

4,490,460 438,787 
4,759,888 438,787 
5,045,481 438,787 
5,348,210 438,787 

5,669,103 438,787 

Centr:ally Assesse.d % Change 

#DIV/0! 
2,534,745.00 #DIV/0! 
2,418,218.00 -4.60% 

3,068,705.00 26.90% 

%.Change 

Centrally:-Assessed 201602020 

2,439,036.00 
2,439,036.00 0.00% 

2,439,036.00 0.00% 
2,326,840.00 -4.60% 
2,952,760.00 26.90% 

Contribution From 
Property Ta>< State Aid 

1,296,462 2,755,212 
1,266,493 3,054,608 

886,650 3,720,044 

732,592 4,176,831 
725,391 4,504,925 

CO"ntributi.on .From 
Property Tax State Aid 

1,296,462 2,755,212 
887,573 3,433,528 
893,110 3,713,585 
893,110 4,016,314 

886,378 4,343,938 

Total Tax.\la lue 
28,437,313.00 

18,793,360.00 
17,417,773.00 
17,289,590.00 
18,935,709.00 

Total.Jax Value 

21,108,221.00 
14,777,500.00 

12,209,866.00 
12,089,853.00 
13,368,919.00 

Fu nding Formula 

Increase 

6% 

·%change 

-33.91% 
-7.32% 
-0 .74% 
9 .52% 

%:Change 
2016•2020 · GF Mill l evy 

57.73 
-29.99% 

-17.38% 
-0.98% 
10.58% 



1 

2 

3 

4 

5 

6 

7 
8 

9 

10 

11 

12 

13 

14 
15 

16 

Taxable Value 

69.02 GF Mill Levy 

Total 
MilLRate 

Taxable Value 

40 mills X 2022 TV 

60mills XCA 

10 mills X Local & Centr Assd 
Total 
Mill·Rate 

"2023 Levy Calculated using 2022 TV 

Taxable Value 

40 Mills (Max 5% Increase) 

60mills XCA 

10 mills X Local & Centr Assd 
Total 

Mill Rate 

Mott-Re~ent 
TaK Year 2022 

Local Assd 
15,642,373 

1,079,637 

1,079,637 

69.02 

TaK Year 2023 

Local Assd 

16,562,145 

625,695 

165,621 
791,316 

47.78 

Tax Year 2024 

Local Assd 
16,928,168 

639,523 

169,282 
808,804 

47:78 

*2024 Levy Calculated using +5% Max Value 

17 

18 
19 

20 
21 

22 

23 

24 
25 
26 
27 
28 

Tax Year 2025 

Local Assd 

Taxable Value 16,923,090 

40 Mills (Max 5% Increase) 639,523 

60 mills X CA 
10 mills X Local & Centr Assd 169,231 

Total 808,754 

Mili'Rate 47.79 

*2025 Maximum is calculated using Local Assd Value 

Tax Year 2026 

Local Assd 

Taxable Value 15,645,397 

40 Mills (Max 5% Increase) 639,523 

60 mills X CA 

10 mills X Local & Centr Assd 156,454 

Total 795,977 

Mill Rate 50.88 

Max Mill Levy: No 
Change to SB 

Centr Assd Total 2066 

965,248 16,607,621 16,607,621 

66,621 1,146,258 1,146,258 

-
66,621 1,146,258 1,146,258 

69.02 69.02 69.02 

Centr Assd Total 

1,005,306 17,567,451 17,567,451 

625,695 1,229,722 

60,318 60,318 

10,053 175,675 
70,371 861,688 1,229,722 

70 49.05 70 

Centr Assd Total 

1,022,095 17,950,263 17,950,263 

639,523 1,256,518 2.21% 

61,326 61,326 

10,221 179,503 

71,547 880,351 1,256,518 

70 49,04 70 

Centr Assd Total 
1,268,624 18,191,714 18,191,714 

639,523 1,273,420 0.00% 

76,117 76,117 

12,686 181,917 

88,804 897,557 1,273,420 

70 49.34 70 

Centr Assd Total 
1,142,650 16,788,047 16,788,047 

639,523 1,273,420 0.00% 

68,559 68,559 

11,427 167,880 
79,986 875,962 1,273,420 

70 52.18 75.85 



Al 

A2 

A3 
A4 
AS 

Bl 

B2 

B3 
B4 

BS 

Cl 
C2 

C3 

C4 
cs 

D1 
D2 
D3 

D4 

D5 

Mbtt-Regerit 
2016 

2017 
2018 

2019 
2020 

West'Fargo 

2022 

2023 

2024 
2025 
2026 

W/OSB 2066 

2022-23 

2023-24 

2024-25 

2025-26 
2026-27 

With SB 2066 
2022-23 
2023-24 
2024-25 

2025-26 

2026-27 

Locally.Assessed ¾ .Change 
16,419,756.00 

17,385,652.00 5.88% 

17,770,624.00 2-21% 

17,764,853.00 -0.03% 

16,423,943.00 -7.55% 

% Change·2016-

Locally. Assessed 1020 

15,642,373.00 
16,562,145.00 5.88% 

16,928,168.00 2.21% 

16,923,090.00 -0.03% 

15,645,397.00 -7.55% 

Mott-Regent 

Tota l,Adjusted Contribution 

Formula From ln·Lieu 

3,303,801 23,200 

3,402,915 23,200 

3,505,002 23,200 

3,610,152 23,200 

3,718,457 23,200 

Total· Adjusted Contribution 
Formula From In. lieu· 

3,303,801 23,200 

3,402,915 23,200 

3,505,002 23,200 

3,610,152 23,200 

3,718,457 23,200 

Centrally··Assessed ·%.Change 

1,113,967.00 

1,160,250.00 4.15% 

1,179,629.00 1-67% 

1,464,206.00 24.12% 
1,318,740.00 -9.93% 

%Change 

Centrally Assessed 2016~:2020 

965,248.00 
1,005,306.00 4.15% 

1,022,095.00 1.67% 

1,268,624.00 24.12% 

1,142,650.00 -9.93% 

Contrib.ution Fro m 
Property Tax State::Aid 

1,056,528 2,224,072 

996,457 2,383,257 

1,054,047 2,427,755 

1,077,016 2,509,936 

1,091,503 2,603,754 

Contributio n-From 
PropertvTax ·sta te Aid 

1,056,528 2,224,072 

692,316 2,687,398 

686,013 2,795,788 

700,848 2,886,103 

715,640 2,979,616 

TotalTax Value· 
17,533,723.00 

18,545,902.00 
18,950,253.00 
19,229,059.00 
17,742,683.00 

Total Tax·Value 
16,607,621.00 
17,567,451.00 

17,950,263.00 
18,191,714.00 
16,788,047.00 

Funding Formula 

Increase 

3% 

%:Change 

5.77% 

2.18% 
1.47% 

-7.73% 

%Chante 
2016,2020 GF Mill Levy 

69.02 

5.78% 

2.18% 

1.35% 
-7.72% 



1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 
15 
16 

Taxable Value 

69.13 GF Mill Levy 

Total 

Mill.Rate 

Taxable Value 

40 mills X 2022 TV 

60mills XCA 
10 mills X Local & Centr Assd 

Total 

MiW.Rate 

*2023 Levy Calculated using 2022 TV 

Taxable Value 

40 Mills (Max 5% Increase) 

60mills XCA 

10 mills X Local & Centr Assd 
Total 

Mill,Rate 

Montpelier 
Tax Year 2022 

Local Assd 
7,186,193 

496,782 

496,782 

69.13 

Tax Year 2023 

Local Assd 
7,321,293 

287,448 

73,213 
360,661 

49.26 

Tax Vear 2024 

Local Assd 
7,635,376 

299,779 

76,354 
376,133 

49.26 

*2024 Levy Calculated using +5% Max Value 

17 

18 
19 
20 

21 

22 

23 

24 

25 
26 
27 

28 

Tax Year 2025 

Local Assd 

Taxable Value 7,988,130 

40 Mills (Max 5% Increase) 313,629 

60millsX CA 
10 mills X Local & Centr Assd 79,881 

Total 393,510 

Mill Rate 49.26 

•2025 Maximum is calculated using Local Assd Value 
Tax Year 2026 

Local Assd 

Taxable Value 8,349,992 

40 Mills (Max 5% Increase) 327,836 

60mills XCA 
10 mills X Local & Centr Assd 83,500 

Total 411,336 

Mill.Rate 49.26 

Max Mill Levy: No 
Change to SB 

Centr Assd Total 2066 

117,152 7,303,345 7,303,345 

8,099 504,880 504,880 

-
8,099 504,880 504,880 

69.13 69.13 69.13 

Centr Assd Total 
120,585 7,441,878 7,441,878 

287,448 520,931 

7,235 7,235 

1,206 74,419 

8,441 369,102 520,931 

70 49:6 70 

Centr Assd Total 

146,607 7,781,983 7,781,983 

299,779 544,739 4.29% 

8,796 8,796 

1,466 77,820 
10,262 386,395 544,739 

70 49.6S 70 

Centr Assd Total 
129,161 8,117,291 8,117,291 

313,629 568,210 4.62% 

7,750 7,750 

1,292 81,173 

9,041 402,552 568,210 

70 49.59 70 

Centr Assd Total 

146,081 8,496,073 8,496,073 

327,836 594,725 4.53% 

8,765 8,765 

1,461 84,961 
10,226 421,562 594,725 

70 49.62 70 



Al 
A2 

A3 
A4 
AS 

Bl 
82 

83 

84 

85 

Cl 
C2 
C3 

C4 

cs 

01 
02 
03 

04 

05 

Montpelier 
2016 

2017 

2018 

2019 
2020 

West:Fargo 

2022 
2023 

2024 
2025 
2026 

W/058 2066 

2022-23 
2023-24 

2024-25 

2025-26 
2026-27 

With SB 2066 
2022-23 

2023-24 
2024--25 
2025-26 

2026-27 

Locally· Assessed %Change 
5,996,266.00 

6,108,886.00 1.88% 

6,371,119.00 4.29% 

6,665,443.00 4.62% 

6,967,120.00 4.53% 

%.Change.2016-

locally.-Assessed. 2020 

7,186,193.00 
7,321,293.00 1.88% 

7,635,376.00 4.29% 

7,988,130.00 4.62% 

8,349,992.00 4.53% 

Montpelier 

Total -Adjusted Contribution 

Formula From In lieu 

1,767,828 8,698 

1,820,862 8,698 

1,875,488 8,698 

1,931,753 8,698 

1,989,706 8,698 

Total· Adjusted Contribution 

For.mula From ·In Lieu 

1,767,828 8,698 

1,820,862 8,698 

1,875,488 8,698 

1,931,753 8,698 

1,989,706 8,698 

Centrally.Assessed % 'Change 

98,879.00 

101,779.00 2.93% 

123,746.00 21.58% 

109,025.00 -11.90% 

123,311.00 13.10% 

%Change 

Centrally:Assessed 2016,2020 

117,152.00 
120,585.00 2.93% 

146,607.00 21.58% 

129,161.00 -11.90% 

146,081.00 13.10% 

-Co.ntr_ibution From 
Property Tax State Aid 

431,011 1,328,118 

438,201 1,373,963 

446,513 1,420,277 

466,919 1,456,136 

487,037 1,493,970 

Contribution-From 

Property Tax Sta:teAid 

431,011 1,328,118 

295,546 1,516,617 
294,683 1,572,107 
308,576 1,614,479 

321,379 1,659,629 

Total Tax.Value 
6,095,145.00 

6,210,665.00 

6,494,865.00 
6,774,468.00 
7,090,431.00 

Total Tax-Value 

7,303,345.00 
7,441,878.00 

7,781,983.00 

8,117,291.00 
8,496,073.00 

Funding Formula 
Increase 

3% 

%.Change 

1.90% 

4.58% 
4.30% 
4.66% 

%-Change 
2016,2020 GF Mill Levy 

69.13 
1.90% 

4.57% 

4.31% 
4.67% 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 
15 

16 

Taxable Value 

63 GF Mill Levy 

Total 

Mill.Rate 

Taxable Value 

40 mills X 2022 TV 

60mills XCA 
10 mills X Local & Centr Assd 
Total 
Mill Rate 

*2023 Levy Calculated using 2022 TV 

Taxable Value 

40 Mills (Max 5% Increase) 

60millsXCA 

10 mills X Local & Centr Assd 
Total 

Mill,Rate 

Velva 
Tax Year 2022 

Local Assd 

15,771,414 

993,599 

993,599 

63 

Tax Year 2023 

Local Assd 
15,943,322 

630,857 

159,433 
790,290 

49.57 

Tax Year 2024 

Local Assd 
16,420,027 

649,719 

164,200 
813,919 

4957-

"2024 Levy Calculated using +5% Max Value 

17 

18 

19 
20 
21 

22 

23 

24 
25 

26 
27 

28 

Tax Year 2025 

Local Assd 

Taxable Value 16,671,253 

40 Mills (Max 5% Increase) 659,660 

60millsX CA 
10 mills X Local & Centr Assd 166,713 

Total 826,372 

Mill Rate 49;57 

*2025 Maximum is calculated using Local Assd Value 

Tax Year 2026 

Local Assd 

Taxable Value 17,296,425 

40 Mills (Max 5% Increase) 684,397 

60mills XCA 
10 mills X Local & Centr Assd 172,964 

Total 857,361 

Mill,Rate 49,57 

Max Mill Levy: No 

Change to SB 

Centr Assd Total 2066 

1,525,180 17,296,594 17,296,594 

96,086 1,089,685 1,089,685 

96,086 1,089,685 1,089,685 

63 !53 63 

Centr Assd Total 
1,540,889 17,484,211 17,484,211 

630,857 1,220,448 

92,453 92,453 

15,409 174,842 
107,862 898,152 1,220,448 

70 S1.37 69.8 

Centr Assd Total 

1,854,460 18,274,487 18,274,487 

649,719 1,279,214 2.99% 

111,268 111,268 

18,545 182,745 

129,812 943,732 1,279,214 

70 51.64 70 

Centr Assd Total 
2,633,333 19,304,586 19,304,586 

659,660 1,351,321 1.53% 

158,000 158,000 

26,333 193,046 

184,333 1,010,706 1,351,321 

70 52:36 70 

Centr Assd Total 

2,779,746 20,076,171 20,076,171 

684,397 1,405,332 3.75% 

166,785 166,785 
27,797 200,762 

194,582 1,051,944 1,405,332 

70 52;4 10 



Al 

A2 
A3 
A4 
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82 

83 
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C3 
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01 
02 
03 
04 

05 

Velva 
2016 

2017 
2018 
2019 
2020 

West Fargo 

2022 

2023 

2024 
2025 
2026 

W/OSB 2066 

2022-23 
2023-24 

2024-25 

2025-26 

2026-27 

With SB 2066 
2022-23 
2023-24 
2024-25 
2025-26 

2026-27 

locally Assessed %Change 
15,147,686.00 

15,313,499.00 1.09% 
15,771,414.00 2.99% 
16,012,612.00 1.53% 
16,613,047.00 3.75% 

% Chahge 2016-

locally Assessed 2020 

15,771,414.00 
15,943,322.00 1.09% 

16,420,027.00 2.99% 
16,671,253.00 1.53% 
17,296,425.00 3.75% 

Velva 

Total Adjusted Contribution 
Formula From In Lieu 

5,245,951 357,713 
5,403,329 357,713 

5,565,429 357,713 

5,732,392 357,713 

5,904,364 357,713 

Total Adjusted ·contribution 

Formula From In lieu 
5,245,951 357,713 
5,403,329 357,713 
5,565,429 357,713 
5,732,392 357,713 

5,904,364 357,713 

Centrally Assessed %-Change 
1,254,400.00 

1,267,329.00 1.03% 
1,525,180.00 20.35% 
2,165,806.00 42.00% 
2,286,265.00 5.56% 

% Change 

Centrally Assessed 2016-2020 

1,525,180.00 
1,540,889.00 1.03% 

1,854,460.00 20.35% 
2,633,333.00 42.00% 
2,779,746.00 5.56% 

Contribution From 
Property Tax State Aid 

1,174,647 3,713,591 
1,037,796 4,007,820 

1,049,053 4,158,663 

1,096,469 4,278,210 

1,158,275 4,388,376 

Contribution From 
Property Tax State Aid 

1,174,647 3,713,591 
726,943 4,318,673 
723,310 4,484,406 

760,987 4,613,692 

817,660 4,728,991 

Total Tax Value 
16,402,086.00 

16,580,828.00 
17,296,594.00 
18,178,418.00 
18,899,312.00 

Total Tax Value 

17,296,594.00 
17,484,211.00 

18,274,487.00 
19,304,586.00 
20 076,171.00 

Funding Formula 
Increase 

3% 

%'Change 

1.09% 
4.32% 
5.10% 
3.97% 

%Change 
2016:-2020 GF Mill levy 

63 
1.08% 

4.52% 

5.64% 
4.00% 
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28 

Bismarck 
Tax Year 2022 

Local Assd 

Taxable Value 568,677,468 

70 GF Mill Levy 39,807,423 

Total 39,807,423 

Mili'Rate 70 

Tax Year 2023 

Local Assd 
Taxable Value 582,439,463 

40 mills X 2022 TV 22,747,099 

60 millsX CA 
10 mills X Local & Centr Assd 5,824,395 

Total 28,571,493 

MillRate 49.0S 

*2023 Levy Calculated using 2022 TV 

Tax Year 2024 

Local Assd 
Taxable Value 594,612,448 

40 Mills (Max 5% Increase) 23,222,513 

60millsX CA 

10 mills X Local & Centr Assd 5,946,124 

Total 29,168,638 

Mill Rate 49.05 

*2024 Levy Calculated using +5% Max Value 

Tax Year 2025 

Local Assd 
Taxable Value 617,861,795 

40 Mills (Max 5% increase) 24,130,513 

60 mills XCA 
10 mills X Local & Cent r Assd 6,178,618 

Total 30,309,131 

l\i'liWRate 49.05 

*2025 Maximum is calculated using Local Assd Value 

Tax Year 2026 

Local Assd 
Taxable Value 638,560,165 

40 Mills (Max 5% Increase) 24,938,886 
60 millsX CA 
10 mills X Local & Centr Assd 6,385,602 

Total 31,324,487 

MilfRate 49.05 

Max Mill Levy: 
No Change to SB 

Centr Assd Total 2066 
6,795,009 575,472,477 575,472,477 

475,651 40,283,073 40,283,073 

-
475,651 40,283,073 40,283,073 

70 70 70 

Centr Assd Total 
7,225,813 589,665,276 589,665,276 

22,747,099 41,276,569 

433,549 433,549 
72,258 5,896,653 

505,807 29,077,300 41,276,569 

70 49:31 70 

Cent r Assd Total 
7,610,949 602,223,397 602,223,397 

23,222,513 42,155,638 2.09% 

456,657 456,657 

76,109 6,022,234 
532,766 29,701,404 42,155,638 

70 49,32 70 

Centr Assd Total 
8,279,190 626,140,985 626,140,985 

24,130,513 43,829,869 3.91% 
496,751 496,751 

82,792 6,261,410 

579,543 30,888,675 43,829,869 

70 49.33 70 

Centr Assd Total 
8,079,662 646,639,827 646,639,827 

24,938,886 45,264,788 3.35% 
484,780 484,780 

80,797 6,466,398 
565,576 31,890,064 45,264,788 

70 49:32 70 
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D1 
D2 
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.Bismarck 
2017 

2018 
2019 
2020 
2021 

WeSt:.l'argo 

2022 

2023 

2024 
2025 
2026 

W/OSB2066 

2022-23 
2023-24 

2024-25 

2025-26 
2026-27 

With SB 2066 
2022-23 
2023-24 
2024-25 

2025-26 

2026-27 

Locally-Assessed %.Change 

463,359,797.00 

474,592,267.00 2.42% 
484,493,257.00 2.09% 

503,427,319.00 3.91% 

520,311,314.00 3.35% 

% Change2016-

Loca·lly Assessed 2020 

568,677,468.00 
582,439,463.00 2.42% 

594,612,448.00 2.09% 
617,861,795.00 3.91% 

638,560,165.00 3.35% 

Bismarck 

Total.Adjusted Contribution 

Formula From .In· Lieu 

158,619,142 1,023,459 
168,136,290 1,023,459 

178,224,467 1,023,459 

188,917,935 1,023,459 
200,253,011 1,023,459 

Total-Adjusted Contribution 

Formula ftom.Jn,Lieu 

158,619,142 1,023,459 
168,136,290 1,023,459 
178,224,467 1,023,459 
188,917,935 1,023,459 

200,253,011 1,023,459 

Centrafly .. Assessed %·change 

6,080,845.00 

6,466,219.00 6.34% 
6,811,180.00 5.33% 
7,409,060.00 8.78% 
7,230,212.00 -2.41% 

% Change 2016-

Centrally:Assessed 1020 

6,795,009.00 

7,225,813.00 6.34% 

7,610,949.00 5.33% 
8,279,190.00 8.78% 

8,079,662.00 -2.41% 

Contribution Erom 
Pr.operty Tax State,Aid 

31,234,625 126,361,057 
34,528,349 132,584,483 

35,379,917 141,821,092 

36,133,404 151,761,072 

37,568,459 161,661,093 

·ContributioncF.rom 

Property Tax State Aid 

31,234,625 126,361,057 
23,222,749 143,890,082 

23,180,648 154,020,361 

23,679,170 164,215,306 

24,627,265 174,602,288 

Total:TaX' Value 

469,440,642.00 

481,058,486.00 
491,304,437.00 
510,836,379.00 
527,541,526.00 

Totanax-Value 

575,472,477.00 
589,665,276.00 

602,223,397.00 
626,140,985.00 
646,639,827.00 

Funding Formula 
Increase 

6% 

%Change 

2.47% 
2.13% 
3.98% 
3.27% 

%Change 
2016-2020- GF Mill Levy 

70 

2.47% 

2.13% 
3.97% 
3.27% 
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Dickinson 
TaK Year 2022 

Local Assd 

Taxable Value 154,235,534 

70 GF Mill Levy 10,796,487 

Total 10,796,487 

Mill-Rate 70 

TaK Year 2023 

Local Assd 

Taxable Value 146,539,181 

40 mills X 2022 TV 6,169,421 

60 millsX CA 
10 mills X Local & Centr Assd 1,465,392 

Total 7,634,813 

Mill Rate 52.1 

•2023 Levy Co/cu/oted using 2022 1V 
TaK Year 2024 

Local Assd 
Taxable Value 132,661,921 

40 Mills (Max 5% Increase) 6,169,421 

60 mills X CA 

10 mills X Local & Centr Assd 1,326,619 

Total 7,496,041 

Mill Rate 56.5 

•2024 Levy Calculated using +5% Mox Value 

TaK Year 2025 

Local Assd 

Taxable Value 127,381,977 

40 Mills (Max 5% Increase) 6,169,421 

60 millsXCA 
10 mills X Local & Centr Assd 1,273,820 

Total 7,443,241 

M ill'Rate 58.43 

*2025 Maximum is calculoted using Loco/ Assd Value 
TaK Year 2026 

Local Assd 

Taxable Value 135,508,947 

40 Mills (Max 5% Increase) 6,477,892 

60millsX CA 
10 mills X Local & Centr Assd 1,355,089 

Total 7,832,982 

Mill -Rate 57.8 

Max Mill Levy: 
No Change to SB 

Centr Assd Total 2066 

3,381,421 157,616,955 157,616,955 

236,699 11,033,187 11,033,187 

-
236,699 11,033,187 11,033,187 

70 70 70 

Centr Assd Total 
3,381,421 149,920,602 149,920,602 

6,169,421 11,033,187 

202,885 202,885 
33,814 1,499,206 

236,699 7,871,513 11,033,187 

70 52.5 73.59 

Centr Assd Total 
3,381,421 136,043,342 136,043,342 

6,169,421 11,033,187 0.00% 

202,885 202,885 

33,814 1,360,433 

236,699 7,732,740 11,033,187 

70 56,84 81.1 

Centr Assd Total 
4,182,480 131,564,457 131,564,457 

6,169,421 11,033,187 0.00% 
250,949 250,949 

41,825 1,315,645 
292,774 7,736,015 11,033,187 

70 58'.8 83,86 

Centr Assd Total 
4,108,032 139,616,979 139,616,979 

6,477,892 11,033,187 5.00% 

246,482 246,482 
41,080 1,396,170 

287,562 8,120,544 11,033,187 

70 58.16 79.02 
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Oic~inson 
2016 

2017 
2018 
2019 

2020 

WesHargp 

2022 
2023 

2024 
2025 
2026 

W/0582066 

2022-23 
2023-24 

2024-25 

2025-26 

2026-27 

With SB 2066 

2022-23 
2023-24 

2024-25 
2025-26 

2026-27 

.Locally-Assessed %,Change 
174,516,991.00 

165,804,060.00 -4.99% 

150,103,304.00 -9.47% 

144,128,920.00 -3.98% 

153,320,681.00 6.38% 

%-Change· .. 2016-

Locally Assessed 2020 

154,235,534.00 
146,539,181.00 -4.99% 

132,661,921.00 -9.47% 

127,381,977.00 -3.98% 

135,508,947.00 6.38% 

Dickinson 

Total·Adjusted Contribution 

Pormula Fr.om In-Lieu 

44,469,528 2,214,569 

47,137,700 2,214,569 

49,965,962 2,214,569 

52,963,920 2,214,569 

56,141,755 2,214,569 

Total Adjusted Contribution 

Formula From lri lieu 

44,469,528 2,214,569 

47,137,700 2,214,569 

49,965,962 2,214,569 

52,963,920 2,214,569 

56,141,755 2,214,569 

Centrally.ll,.s-sessed %Change 

#DIV/01 

2,343,689.00 #DIV/01 

2,898,826.00 23.69% 

2,847,258.00 -1.78% 

% Charige 2016-

Centrally-Assessed 2010 

3,381,421.00 

3,381,421.00 0.00% 

3,381,421.00 0.00% 

4,182,480.00 23.69% 

4,108,032.00 -1.78% 

Contributiori-From 
Property Tax State Aid 

9,444,902 32,810,057 

9,457,017 35,466,114 

8,995,236 38,756,157 

8,162,601 42,586,751 

7,893,867 46,033,319 

Contribution F.rom 

P,roperty Tax State Aid 

9,444,902 32,810,057 

6,406,121 38,517,010 

6,372,307 41,379,086 

6,372,307 44,377,044 

6,420,370 47,506,816 

TotalTaxValue 
174,516,991.00 

165,804,060.00 
152,446,993.00 

147,027,746.00 
156,167,939.00 

To.ta! Tax·Val.ue 

157,616,955.00 

149,920,602.00 

136,043,342.00 
131,564,457.00 
139,616,979.00 

Funding Formula 
Increase 

6% 

%.Change 

-4.99% 
-8.06% 

-3.55% 
6.22% 

%·change 
2016;2020 GF Mill Levy 

70 

-4.88% 

-9.26% 

-3.29% 

6.12% 
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West Fargo 
Tax Year 2022 

Local Assd 
Taxable Value 506,490,769 

66.15 GF Mill Levy 33,504,364 

Total 33,504,364 
Mill Rate 66.15 

Tax Year 2023 

Local Assd 
Taxable Value 561,039,825 

40 mills X 2022 TV 20,259,631 
60 millsXCA 
10 mills X Local & Centr Assd 5,610,398 
Total 25,870,029 
Mill'Rate 46.tl 
•2023 levy Calculated using 2022 TV 

Tax Year 2024 

Local Assd 
Taxable Value 592,682,471 

40 Mills (Max 5% Increase) 21,272,612 

60millsXCA 

10 mills X Local & Centr Assd 5,926,825 
Total 27,199,437 
Mill Rate 45:89 
*2024 levy Calculated using +5% Max Value 

Tax Year 202S 

Local Assd 
Taxable Value 639,859,996 

40 Mills (Max 5% Increase) 22,336,243 
60millsXCA 

10 mills X Local & Centr Assd 6,398,600 
Total 28,734,843 
Mill Rate 44_-91 . 

•2025 Maximum is calculated using local Assd Value 

Tax Year 2026 

Local Assd 
Taxable Value 686,249,846 

40 Mills (Max 5% Increase) 23,453,055 
60mills X CA 
10 mills X Local & Centr Assd 6,862,498 
Total 30,315,554 
Mill,Rate 44 .. 18 

Max Mill Levy: 
No Change to SB 

Centr Assd Total 2066 
5,435,913 511,926,682 511,926,682 

359,586 33,863,950 33,863,950 

-
359,586 33,863,950 33,863,950 

66.15 66.15 66.15 

Centr Assd Tota l 
5,302,190 566,342,015 566,342,015 

20,259,631 37,927,624 
318,131 318,131 

53,022 5,663,420 
371,153 26,241,182 37,927,624 

70 46.33 66:97 

Centr Assd Total 
5,537,607 598,220,078 598,220,078 

21,272,612 41,875,405 5.00% 

332,256 332,256 

55,376 5,982,201 
387,632 27,587,069 41,875,405 

70 46.12 70 

Centr Assd Total 
6,743,144 646,603,140 646,603,140 

22,336,243 45,262,220 5.00% 
404,589 404,589 

67,431 6,466,031 
472,020 29,206,863 45,262,220 

70 45.17 70 

Centr Assd Total 
6,315,629 692,565,475 692,565,475 

23,453,055 48,479,583 5.00% 
378,938 378,938 
63,156 6,925,655 

442,094 30,757,648 48,479,583 
70 44.41 70 
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West.Eargo 
2016 

2017 

2018 
2019 
2020 

Westfargo 

2022 
2023 

2024 
2025 

2026 

W/0 SB 2066 

2022-23 
2023-24 

2024-25 

2025-26 
2026-27 

With SB 2066 
2022-23 

2023-24 
2024-25 
2025-26 

2026-27 

l ocally Assessed %-'Change 
312,549,261.00 

346,210,217.00 10.77% 
365,727,078.00 5.64% 
394,827,442.00 7.96% 
423,443,855.00 7.25% 

%.ChangeW16-. 

Ldcally'Assessed 2020 

506,490,769.00 
561,039,825.00 10.77% 

592,682,471.00 5.64% 

639,859,996.00 7.96% 

686,249,846.00 7.25% 

West Fargo 

Total''AdJUsted Contribution 

Formula From In Lieu 

142,055,368 495,618 
153,419,798 495,618 

165,693,382 495,618 

178,948,853 495,618 
193,264,761 495,618 

Total-Adjusted .Contribution 

F.ormula Fro.m In Ueu 

142,055,368 495,618 

153,419,798 495,618 

165,693,382 495,618 
178,948,853 495,618 

193,264,761 495,618 

Centrally Assessed % Change 
3,397,411.00 

3,313,860.00 -2.46% 
3,461,146.00 4.44% 
4,214,798.00 21.77% 

3,947,425.00 -6.34% 

% Change 2016-

Cennally Assessed- '2020 

5,435,913.00 
5,302,190.00 -2.46% 

5,537,607.00 4.44% 

6,743,144.00 21.77% 
6,315,629.00 -6.34% 

Contributioh From 
Property Tax State-Aid 

27,378,515 114,181,235 
30,694,935 122,229,245 

33,980,521 131,217,243 

35,893,205 142,560,030 
38,796,188 153,972,955 

Contribution From 
Property Tax State Aid 

27,378,515 114,181,235 

20,619,216 132,304,964 

20,577,762 144,620,002 
21,604,869 156,848,366 

22,740,832 170,028,311 

Total Tax Value 
315,946,672.00 

349,524,077.00 
369,188,224.00 

399,042,240.00 
427,391,280.00 

TotalTax.Value 

511,926,682.00 
566,342,015.00 

598,220,078.00 
646,603,140.00 

692,565,475.00 

Funding Formula 
Increase 

8% 

%Change 

10.63% 
5.63% 

8.09% 

7.10"/o 

%:Change 

2016-2020' GF Mill Levy 

66.15 

10.63% 

5.63% 
8.09% 

7.11% 
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23.0351 .02009 

Sixty-eighth 
Legislative Assembly 
of North Dakota 

Introduced by 

HOUSE BILL NO. 1158 

Representatives Headland, Bosch, Dockter, Grueneich, Hagert, Heinert 

Senators Axtman, Conley, Kannianen, Meyer, K. Roers, Wanzek 

1 A BILL for an Act to amend and reenact subseotion 1 of seotion 57 38 ao.a of the North Dal~ota 

2 Century Code, relating to the imposition of a flat income ta>< rate of one and one half percent for 

3 indi·, iduals, estates, and trusts; and to pro1t'ide an effective date.for an Act to amend and reenact 

4 subsection 3 of section 15.1-27-02. sections 15.1-27-04.1 and 15.1-27-04.2. subsection 1 of 

5 section 57-02-08.1. sections 57-15-01 and 57-15-01 .1. subsection 1 of section 57-15-14. 

6 section 57-15-14.2. subdivision. c of subsection 1 of section 57-20-07.1. and subsection 1 of 

7 section 57-38-30.3 of the North Dakota Century Code. relating to the determination of state aid 

8 payments. the homestead tax credit. information displayed on property tax statements, school 

9 district levy authority, and exempting taxable income in the first income bracket from taxation for 

10 individuals, estates, and trusts: to repeal sections 15.1-27-04.3. 15.1-27-15.1. and 15.1-27-20.2 

11 of the North Dakota Century Code, relating to adjustments to state aid payments: to provide an 

12 appropriation: and to provide an effective date. 

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

14 SECTION 1. AMENDMENT. Subseotion 1 of section 57 38 30.3 of the North Dakota 

15 Century Gode is amended and reenaoted as follo11+'s: 

16 

17 

18 

19 

20 

21 

22 

23 

24 

1. A tax is hereby imposed for eaoh ta><able year upon inoome earned or reoei¥ed in that 

ta><able year by every resident and nonresident individual. estate, and trust. A taxpayer 

oomputing the tax under this seotion is only eligible for those adjustments or oredits 

that are speoifioally provided for in this seotion. Pro1t'ided, that for purposes of this 

section, any person required to file a state income ta>< return under th is ohapter, but 

who has not oomputed a federal ta><able inoome figure, shall oompute a federal 

ta><able inoome figure using a proforma return in order to determine a federal ta><able 

inoome figure to be used as a starting point in oomputing state inoome tmc under this 

section. The tax for individuals is equal to North Dal<0ta taxable inoome multiplied by 
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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. ForThe tax for an 

estate or trust, the schedule is equal to North Dal(Ota taxable income multiplied by the 

filtQ in subdivision e must be used for purposes of this subsection. The tax to be 

eemputed for: 

a. Single, other than head of household or surviving spousegualifying widovt' or 

'1,•idower is one and one half percent of ~Jorth Dal<0ta taxable income exceeding 

forty four thousand seven hun€1-red twentv five dollars. 

If North Dakota taxable income is: 

Over Not over 

$0 $37,450 

$37,450 $90,750 

$90,750 $189,300 

$189,300 $41 1,500 

$411,500 

The tax is equal to 

1.10% $0 

$411.95 I 2.04% 

$1,499.27 I 2.27% 

$3,736.36 I 2.64% 

$9,602.44 I 2.90% 

Of amount over 

$37,450 

$90,750 

$189,300 

$411 ,500 

b. Married filing jointly and surviving spousegualifying widow or widower is one and 

one half percent of North Dakota taxable income exoeeding seventy four 

thousand seven hundred fifty dollars. 

f North Dal<ota taxable income is: 

Over Not over The tax is equal to Of amount over 

$0 $62,600 1.10% $0 

$62,600 $151,200 $688.60 I 2 .04% $62,600 

$151 ,200 $230,450 $2,496.04 I 2.27% $151,200 

$230,450 $411,500 $4,295.02 I 2.64% $230,450 

$411,500 $9,074.74 I 2.90% $411,500 

o. Married filing separately is one and one half percent of North Dal<ota taxable 

+noome exceeding thirty seven thousand three hundred seventy five dollars. 

North Dalrnta taxable inoome is: 

Over Not over The tax is equal to Of amount over 

-----$Qct-i!l$rr3i+:-,,3ctt0:tt01---1i--:-.1tt0H%o----$Q 

$31,300 $75,600 $34 4 .3Q I 2.G4% $31 ,300 
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$75,600 

$115,225 

$205,750 

$115,225 

$206,750 

$1,248.02 I 2.27% 

$2,147.61 I 2.64% 

$4,537.37 I 2.90% 

$75,600 

$116,225 

$205,750 

Head of household is one and one half percent of North Dakota taxable income 

e><ceeding fifty nine thousaRtl nine hundred fifty dolk¼-f&.. 

If North Dakota taxable income is: 

-----bOl'tfveerF----- -~t"tJet-ot ove--1'-r - --T-Hh™e~t!T-!af.l!-->< f6-e·Hqu1-1,a-++-I-Hto--<O~f+--;a*m~oc»U#'n1+--t H>0•.-1er 

$0 $60,200 

$50,200 

$129,600 

$209,850 

$411,500 

1.10% 

$129,600 

$209,860 

$4i1 ,500 

$0 

$552.20 I 2.04% 

$2,171.96 I 2.27% 

$3,993.64 I 2.64% 

$9,317.20 I 2.90% 

$50,200 

$129,600 

$209,860 

$411,500 

e. Estates and trusts is one ood one half percent of North Dakota ta><able income 

exceeding three thousand dollars. 

If North Dal<0ta taxable incoffiO-i&.-

Over Not-e-v-or 

$0 $2,500 1.10% 

$2,500 $5,900 

$5,900 $9,050 

$9,060 $12,300 

$12,300 

The tax is equal to 

$0 

$27.50 I 2.04% $2,500 

$96.86 I 2.27% $5,900 

Of amount over 

$168.37 I 2.64% $9,050 

$254.17 I 2.90% $12,300 

f. For an individual who is not a resident of this state for the entire year, or for a 

nonresident estate or trust, the ta>< is equal to the tax otherv.1ise computed under 

this subseotion multiplied by a fraotion in whioh: 

(1) The numerator is the federal adjusted gross inoome allocable and 

apportionable to this state; and 

(2) The denominator is the-federal adjusted gross inoome from all souroes 

reduoed by the net inoome from the amounts specified in subdivisions a and 

b of subseotion 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 
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all of the tax year, the tm< on the joint return must be computed under th is 

subdivision. 

g. The tax commissioner shall prescribe new rate schedulesrates that apply in lieu 

of the schedulesfillQQ set forth in subdivisions a through e. The ne'N 

schedulesfillQQ must be determined by--ITTcreasing the minimum and 

maximum North Dakota taxable income-threshold dollar amounts for each income 

bracl<0t for which a tax is imposed by the cost of living adjustment for the taxable 

year as determined by the seoretary of the United States treasury for purposes of 

section i (f) of the United States Internal Revenue Gode of i 954, as amended. 

For this purpose, the rate applicable to eaoh income bracl(Ct may not be 

changed, and the manner of applying the oost of living adjustment must be the 

same as that used for adjusting the income bracl(ets for federal income tax 

purposes. 

h. The tax commissioner shall prescribe an optional simplified method of computing 

15 tax under this section that may be used by an individual taxpayer 'Nho is not 

16 entitled to claim an adjustment under subsection 2 or credit against income tax 

17 liability under subseotion 7. 

18 SECTION 2. EFFECTIVE DATE. This Act is effeotive for taxable years beginning after 

19 Deoember 3i, 2022. 

20 SECTION 1. AMENDMENT. Subsection 3 of section 15.1-27-02 of the North Dakota 

21 Century Code is amended and reenacted as follows: 

22 3. On or before December fifteenth, each school district shall file with the superintendent 

23 of public instruction the taxable valuation and mill levy certifications. which must be 

24 s~parated by property classificatiQQ. If a district fails to file the taxable valuation and 

25 mill levy certifications by the required date, the superintendent of public inst~uctia,n 

26 may not forward to the district any state aid paymeflts to which the district is entitled, 

27 until the taxable valuation and mill levy certifications are filed. 

28 SECTl©N 2. AMENDMENT. Sectiofl 15.1 -27-04.1 of the North Dak@ta Century Code is 

29 amended and reenacted as follows: 

Page No. 4 23.0351 .02009 



Sixty-eighth 
Legislative Assembly 

1 15.1-27-04.1. Baseline funding - Establishment - Determination of state aid. (Effeetl¥e 

2 through June 30, 2025) 

3 1. To determine the amount of state aid payable to eaoh distFiot, the superintendent of 

4 publio instruction shall establish eaoh distriot's baseline funding. A distriot's baseline 

5 funding oonsists of: 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

a. All state aiet reoeh,ied by the distriot in aooordanoe 1Nith chapter 16.1 27 during the 

201 B 19 sohool year; 

b . An amount equal to tho property tax deducted by the superintenetent of publio 

inctruotion to determine the 2018 19 state aid payment; 

c. An amount equal to so¥onty fi•,e peroont of the re11enue reoeiYed by tho school 

distriot during the 2017 1 B sohool year for the following re¥enue types: 

(1) Ro¥enue reported under oocto 2000 of the North Dakota sohool distriot 

finanoial aooounting and reporting mam:1al, as doi.<elopod by the 

superintendent of publio instruolion in aooordanoo 1Nith soolion 16.1 02 08; 

(2) Mineral re11enue reoei11ed by the sohool distriot through direst allooation from 

the state treasurer and not reported under oode 2000 of the ~Jorth Dakota 

sohool diotriot finanoial aooounting and reporting manual, as dcwelopod by 

the superintendent of publio instruotion in aoeordanoe with seotion 

16.1 02 08; 

(3) Tuition reported under oode 1 aoo of the Nortt:t Dakota sehool dist:iot 

finanoial accounting and reporting manual, as de•.<eloped by tho 

superintendent of publio instruotion in aooordanoe with seotion 16.1 02 08, 

with the mmeption of rO'ICnue reoei·,ed speoifieally for the operation of an 

eduoational program Jarovideel at a rosideAtial treatment faoility, tuition 

reoei·,ed for the pro11ision of an adult farm maoogement program, and 

beginAing in the 2021 22 sohool year, s01.<enteen peroont of tuition reoeii.•ed 

under an agreement to eduoate studen-ts from a sohool distriot on an 

air foFOe base with funding reoeivod through federal impaet aid, and an 

additional sei.ienteen peFOent of tuition recei'led under an agreemeAt to 

eduoote students from a school district on an air foFGe base with funeling 

reeei·.<eet through federal impact aid each school year thereafter, until the 
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d. 

e. 

2. a. 

2024 26 sohool year wl=len sixty eight peroent of tuition reoei¥ed under an 

agreement to eduoate students from a sol=lool distriot on an air foree base 

with fundtng reeei¥ed through f-ederal impaet aid ml:l6t be exeluded from the 

tuition oalo~ation under this paragraph; 

(4) Re·ronue from paymems in lieu of taxes on the distril:n:Jtion and transmission 

of eleotFie power; 

(6) Re·•enue fFom payments in lieu of ta>Ees en eleotrieity generated fFem . 
souroes other than ooal; and 

(S) Re¥enue ffom the leasing of lane aOEluirod by the United States tor whioh 

oomponsatien is allooated to tho state t:Jnder aa U.S.G. 701 (o)(a) ; 

An amount oq1::1al to the total revenue rooeived by the sohool distriot during tho 

2017 18 sehool year for the following revenue types: 

(1) Mobile home taM roi.1onue; 

(2) Teleoommunioations ta)( ro¥enue; ane 

(a) Revenue from payments tn lieu of taMcs and state reimbursement ef tho 

homestead erodit and disaeloe ·.ieterans Gredit; and 

Beginning With the 2020 21 sohool year, the superintendent shall red1:1oe the 

easeline funding tor any seheol distriot that beoomos an elementary distriot 

pursuam to seotion 16.1 07 27 after the 2012 1a oohool year. The reauGtion m ust 

be proportional to Uie number of weighted student units in the grades that are 

offered through another sehool distriot relative to the total number of weighted 

studem units the sohool distFiGt offeFOd in the year before the sohool distriot 

boeamo an elemomary distrlot. Tho reduood baseline funding ap13lies to the 

calm:1lation o1 state aid for tho first sohool year ln 11.•hieh the sohool distFiot 

beoomos an elementary eistr-iGt and for eaoh year thereafter. For distriGts that 

booome an elOfflentary distFiot prior to the 2-020 21 sohool year, the 

superintendent st'lall use the reduood baseline fum:ting to oaloulato state aid for 

the 2020 21 sohool year and for eaoh year thereafter. 

Tho superintoAtitent shall di•fide the distriot's baseline funding determined in 

subsootion 1 by the distriet's 2017 18 1•♦.1eighted student units to determine tho 

distriot's baseline funding per weFghted student unit. 
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. B F or any so 00 IS FIO a h I d. t . t th t e eoomes an e omen ary IS FIO pursuan tt r o seo ,on 

16.1 07 27 after the 2017 18 sohool year, the superintendent shall adjust the 

elistriot's Baseline funding per weighted student unit used to ealoulate state aid. 

The superintendent shall di'ride the district's Baseline funding determined in 

suesootion 1 by the district's weighted student units after the soheol distriot 

beoemos an elementary district to determine the distriet's adjusted Baseline 

funding per weighted student unit. The supertntondent shall use the district's 

adjusted Baseline funding per weighted student unit in the oalelilatien of state aid 

tor tho first school year in whioh the sohool di&triot beoemes an elementary 

distrtet and for eaoh year thereafter. 

o. Beginning with the 2021 22 sohool year and for eaoh sohoel year thereafter, the 

superintendent shall reduoe tho aistriot's baseline funeing per weightoel student 

unit. Eaoh year the superintendent shan oa-loulate tho amount by whish tho 

eistfiet's baseline funding per weighted student unit OMooeds tho payment per 

weighted student unit J:)rotrided in sYbseotion a. Tho superintendent sl<lall reduoe 

the di6triot's baseline funding per weighted stuaent unit by fifteen peroont of tho 

amount BY 1Nhioh the distriot's Baseline funding per wei!')hted student unit eKooeds 

ttte payment per weighted student unit tor the 2021 22 sohool year. For oaoh 

year thereafter, the reduction peFGentage is inareased by an additional fifteen 

percent. Ho•1,1e1,•er, the distriot's baseline funding per weighted student unit, aJter 

ttte reduotion, may not be less than the payment per weighted student unit 

pro•.-idcd in suBseotion a. 
a. a. For the 2021 22 oohool year, the superintendent shall oalo1:1late state aid as the 

greater of: 

(1) The aistriot's wei§hted student units multiplied by ten thousand one hundmd 

thirty si>< dollars; 

(2) One hundred tv.•a peroent of the district's Baseline funding per weighted 

student unit, as established in s1:1bseotion 2, multiplied by the distriot's 

weighted st1:1dent units, not to e)(Oeed the distriet's 2017 18 baseline 

weighted student units, plus an~ ... ,eighted st1:1dent units in exoess of the 
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b. 

G. 

2017 18 baseline weighted student units multiplied by ten thousand 

one hundred thirty siK dollars; or 

(3) The Elistriot's baseline funding as established in subseotion 1 less the 

amount in par:agraph 1, with the differenoe reduoed by fifteen peFOeRt and 

then tho differenoe added to the amount determined in pamgraph 1. 

For tho 2022 28 sohool year and eaoh sohool year themafter, tho superintendent 

shall oaloulate state aid as the greater of: 

(1) Tho distriot's weighted student units multiplied by ton thousand two lnmdred 

thirty setron Etollars; 

(2) One hundred two pCFeent of the distFiot's baseline funding per 'l.'0igh4od 

student 1:1nit, as establishce in subsestion 2, m1:1ltipltod by the distriot's 

weighteEI student units, not te oMoeed the distriot's 2017 18 baseline 

11.1eighted student units, f:)IY& any woighled student units in eM8866 of the 

2017 18 ba&eline weighted stuElent units multiplied by ten tt:I01,Jsand 

two hundred thirty se\len dollars; OF 

(3) The distriot's baseline funding as estaelished in subseelton 1 less the 

amount in paragraph 1, with the differenoe reduoed by thirty pereent for the 

2022 2:3 sohool year and tt:le roduetion pereentage inomasing by fifteen 

pCFeent oaoh sohool year themafter until the differonoe is reduoed to 2:ero, 

and then the differense added to the amount determined in paFagraph 1. 

The superintendent also shall adjust state aid Eletermined in this suesestien te 

ensure the amount Eloes Rot eMoeed the tmnsition maMimum as follows: 

r 2 21 8A 
. . 

~1) Fe tRe Q 22 s eel ~ear, the transition m~Imum rate Is one hunaroet 

ten peroont of the distfiet's baseline funding per weighted stuaent unit, as 

established in st:i11:l&eotion 2, multiplied by the distriot's weighted stueeAt 

units from the pre•1ious sohool year. 

(2) For the 2Q22 2:3 sohool year, tho tr:ansition m~imum r:ate is one hundred 

ten poroent of the aistriot's baseline funding per weighted student unit, as 

established in subseotion 2, murtiplied by the distriot's weighted student 

units from the pre¥ious school year. 
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(3) For the 2023 24 sohool year, tho transition maMim1:Jm rate is one hundred 

ton peroent of the distriot's baseline f1:Jnding per 1•♦1oighted student unit, as 

established in subseotion 2, plus twenty pement of the difforenoe between 

the rate t:1ndor paragraph 1 of subdivision b of U1is subseotion and 

one hundree ten peroent of the distriot's baseline fundintJ per weighted 

st1:1dent unit. The tFansition mmEimum is determined by mul-tiplying the 

transition ma:1dmum Fate, whioh may not o*oood the rate under pamgmf)h 1 

of subdi•,ision b of this s1:Jbsootion, by tho district's ~•,eighted st1:Jdont 1:Jnits 

from the pre11ious sohool year. 

(4) For the 2024 26 sohool year, the tmnsition mmdmum rate is one hundred 

ten peroent of the distriot's basefino funding per weighted stl:ldent 1:Jnit, as 

established in subseotion 2, plt:1s forty peroont of the di#orenae between the 

Fate under paragraph 1 of 61:Jbdi'lision b of this subsoetion and one hl:lnelred 

ten peroent of the distriot's baseline funding per woighteel st1:1dent t:1nit. The 

transition mmEiml:lm is determined by multiplying the tFansition ma)M11:Jm 

rate, wttioh may not e*oeod tl=le rate 1:Jnaor paragraph 1 of 01:1beivi6ion b of 

this subsootion, by tho elistrist's weigl'Ned stuelont units from u,e pre•,ioYS 

set:ioel year. 

(6) For the 2026 26 sohool year, the tr-ansition maMimum rate is one h1:1ndred 

ten peroont of tho distriot's baseline funding per weighted student unit, as 

established in subseotion 2, pll:ls si~ peroent of tho diffeFenGC between the 

rate 1:Jnaer paragraph 1 of subdi'lision b of this subseotion and one hunelrod 

ten pereent of the distriet's baseline funaing per weighted student unit. Tl:ie 

transition ffliHEimum is determined by multiplyintJ the tFansition maMimum 

r-ate, wttioh may not e*oeed tho rate under paFagFaph 1 of subdi'fision b of 

this subseotion, by the district's weighted student 1:Jniki from tho pre11ious 

sol:ioel year. 

(6) Fer the 2026 27 school year, the transition maMimum Fate is one hundred 

ten poroeAt of the distriet's baseline f1:1neling per weighted studem unit, as 

estaelishee in subseetion 2, plus eighty peroent of the differenoe between 

the rate under paragraph 1 of subdivision b of this S1:Jbseolion and 
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4. 

one hundred ton peFOent of the distriet's baseline funding per weighted 

stl:ldent unit. The transition ma>Eimum is determined by multiplying the 

transition FRa>Eimum rate, whioh may not o>Eoeed the rate uneer paragraph 1 

of subdi'lision b of this subseotion, by the distriet's weighted student units 

from the previous sehoel year. 

After eetCFmining the product in aooordanoe with suesoetion 3, the superinteneont of 

publio instruotion shall: 

a. Suetraat an am01:mt eq1:1al to siMty mills multiplied by the ta>Eable Yaluatien of the 

SGhool eOstriot, e>Eeept the amount in dollars subtraoted for ptnf,eses of this 

subdi11ision may not exeoed the proYious year's amount in dollars subtraeted for 

purposes of this subditlision ey more than twol11e poroont, adjusteel pursuant to 

soetien 16.1 27 04.3; and 

b. Subtraet an amount equal to se11enty fiYo peroent of all r-e11onue typos Hsted in 

Sl::lbdiYisions o and d of subseelion 1. Before determining U:10 deduotion fer 

se·,emy fi11e persent of all re·,enue types, tho superintendent of publio instruotion 

shall adj1:1st rcwenuos as follows: 

(1) Tuition rO'lenue shall be adjustoe as foHows: 

(a) In addition to dedusting tuition re'lenue FeGei-.•oet Gf30Sifieally for tho 

opo,=ation of an eduoational program pre·.•ided at a residential 

treatment faoility, tuition re-.•enue roooi'led for the proYision of an adult 

farm management program, and tuition r-eooi'led under an agreement 

to edueate students fFom a sof:lool distriet on an air foree base with 

funding reoeiwd thr-e1:1gh fedei;al impaet aid as diroeted eaoh ssheol 

year in paragraph a of subdi>lision e of s1:1bseetion 1, the 

superintendent of publie instrustion also shall reduoo the total tuitien 

r-eported ey the sohoel distrist by tho am01:mt of tuition re'lenue 

reoei•10d for the oduaalion of students not residing in the state and for 

whieh tne state has not enteFCd a oross eorder edueation oontraot; 

aREi 

(b) The superintendent of publis instruotien also shall reduoe the total 

tuition reported by admitting sohool distriets meeting the requirements 
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of subdi11ision e of subseotion 2 of sootion 16.1 29 12 by the amount 

of tuition revenue reooi¥ed for the education of students residing in an 

adjaoent sohool distriot. 

(2) Af.ter adjusting tuition revenue as provided in paragraph 1, the 

superintendent shall roduoe all remaining revenues from all revenue types 

by the per-oentage of mills leY-iod in 2020 by the sahool distriot for sinldng 

and interest relative to the total mills levied in 2020 by the school distriot for 

all purposes. 

6. The amount remaining after the oomputation reetuirod under subseetion 4 is the 

amount of state aid to whioh a sohool distriot is entitled, subjeot to any other statutory 

reetuiromonts or limitations. 

6. On or befOFe June thirtieth of oaoh year, the sohool board shall oertify to the 

supmintendont of publio instruotion the foml average daily memeership for tho ourront 

sohool year. 

7. For pu,poses of the oaloulation in subseotion 4, eaoh ooun~ auditor, in oollaboration 

with the sot:iool eistriots, shall report tho following to the superintendent of publio 

instru8tion on an annual basis: 

a. The amount of revenue rnoei•.•ed by oaoh sohool distriot in the oount)• during the 

previous sohool year for eaoh type of reyenue identtf.ied in subdivisions e and d of 

subseotion 1; 

b. The total number of mills levied in the preYious oalendar year by oaoh school 

distriot for all purposes; and 

o. The number of mills le·,ied in the proi.iious ealendar year by eaoh sohool distriot 

24 for sinking and interest fund purposes. 

25 Baseline funding E&labllshment Determination ef state aid. (Effeetive after 

26 June 39, 202&) 

27 1. To determine the amount of state aid payable to each district, the superintendent of 

28 public irtstruction shall establish each district's baseline funding. A district's baseline 

29 funding consists of: 

30 

31 

a. All state aid received by the district in accordance with chapter 15.1-27 during the 

2018-19 school year; 
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b. An amount equal to the property tax deducted by the superintendent of public 

instruction to determir1e the 2018-19 state aid payment; 

c. An amount equal t0 seventy-five percent of the revenue received by the school 

district during the 2017-18 school year for the following revenue types: 

(1) Revenue reporteol under code 2000 of the North Dakota school district 

financial accounting antf reporting manual, as developed by the 

swperintendent of public instruction in accordance with section 15.1-02-08; 

(2) Mineral revenue received by the scnool district througn direct allocation from 

the state treasurer and not reported under code 2000 of the North Dakota 

school district financial accounting and reporting manual, as aevelofDed by 

the superintendent of pwblic instruction in acc@rdance with section 

15.1-02-08; 

(3) Tuition rei;rorted under code 1300 of the North Dakota school district 

financial accounting and reporting manual, as developed by the 

superintender1t of public instruction in accordance with section 15.1-02-08, 

with the exception of ro•,onuo~ 

i!,__ _____ __,C~a'-'-) --'R'-""-ev.!...'e"-!.n!.la:u=e received specifically for the @peration of an educational 

program provided at a residential treatment facility, tuition~ 

~ --~-- '-"-"tb"'-1) __ Tuition received for the provision of an adult farm management 

program;; and beginning 

(c) Beginning in the: 

[1] 2023-24 school year, fifty-one percent of tuition received ynder 

an agreement to educate students from a school district or:i an au; 

force base with funding received through f~[ill impact aid; 

[2] 2024-25 school year, sixty-eight percent of tuitiof'!. receiv~ct under 

an agreement to educate ~tudents from a school district on an air; 

force base with funding received through fed~ral lrnQact a1_it 

_ _______ _.-=3,.__2025-,26 schoel year, eighty-five percent of tuition reGeived under 

an agreement to educate students from a school district on an 

air force base with funding received through federal impact ai€1, 

until the~n_g 
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[4] 2026-27 school year, and each school y.ear thereafter, whEffi-all 

tuition received under an agreement to educate students from a 

school district on an air force base with fundiAg received through 

federal impact aid must be eKoluded from the tuition ealoulation 

under this pamgraph; 

(4) Revenue from payments in lieu of ta:>ees on the elistributioA and transmission 

of electric power; 

(5) ReveAue from paymeAts in lieu of taxes on electricity generated from 

sources other than coal; and 

(6) Revenue frnm the leasing of land acquired by the United States for which 

compensation is allocated to the state under 33 U.S.C. 701 (c)(3);-aflci 

d. An amo1:.1nt equal to the total revenue received by the school district during the 

2017-18 school year for the following revenue types: 

(1) Mobile home tax revenue; 

(2) Telecommunications tax revenue; and 

(3) Revenue fmm payments in lieu of tax.es and state reimbursement of the 

homestead credit and disabled veterans credih;_an_g 

e. Beginning with the 2020-21 school year, the superintendent shall reduce the 

baseline funding for any school district that becomes an elementary district 

pursuant to section 15.1-07-27 after the 2012-13 school year. The reduction must 

be proportional to the number of weighted student units in the grades that are 

offered through another school district relative to the total number of weighted 

student units the school district 0ffered in the year before the school district 

became an elementary district. The reduced baseline funding applies to the 

calculation of state aid for the first school year in which the school district 

becomes an elementary district and for each year thereafter. For districts that 

become an elementary district prior to the 2020-21 school year, the 

superintendent shall use the reduced baseline funding to calculate state aid for 

the 2020-21 school year and for each year thereafter. 
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2. a. The swp>.eFintende□t small diviae the district's baseline furiding determir;ie"C:'l in 

suh>seGti©n 1 by the district's 2017-18 weigmted studer:it umfts to €feterr:nirie the 

district's baselirne ftmdimg per weig'11ted st1:1delilt unit. 

b. For aAy sch@©I district that becomes aA elementar,y district purswarit t0 section 

15.1-07--27 after tfile 2'017-1-8 sch00I year, tme superinterndeAt shall adjust the 

distrciet's baseline fwneing J1)er wei@Ated stw€1ent 1.:mit used t© oalm.Jlate state aid. 

The swj!)eriir11ter:ider:it shall divide the district's li>aseline fur:rnfirng determine@ in 

su0se·cti0n 1 by tf;ie c.f istr,ict's weigmted stwclent umits after the school <lfistrict 

bec0mes am elenneritary district t© d:eteFmirre tl:Je distrh;:t~s adjuste_d baselin·e 

fumelir:ig !!)er weigrnted stiud.emt unit The superir.1ter-l€fel'lt shall use the <ilistfict's 

adjusted baselir.ie fuAGiiRg per weighte€1 stwCll.ent u.rnit in tme calGtJlati0F1 @f state aid 

f0r the first scho©I year im which tfil.e sclilo.@I district becomes an elememtary 

<lfistriict arid f©r each year thereafter. 

c. Be:~inming witlil the 2021-22 scln©ol year and f0r eac;:h sGl;i@ol year thereafter, the 

SWflYeriinteFl<ifemt sf:lall relll□ee t"1e district's li>aseline fuAdirrig per weigAtecl student 

unit. e:ach year tt-ie suJi)eriAtenee1r1t sha:11 calcmlate the am0t.1mt by which the 

Glistr.iet's lilaselime fuA€1irn@ p>e.r weigliite€1 stuGient UAit excee<ils tme paymemt per 

weigAte€f stU"deAt wrrit (i)roX'icled iA swbseetior;i 3. The supierintel'lcleAt st.tall redtice 

t"1e district's baseline furndin9 per weighte€1 studer.it umit liJy fifteel'l p-er.cer;it of the 

am@1.mt by which the district's baseline funcding per wei~hte€f sttJ<lfeAt umit exceeds 

ti'le payrn.ent per wei~lilted sttulfemt wmit f©r the 2021--22 s€"1@©1 year. For each 

year tlilere·atter., tne re<ilucti©A per:cemtage is increase€! by an aclcditl0Aal fifteen 

Ji)er:€emt. H@weN'er, the €fistrict's b.aseliAe f□fldirrg per weighted st1:1demt urait, after 

tlile reG:lwetiom, may met be less tf;1an trne paymel'lt per weighted st1:1€fer.it ur,iit 

provided ir,i subse.etiori 3. 

3. a. For the 20~1-22 scho0I year, the sujl)erirntencdent shall calculate state aid as tme 

greater 0f: 

(1) n1e district's weimhteGI stu€ferat wnits multipli.Er<if by ten thousaRd <Dl'le hwnar:ed1 

thirfy-si,x d@llars; 

(2) One l'inmdre.d two percerat of tl;ie distr,ict's baselin.e funding per weignted 

student unit, as esta:01ished il'l swbs·ecti0ri 2, multiplied by the Glistrict's 
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weighted student units, not to exceed the district's 2017-18 baseline 

weighted student units, plus any weighted student units in excess of the 

2017-18 baseline weighted student units multiplied by ten thousand 

one hundred thirty-six dollars; or 

(3) The district's baseline funding as established in subsection 1 less the 

amount in paragraph 1, with the difference reduced by fifteen percent and 

then the difference added to the amount determined in paragraph 1. 

b. For the 2022-23 school year and each school year thereafter, the superintendent 

shall calculate state aid as the greater of: 

(1) The district's weighted student units multiplied by ten thousand two hundred 

thirty-seven dollars; 

(2) One hundred two percent of the district's baseline funding per weighted 

student unit, as established in subsection 2, multiplied by the district's 

weighted student units, not to exceed the district's 2017-18 baseline 

weighted student units, plus any weighted student units in excess of the 

2017-18 baseline weighted student units multiplied by ten thousand 

two hundred thirty-seven dollars; or 

(3) The district's baseline funding as established in subsection 1 less the 

amount in paragraph 1, with the difference reduced by thirty percent for the 

2022-23 school year and the reduction percentage increasing by fifteen 

percent each school year thereafter until the difference is reduced to zero, 

and then the difference added to the amount determined in paragraph 1. 

c. The superintendent also shall adjust state aid determined in this subsection to 

ensure the amount does not exceed the transition maximum as follows: 

(1) For 1he 2021 22 sohool year, tho transition maMimum rate is ORO huAdred 

teA f:)0rseAt of the distFiot's baseline funding per weighted sludeRt unit, as 

ostaelisl=led iR subsestion 2, multiplied by the distriot's 1•♦.1eighted sluaent 

units from the prettious sohool year. 

(2) For tho 2022 23 sohool year, tho transition ma>Eimum rate is oRO hundrea 

ten pereeAt of the distriot's baseline funding per weighted srudent unit, as 
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established in subseotion 2, multiplied by tRe distriot's weighted st1::1dent 

units from the pre•.,iious sehool year. 

- -----+(..-.3)+--For the 2023-24 school year, the transition maximum rate is one hundred 

ten percent of the district's baseline funding per weighted student unit, as 

established in subsection 2, plus twenty percent of the difference between 

the rate under paragraph 1 of subdivision b of this subsection and 

one hundred ten percent of the district's baseline funding per weighted 

student unit. The transition maximum is determined by multiplying the 

transition maximum rate, which may not exceed the rate under paragraph 1 

of subdivision b of this subsection, by the district's weighted student units 

from the previous school year. 

{4}{2l For the 2024-25 school year, the transition maximum rate is one hundred 

ten percent of the district's baseline funding per weighted student unit, as 

established in subsection 2, plus forty percent of the difference between the 

rate under paragraph 1 of subdivision b of this subsection and one hundred 

ten percent of the district's baseline funding per weighted student unit. The 

transition maximum is determined by multiplying the transition maximum 

rate, which may not exceed the rate under paragraph 1 of subdivision b of 

this subsection, by the district's weighted student units from the previous 

school year. 

~ ) For the 2025-26 school year, the transition maximum rate is one hundred 

ten percent of the district's baseline funding per weighted student unit, as 

established in subsection 2, plus sixty percent of the difference between the 

rate under paragraph 1 of subdivision b of this subsection and one hundred 

ten percent of the district's baseline funding per weighted student unit. The 

transition maximum is determined by multiplying the transition maximum 

rate, which may not exceed the rate under paragraph 1 of subdivision b of 

this subsection, by the district's weighted student units from the previous 

school year. 

~ For the 2026-27 school year, the transition maximum rate is one hundred 

ten percent of the district's baseline funding per weighted student unit, as 
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4. 

established in subsection 2, plus eighty percent of the difference between 

the rate under para§raph 1 of subdivision b of this subsection and 

one hundred ten percent of the dist~ict's baseline funding per weighted 

student unit. The transition maximum is determined by multiplying the 

transition maximum rate, which may not exceed the rate under paragraph 1 

of subdivision b of this subsection, by the district's weighted student units 

from the previous sehool year. 

After determining the product in accordance with subsection 3, the superintendent of 

public instruction shall: 

a. Subtract an amount equal to sooythe_ sum of: 

11) Forty mills multiplied by the taxable valuation of resident@!, agricultural, and 

commercial property in the schGol district. For purposes of this paragraph. 

"taxable valuation" means, for taxable year 2023, the 2022 taxable valuation 

of the school district. and for taxable year 2024 and each year thereafter, 

the 2022 taxa_ble v--2.l!Jalion increased by five percent per year, or the actual 

mcrea_s~ m ta_x_able valuation. as compared to the previous ye_gr's taxable 

valuaJ1on calculation, whichever Is less. beginning with taxable year 2024 

and each year thereafter: and 

2 Six mills multi lied QyJt,_{3 taxable valuation of centrally assessed property 

in the school district; and 

b. Subtract an amount equal to seventy-five percent of all revenue types listed in 

subdivisions c and d of subsection 1. Before determining the deduction for 

seventy-five percent of all revenue types, tf.le superintendent of public instruction 

shall adjust revenues as follows: 

(1) Tuition revenue shall be adjusted as follows: 

(a) In addition to <ileducting tuition revenue received specifically for the 

operation of an educational pr,ogram pr0vided at a residential 

treatment facility, tuition revenue received for the provision of an adult 

farm management program. and tuition received under an agreement 

to educate students from a school dist~ict cm an air force base with 

funding received through federal impact aid as directed each school 
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year in paragraph 3 of subdivision c of subsection 1, the 

superintendent of public instruction also shall reduce the total tuition 

reported by the school dist~ict by the amount of tuition revenue 

received for the education of students not residing in the state and for 

which the state has not enterecl a cross-border education contract; 

and 

(b) The swperintendent of public instruction also shall reduce the total 

tuition reported by admitting school districts meeting the requirements 

of subdivision e of subsection 2 of section 15.1-29-12 by the amount 

of tuition revenue reGeived for the education of students residing in an 

adjacent school district. 

(2) After adjusting tuition revenue as provided in paragraph 1, the 

superintendent shall reduce all remaining revenues from all revenue types 

by the per:centage of mHls levied in aoa92-022 by the school district for 

sinking and interest relative to the total mills levied in ~ 2Q22 by the 

school district for all purposes. 

5. The amount remaining after the computation required under sabsection 4 is the 

amount of state aid to which a school district is entitled, subject to any other statutory 

requirements or limitations. 

6. On or bef0r:e June thirtieth of each year, the school board shall certify to the 

swperintendent of public instruction the final average daily membership for the current 

school year. 

7. For purposes of the calculation in subsection 4, each county auditor, in collat>oration 

with the scMool districts, shall rer;iort the following to the superintendent of public 

instruction on afl annual basis: 

a. The amount of revenue received by each sch@ol district in the couF1ty during the 

previous school year for eaGh type of revenue identified in subdivisions c and d ofi 

subsection 1; 

b. The total number of mills levied in the previous calendar year by each school 

district for all purposes, separated by property classification: and 
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c. The number of mills levied in the previous calendar year by each school district 

2 for sinking and interest fund purposes ..§fil)ara~c;l_b,y property class1ftcaJ1on. 

3 SECTION 3. AMENDMENT. Section 15.1-27-04.2 of the North Dakota Century Code is 

4 amended and reenacted as follows: 

5 15.1-27-04.2. State aid - Minimum local effort - Determination. 

6 If a district's taxable valuation per student is less than twenty percent of the state average 

7 valuation per student, the superintendent of public instruction, for purposes of determining state 

8 aid in accordance with subsection 4 of section 15.1-27-04.1, shall uliliie an amount equal to 

9 ~ educt the sum of the following: 

1 0 1. __Epcy mills times twenty percent of the state average valuation of res1derit.@L 

11 agncultural. and commercial property per student multiplied by the number of weighted 

12 student units in the district and 

13 2. Sixty mills t,mes twenty pe_rce_m of the state averag~ valuation of centrally assessed 

14 ~rty_g_~r. stt1dent multiplied .QY tillUlurnber of_werghted_§tudent_ unit_s rn t~ distrig. 

15 SECTION 4. AMENDMENT. Subsection 1 of section 57-02-08.1 of the North Dakota 

16 Century Code is amended and reenacted as follows: 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

1. a. Any person sixty-five years of age or older or permanently and totally disabled, in 

the year in which the tax was levied, with an income that does not exceed the 

limitations of subdivision c is entitled to receive a reduction in the assessment on 

the taxable valuation on the person's homestead. An exemption under this 

subsection applies regardless of whether the person is the head of a family. 

b. The exemption under this subsection continues to apply if the person does not 

reside in the homestead and the person's absence is due to confinement in a 

nursing home, hospital, or other care facility, for as long as the portion of the 

homestead previously occupied by the person is not rented to another person. 

c. The exemption must be determined according to the following schedule: 

(1) If the person's income is not in excess of twenty twofifly thousand dollars, a 

reduction of one hundred percent of the taxable valuation of the person's 

homestead up to a maximum reduction of fiveniM thousand siK hundred 

twenty fi•.ie dollars of taxable valuation. 
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(2) If the person's income is in excess of twenty twof!fly thousand dollars and 

not in excess of twenty si:JE~eventy-five thousand dollars, a reduction of 

eigRty!.ifty percent of the taxable valuation of the person's homestead up to 

a maximum reduction of four thousand five hundred dollars of taxable 

valuation. 

(a➔ If tl=lo peFGen's inoome is in oMGess of twenty si:JE tt:1ousand doHars and not in 

e:JEoess of thirty thousand dollars, a reduotion of sixty pereent of the tmEable 

valuation of tho person's homestead up to a maMimum reeuotion of three 

thousand tAree hundred se•vorrty fi•vo dollars of ta:JEable valuation. 

(4) If tho peFSon's inoome is in eMGess of thirty thousand- dollars ancl not in 

e>Eoess of thirty four tl=lousand dollars, a reduslion of fort)' perecnt of the 

laJEable 'valuation of the person's l=lomostead up to a maJEim1:1FA reduotion of 

\'110 tAousand two h1mdred fifty dollars of taJEablo •valuation. 

{6) If tt:io poFGon's inoome is in eJEoess of thirty fom thousane dollars and not in 

EHEoess of thirty eight thousand dollars, a rnduetion of t\Yen'Y peroent of tl=lo 

ta>Eable >.iatuatien of the person's t:iomestead up to a maMimum red1:1otion of 

one thoosane eno hundred tlNenty fiye dollars of laMablo •valuation. 

(6) If the person's ineomo is in eMoess of thirty eight th01:mand dollars and not in 

eJE006s of fort)' two thousand elollars, a reduotion of ten J>Croont ef the 

laMable '1ah:1alion of tho person's homestead up to a mmEim1:Jm rod1:Jetion of 

fi-.•e l=lundr-od si~ three dollars of ta><able 'laluation. 

d. Persons residing together, as spouses or when one or more is a dependent of 

another, are entitled to only one exemption between or among them under this 

subsection. Persoris residin!!J together, who are not spowses or dependents, who 

ar:e co-owners of the property are each entitled to a percentage of a full 

exemption under this subsection equal to their ownership interests in the 

property. 

e. This subsection does not reduce the liability of any person f0r special 

assessments levied upon any property. 
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f. Any person claiming the exemption under this subsection shall sign a verified 

statement of facts establishing the person's eligibility. Any income information 

contained in the statement of facts is a confidential record. 

g. A peFson is ineligible foF the m<emptien under this subseolion if the ¥alue ef the 

assets of tho poFson and any dependent residing with tho poFson eJEoeoas fit.ie 

hundFed thousand dollaFs, inoluding tho ¥alue of any assets dit.iested wi0=1in tho 

last throe years. 

--- -+h-.- The assessor shall attach the statement filed under subdivision f to the 

assessment sheet and shall show the reduction on the assessment sheet. 

hh. An exemption under this subsection terminates at the end of the taxable year of 

the death of the applicant. 

i. A person who ,s eligible tor an exemphon under this subsectiolJ....§ eligible to 

receive a full or partial exemption under this subsection based...QD the date of 

sut201ission of the verified statement of facts r~ und~r subdiv1s10n f. If the 

ru1rsQn submits the verified statement of facts: 

________ 1~~B~F __ e,~.b~,ru. a[YJ!rst ol \h!i..C!:l.frent taxable year. the person is eligible for the full 

exemption under this subsect!.Qn. 

(2) After February first of the current taxa.Q!uear and no later than November 

19 fi_fth of the current taxable year, the person is eligible to receive a pro rata 

20 s.hare of the exemption under this subsect1QI1..Io claim a pro rata share of 

21 the exernru1on ui::id§.!:. this subsection. the person shall submit the verified 

22 statem®l_Qf facts by the f ,tth day of the month preceding the first full month 

23 of the P.rorated ex@llili.on. "(he tax commissioner shall calculate the pro rata 

24 share of the exemption_based on the number of month~ remaining in the 

25 taxable year. beginning the month after the verlfi~d statement of facts is 

26 timely submitted. 

27 SECTION 5. AMENDMENT. Section 57-15-01 of the North Dakota Century Code is 

28 amended and reenacted as follows: 

29 57-15-01. Levy in specific amounts - Exceptions. 

30 With the exception of special assessment taxes and such general taxes as may be 

31 definitely fixed by law, all state, county, city, township, school district, and park district taxes 
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1 must be levied or voted in specific amounts of money. for purposes of communicating w1thJtig 

2 J:llib_li9...and comparing the amount levied 111 the current taxable year to tti_e amo11_11t levied in the 

3 pre9fil!ing_ t~~!:>l~.ID:. @><ing districts shall express levies in term~ ot_pglJ~rs rather than mills. 

4 SECTION 6. ~MENDMENT. Section 57-15-01 .1 of the Nmth Dakota Century Code is 

5 amended and reenacted as follows: 

6 57-15-01.1. Protection of taxpayers and taxing distr,icts. 

7 Each taxin@ district may levy tne lesser of the amount in dollars as certified in the budget of 

8 the governing body, or the amount in dollars as all0wed in this section, subject to the following: 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

1. No taxing district may levy more taxes expressed in dollars than the amounts allowed 

by this section. 

2. For purposes of this section: 

a. "Base year" means the taxing district's taxable year with the highest amount 

levied in dollars in pmperty taxes of the three taxable years immediately 

preceding the budget yeari: 

b. "Budget year" means the taxing district's year for which the levy is being 

determined under this sectioni .,_ 

c. "Calculated mill rate" means the mill rate that results from dividing the base year 

taxes levied by the sum of the taxable value of the taxable property in the base 

year plus the taxable value of the j;>roperty exempt by local discretion or 

charitable status, calculated in the same manner as the taxable p~0pertyt-aA9, 

d. "Property exempt by local discretion or charitable status" means property 

exempted from taxation as new or expanding businesses under chapter 40-57.1; 

improvements to property under chapter 57-02.2; or buildings belonging to 

institutions of public charity, new single-family residential or townhouse or 

eondominium property, property used for early childhood services, or pollution 

abatement improvements under section 57-02-08. 

;.._ __ ....,e=·--"T.axing district" means any political subdivision, other than a school district. 

empowered by law tQ levy taxes. 

3. A taxing distfict may elect to levy the amount lev.ied in dollars in the base year. Any 

levy under this section must be specifically appr<l.lved by a resolution approved by the 
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governing body of the taxing district. Before determining the levy limitation under this 

section, the dollar amount levied in the base year must be: 

a. Reduced by an amount equal to the sum determined by application of the base 

year's calculated mill rate for that taxing district tm the final base year taxable 

valuation of any taxable property and property exempt by local discretion or 

charitable status which is not incl1Jded in the taxing district for the budget year but 

was included in the taxing district for the base year. 

b. Increased by an amount equal to the sum determined by the application of the 

base year's calculated mill rate for that taxing district to the final budget year 

taxable valuation of any taxable property or property exempt by local discretion or 

charitable status which was not ineluded in the taxing district for the base year 

but which is included in the taxing district for the budget year. 

c. Reduced to reflect expired temporary mill levy increases authorized by the 

electors of the taxing district. For purposes of this suheii;ision, aA eMpired 

temporary mill le·')' inorease does not inoh,10O a sohool distriot goner-al fund mill 

r-ato eMeeoding one hundred ten mills whioh Ras oMpired er has net received 

appre\<al of electors for an eMtension uneer subsoeUon 2 of seotion 67 64 oa. 
a. Reeuoed by the amount of state aid under chapter 16.1 27, whieh is determined 

by multiplying the budget year tmmble ·.ialuation of the sohool di~riot by tho 

lessor of the base year mill Fate of the sohool eistriot mim:1s siHty mills or fifty 

mills, if the ease year is a tmmble year bok>re 201 a. 
4. In addition to any other levy limitation factor under this section, a taxing district may 

increase its levy in dollars t0 reflect new or incr-eased mill levies authorized by the 

legislative assembly or authorized by the electors of the taxing district. 

5. Under this section a taxing district may supersede any applicable mill levy limitations 

otherwise providecf by law, or a taxing district may levy up to the mill levy limitations 

otherwise provided by law without reference to this section, but the provisions of this 

section do not apply to the following: 

a. Any irrepealable tax to pay bonded indebtedness levied pursuant to section 16 of 

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

of the Constitution of North Dakota. 

6. A sohool distrist shoosing to deteFmine its lo'I)' authority undeF this seotion may apply 

subsoelion 3 enly to the amount in dollaFs lei.·ioEi foF gene~al fund pUFposes under 

seotion 67 16 14 OF, if the lot;y in too base year inoluded sepaFate !'j!Onei:al h:1nd anEi 

speoial funs IO'ties under seotions 67 16 14 and 57 16 14.2, the sohool distriet may 

af)ply suesootion a to tho total amount le11ied in dollars in the base year foF both the 

general f1:1nEi ana sf)eoial t1:1ne aGoe1:1nts. Sohoel aistFist 101,•ies un(;leF any seetion o4her 

than seGlion 67 15 14 may be maee within applieable limitations b1:Jt those letJies arn 

not subjoet to subseetion a. 

7. Optional levies under this section may be used by any city or county that has adopted 

12 a home rule charter unless the provisions of the charter supersede state laws related 

13 to property tax levy limitations. 

14 SECTION 7. AMENDMENT. Subsection 1 of section 57-15-14 0.f the North Dakota Century 

15 Code is amended and reenacted as follows: 

16 
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1. Unless authorized by the electors of the school district in accordance with this section, 

a school district may not impose greater levies than those permitted under section 

57-15-14.2. 

a. In any school district having a t0tal p0pulation in excess of four thousand 

according to the last federal decennial census there may be levied any specific 

number of mills that upon reselution of the school board has be.en submitted to 

and approved by a majority of the qualified electors voting upon the question at 

any regular or special school district election. 

b. In an¥ schoo.l district having a total population of fewer than four thousand, there 

may be levied any specific number of mills that upon resolution of the school 

board has been approved by fifty-five percent of the (itualified elect©rs voting 

upon the question at any regular or special school election. 

c. After June 30, 2009, in any school district election for approval by electors of 

increased levy authority under subsection 1 or 2, the ballot must specify the 

Aumber of mills proposed for approval, and the number of taxable years for which 

that approval is to apply. After June 30, 2009, approval by electors of increased 
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levy authority under subsection 1 or 2 may not be effective for more than ten 

taxable years. 

d. The authority for a levy of up to a specific number of mills under this section 

approved by electors of a school district loefore July 1, 2009, is terminated 

effective for taxali>le years after 2015. If the electors of a school district subject to 

this subsection have not approved a levy for taxable years after 2015 of up to a 

specific number of mills under this section by December 31 , 2015, the school 

district levy limitation for subsequent years is subject to the limitations under 

seotioR 67 16 01 .1 or this section. 

e. For taxable years beginning after 2012: 

(1) The authority for a levy of up to a specific number of mills, approved by 

elect0rs of a school district for any period of time that includes a taxable 

year before 2009, must be reduced by one hunclred fifteern mills as a 

precondition of receiving state aid in acc0rdance with chapter 15.1-27. 

(2) The authority for a levy of up to a specific number of mills, approved by 

electors of a school district for any per:iod of time that does not include a 

taxable year before 2009, must be reduced by forty mills as a precondition 

of receiving state aid in accordance with chapter 15.1-27. 

(3) The authority for a levy of up to a specific number of milts, placed on the 

ballot in a school district election for electoral approval of increased levy 

authority under subdivision a or b, after June 30, ~ 2022, must be stated 

as a specific number of mills of general fund levy authority and must include 

a statement that the statutory school district general fund levy limitation is 

se\<entyflf:ty mills on the dollar of the taxable valuation of residential. 

gg__ncultur_a!, and commercial property in the school distrrct anq_ seveajy.J]Jills 

on the_doljar of taxable valuation of centrally assess~d property in the 

school district. 

f. The authority for an unlimited levy approved by electors of a school district before 

July 1, 2009, is terminated effective for taxable years after 2015. If the electors of 

a sGhool district subject to this subsection have not approved a levy of up to a 

specific number of mills under this section by December 31 , 2015, the school 
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1 CJiistrict levy limitation tor subsequent years is subject to the limitations under 

2 seetion 67 16 01 .1 or this section. 

3 SECTION 8. AMENDMENT. Section 57-15-14.2 of the North Dakota Century Code is 

4 amended and reenacted as follows: 

5 57-15-14.2. School distrfot levies. (Effeoli·1e for laJEable years through IJeeemher 31 , 

7 
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1. Tho boaFd of a sohool distFiet may let/)! a ta>< not o><eeeeing the amount in dollars that 

the sehool distriot loi.1iod for the prior year, ,:>lus tweli.io peroont and tho eollar amount 

of the adjustment roquimd in seGtion 16.1 27 04.3, up to a lov; of se¥enty mills on the 

tmmtalo •1aluation of the distriot, for any purpose related to the pro¥ision of eeuealional 

servioes. The prnoeees of this tov; must be eepositoe into the sohool eistFiGt's genoml 

fund and used in aoooreanoe with this subsootion. The prooeedo may not be 

transferred into any othoF flmd. 

2. The beara of a SOAool distriot may IC")' no moro than twel¥e mills on the kaEaele 

•.
1al1:i1ation ef the Elistriot, for misoellaneo1:10 f:JUrposes and eMpenoes. The f}roeeods of 

tt=tis le•r,· m1:1st eo eef;)osited into a speoial fund known as the misoellaneol:J6 J1:1nd and 

used in aooordanoe with this subseotion. Tho prooeods may not be transfol'f8a into 

any other fuAd. 

a. The board of a sohool eistriot may le")' no more than tluee mills on the t-a:Maele 

110luation of the aistrist for deposit into a sposial reserve funet, in aooorelanoe witR 

GAapter 57 19. 

4. The board of a SGhool distriot may lo•,-,· no more than the number of mills neoessary, 

on the taMaele ·1aluation of the district, for the payment of t1:1ition , in aooordanoe with 

seotion 16.1 29 Hi. Tt:io proaeeds of this le·,y must be deposited into a spesial fund 

kAown as tho t1:Jilion fund and oooel in aooordanoe with this s+.1bseotion. Tho prooeoas 

may not be transferree into aAy other hmd. 

5. Tho boare of a sshool aistriot may lei.-y no mom than fi•1e mills on the taMablo 11aluation 

of the Elistriot, p1:Jrs1:Jant to sestion 67 15 1 S.1, for pur:poses of de•.·eloping a oot=tool 

safely plan in aooordanee witt:i seelion 16.1 09 60. The prneeeds of this le•rt must be 

deposited into a speoial fund known as the sohool safety plan fmTd and tJSed in 

aooordanoe with this subseotion. 
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6. Nothing in this seotion limits the board of a sohool distriot from le¥)'ing: 

a. Mills for a b1:Jilding fund, as permitted in seotions 16.1 00 49 and 67 16 16; and 

b. Mills neoessary to pay prinoipal and interest on the bonded debt of the aistriot, 

inoluaing the mills necessary to pay principal and interest on any bof'.ldod debt 

inourree under seotion 67 16 17 .1 before July 1, 201 a. 
Saheel dlstrlel le¥1es. (Effeoli\•e for taxable years heginnlng after DeeemliJer 31 , 2924) 

1. a. The b0ard of a seh0ol district may levy a tax not mroeeaingtor the school district's 

local contribution tQll)e cost§. of education which may not exceed the amount in 

dollars that the sehool aiotriot le•1ied for the prior year, plus twol•1e J:)eroent, up 

tewoufd be generated '2Y a levy of se•1enty~ 

_ ____ ...._(..,_,1 ),__..,_F__,,o'-'-'rty'J. mills on the taxable valuaticm of residential, agricultural. and 

commercial propert¥.i0Jhe district, for any purpose related to the pro,.•ision 

of eduoational seF¥ioos. For purposes of this paragraph, "taxable valuation" 

means, for taxable year 2023, the 2022 taxable_valuation of the school 

~trict. and for taxable year 2024 and each year thereafter, the 2022 

taxable yaluation increased by five percent per year, or the actlli!l increase 

jn taxable valuation. as co_mpared to the previous year's taxable valuation 

calculation. whichever is less, beginning with taxable year 2024 and each 

year thereafter. 

(2) Sixty mills on the taxable valuation of ce11trally assessed prQQ.erty 1n the 

district. 

~ - -=b!.... _ The pr.oceeds of this levy must be deposited into the school district's general fund 

and may be used in aoeeFdanoe with this subseotieAfor al}y moses related to 

the_provision of educational services. The proceeds may not be transferred into 

any other fund. 

2. lhe _board of ~ school district may levy no more than ten mills on _the taxable valuation 

of the district, for any purpose related to the_Qrovision_gf educational services. The 

proceeds of this ~must be deposited mto the school district's general fund and 

!!§...El.9 in ac;cordance with this subsection. The proceeds may not be transferred into 

any otn..~! fund. =-~--~-----------~~----~~~--.! 
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3. The board of a school district may levy n0 more than twelve miJls on the taxable 

valuation of the district, for miscellaneous purposes and expenses. The proceeds of 

this levy must be deposited into a special fund known as the miscellaneous fwnd and 

used in accordance with this subsection. The proceeds may not be transferred into 

any other fund. 

6 &4, The board of a school district may levy no more than three mills on the taxable 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

valuation of the Glistrict for deposit into a special reserve fund, in accordance with 

chapter 57-19. 

+.5. The board of a school district may levy no more than the number of mills necessary, 

on the taxable valuation of the distrfct, for the payment of tuition, in accordance w~th 

section 15.1-29-15. The proceeds of this levy must be deposited into a special fund 

known as the tuition fund and used in accordance with this subsection. The proceeds 

may n0t be transferred into any other fur:td. 

S:-6. The boa~d of a school district may levy no more than five mills on the taxable valuation 

of the district, pursuant to section 57-15-15.1, for purposes of developing a school 

safety plan in accordance with section 15.1-09-60. The proceeds of this levy must be 

deposited into a special fund known as the school safety plan fund and used in 

accordance with this subsection. 

19 6-:7. Nothing in this section limits the board of a scho0I district fr.om levying: 

20 

21 

a. Mills for a building fund, as permitted in sections 15.1-09-49 and 57-15-16; and 

b. Mills necessary to pay principal and interest on the bonded debt of the district, 

22 including the mills necessary to pay principal and interest on afly bor,ided Gle!Dt 

23 incurred under section 57-15-17 .1 before July 1, 2013. 

24 SECTION 9. AMENDMENT. Subdivision c of subsection 1 of section 57-20-07.1 of the 

25 North Dakota Century Code is amended and reenacted as follows: 

26 

27 

28 

29 

30 

c. Pro¥ideFor tax statements to be mailed to an owner of a residential. agricultural. 

or commercial_p_;;ucel of land. provide informati@n identifying the property tax 

savings provided by the state of North Dakota. The tax statement must include a 

line item that is entitled "legislative tax relief" and iclentifies the dollar amount of 

property tax savings realized !Dy the taxpayer under chapter 50-34 for taxaole 
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years before 2019, chapter 50-35 for taxable years after 2018, and chapter 

15.1-27. 

(1) For purposes of this subdivision, legislative tax relief under chapter 15.1-27 

is determined by multiplying the taxable value for the taxable year for each 

parcel shown on the tax statement by the number of mills of mill levy 

reduction grant under chapter 57-64 for the 2012 taxable year plus the 

m1mbor of mills determined by subtracting from the 2012 taMable year mill 

rate of the sohool distriot in whioh the parool is looatod the lesser of: 

(a) fiftySeventy mills; or 

(b) The 2012 taxable year mill rate of the school district minus SHQyforty 

mills. 

(2) Legislative tax relief under chapter 50-35 is dete~mined by multiplying the 

13 taxable value for the taxable year for each parcel shown on the tax 

14 statement by the number of mills of relief determined by dividing the amount 

15 calculated in subsection 1 of section 50-35-03 for a human service zone by 

16 the taxable value of taxable property in the zone for the taxable year. 

17 SECTION 10. AMENDMENT. Subsection 1 of section 57-38-30.3 of the North Dakota 

1 8 Century Code is amended and reenacted as follows: 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

1. A tax is hereby imposed for each taxable year upon income earned or received in that 

taxable year by every resident and nonresident individual, estate, and trust. 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 proforma return in 0rder 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 ct 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 surviviAg spouse. 
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1 If North Dakota taxable income is: 

2 Over Not over The tax is equal to Of amount over 

3 $0 $37,460 1.10% $0 

4 $37,460 $90,760 $411 .96 I 2.04% $37,460 

5 $00,7SO $189,300 $1 ,499.27 I 2.27% $90,760 

6 $189,300 $411,600 $3,736.36 I 2.64% $189,300 

7 $111 ,600 $9,602.44 I 2.90% $111 ,600 

8 $0 ~44,725 $0.0Q + 0.00°0 $Q 

9 725 $108,325 ~0.00 + 2.04°0 44.Z~ 

10 $108.325 $225,975 $1.297.44 + 2.27'}o $108_.325i 

11 225 975 491,3~0 $3,968.10 + 2.64°0 - ~59.1§ 

12 74.00 + 2.90°1
~ $491..d50 

13 b. Married filing jointly and surviving spouse. 

14 If North Dakota taxable income is: 

15 Over Not over The tax is equal to Of amount over 

16 $0 $62,600 1.10% $Q 

17 $62,600 $161 ,200 $688.60 I 2.04% $62,600 

18 $161 ,200 $230,460 $2,496.04 I 2.27% $161,200 

19 $230,460 $411 ,600 $4,296.02 I 2.64% $230,460 

20 $411,600 $9,074.74 I 2.90% $411,600 

21 $0 $74,750 ~O+Q.00% so 
22 $74.750 _$.180,550 $0.00 + 2.04% $74,759 

23 180,Q~O $275,1Q0 $2,15t,l.32 + 2.27°0 srno,sso 

24 275,100 81,350 $4,304.61 + 2.64~0 ~275, 100 

25 ~1~~5Q $1Q,013.61 + 2.90% $491,350 

26 C. Married filing separately. 

27 If North Dakota taxable income ls: 

28 Over Not over The tax is equal to Of amount over 

29 $0 131 ,300 1.10% $0 

30 $31,300 $76,600 $314.30 I 2.04% $31 ,300 

31 $75,600 $115,225 $1 ,248.02 I 2.27% $76,600 
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1 $116,226 $206,760 $2,147.61 I 2.84% $116,226 

2 $206,760 $4,637.37 I 2.90% $206,760 

3 -- :l;37,375 :l?0 + 0,00°0 $0 

4 __$37,.37.5 ~90,275 ~0.00 + 2.04°0 $3Z,375 

5 ~137,550 S1 ,Q79.16 + 2.21°0 i90,275 

6 i245,675 ~2.152.30 + 2 .64°.1, ~1J7,550 

7 $245 675 ~5,006.80 + 2.90°0 $24§,p75 

8 d. Head of household. 

9 If North Dakota taxable income is: 

10 Over Not over The tax is equal to Of amount over 

11 $0 $60,200 1.10% $0 

12 Se0,200 $129,600 $ee2.20 I 2.04% Sf;0,200 

13 $129,600 $209,860 $2,171 .06 I 2.27% $129,800 

14 $209,860 $411,600 $a,Q93.64 I 2.64% $200,860 

15 $411,600 $9,317.20 I 2.90% $411,600 

16 0 i59,950 ~o + 0.00% ~Q 

17 59 950 i154,75Q $0.00 + 2,04°0 ~~59 
18 i1s4,750 $250~Q ~1.933.92 + 2.27°0 S154,75Q 

19 250 550 491.350 4 108i58 + 2.64% s250,sso 

20 $491,350_ --- ll;10,465.70 ± ~.90% $491,350 

21 e. Estates and trusts. 

22 If North Dakota taxable income is: 

23 Over Not over The tax is equal to Of amount over 

24 $0 $2,500 1.10% $0 

25 $2,600 $6,900 $27.50 I 2.04% $2,600 

26 $6,900 $9,060 $96.86 I 2.27% $6,00Q 

27 $9,060 $12,300 $168.37 I 2.64% $9,060 

28 $12,300 ~54.17 I 2.90% $12,300 

29 io $3,000 ~0 + Q.00~o so 
30 $3,000 ~7,050 io.oo + 2.04% ~3,000 

31 ~7,050 ~10,750 $82.62 + 2.27% $7,050 
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MQ.750_ 

$14L65Q_ ___ _ 

--~66.61 I- 2.64.~o 

__ _j269.57 + 2.90°..2. 

$10,750 

$.14..§50 

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 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 

26 tax under this section that may be used by an individual taxpayer who is not 

27 entitled to claim an adjustment under subsection 2 or credit against income tax 

28 liability under subsection 7. 

29 SECTION 11. REPEAL. Section 15.1-27-04.3, 15.1-27-1 S.1, and 15.1-27-20.2 of the North 

30 Dakota Century Code are repealed. 
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1 SECTION 12. APPROPRIATION - HOMESTEAD TAX CREDIT PROGRAM. There is 

2 appropriated out of any moneys in the general fund in the state treasury, not otherwise 

3 appropriated, the sum of $80,000,000, or so much of the sum as may be necessary, to the tax 

4 commissioner for the purpose of paying the state reimbursement under the homestead tax 

5 credit, for the biennium beginning July 1, 2023, and ending June 30, 2025. 

6 SECTION 13. EFFECTIVE DATE. Sections 4, 6, 7, 8, and 10 of this Act are effective for 

7 taxable years beginning after December 31 , 2022. 
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Testimony on HB 1158 
Amy McBeth, Regional AVP Public Affairs, BNSF Railway 

March 24, 2023 
Senate Appropriations Committee 

BNSF Railway is opposed to the property tax provisions included in HB 1158 that would result in 
a tax increase on centrally assessed taxpayers in the state.  

In its current form, HB 1158 would provide a higher tax rate for centrally assessed property 
than for residential, agricultural and commercial property. 

There are a number of reasons to be opposed to separating centrally assessed taxpayers from 
others, but BNSF’s opposition focuses on the legal issues: Federal law prohibits inequitable tax 
treatment for railroads and there’s a court decision specific to North Dakota’s past attempts to 
unfairly tax railroads that should guide the committee’s decision. 

Given the impact on interstate commerce that individual city and state regulations of railroads 
could have, Congress has enacted laws to ensure national uniformity for regulation of rail 
transportation.  

The Railroad Revitalization and Regulatory Reform Act of 1976 (known as the 4-R Act) is one 
such law and it prohibits states from enacting taxes that discriminate against railroads. 
Similarly, under the 4-R Act, states cannot collect taxes on railroads at a tax rate that exceeds 
the rate for other commercial and industrial property. 

A 1981 decision by the U.S. Court of Appeals for the Eight Circuit Court confirmed that North 
Dakota cannot treat railroads differently than other commercial and industrial property 
taxpayers.  In the 1981 case, railroads and other centrally assessed taxpayers were subject to 
North Dakota personal property tax, but other commercial and industrial taxpayers were not. 
The Court held that this discriminatory treatment of railroads by North Dakota violated the 4-R 
Act.  

Thank you for your consideration. 

#26533



HB 1158 Testimony 

Chairman Bekkedahl and members of the Senate Appropriations Committee, for the record my 
name is Brandt Dick, North Dakota Small Organized Schools (NDSOS) Board President, and North Dakota 
Association of School Administrators Legislative Focus Group finance chair. I am here to speak in support 
of HB 1158 with some considerations for this committee.  

NDSOS and the Focus Group are supportive of the effort to provide property tax relief to the 
taxpayers of public-school districts across the state. School leaders realize that a major portion of each 
person’s property tax does go towards the amount that the state sets forth for local effort in the State 
Funding Formula – presently 60 mills or 6% of the taxable valuation of a district, and we believe 
taxpayers would benefit from the change.  

My first Superintendent job was in 2008 at HMB, and at that point public school districts could 
levy 185 mills, or 18.5% of their taxable valuation for their general fund. This then was reduced to 110 
mills, or 11%, to the present 60 mills or 6%. 

 A consideration I have for this committee is looking at page 14, line 15, and what I have titled 
the W affect for West Fargo, Watford City, and Williston as examples of three districts who have 
experienced great taxable valuation growth the last 10 years and may well continue to see growth 
moving forward. The chart shows what would happen with the proposed 5% growth index if that district 
had a 10% growth in valuation every year. By the end of 2031, using $150 million as a base taxable 
valuation, this “fictitious” W school district would have their deduction pushed down to 26.3 mills or 
2.63% of their taxable valuation, and would cost the state an additional $14.1 million compared to 
language that would deduct 40 mills converted to a dollar amount each year.  

Property tax was the most common concern I have heard from taxpayers, and HB 1158 would 
provide tax relief to those taxpayers. I urge a Do Pass for HB 1158 with the consideration to drop the 
arbitrary 5% growth factor and instead deduct 40 mills1. I stand for any questions. 

The W affect 

Year 
% 

Increase 
Baseline Year 

TV 40 mill deduction + 5% Mill Deduction Actual If 40 mill 
2022 $150,000,000 $6,000,000  40 
2023 10% $165,000,000 $6,300,000 38.2 $6,600,000 
2024 10% $181,500,000 $6,615,000 36.4 $7,260,000 
2025 10% $199,650,000 $6,945,750 34.8 $7,986,000 
2026 10% $219,615,000 $7,293,038 33.2 $8,784,600 
2027 10% $241,576,500 $7,657,689 31.7 $9,663,060 
2028 10% $265,734,150 $8,040,574 30.3 $10,629,366 
2029 10% $292,307,565 $8,442,603 28.9 $11,692,303 
2030 10% $321,538,322 $8,864,733 27.6 $12,861,533 
2031 10% $353,692,154 $9,307,969 26.3 $14,147,686 

$75,467,355 $89,624,548 

Difference $14,157,192 
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FMWF Chamber Letter of Support – Competitive Tax Structure 

March 24th, 2023 

Chairman Bekkedahl and Members of the Senate Appropriations Committee: 

For the record, my name is Cale Dunwoody, and I am the Director of Public Policy for the Fargo Moorhead 
West Fargo (FMWF) Chamber of Commerce. The Chamber's mission is to be a catalyst for economic growth 
and prosperity for businesses, members, and the greater community. On behalf of our over 1,900 members, I 
respectfully offer testimony in support of increasing North Dakota’s tax competitiveness through income and 
property tax relief. 

As you know, workforce is a major challenge facing every employer across the nation and North Dakota 
businesses are not exempt from these challenges. Our local businesses have seen firsthand the challenges of 
attracting and retaining talented individuals in the current employment and economic market. Many of the 
states across this nation are evaluating their budgets, regulations, and taxes to create a more competitive 
environment in hopes to attract and retain workers. In order to effectively compete on a national and global 
scale for workforce, the state of North Dakota must continue to evaluate its tax structure. 

We believe it is important to underscore the importance of a robust tax climate that promotes economic 
growth and prosperity. While we recognize the dichotomy amongst the state as it relates to income and 
property tax relief, we support the legislature’s willingness to compromise and bring a multi-prong tax relief 
solution to hundreds of thousands of North Dakotans. As a community that borders a high-tax and high-
regulation state like Minnesota, we see the real-world impacts of a competitive tax and regulatory structure.  

In conclusion, while every state looks to compete for workforce, our state must continue to find creative 
solutions to keep North Dakota competitive and enhance our ability to attract and retain highly skilled 
personnel. The current income and property tax proposals do exactly that by expanding opportunities and 
incentivizing individuals to remain or relocate to North Dakota.  

On behalf of our members, I would like to thank committee members for their time and would respectfully 
urge the legislature to continue supporting a positive tax climate for both property and income tax.  

Respectfully, 

Cale Dunwoody 
Director of Public Policy 
FMWF Chamber of Commerce 
Cdunwoody@fmwfchamber.com 
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23.0351.02010 
Title. 

Prepared by the Legislative Council staff for 
Senator Mathern 

March 24, 2023 

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1158 

In lieu of the amendments adopted by the Senate as printed on page 1076-1095 of the Senate 
Journal, House Bill No. 1158 is amended as follows: 

Page 1, line 1, after "A BILL" replace the remainder of the bill with "for an Act to amend and 
reenact subsection 3 of section 15.1-27-02, sections 15.1-27-04. 1 and 15. 1-27-04.2, 
subsection 1 of section 57-02-08.1, sections 57-15-01 and 57-15-01.1, subsection 1 of 
section 57-15-14, section 57-15-14.2, and subdivision c of subsection 1 of section 
57-20-07.1 of the North Dakota Century Code, relating to the determination of state aid 
payments, the homestead tax credit, information displayed on property tax statements, 
and school district levy authority; to repeal sections 15.1-27-04.3, 15.1-27-15.1, and 
15.1-27-20.2 of the North Dakota Century Code, relating to adjustments to state aid 
payments; to provide an appropriation; and to provide an effective date. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Subsection 3 of section 15.1-27-02 of the North 
Dakota Century Code is amended and reenacted as follows: 

3. On or before December fifteenth, each school district shall file with the 
superintendent of public instruction the taxable valuation and mill levy 
certifications, which must be separated by property classification. If a 
district fails to file the taxable valuation and mill levy certifications by the 
required date, the superintendent of public instruction may not forward to 
the district any state aid payments to which the district is entitled, until the 
taxable valuation and mill levy certifications are filed . 

SECTION 2. AMENDMENT. Section 15.1-27-04.1 of the North Dakota Century 
Code is amended and reenacted as follows: 

15.1-27-04.1. Baseline funding - Establishment - Determination of state aid. 
(Effestive ttueugh June 30, 2026) 

+. To determiAe the amount of state aid payable to each district, the 
superintendent of public instruction shall establish each district's baseline 
funding. A district's baseline funding consists of: 

&.- All state aid received by the district in accordance with chapter 
1 e.1 27 during the 2018 19 school year; 

&. An amount equal to the property tax dedueted by the superintendent 
of publie instruetion to determine the 2018 19 state aid payment; 

&. An amount equal to seventy fi,,e percent of the revenue reeeived by 
the school district during the 2017 18 school year for the following 
revenue types: 

fB Revenue reported under code 2000 of the ~Jorth Dalrnta school 
distriet financial aeeounting and re13orting manual, as de·1eloped 
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by the superintendent of public instruction in accordance with 
section 15.1 02 08; 

~ Mineral revenue received by the school district through direct 
allocation from the state treasurer and not reported under code 
2000 of the North Dakota school district financial accounting and 
reporting manual, as developed by the superintendent of public 
instruction in accordance ·.-.iith section 15.1 02 08; 

~ Tuition reported under code 1300 of the North Dakota school 
district financial accounting and reporting manual, as developed 
by the superintendent of public instruction in accordance with 
section 15.1 02 08, 'Nith the exception of revenue received 
specifically for the operation of an educational program provided 
at a residential treatment facility, tuition received for the 
provision of an adult farm management program, and beginning • 
in the 2021 22 school year, seventeen percent of tuition 
received under an agreement to educate students from a school 
district on an air force base with funding received through 
federal impact aid, and an additional seventeen percent of 
tuition received under an agreement to educate students from a 
school district on an air force base with funding received through 
federal impact aid each school year thereafter, until the 2024 25 
school year v.ihen sixty eight peroent of tuition received under an 
agreement to educate students from a school district on an air 
force base with funding received through federal impact aid 
must be excluded from the tuition calculation under this 
paragraph; 

f47 Revenue from payments in lieu of taxes on the distribution and 
transmission of electric power; 

f§) Revenue from payments in lieu of taxes on electricity generated 
from sources other than coal; and 

~ Revenue from the leasing of land acquired by the United States 
for which compensation is allocated to the state under 33 U.S.G. 
701 (c)(3); 

a-:- /\n amount equal to the total revenue received by the school district 
during the 2017 18 school year for the following revenue types: 

fB Mobile home tax revenue; 

~ Telecommunications tax revenue; and 

~ Revenue from payments in lieu of taxes and state 
reimbursement of the homestead credit and disabled veterans 
credit; and 

&. Beginning with the 2020 21 school year, the superintendent shall 
reduce the baseline funding for any school district that becomes an 
elementary district pursuant to section 15.1 07 27 after the 2012 13 
school year. The reduction must be proportional to the number of 
weighted student units in the grades that are offered through another 
school district relative to the total number of weighted student units 
the school district offered in the year before the school district became 
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an elementary district. The reduced baseline funding applies to the 
calculation of state aid for the first school year in \•.ihich the school 
district becomes an elementary district and for each year thereafter. 
For districts that become an elementary district prior to the 2020 21 
school year, the superintendent shall use the reduced baseline 
funding to calculate state aid for the 2020 21 school year and for each 
year thereafter. 

~ a-:- The superintendent shall divide the district's baseline funding 
determined in subsection 1 by the district's 2017 18 weighted student 
units to determine the district's baseline funding per weighted student 
lffith 

&. For any school district that becomes an elementary district pursuant to 
section 15.1 07 27 after the 2017 18 school year, the superintendent 
shall adjust the district's baseline funding per weighted student unit 
used to calculate state aid. The superintendent shall divide the 
district's baseline funding determined in subsection 1 by the district's 
weighted student units after the school district becomes an 
elementary district to determine the district's adjusted baseline funding 
per weighted student unit. The superintendent shall use the district's 
adjusted baseline funding per weighted student unit in the calculation 
of state aid for the first school year in which the school district 
becomes an elementary district and for each year thereafter. 

&.- Beginning with the 2021 22 school year and for each school year 
thereafter, the superintendent shall reduce the district's baseline 
funding per weighted student unit. Each year the superintendent shall 
calculate the amount by which the district's baseline funding per 
weighted student unit exceeds the payment per weighted student unit 
provided in subsection 3. The superintendent shall reduce the district's 
baseline funding per weighted student unit by fifteen percent of the 
amount by which the district's baseline funding per weighted student 
unit exceeds the payment per weighted student unit for the 2021 22 
school year. For each year thereafter, the reduction percentage is 
increased by an additional fifteen percent. However, the district's 
baseline funding per weighted student unit, after the reduction, may 
not be less than the payment per weighted student unit provided in 
subsection 3. 

& a-:- For the 2021 22 school year, the superintendent shall calculate state 
aid as the greater of: 

f4 The district's weighted student units multiplied by ten thousand 
one hundred thirty six dollars; 

One hundred two percent of the district's baseline funding per 
•.veighted student unit, as established in subsection 2, multiplied 
by the district's weighted student units, not to exceed the 
district's 2017 18 baseline weighted student units, plus any 
weighted student units in excess of the 2017 18 baseline 
weighted student units multiplied by ten thousand one hundred 
thirty six dollars; or 

The district's baseline funding as established in subsection 1 
less the amount in paragraph 1, with the difference reduced by 
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fifteen percent and then the difference added to the amount 
determined in paragraph 1. 

a:- For the 2022 23 school year and each school year thereafter, the 
superintendent shall calculate state aid as the greater of: 

f:l-) The district's \•.ieighted student units multiplied by ten thousand 
two hundred thirty seven dollars; 

f2t One hundred two percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, multiplied 
by the district's ·1,eighted student units, not to exceed the 
district's 2017 18 baseline weighted student units, plus any 
weighted student units in excess of the 2017 18 baseline 
weighted student units multiplied by ten thousand two hundred 
thirty seven dollars; or 

t3t The district's baseline funding as established in subsection 1 
less the amount in paragraph 1, 1.vith the difference reduced by 
thirty percent for the 2022 23 school year and the reduction 
percentage increasing by fifteen percent each school year 
thereafter until the difference is reduced to zero, and then the 
difference added to the amount determined in paragraph 1. 

e:- The superintendent also shall adjust state aid determined in this 
subseetion to ensure the amount does not exceed the transition 
maximum as follows: 

fB For the 2021 22 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, multiplied 
by the district's weighted student units from the previous school 
year. 

f2t For the 2022 23 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subseetion 2, multiplied 
by the district's weighted student units from the pre·~·ious school 
year. 

t3t For the 2023 24 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus 
t•.venty pereent of the difference between the rate under 
paragraph 1 of subdivision b of this subsection and one hundred 
ten percent of the district's baseline funding per weighted 
student unit. The transition maximum is determined by 
multiplying the transition maximum rate, which may not exceed 
the rate under paragraph 1 of subdivision b of this subsection, 
by the district's weighted student units from the previous school 
year. 

~ For the 2024 25 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus forty 
percent of the difference between the rate under paragraph 1 of 
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subdivision b of this subsection and one hundred ten percent of 
the district's baseline funding per weighted student unit. The 
transition R'laximum is determined by multiplying the transition 
R1aximum rate, 1Nhich may not exceed the rate under 
paragraph 1 of subdivision b of this subsection, by the district's 
weighted student units from the previous school year. 

f51 For the 2025 26 school year, the transition R'laXiR'IUR'I rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus sixty 
percent of the difference bet't\'een the rate under paragraph 1 of 
subdivision b of this subsection and one hundred ten percent of 
the district's baseline funding per weighted student unit. The 
transition maximuffi is determined by R'IUltiplying the transition 
R1aximum rate, which may not exceed the rate under 
paragraph 1 of subdivision b of this subsection, by the district's 
weighted student units from the previous school year. 

~ For the 2026 27 school year, the transition R'laXiR'lum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus 
eighty percent of the difference between the rate under 
paragraph 1 of subdivision b of this subsection and one hundred 
ten percent of the district's baseline funding per weighted 
student unit. The transition R1aximuR1 is deterR'lined by 
R1ultiplying the transition R1axiR'IUR'I rate, which R'lay not exceed 
the rate under paragraph 1 of subdivision b of this subsection , 
by the district's weighted student units from the previous school 
year. 

4,. After deterR'lining the product in accordance with subsection 3, the 
superintendent of public instruction shall: 

a-:- Subtract an affiount equal to sixty mills R'IUltiplied by the taxable 
valuation of the school district, except the aR1ount in dollars subtracted 
for purposes of this subdivision R1ay not exceed the previous year's 
affiount in dollars subtracted for purposes of this subdivision by more 
than twelve percent, adjusted pursuant to section 15.1 27 04 .3; and 

&. Subtract an affiount equal to seventy five percent of all revenue types 
listed in subdivisions c and d of subsection 1. Before determining the 
deduction for seventy five percent of all revenue types, the 
superintendent of public instruction shall adjust revenues as follows : 

fB Tuition revenue shall be adjusted as follows: 

fat In addition to deducting tuition revenue received 
specifically for the operation of an educational program 
provided at a residential treatffient facility, tuition re·,enue 
received for the provision of an adult farm R'lanagement 
prograffi, and tuition received under an agreeffient to 
educate students froR'I a school district on an air force 
base with funding received through federal impact aid as 
directed each school year in paragraph 3 of subdivision c 
of subsection 1, the superintendent of public instruction 
also shall reduce the total tuition reported by the school 

Page No. 5 23.0351.02010 



district by the amount of tuition revenue received for the 
education of students not residing in the state and for 
which the state has not entered a cross border education 
contract; and 

f9J The superintendent of public instruction also shall reduce 
the total tuition reported by admitting school districts 
meeting the requirements of subdivision e of subsection 2 
of section 15.1 29 12 by the amount of tuition revenue 
received for the education of students residing in an 
adjacent school district. 

~ After adjusting tuition revenue as provided in paragraph 1, the 
superintendent shall reduce all remaining revenues from all 
revenue types by the percentage of mills levied in 2020 by the 
school district for sinking and interest relative to the total mills 
levied in 2020 by the school district for all purposes. 

&- The amount remaining after the computation required under subsection 4 
is the amount of state aid to which a school district is entitled, subject to 
any other statutory requirements or limitations. 

e,- On or before June thirtieth of each year, the school board shall certify to 
the superintendent of public instruction the final average daily membership 
for the current school year. 

'+-: For purposes of the calculation in subsection 4, each county auditor, in 
collaboration with the school districts, shall report the following to the 
superintendent of public instruction on an annual basis: 

a:- The amount of revenue received by each school district in the county 
during the previous school year for each type of revenue identified in 
subdivisions c and d of subsection 1; 

&. The total number of mills levied in the previous calendar year by each 
school district for all purposes; and 

G-: The number of mills levied in the previous calendar year by each 
school district for sinl<.:ing and interest fund purposes. 

Baseline funding Establishment Determination of state aid. (Effecti'le 
after June 30, 2026) 

1. To determine the amount of state aid payable to each district, the 
superintendent of public instruction shall establish each district's baseline 
funding . A district's baseline funding consists of: 

a. All state aid received by the district in accordance with chapter 
15.1-27 during the 2018-19 school year; 

b. An amount equal to the property tax deducted by the superintendent 
of public instruction to determine the 2018-19 state aid payment; 

c. An amount equal to seventy-five percent of the revenue received by 
the school district during the 2017-18 school year for the following 
revenue types: 
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(1) Revenue reported under code 2000 of the North Dakota school 
district financial accounting and reporting manual, as developed 
by the superintendent of public instruction in accordance with 
section 15.1-02-08; 

(2) Mineral revenue received by the school district through direct 
allocation from the state treasurer and not reported under code 
2000 of the North Dakota school district financial accounting and 
reporting manual, as developed by the superintendent of public 
instruction in accordance with section 15.1-02-08; 

(3) Tuition reported under code 1300 of the North Dakota school 
district financial accounting and reporting manual, as developed 
by the superintendent of public instruction in accordance with 
section 15.1-02-08, with the exception of revenue~ 

@l Revenue received specifically for the operation of an 
educational program provided at a residential treatment 
facility, tuition~ 

.Q;u Tuition received for the provision of an adult farm 
management program.~ and beginning 

.(g} Beginning in the~ 

ill 2023-24 school year, fifty-one percent of tuition 
received under an agreement to educate students 
from a school district on an air force base with 
funding received through federal impact aid; 

!21 2024-25 school year, sixty-eight percent of tuition 
received under an agreement to educate students 
from a school district on an air force base with 
funding received through federal impact aid: 

QI 2025-26 school year, eighty-five percent of tuition 
received under an agreement to educate students 
from a school district on an air force base with 
funding received through federal impact aid;-tffittt 
tl,e: and 

!11 2026-27 school year, and each school year 
thereafter, WReR--all tuition received under an 
agreement to educate students from a school district 
on an air force base with funding received through 
federal impact aid must be excluded from the tuition 
calculation under this paragraph; 

(4) Revenue from payments in lieu of taxes on the distribution and 
transmission of electric power: 

(5) Revenue from payments in lieu of taxes on electricity generated 
from sources other than coal; and 

(6) Revenue from the leasing of land acquired by the United States 
for which compensation is allocated to the state under 33 U.S.C. 
701 (c)(3);-afle 
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d. An amount equal to the total revenue received by the school district 
during the 2017-18 school year for the following revenue types: 

(1) Mobile home tax revenue; 

(2) Telecommunications tax revenue; and 

(3) Revenue from payments in lieu of taxes and state 
reimbursement of the homestead credit and disabled veterans 
credit-: and 

e. Beginning with the 2020-21 school year, the superintendent shall 
reduce the baseline funding for any school district that becomes an 
elementary district pursuant to section 15.1-07-27 after the 2012-13 
school year. The reduction must be proportional to the number of 
weighted student units in the grades that are offered through another 
school district relative to the total number of weighted student units 
the school district offered in the year before the school district became 
an elementary district. The reduced baseline funding applies to the 
calculation of state aid for the first school year in which the school 
district becomes an elementary district and for each year thereafter. 
For districts that become an elementary district prior to the 2020-21 
school year, the superintendent shall use the reduced baseline 
funding to calculate state aid for the 2020-21 school year and for each 
year thereafter. 

2. a. The superintendent shall divide the district's baseline funding 
determined in subsection 1 by the district's 2017-18 weighted student 
units to determine the district's baseline funding per weighted student 
unit. 

b. For any school district that becomes an elementary district pursuant to 
section 15.1-07-27 after the 2017-18 school year, the superintendent 
shall adjust the district's baseline funding per weighted student unit 
used to calculate state aid. The superintendent shall divide the 
district's baseline funding determined in subsection 1 by the district's 
weighted student units after the school district becomes an 
elementary district to determine the district's adjusted baseline funding 
per weighted student unit. The superintendent shall use the district's 
adjusted baseline funding per weighted student unit in the calculation 
of state aid for the first school year in which the school district 
becomes an elementary district and for each year thereafter. 

c. Beginning with the 2021-22 school year and for each school year 
thereafter, the superintendent shall reduce the district's baseline 
funding per weighted student unit. Each year the superintendent shall 
calculate the amount by which the district's baseline funding per 
weighted student unit exceeds the payment per weighted student unit 
provided in subsection 3. The superintendent shall reduce the district's 
baseline funding per weighted student unit by fifteen percent of the 
amount by which the district's baseline funding per weighted student 
unit exceeds the payment per weighted student unit for the 2021-22 
school year. For each year thereafter, the reduction percentage is 
increased by an additional fifteen percent. However, the district's 
baseline funding per weighted student unit, after the reduction, may 
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3. a. 

b. 

C. 

not be less than the payment per weighted student unit provided in 
subsection 3. 

For the 2021-22 school year, the superintendent shall calculate state 
aid as the greater of: 

(1) The district's weighted student units multiplied by ten thousand · 
one hundred thirty-six dollars; 

(2) One hundred two percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, multiplied 
by the district's weighted student units, not to exceed the 
district's 2017-18 baseline weighted student units, plus any 
weighted student units in excess of the 2017-18 baseline 
weighted student units multiplied by ten thousand one hundred 
thirty-six dollars; or 

(3) The district's baseline funding as established in subsection 1 
less the amount in paragraph 1, with the difference reduced by 
fifteen percent and then the difference added to the amount 
determined in paragraph 1. 

For the 2022-23 school year and each school year thereafter, the 
superintendent shall calculate state aid as the greater of: 

(1) The district's weighted student units multiplied by ten thousand 
two hundred thirty-seven dollars; 

(2) One hundred two percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, multiplied 
by the district's weighted student units, not to exceed the 
di~trict's 2017-18 baseline weighted student units, plus any 
weighted student units in excess of the 2017-18 baseline 
weighted student units multiplied by ten thousand two hundred 
thirty-seven dollars; or 

(3) The district's baseline funding as established in subsection 1 
less the amount in paragraph 1, with the difference reduced by 
thirty percent for the 2022-23 school year and the reduction 
percentage increasing by fifteen percent each school year 
thereafter until the difference is reduced to zero, and then the 
difference added to the amount determined in paragraph 1. 

The superintendent also shall adjust state aid determined in this 
subsection to ensure the amount does not exceed the transition 
maximum as follows: 

(1) For the 2021 22 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, multiplied 
by the district's weighted student units from the previous school 
year. 

~ For the 2022 23 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, multiplied 
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by the district's 'Neighted student units from the previous school 
year. 

~ For the 2023-24 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus 
twenty percent of the difference between the rate under 
paragraph 1 of subdivision b of this subsection and one hundred 
ten percent of the district's baseline funding per weighted 
student unit. The transition maximum is determined by 
multiplying the transition maximum rate, which may not exceed 
the rate under paragraph 1 of subdivision b of this subsection, 
by the district's weighted student units from the previous school 
year. 

~.(21 For the 2024-25 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus forty 
percent of the difference between the rate under paragraph 1 of 
subdivision b of this subsection and one hundred ten percent of 
the district's baseline funding per weighted student unit. The 
transition maximum is determined by multiplying the transition 
maximum rate, which may not exceed the rate under 
paragraph 1 of subdivision b of this subsection, by the district's 
weighted student units from the previous school year. 

fetQl For the 2025-26 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus sixty 
percent of the difference between the rate under paragraph 1 of 
subdivision b of this subsection and one hundred ten percent of 
the district's baseline funding per weighted student unit. The 
transition maximum is determined by multiplying the transition 
maximum rate, which may not exceed the rate under 
paragraph 1 of subdivision b of this subsection, by the district's 
weighted student units from the previous school year. 

~.(11 For the 2026-27 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus 
eighty percent of the difference between the rate under 
paragraph 1 of subdivision b of this subsection and one hundred 
ten percent of the district's baseline funding per weighted 
student unit. The transition maximum is determined by 
multiplying the transition maximum rate, which may not exceed 
the rate under paragraph 1 of subdivision b of this subsection, 
by the district's weighted student units from the previous school 
year. 

4. After determining the product in accordance with subsection 3, the 
superintendent of public instruction shall: 

a. Subtract an amount equal to sooythe sum of: 

ill Forty mills multiplied by the taxable valuation of residential, 
agricultural, and commercial property in the school district. For 
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purposes of this paragraph, "taxable valuation" means, for 
taxable year 2023, the 2022 taxable valuation of the school 
district. and for taxable year 2024 and each year thereafter, the 
2022 taxable valuation increased by five percent per year, or the 
actual increase in taxable valuation, as compared to the 
previous year's taxable valuation calculation, whichever is less, 
beginning with taxable year 2024 and each year thereafter: and 

@ Sixty mills multiplied by the taxable valuation of centrally 
assessed property in the school district; and 

b. Subtract an amount equal to seventy-five percent of all revenue types 
listed in subdivisions c and d of subsection 1. Before determining the 
deduction for seventy-five percent of all revenue types, the 
superintendent of public instruction shall adjust revenues as follows: 

(1) Tuition revenue shall be adjusted as follows: 

(a) In addition to deducting tuition revenue received 
specifically for the operation of an educational program 
provided at a residential treatment facility, tuition revenue 
received for the provision of an adult farm management 
program, and tuition received under an agreement to 
educate students from a school district on an air force 
base with funding received through federal impact aid as 
directed each school year in paragraph 3 of subdivision c 
of subsection 1, the superintendent of public instruction 
also shall reduce the total tuition reported by the school 
district by the amount of tuition revenue received for the 
education of students not residing in the state and for 
which the state has not entered a cross-border education 
contract; and 

(b) The superintendent of public instruction also shall reduce 
the total tuition reported by admitting school districts 
meeting the requirements of subdivision e of subsection 2 
of section 15.1-29-12 by the amount of tuition revenue 
received for the education of students residing in an 
adjacent school district. 

(2) After adjusting tuition revenue as provided in paragraph 1, the 
superintendent shall reduce all remaining revenues from all 
revenue types by the percentage of mills levied in 2G2G2022 by 
the school district for sinking and interest relative to the total 
mills levied in 2G2G2022 by the school district for all purposes. 

5. The amount remaining after the computation required under subsection 4 
is the amount of state aid to which a school district is entitled, subject to 
any other statutory requirements or limitations. 

6. On or before June thirtieth of each year, the school board shall certify to 
the superintendent of public instruction the final average daily membership 
for the current school year. 
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7. For purposes of the calculation in subsection 4, each county auditor, in 
collaboration with the school districts, shall report the following to the 
superintendent of public instruction on an annual basis: 

a. The amount of revenue received by each school district in the county 
during the previous school year for each type of revenue identified in 
subdivisions c and d of subsection 1; 

b. The total number of mills levied in the previous calendar year by each 
school district for all purposes, separated by property classification; 
and 

c. The number of mills levied in the previous calendar year by each 
scbool district for sinking and interest fund purposes, separated by 
property classification. 

SECTION 3. AMENDMENT. Section 15.1-27-04.2 of the North Dakota Century 
Code is amended and reenacted as follows: 

15.1-27-04.2. State aid - Minimum local effort - Determination. 

If a district's taxable valuation per student is less than twenty percent of the 
state average valuation per student, the superintendent of public instruction, for 
purposes of determining state aid in accordance with subsection 4 of section 
15.1-27-04.1, shall utilize an amount equal to sixtydeduct the sum of the following: 

.1. Forty mills times twenty percent of the state average valuation of 
residential. agricultural. and commercial property per student multiplied by 
the number of weighted student units in the district: and 

b. Sixty mills times twenty percent of the state average valuation of centrally 
assessed property per student multiplied by the number of weighted 
student units in the district. 

SECTION 4. AMENDMENT. Subsection 1 of section 57-02-08.1 of the North 
Dakota Century Code is amended and reenacted as follows: 

1. a. Any person sixty-five years of age or older or permanently and totally 
disabled, in the year in which the tax was levied, with an income that 
does not exceed the limitations of subdivision c is entitled to receive a 
reduction in the assessment on the taxable valuation on the person's 
homestead. An exemption under this subsection applies regardless of 
whether the person is the head of a family. 

b. The exemption under this subsection continues to apply if the person 
does not reside in the homestead and the person's absence is due to 
confinement in a nursing home, hospital, or other care facility, for as 
long as the portion of the homestead previously occupied by the 
person is not rented to another person. 

c. The exemption must be determined according to the following 
schedule: 

(1) If the person's income is not in excess of twenty t'.vofifty 
thousand dollars, a reduction of one hundred percent of the 
taxable valuation of the person's homestead up to a maximum 
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reduction of fivenine thousand six hundred hventy five dollars of 
taxable valuation . 

(2) If the person's income is in excess of twenty tv.iofifty thousand 
dollars and not in excess of twenty sixseventy-five thousand 
dollars, a reduction of e½Jhlyfifty percent of the taxable valuation 
of the person's homestead up to a maximum reduction of four 
thousand five hundred dollars of taxable valuation. 

~ If the person's income is in excess of twenty six thousand 
dollars and not in excess of thirty thousand dollars, a reduction 
of sixty percent of the taxable valuation of the person's 
homestead up to a maximum reduction of three thousand three 
hundred seventy fii.ie dollars of taxable valuation . 

~ If the person's income is in excess of thirty thousand dollars and 
not in excess of thirty four thousand dollars, a reduction of forty 
percent of the taxable valuation of the person's homestead up to 
a maximum reduction of two thousand two hundred fifty dollars 
of taxable valuation. 

fat If the person's income is in excess of thirty four thousand dollars 
and not in excess of thirty eight thousand dollars, a reduction of 
twenty percent of the taxable valuation of the person's 
homestead up to a maximum reduction of one thousand one 
hundred twenty five dollars of taxable valuation. 

~ If the person's income is in excess of thirty eight thousand 
dollars and not in excess of forty two thousand dollars, a 
reduction of ten percent of the taxable ·,aluation of the person's 
homestead up to a maximum reduction of fi'1e hundred 
sixty three dollars of taxable valuation. 

d. Persons residing together, as spouses or when one or more is a 
dependent of another, arc entitled to only one exemption between or 
among them under this subsection. Persons residing together, who 
are not spouses or dependents, who arc co-owners of the property 
arc each entitled to a percentage of a full exemption under this 
subsection equal to their ownership interests in the property. 

e. This subsection does not reduce the liability of any person for special 
assessments levied upon any property. 

f. Any person claiming the exemption under this subsection shall sign a. 
verified statement of facts establishing the person's eligibility. Any 
income information contained in the statement of facts is a confidential 
record. 

g. A person is ineligible for the exemption under this subsection if the 
value of the assets of the person and any dependent residing with the 
person exceeds five hundred thousand dollars, including the value of 
any assets divested within the last three years . 

J:r. The assessor shall attach the statement filed under subdivision f to 
the assessment sheet and shall show the reduction on the 
assessment sheet. 
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i-:-hc An exemption under this subsection terminates at the end of the 
taxable year of the death of the applicant. 

L A person who is eligible for an exemption under this subsection is 
eligible to receive a full or partial exemption under this subsection 
based on the date of submission of the verified statement of facts 
required under subdivision f. If the person submits the verified 
statement of facts: 

ill By February first of the current taxable year, the person is 
eligible for the full exemption under this subsection . 

@ After February first of the current taxable year and no later than 
November fifth of the current taxable year, the person is el igible 
to receive a pro rata share of the exemption under this 
subsection. To claim a pro rata share of the exemption under 
this subsection, the person shall submit the verified statement of 
facts by the fifth day of the month preceding the first full month 
of the prorated exemption. The tax commissioner shall calculate 
the pro rata share of the exemption based on the number of 
months remaining in the taxable year, beginning the month after 
the verified statement of facts is timely submitted. 

SECTION 5. AMENDMENT. Section 57-15-01 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-15-01. Levy in specific amounts - Exceptions. 

With the exception of special assessment taxes and such general taxes as may 
be definitely fixed by law, all state, county, city, township, school district, and park 
district taxes must be levied or voted in specific amounts of money. For purposes of 
communicating with the public and comparing the amount levied in the current taxable 
year to the amount levied in the preceding taxable year, taxing districts shall express 
levies in terms of dollars rather than mills. 

SECTION 6. AMENDMENT. Section 57-15-01 .1 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-15-01.1. Protection of taxpayers and taxing districts. 

Each taxing district may levy the lesser of the amount in dollars as certified in 
the budget of the governing body, or the amount in dollars as allowed in this section, 
subject to the following: 

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

2. For purposes of this section: 

a. "Base year" means the taxing district's taxable year with the highest 
amount levied in dollars in property taxes of the three taxable years 
immediately preceding the budget year-;-.:. 

b. "Budget year" means the taxing district's year for which the levy is 
being determined under this section-;-.:. 
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c. "Calculated mill rate" means the mill rate that results from dividing the 
base year taxes levied by the sum of the taxable value of the taxable 
property in the base year plus the taxable value of the property 
exempt by local discretion or charitable status, calculated in the same 
manner as the taxable property~.,_ 

d. "Property exempt by local discretion or charitable status" means 
property exempted from taxation as new or expanding businesses 
under chapter 40-57.1; improvements to property under · 
chapter 57-02.2; or buildings belonging to institutions of public charity, 
new single-family residential or townhouse or condominium property, 
property used for early childhood services, or pollution abatement 
improvements under section 57-02-08. 

e. "Taxing district" means any political subdivision. other than a school 
district. empowered by law to levy taxes. 

3. A taxing district may elect to levy the amount levied in dollars in the base 
year. Any levy under this section must be specifically approved by a 
resolution approved by the governing body of the taxing district. Before 
determining the levy limitation under this section, the dollar amount levied 
in the base year must be: 

a. Reduced by an amount equal to the sum determined by application of 
the base year's calculated mill rate for that taxing district to the final 
base year taxable valuation of any taxable property and property 
exempt by local discretion or charitable status which is not included in 
the taxing district for the budget year but was included in the taxing 
district for the base year. 

b. Increased by an amount equal to the sum determined by the 
application of the base year's calculated mill rate for that taxing district 
to the final budget year taxable valuation of any taxable property or 
property exempt by local discretion or charitable status which was not 
included in the taxing district for the base year but which is included in 
the taxing district for the budget year. 

c. Reduced to reflect expired temporary mill levy increases authorized by 
the electors of the taxing district. For purposes of this subdivision, an 
expired temporary mill levy increase does not include a school district 
general fund mill rate exceeding one hundred ten mills which has 
expired or has not recei•oied approval of electors for an extension 
under subsection 2 of section 57 64 03. 

a- Reduced by the amount of state aid under chapter 15.1 27, which is 
determined by multiplying the budget year taxable valuation of the 
school district by the lesser of the base year mill rate of the school 
district minus sixty mills or fifty mills, if the base year is a taxable year 
before 2013. 

4. In addition to any other levy limitation factor under this section, a taxing 
district may increase its levy in dollars to reflect new or increased mill 
levies authorized by the legislative assembly or authorized by the electors 
of the taxing district. 
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5. Under this section a taxing district may supersede any applicable mill levy 
limitations otherwise provided by law, or a taxing district may levy up to the 
mill levy limitations otherwise provided by law without reference to this 
section, but the provisions of this section do not apply to the following: 

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

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

6. /\ school district choosing to determine its levy authority under this section 
may apply subsection 3 only to the amount in dollars levied for general 
fund purposes under section 57 15 14 or, if the levy in the base year 
included separate general fund and special fund levies under sections 
57 15 14 and 57 15 14.2, the school district may apply subsection 3 to the 
total amount levied in dollars in the base year for both the general fund and 
special fund accounts. School district levies under any section other than 
section 57 15 14 may be made 'Nithin applicable limitations but those 
levies are not subject to subsection 3. 

+: Optional levies under this section may be used by any city or county that 
has adopted a home rule charter unless the provisions of the charter 
supersede state laws related to property tax levy limitations. 

SECTION 7. AMENDMENT. Subsection 1 of section 57-15-14 of the North 
Dakota Century Code is amended and reenacted as follows: 

1. Unless authorized by the electors of the school district in accordance with 
this section, a school district may not impose greater levies than those 
permitted under section 57-15-14.2. 

a. In any school district having a total population in excess of four 
thousand according to the last federal decennial census there may be 
levied any specific number of mills that upon resolution of the school 
board has been submitted to and approved by a majority of the 
qualified electors voting upon the question at any regular or special 
school district election. 

b. In any school district having a total population of fewer than four 
thousand, there may be levied any specific number of mills that upon 
resolution of the school board has been approved by fifty-five percent 
of the qualified electors voting upon the question at any regular or 
special school election. 

c. After June 30, 2009, in any school district election for approval by 
electors of increased levy authority under subsection 1 or 2, the ballot 
must specify the number of mills proposed for approval, and the 
number of taxable years for which that approval is to apply. After June 
30, 2009, approval by electors of increased levy authority under 
subsection 1 or 2 may not be effective for more than ten taxable 
years. 

d. The authority for a levy of up to a specific number of mills under this 
section approved by electors of a school district before July 1, 2009, is 
terminated effective for taxable years after 2015. If the electors of a 
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school district subject to this subsection have not approved a levy for 
taxable years after 2015 of up to a specific number of mills under this 
section by December 31, 2015, the school district levy limitation for 
subsequent years is subject to the limitations under section 
57 15 01 .1 or this section . 

e. For taxable years beginning after 2012: 

(1) The authority for a levy of up to a specific number of mills, 
approved by electors of a school district for any period of time 
that includes a taxable year before 2009, must be reduced by 
one hundred fifteen mills as a precondition of receiving state aid 
in accordance with chapter 15.1-27. 

(2) The authority for a levy of up to a specific number of mills, 
approved by electors of a school district for any period of time 
that does not include a taxable year before 2009, must be 
reduced by forty mills as a precondition of receiving state aid in 
accordance with chapter 15.1-27. 

(3) The authority for a levy of up to a specific number of mills, 
placed on the ballot in a school district election for electoral 
approval of increased levy authority under subdivision a or b, 
after June 30, ~2022, must be stated as a specific number of 
mills of general fund levy authority and must include a statement 
that the statutory school district general fund levy limitation is 
seventyfifty mills on the dollar of the taxable valuation of 
residential, agricultural, and commercial property in the school 
district and seventy mills on the dollar of taxable valuation of 
centrally assessed property in the school district. 

f. The authority for an unlimited levy approved by electors of a school 
district before July 1, 2009, is terminated effective for taxable years 
after 2015. If the electors of a school district subject to this subsection 
have not approved a levy of up to a specific number of mills under this 
section by December 31, 2015, the school district levy limitation for 
subsequent years is subject to the limitations under section 
57 15 01.1 or this section. 

SECTION 8. AMENDMENT. Section 57-15-14.2 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-15-14.2. School district levies. (Effeetive for taxable years through 
Deeember 31, 2024) 

+. The board of a school district may levy a tax not exceeding the amount in 
dollars that the school district levied for the prior year, plus hvelve percent 
and the dollar amount of the acijustment required in section 15.1 27 04.3, 
up to a levy of seventy mills on the taxable valuation of the district, for any 
purpose related to the provision of educational services. The proceeds of 
this levy must be deposited into the school district's general fund and used 
in accordance •Nith this subsection. The proceeds may not be transferred 
into any other fund. 

~ The board of a school district may levy no more than ti.velve mills on the 
taxable •;aluation of the district, for miscellaneous purposes and expenses. 
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The proceeds of this levy must be deposited into a special fund known as 
the miscellaneous fund and used in accordance 'Nith this subsection. The 
proceeds may not be transferred into any other fund. 

~ The board of a school district may levy no more than three mills on the 
taxable valuation of the district for deposit into a special reserve fund, in 
accordance with chapter 57 19. 

4.- The board of a school district may levy no more than the number of mills 
necessary, on the taxable valuation of the district, for the payment of 
tuition, in accordance 'Nith section 15.1 29 15. The proceeds of this levy 
must be deposited into a special fund l<nown as the tuition fund and used 
in accordance with this subsection. The proceeds may not be transferred 
into any other fund. 

e-:- The board of a school district may levy no more than five mills on the 
taxable valuation of the district, pursuant to section 57 15 15.1, for 
purposes of developing a school safety plan in accordance with section 
15.1 09 60. The proceeds of this levy must be deposited into a special 
fund 1<:no·.vn as the school safety plan fund and used in accordance ·with 
this subsection. 

e-:- Nothing in this section limits the board of a school district from levying: 

a:- Mills for a building fund, as permitted in sections 15.1 09 49 and 
57 15 16; and 

&.- Mills necessary to pay principal and interest on the bonded debt of the 
district, including the mills necessary to pay principal and interest on 
any bonded debt incurred under section 57 15 17 .1 before July 1, 
~ 

School district levies. (Effective for taxable years beginning after 
December 31, 2024) 

1. -9.:. The board of a school district may levy a tax not exceedingfor the 
school district's local contribution to the costs of education which may 
not exceed the amount in dollars that the school district levied for the 
prior year, plus twelve percent, up towould be generated by a levy of 
seventy~ 

ill Forty mills on the taxable valuation of residential, agricultural, 
and commercial property in the district, for any purpose related 
to the provision of educational services. For purposes of this 
paragraph, "taxable valuation" means, for taxable year 2023, the 
2022 taxable valuation of the school district, and for taxable year 
2024 and each year thereafter, the 2022 taxable valuation 
increased by five percent per year, or the actual increase in 
taxable valuation, as compared to the previous year's taxable 
valuation calculation, whichever is less, beginning with taxable 
year 2024 and each year thereafter. 

ill Sixty mills on the taxable valuation of centrally assessed 
property in the district. 
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.b_,_ The proceeds of this levy must be deposited into the school district's 
general fund and may be used in accordance with this subsectionfor 
any purposes related to the provision of educational services. The 
proceeds may not be transferred into any other fund . 

2. The board of a school district may levy no more than ten mills on the 
taxable valuation of the district for any purpose related to the provision of 
educational services. The proceeds of this levy must be deposited into the 
school district's general fund and used in accordance with this subsection. 
The proceeds may not be transferred into any other fund. 

~ The board of a school district may levy no more than twelve mills on the 
taxable valuation of the district, for miscellaneous purposes and expenses. 
The proceeds of this levy must be deposited into a special fund known as 
the miscellaneous fund and used in accordance with this subsection. The 
proceeds may not be transferred into any other fund. 

3:-4. The board of a school district may levy no more than three mills on the 
taxable valuation of the district for deposit into a special reserve fund, in 
accordance with chapter 57-19. 

4.-~ The board of a school district may levy no more than the number of mills 
necessary, on the taxable valuation of the district, for the payment of 
tuition, in accordance with section 15.1-29-15. The proceeds of this levy 
must be deposited into a special fund known as the tuition fund and used 
in accordance with this subsection. The proceeds may not be transferred 

. into any other fund. 

&.-6. The board of a school district may levy no more than five mills on the 
taxable valuation of the district, pursuant to section 57-15-15.1, for 
purposes of developing a school safety plan in accordance with section 
15.1-09-60. The proceeds of this levy must be deposited into a special 
fund known as the school safety plan fund and used in accordance with 
this subsection. 

fr.7 . Nothing in this section limits the board of a school district from levying: 

a. Mills for a building fund, as permitted in sections 15.1-09-49 and 
57-15-16; and 

b. Mills necessary to pay principal and interest on the bonded debt of the 
district, including the mills necessary to pay principal and interest on 
any bonded debt incurred under section 57-15-17 .1 before July 1, 
2013. ' 

SECTION 9. AMENDMENT. Subdivision c of subsection 1 of section 57-20-07.1 
of the North Dakota Century Code is amended and reenacted as follows: 

c. ProvideFor tax statements to be mailed to an owner of a residential, 
agricultural, or commercial parcel of land, provide information 
identifying the property tax savings provided by the state of North 
Dakota. The tax statement must include a line item that is entitled 
"legislative tax relief" and identifies the dollar amount of property tax 
savings realized by the taxpayer under chapter 50-34 for taxable 
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years before 2019, chapter 50-35 for taxable years after 2018, and 
chapter 15.1-27. 

(1) For purposes of this subdivision, legislative tax relief under 
chapter 15.1-27 is determined by multiplying the taxable value 
for the taxable year for each parcel shown on the tax statement 
by the number of mills of mill levy reduction grant under chapter 
57-64 for the 2012 taxable year plus the number of mills 
determined by subtracting from the 2012 taxable year mill rate of 
the school district in which the parcel is located the lesser of: 

(a) fiftySeventy mills; or 

(b) The 2012 taxable year mill rate of the school district minus 
sooyforty mills. 

(2) Legislative tax relief under chapter 50-35 is determined by 
multiplying the taxable value for the taxable year for each parcel 
shown on the tax statement by the number of mills of relief 
determined by dividing the amount calculated in subsection 1 of 
section 50-35-03 for a human service zone by the taxable value 
of taxable property in the zone for the taxable year. 

SECTION 10. REPEAL. Section 15.1-27-04.3, 15.1-27-15.1, and 15.1-27-20.2 
of the North Dakota Century Code are repealed. 

SECTION 11. APPROPRIATION - HOMESTEAD TAX CREDIT PROGRAM. 
There is appropriated out of any moneys in the general fund in the state treasury, not 
otherwise appropriated, the sum of $80,000,000, or so much of the sum as may be 
necessary, to the tax commissioner for the purpose of paying the state reimbursement 
under the homestead tax credit, for the biennium beginning July 1, 2023, and ending 
June 30, 2025. 

SECTION 12. EFFECTIVE DATE. Sections 4, 6, 7, and 8 of this Act are 
effective for taxable years beginning after December 31, 2022." 

Renumber accordingly 
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ESTIMATED TAX RELIEF -
HOUSE BILL NO. 1158 

INCOME TAX RELIEF PROPOSAL 
The schedule below provides information on the estimated fiscal impact of the income tax relief proposal in Engrossed House Bill No. 1158 with Senate amendments [23.0351 .03000]. The proposal exempts taxable income in the first tax bracket from taxation. The income tax relief would result in a decrease in tax collections reducing general fund revenues for the 2023-25 biennium. The amounts reflect information provided by the Tax Department. 

Total Estimated Tax Relief - Average Annual 
2023-25 Biennium Tax Relief per Return Tax Bracket Residents Nonresidents Total Residents Nonresidents First $96,650,000 $7,580,000 $104,230,000 $219 $77 Second 129,120,000 9,880,000 139,000,000 $629 $177 Third 22,860,000 2,830,000 25,690,000 $639 $164 Fourth 10,040,000 1,660,000 11,700,000 $637 $11 1 Fifth 6 ,080,000 1,290,000 7 ,370,000 $638 $51 

Total $264 750,000 $23,240,000 $287,990,000 

RESIDENT AND NONRESIDENT INCOME TAX RETURNS AND LIABILITY The schedule below provides information on the estimated tax liability and tax returns for the 2023-25 biennium based on residents and nonresidents. The total estimated tax liability reflects the executive budget forecast with adjustments for the automation income tax credit and income tax relief proposal. 
Estimated Number of Tax Returns - Biennium Estimated Tax Liabilitv - Biennium Tax Bracket Residents Nonresidents Total Residents Nonresidents Total First 221 ,000 58,000 279,000 $116,330,000 $9,210 ,000 $125,540,000 Second 95,000 29,000 124,000 297,150,000 24,190,000 321 ,340,000 Third 17,000 10,000 27,000 126,690,000 17,280,000 143,970,000 Fourth 7,000 7 ,000 14,000 107,110,000 19 ,580,000 126,690,000 Fifth 4 ,000 10,000 14,000 322,490,000 111,720,000 434,210,000 

Total 344 000 114,000 "458 000 $969 770 000 $181 980 000 $1,151750000 

INCOME TAX BRACKETS 
The schedule below provides information on the estimated income brackets for the 2023-25 biennium based on information provided by the Tax Department. 

Tax 
Bracket 

First 
Second 
Third 
Fourth 
Fifth 

Annual Taxable Income Over 
Single Married Filing Married Filing Head of Tax Rate Filer Jointly Separately Household (Current Law) Return Return Return Return 

1.10% $0 $0 $0 $0 2.04% $44,725 $74 ,750 $37,375 $59,950 2.27% $108,325 $180,550 $90,275 $154,750 
2.64% $225,975 $275,100 $ 137,550 $250,550 2.90% $491 ,350 $491 ,350 $245,675 $491,350 

PROPERTY TAX RELIEF PROPOSAL -
SCHOOL DISTRICT MILL LEVY REDUCTION 

Qualifying 
Widow(er) 

Return 
$0 

$74,750 
$180,550 
$275,100 
$491 ,350 

The property tax relief proposal in Engrossed House Bill No. 1158 with Senate amendments [23.0351.03000] decreases school district mill levy authority by 20 mills for residential, commercial, and agricultural property providing 20 mills of property tax relief. Centrally assessed property is excluded from the mill levy reduction. This 
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property tax relief proposal is also included in Engrossed Senate Bill No. 2066. The proposal provides $203.1 million 
of property tax relief resulting in a corresponding increase in the state's share of the cost of K-12 education based 
on estimates from the Department of Public Instruction. The $203.1 million was added by the Senate to the 
Department of Public Instruction's appropriation in Senate Bill No. 2013. 

For a home with a true and full value of $200,000, the estimated tax relief of a 20 mill property tax reduction is 
$180 per year. 

PROPERTY TAX RELIEF PROPOSAL -
HOMESTEAD TAX CREDIT PROGRAM EXPANSION 

The property tax relief proposal in Engrossed House Bill No. 1158 with Senate amendments [23.0351.03000] 
expands the homestead tax credit program, which is available to North Dakota residents who meet certain income 
limits and are at least age 65. The proposal increases the income limits by replacing the current six thresholds of 
varying income levels up to a maximum of $42,000 with two thresholds, one for incomes up to $50,000 and another 
for incomes between $50,000 and $75,000. The proposal also increases the taxable value exemption from the 
current limit of $5,625 to $9,000. A taxable valuation limit of $5,625 relates to an exemption of $125,000 of true and 
full value while a taxable value exemption of $9,000 relates to an exemption of $200,000 of true and full value: 

Based on the fiscal note, the estimated cost of the homestead tax credit expansion is $64.9 million, excluding 
the renters' refund. The bill includes an appropriation of $80 million of ongoing funding from the general fund to the 
Tax Commissioner to pay for the additional credits resulting from the program expansion. Engrossed Senate Bill 
No. 2006 includes $18.9 million of ongoing funding from the general fund for the current homestead tax credit 
program before the expansion. 

Based on the statewide average property tax rate of 213 mills levied in 2021 , a qualifying taxpayer with an 
income of less than $50,000 and a home with a true and full value of $200,000 would have estimated tax relief of 
$1 ,900 per year. 
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Individual Income Tax (0% and 1.99% Plan) and Residential Property Tax 
County Comparison 

Individual Income Tax Residential Property Only 
Average Number of lOMill 15 Mill 17Mill 20Mill 
Savings Owner Occupied Average Average Average Average 

County Return Count Per Return Homes Savings Savings Savings Savings 
Adams County 954 $342 732 $44 $66 $75 $88 
Barnes County 5,002 $400 3,645 $60 $90 $102 $120 
Benson County 1,554 $319 1,336 $33 $49 $56 $65 
Billings County 257 $622 241 $125 $187 $212 $249 
Bottineau County 2,946 $435 2,108 $108 $162 $184 $216 
Bowman County 1,491 $671 956 $60 $90 $102 $120 
Burke County 1,004 $474 733 $43 $64 $72 $85 
Burleigh County 45,654 $572 27,727 $127 $190 $216 $254 
Cass County 89,217 $639 41,312 $129 $194 $220 $259 
Cavalier County 1,660 $500 1,292 $49 $73 $83 $98 
Dickey County 2,120 $388 1,552 $42 $63 $71 $84 
Divide County 915 $414 650 $66 $98 $111 $131 
Dunn County 1,646 $648 1,090 $91 $136 $155 $182 
Eddy County 1,136 $384 701 $31 $46 $52 $61 
Emmons County 1,517 $396 1,206 $45 $68 $77 $91 
Foster County 1,622 $412 1,116 $60 $90 $102 $120 
Golden Valley County 770 $397 579 $70 $105 $119 $140 
Grand Forks County 30,969 $486 15,121 $109 $164 $186 $219 
Grant County 946 $296 944 $25 $37 $42 $49 
Griggs County 983 $373 772 $31 $46 $52 $62 
Hettinger County 1,179 $462 819 $41 $61 $70 $82 
Kidder County 1,012 $396 776 $49 $73 $83 $97 
LaMoure County 1,867 $436 1,436 $34 $51 $58 $68 
Logan County 757 $376 647 $27 $41 $46 $54 
McHenry County 2,597 $399 1,921 $43 $64 $73 $85 
McIntosh County 1,255 $376 905 $39 $58 $66 $77 
McKenzie County 4,654 $782 2,963 $108 $162 $184 $216 
Mclean County 4,507 $430 3,356 $91 $137 $155 $182 
Mercer County 3,821 $480 2,937 $96 $144 $163 $192 
Morton County 15,897 $504 9,652 $101 $152 $172 $202 
Mountrail County 3,572 $553 2,131 $93 $139 $157 $185 
Nelson County 1,500 $452 996 $27 $41 $47 $55 
Oliver County 537 $435 600 $74 $111 $126 $148 
Pembina County 3,145 $476 2,162 $43 $64 $73 $85 
Pierce County 1,643 $390 1,304 $50 $76 $86 $101 
Ramsey County 5,343 $430 2,879 $84 $126 $143 $168 
Ransom County 2,479 $414 1,730 $56 $85 $96 $113 
Renville County 1,054 $428 708 $SO $74 $84 $99 
Richland County 7,372 $436 4,701 $70 $105 $119 $140 
Rolette County 3,690 $257 2,544 $18 $28 $31 $37 
Sargent County 2,070 $429 1,294 $40 $61 $69 $81 
Sheridan County 489 $321 527 $18 $27 $31 $36 
Sioux County 530 $130 477 $3 $4 $5 $6 
Slope County 117 $360 284 $8 $11 $13 $15 
Stark County 15,116 $483 8,277 $108 $162 $184 $216 
Steele County 713 $490 606 $49 $73 $83 $97 
Stutsman County 9,470 $442 5,745 $80 $121 $137 $161 
Towner County 934 $406 743 $33 $49 $55 $65 
Traill County 3,591 $456 2,447 $56 $83 $95 $111 
Walsh County 5,018 $415 3,525 $38 $57 $65 $76 
Ward County 28,910 $491 16,727 $102 $154 $174 $205 
Wells County 1,918 $406 1,354 $40 $60 $68 $80 
Williams County 16,093 $562 8,339 $124 $186 $211 $248 
Totals 34S,213 199,325 



Individual Income Tax Comparison 

3 Tier System: 0%, 1.75%, and 2.5% 

Original 3 Tier System Taxpayer 
Bracket Level Original Rate Updated Rate Return Count Net Tax Liability Net Tax Liability Savings 

1 1.10% 0.00% 558,394 $104,234,938 $0 $104,234,938 
2 2.04% 1.75% 248,824 $267,016,822 $108,977,825 $158,038,997 
3 2.27% 1.75% 52,901 $120,131,628 $77,904,388 $42,227,240 
4 2.64% 2.50% 27,090 $106,078,279 $80,255,053 $25,823,226 
5 2.90% 2.50% 28,907 $361,641,189 $301,508,983 $60,132,206 

Biennium Totals 916,116 $959,102,856 $568,646,249 $390,456,607 

Individual Income Tax Comparison 

3 Tier System: 0%, 1.85%, and 2.5% 

Original 3 Tier System Taxpayer 
Bracket Level Original Rate Updated Rate Return Count Net Tax Liability Net Tax Liability Savings 

1 1.10% 0.00% 558,394 $104,234,938 $0 $104,234,938 
2 2.04% 1.85% 248,824 $267,016,822 $115,530,241 $151,486,581 
3 2.27% 1.85% 52,901 $120,131,628 $82,524,023 $37,607,605 
4 2.64% 2.50% 27,090 $106,078,279 $83,276,295 $22,801,984 
5 2.90% 2.50% 28,907 $361,641,189 $303,370,594 $58,270,595 

Biennium Totals 916,116 $959,102,856 $584,701,153 $374,401,703 

Individual Income Tax Comparison 

3 Tier System: 0%, 1.95%, and 2.5% 

Original 3 Tier System Taxpayer 
Bracket Level Original Rate Updated Rate Return Count Net Tax Liability Net Tax Liability Savings 

1 1.10% 0.00% 558,394 $104,234,938 $0 $104,234,938 
2 2.04% 1.95% 248,824 $267,016,822 $122,096,945 $144,919,877 
3 2.27% 1.95% 52,901 $120,131,628 $87,158,622 $32,973,006 
4 2.64% 2.50% 27,090 $106,078,279 $86,312,756 $19,765,523 
5 2.90% 2.50% 28,907 $361,641,189 $305,237,329 $56,403,860 

Biennium Totals 916,116 $959,102,856 $600,805,652 $358,297,204 



Ag Land 
24% 

Property Tax - 20 Mill Buydown by Source 
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37% 
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RESIDENTIAL PROPERTY 

10 Mill Relief Per 15 Mill Relief Per 17 Mill Relief Per 20 M ill Relief Per 
County Household Household Household Household 

ADAMS $ 44.14 $ 66.20 $ 75.03 $ 88.27 
BARNES $ 59.96 $ 89.94 $ 101.93 $ 119.92 
BENSON $ 32.66 $ 48.98 $ 55.51 $ 65.31 
BILLINGS $ 124.54 $ 186.81 $ 211.72 $ 249.08 
BOTTINEAU $ 108.23 $ 162.34 $ 183.99 $ 216.46 
BOWMAN $ 60.22 $ 90.33 $ 102.37 $ 120.44 
BURKE $ 42.50 $ 63.75 $ 72.25 $ 85.00 
BURLEIGH $ 126.95 $ 190.42 $ 215.81 $ 253.89 
CASS $ 129.30 $ 193.95 $ 219.81 $ 258.60 
CAVALIER $ 48.86 $ 73.29 $ 83.06 $ 97.71 
DICKEY $ 41.95 $ 62.92 $ 71.31 $ 83.90 
DIVIDE $ 65.57 $ 98.35 $ 111.46 $ 131.13 
DUNN $ 90.96 $ 136.44 $ 154.63 $ 181.92 
EDDY $ 30.55 $ 45.82 $ 51.93 $ 61.09 
EMMONS $ 45.35 $ 68.02 $ 77.09 $ 90.70 
FOSTER $ 59.77 $ 89.66 $ 101.61 $ 119.54 
GOLDEN VALLEY $ 70.17 $ 105.26 $ 119.29 $ 140.34 
GRAND FORKS $ 109.36 $ 164.04 $ 185.92 $ 218.73 
GRANT $ 24.75 $ 37.12 $ 42.07 $ 49.50 
GRIGGS $ 30.88 $ 46.32 $ 52.49 $ 61.76 
HETTINGER $ 40.99 $ 61.49 $ 69.69 $ 81.98 
KIDDER $ 48.56 $ 72.84 $ 82.55 $ 97.12 
LAMOURE $ 34.17 $ 51.26 $ 58.09 $ 68.34 
LOGAN $ 27.03 $ 40.55 $ 45.96 $ 54.07 
MCHENRY $ 42.70 $ 64.06 $ 72.60 $ 85.41 
MCINTOSH $ 38.67 $ 58.01 $ 65.74 $ 77.35 
MCKENZIE $ 108.00 $ 162.00 $ 183.60 $ 216.00 
MCLEAN $ 91.11 $ 136.66 $ 154.88 $ 182.22 
MERCER $ 96.15 $ 144.22 $ 163.45 $ 192.30 
MORTON $ 101.07 $ 151.60 $ 171.81 $ 202.13 
MOUNTRAIL $ 92.63 $ 138.94 $ 157.47 $ 185.26 
NELSON $ 27.49 $ 41.24 $ 46.74 $ 54.98 
OLIVER $ 73.83 $ 110.75 $ 125.51 $ 147.66 
PEMBINA $ 42.75 $ 64.12 $ 72.67 $ 85.49 
PIERCE $ 50.43 $ 75.65 $ 85.73 $ 100.86 
RAMSEY $ 83.89 $ 125.83 $ 142.61 $ 167.78 
RANSOM $ 56.36 $ 84.54 $ 95.82 $ 112.73 
RENVILLE $ 49.60 $ 74.39 $ 84.31 $ 99.19 
RICHLAND $ 70.21 $ 105.31 $ 119.35 $ 140.42 
ROLETTE $ 18.35 $ 27.52 $ 31.19 $ 36.69 
SARGENT $ 40.36 $ 60.54 $ 68.61 $ 80.72 
SHERIDAN $ 18.00 $ 27.00 $ 30.60 $ 36.01 
SIOUX $ 3.00 $ 4.50 $ 5.10 $ 5.99 
SLOPE $ 7.62 $ 11.43 $ 12.96 $ 15.25 
STARK $ 108.20 $ 162.31 $ 183.95 $ 216.41 
STEELE $ 48.63 $ 72.94 $ 82.67 $ 97.26 
STUTSMAN $ 80.38 $ 120.56 $ 136.64 $ 160.75 
TOWNER $ 32.64 $ 48.95 $ 55.48 $ 65.27 
TRAILL $ 55.61 $ 83.41 $ 94.53 $ 111.21 
WALSH $ 37.95 $ 56.93 $ 64.52 $ 75.90 
WARD $ 102.43 $ 153.65 $ 174.13 $ 204.86 
WELLS $ 40.17 $ 60.26 $ 68.30 $ 80.35 
WILLIAMS $ 124.08 $ 186.13 $ 210.94 $ 248.17 
Totals $ 3,239.71 $ 4,859.57 $ 5,507.51 $ 6,479.42 



COMMERCIAL PROPERTY 

10 Mill Relief Per 15 Mill Relief Per 17 Mill Relief Per 20 Mill Relief Per 

County County County County County 

ADAMS $ 17,270.35 $ 25,905.53 $ 29,359.60 $ 34,540.70 
BARNES $ 119,331.36 $ 178,997.04 $ 202,863.31 $ 238,662.72 
BENSON $ 24,373.65 $ 36,560.48 $ 41,435.21 $ 48,747.30 
BILLINGS $ 65,082.99 $ 97,624.49 $ 110,641.08 $ 130,165.98 
BOTTINEAU $ 69,543.77 $ 104,315.66 $ 118,224.41 $ 139,087.54 
BOWMAN $ 46,589.82 $ 69,884.73 $ 79,202.69 $ 93,179.64 
BURKE $ 27,040.17 $ 40,560.26 $ 45,968.29 $ 54,080.34 
BURLEIGH $ 1,706,341.53 $ 2,559,512.30 $ 2,900,780.60 $ 3,412,683.06 
CASS $ 4,212,447.26 $ 6,318,670.89 $ 7,161,160.34 $ 8,424,894.52 
CAVALIER $ 43,828.90 $ 65,743.35 $ 74,509.13 $ 87,657.80 
DICKEY $ 44,768.86 $ 67,153.29 $ 76,107.06 $ 89,537.72 
DIVIDE $ 54,984.35 $ 82,476.52 $ 93,473.39 $ 109,968.70 
DUNN $ 129,638.88 $ 194,458.32 $ 220,386.10 $ 259,277.76 
EDDY $ 14,210.71 $ 21,316.07 $ 24,158.21 $ 28,421.42 
EMMONS $ 18,522.45 $ 27,783.68 $ 31,488.17 $ 37,044.90 
FOSTER $ 43,721.23 $ 65,581.85 $ 74,326.09 $ 87,442.46 
GOLDEN VALLEY $ 14,939.47 $ 22,409.21 $ 25,397.10 $ 29,878.94 
GRAND FORKS $ 1,151,678.66 $ 1,727,517.99 $ 1,957,853.72 $ 2,303,357.32 
GRANT $ 9,798.66 $ 14,697.99 $ 16,657.72 $ 19,597.32 
GRIGGS $ 23,047.57 $ 34,571.35 $ 39,180.87 $ 46,095.14 
HETTINGER $ 12,455.93 $ 18,683.90 $ 21,175.08 $ 24,911.86 
KIDDER $ 10,901.32 $ 16,351.98 $ 18,532.24 $ 21,802.64 
LAMOURE $ 23,643.02 $ 35,464.53 $ 40,193.13 $ 47,286.04 
LOGAN $ 7,283.70 $ 10,925.55 $ 12,382.29 $ 14,567.40 
MCHENRY $ 37,169.90 $ 55,754.85 $ 63,188.83 $ 74,339.80 
MCINTOSH $ 13,106.95 $ 19,660.43 $ 22,281.82 $ 26,213.90 
MCKENZIE $ 1,134,431.08 $ 1,701,646.62 $ 1,928,532.84 $ 2,268,862.16 
MCLEAN $ 75,156.46 $ 112,734.69 $ 127,765.98 $ 150,312.92 
MERCER $ 66,583.24 $ 99,874.86 $ 113,191.51 $ 133,166.48 
MORTON $ 523,148.77 $ 784,723.16 $ 889,352.91 $ 1,046,297.54 
MOUNTRAIL $ 400,179.70 $ 600,269.55 $ 680,305.49 $ 800,359.40 
NELSON $ 13,247.06 $ 19,870.59 $ 22,520.00 $ 26,494.12 
OLIVER $ 12,309.47 $ 18,464.21 $ 20,926.10 $ 24,618.94 
PEMBINA $ 65,738.03 $ 98,607.04 $ 111,754.65 $ 131,476.06 
PIERCE $ 33,874.22 $ 50,811.33 $ 57,586.17 $ 67,748.44 
RAMSEY $ 126,377.15 $ 189,565.73 $ 214,841.16 $ 252,754.30 
RANSOM $ 47,976.98 $ 71,965.47 $ 81,560.87 $ 95,953.96 
RENVILLE $ 13,604.45 $ 20,406.68 $ 23,127.57 $ 27,208.90 
RICHLAND $ 174,626.59 $ 261,939.89 $ 296,865.20 $ 349,253.18 
ROLETTE $ 18,429.98 $ 27,644.97 $ 31,330.97 $ 36,859.96 
SARGENT $ 42,367.10 $ 63,550.65 $ 72,024.07 $ 84,734.20 
SHERIDAN $ 5,368.50 $ 8,052.75 $ 9,126.45 $ 10,737.00 
SIOUX $ 1,144.75 $ 1,717.13 $ 1,946.08 $ 2,289.50 
SLOPE $ 2,629.10 $ 3,943.65 $ 4,469.47 $ 5,258.20 
STARK $ 828,274.14 $ 1,242,411.21 $ 1,408,066.04 $ 1,656,548.28 
STEELE $ 15,695.96 $ 23,543.94 $ 26,683.13 $ 31,391.92 
STUTSMAN $ 246,343.14 $ 369,514.71 $ 418,783.34 $ 492,686.28 
TOWNER $ 14,226.97 $ 21,340.46 $ 24,185.85 $ 28,453.94 
TRAILL $ 103,143.98 $ 154,715.97 $ 175,344.77 $ 206,287.96 
WALSH $ 54,515.19 $ 81,772.79 $ 92,675.82 $ 109,030.38 
WARD $ 1,110,092.46 $ 1,665,138.69 $ 1,887,157.18 $ 2,220,184.92 
WELLS $ 37,582.95 $ 56,374.43 $ 63,891.02 $ 75,165.90 
WILLIAMS $ 1,443,195.64 $ 2,164,793.46 $ 2,453,432.59 $ 2,886,391.28 
Totals $ 14,551,984.52 $ 21,827,976.78 $ 24,738,373.68 $ 29,103,969.04 



AGRICULTURAL PROPERTY 

10 Mill Relief Per 15 Mill Relief Per 17 Mill Relief Per 20 M ill Relief Per 

County 160 Acre Tax Bill 160 Acre Tax Bill 160 Acre Tax Bill 160 Acre Tax Bill 

ADAMS $ 30.15 $ 45.23 $ 51.26 $ 60.31 

BARNES $ 72.80 $ 109.21 $ 123.77 $ 145.61 

BENSON $ 55.64 $ 83.46 $ 94.59 $ 111.28 

BILLINGS $ 18.98 $ 28.47 $ 32.27 $ 37.96 

BOTTINEAU $ 49.92 $ 74.88 $ 84.86 $ 99.84 

BOWMAN $ 28.78 $ 43.16 $ 48.92 $ 57.55 

BURKE $ 36.90 $ 55.35 $ 62.73 $ 73.80 

BURLEIGH $ 37.79 $ 56.69 $ 64.25 $ 75.58 

CASS $ 94.00 $ 140.99 $ 159.79 $ 187.99 

CAVALIER $ 72.06 $ 108.10 $ 122.51 $ 144.13 

DICKEY $ 67.05 $ 100.57 $ 113.98 $ 134.09 

DIVIDE $ 37.49 $ 56.24 $ 63.74 $ 74.99 
DUNN $ 21.26 $ 31.89 $ 36.14 $ 42.52 

EDDY $ 44.87 $ 67.31 $ 76.28 $ 89.75 
EMMONS $ 47.42 $ 71.13 $ 80.62 $ 94.84 

FOSTER $ 63.96 $ 95.94 $ 108.74 $ 127.93 

GOLDEN VALLEY $ 23.65 $ 35.48 $ 40.21 $ 47.31 
GRAND FORKS $ 76.46 $ 114.69 $ 129.98 $ 152.91 
GRANT $ 30.24 $ 45.36 $ 51.41 $ 60.48 

GRIGGS $ 56.22 $ 84.33 $ 95.57 $ 112.43 
HETTINGER $ 40.47 $ 60.70 $ 68.79 $ 80.93 

KIDDER $ 27.40 $ 41.10 $ 46.58 $ 54.80 
LAMOURE $ 82.81 $ 124.21 $ 140.78 $ 165.62 

LOGAN $ 37.49 $ 56.23 $ 63.73 $ 74.97 

MCHENRY $ 40.81 $ 61.22 $ 69.38 $ 81.62 

MCINTOSH $ 45.18 $ 67.77 $ 76.81 $ 90.36 

MCKENZIE $ 23.29 $ 34.94 $ 39.59 $ 46.58 
MCLEAN $ 61.51 $ 92.26 $ 104.56 $ 123.01 

MERCER $ 36.16 $ 54.24 $ 61.47 $ 72.32 
MORTON $ 29.40 $ 44.10 $ 49.97 $ 58.79 

MOUNTRAIL $ 36.01 $ 54.02 $ 61.22 $ 72.02 

NELSON $ 49.43 $ 74.14 $ 84.03 $ 98.85 
OLIVER $ 32.67 $ 49.00 $ 55.53 $ 65.33 

PEMBINA $ 97.38 $ 146.08 $ 165.55 $ 194.77 
PIERCE $ 50.85 $ 76.27 $ 86.44 $ 101.69 

RAMSEY $ 53.18 $ 79.761 $ 90.40 $ 106.35 
RANSOM $ 67.66 $ 101.49 $ 115.02 $ 135.32 
RENVILLE $ 56.04 $ 84.06 $ 95.27 $ 112.08 
RICHLAND $ 92.12 $ 138.18 $ 156.61 $ 184.24 

ROLETTE $ 51.46 $ 77.20 $ 87.49 $ 102.93 
SARGENT $ 81.80 $ 122.70 $ 139.06 $ 163.60 

SHERIDAN $ 41.77 $ 62.66 $ 71.02 $ 83.55 
SIOUX $ 26.73 $ 40.10 $ 45.44 $ 53.46 
SLOPE $ 28.45 $ 42.68 $ 48.37 $ 56.90 
STARK $ 35.82 $ 53.73 $ 60.89 $ 71.63 
STEELE $ 82.51 $ 123.76 $ 140.27 $ 165.02 
STUTSMAN $ 61.16 $ 91.74 $ 103.98 $ 122.33 
TOWNER $ 60.96 $ 91.45 $ 103.64 $ 121.93 
TRAILL $ 105.43 $ 158.14 $ 179.23 $ 210.86 
WALSH $ 75.22 $ 112.83 $ 127.88 $ 150.45 
WARD $ 45.20 $ 67.80 $ 76.84 $ 90.40 

WELLS $ 65.30 $ 97.94 $ 111.00 $ 130.59 
WILLIAMS $ 37.26 $ 55.88 $ 63.33 $ 74.51 

Totals $ 2,724.56 $ 4,086.83 $ 4,631.74 $ 5,449.11 



CENTRALLY ASSESSED PROPERTY 

10 Mill Relief Per 15 Mill Relief Per 17 Mill Relief Per 20 Mill Relief Per 
County Company Company Company Company 

ADAMS $ 1,624.16 $ 2,436.24 $ 2,761.07 $ 3,248.32 

BARNES $ 5,452.38 $ 8,178.57 $ 9,269.05 $ 10,904.76 

BENSON $ 1,364.04 $ 2,046.06 $ 2,318.87 $ 2,728.08 

BILLINGS $ 3,293.50 $ 4,940.24 $ 5,598.94 $ 6,586.99 

BOTTINEAU $ 1,948.79 $ 2,923.18 $ 3,312.94 $ 3,897.58 

BOWMAN $ 3,205.20 $ 4,807.80 $ 5,448.84 $ 6,410.40 

BURKE $ 2,759.73 $ 4,139.59 $ 4,691.54 $ 5,519.46 

BURLEIGH $ 5,491.75 $ 8,237.63 $ 9,335.98 $ 10,983.50 

CASS $ 6,406.97 $ 9,610.46 $ 10,891.86 $ 12,813.95 

CAVALIER $ 3,114.28 $ 4,671.42 $ 5,294.27 $ 6,228.56 
DICKEY $ 1,447.54 $ 2,171.30 $ 2,460.81 $ 2,895.07 

DIVIDE $ 6,136.19 $ 9,204.29 $ 10,431.53 $ 12,272.39 

DUNN $ 14,787.50 $ 22,181.24 $ 25,138.74 $ 29,574.99 

EDDY $ 1,187.59 $ 1,781.38 $ 2,018.90 $ 2,375.18 

EMMONS $ 5,958.27 $ 8,937.40 $ 10,129.05 $ 11,916.53 

FOSTER $ 2,589.24 $ 3,883.86 $ 4,401.70 $ 5,178.48 
GOLDEN VALLEY $ 1,765.34 $ 2,648.02 $ 3,001.08 $ 3,530.69 
GRAND FORKS $ 5,397.20 $ 8,095.79 $ 9,175.23 $ 10,794.39 

GRANT $ 812.24 $ 1,218.36 $ 1,380.81 $ 1,624.49 

GRIGGS $ 2,473.43 $ 3,710.14 $ 4,204.82 $ 4,946.85 

HffilNGER $ 2,103.44 $ 3,155.16 $ 3,575.85 $ 4,206.88 

KIDDER $ 1,393.95 $ 2,090.92 $ 2,369.71 $ 2,787.89 
LAMOURE $ 839.16 $ 1,258.74 $ 1,426.58 $ 1,678.33 

LOGAN $ 344.92 $ 517.38 $ 586.36 $ 689.83 

MCHENRY $ 4,472.05 $ 6,708.08 $ 7,602.49 $ 8,944.11 
MCINTOSH $ 1,276.32 $ 1,914.47 $ 2,169.74 $ 2,552.63 

MCKENZIE $ 35,021.59 $ 52,532.39 $ 59,536.71 $ 70,043.19 

MCLEAN $ 1,567.76 $ 2,351.64 $ 2,665.19 $ 3,135.52 

M ERCER $ 2,364.05 $ 3,546.08 $ 4,018.89 $ 4,728.11 

MORTON $ 8,512.54 $ 12,768.81 $ 14,471.31 $ 17,025.08 

MOUNTRAIL $ 15,119.45 $ 22,679.17 $ 25,703.06 $ 30,238.89 

NELSON $ 4,094.19 $ 6,141.29 $ 6,960.12 $ 8,188.38 

OLIVER $ 878.29 $ 1,317.43 $ 1,493.09 $ 1,756.58 

PEMBINA $ 10,774.01 $ 16,161.01 $ 18,315.81 $ 21,548.01 
PIERCE $ 2,165.34 $ 3,248.01 $ 3,681.08 $ 4,330.68 

RAMSEY s 2,082.97 $ 3,124.46 $ 3,541.05 $ 4,165.94 
RANSOM $ 3,457.62 $ 5,186.43 $ 5,877.95 $ 6,915.24 

RENVILLE $ 1,064.26 $ 1,596.39 $ 1,809.24 $ 2,128.52 

RICHLAND $ 3,377.10 $ 5,065.65 $ 5,741.08 $ 6,754.21 

ROLETTE $ 369.22 $ 553.83 $ 627.67 s 738.43 

SARGENT $ 3,506.41 s 5,259.61 s 5,960.89 s 7,012.81 
SHERIDAN $ 568.05 $ 852.08 $ 965.69 $ 1,136.11 

SIOUX $ 26.88 $ 40.32 $ 45.70 $ 53.76 
SLOPE $ 1,097.48 $ 1,646.22 s 1,865.72 s 2,194.97 

STARK $ 4,S48.19 s 6,822.28 s 7,731.92 s 9,096.37 
STEELE s 3,975.06 s 5,962.59 $ 6,757.60 $ 7,950.12 

STUTSMAN s 3,993.41 s 5,990.12 s 6,788.80 $ 7,986.82 
TOWNER $ 274.44 $ 411.66 $ 466.55 $ 548.88 

TRAILL $ 1,895.71 $ 2,843.57 s 3,222.71 $ 3,791.42 

WALSH $ 3,452.24 s 5,178.36 $ 5,868.80 s 6,904.47 

WARD s 6,987.43 $ 10,481.14 $ 11,878.62 $ 13,974.85 

WELLS $ 3,648.25 $ 5,472.37 $ 6,202.02 $ 7,296.50 
WILLIAMS $ 22,968.03 $ 34,452.04 $ 39,045.65 s 45,936.06 

Totals $ 235,435.11 $ 353,152.67 s 400,239.69 s 470,870.23 



#27511

Individual Income Tax Comparison 
3 Tier System: 0%, 1.75%, and 2.5% 

Average 
Bracket Original 3 Tier System Taxpayer Savings 

Level Original Rate Updated Rate Return Count Net Tax Liability Net Tax Liability Savings Per Return 
1 1.10% 0.00% 558,394 $104,234,938 $0 $104,234,938 $187 
2 2.04% 1.75% 248,824 $267,016,822 $108,977,825 $158,038,997 $635 
3 2.27% 1.75% 52,901 $120,131,628 $77,904,388 $42,227,240 $798 
4 2.64% 2.50% 27,090 $106,078,279 $80,255,053 $25,823,226 $953 
5 2.90% 2.50% 28,907 $361,641,189 $301,508,983 $60,132,206 $2,080 

Biennium Totals 916,116 $959,102,856 $568,646,249 $390,456,607 $426 

Individual Income Tax Comparison 
3 Tier System: 0%, 1.85%, and 2.5% 

Average 
Bracket Original 3 Tier System Taxpayer Savings 

Level Original Rate Updated Rate Return Count Net Tax Liability Net Tax Liability Savings Per Ret urn 
1 1.10% 0.00% 558,394 $104,234,938 $0 $104,234,938 $187 
2 2.04% 1.85% 248,824 $267,016,822 $115,530,241 $151,486,581 $609 
3 2.27% 1.85% 52,901 $120,131,628 $82,524,023 $37,607,605 $711 
4 2.64% 2.50% 27,090 $106,078,279 $83,276,295 $22,801,984 $842 
5 2.90% 2.50% 28,907 $361,641,189 $303,370,594 $58,270,595 $2,016 

Biennium Totals 916,116 $959,102,856 $584,701,153 $374,401,703 $409 

Individual Income Tax Comparison 
3 Tier System: 0%, 1.95%, and 2.5% 

Average 
Bracket Original 3 Tier System Taxpayer Savings 

Level Original Rate Updated Rate Return Count Net Tax Liability Net Tax Liability Savings Per Return 
1 1.10% 0.00% 558,394 $104,234,938 $0 $104,234,938 $187 
2 2.04% 1.95% 248,824 $267,016,822 $122,096,945 $144,919,877 $582 
3 2.27% 1.95% 52,901 $120,131,628 $87,158,622 $32,973,006 $623 
4 2.64% 2.50% 27,090 $106,078,279 $86,312,756 $19,765,523 $730 
5 2.90% 2.50% 28,907 $361,641,189 $305,237,329 $56,403,860 $1,951 

Biennium Totals 916,116 $959,102,856 $600,805,652 $358,297,204 $391 
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PROPOSED AMENDMENTS TO HOUSE BILL NO. 1158 

That the Senate recede from its amendments as printed on pages 1468 through 1485 of the 
House Journal and pages 1076 through 1095 of the Senate Journal and that House Bill 
No. 1158 be amended as follows: 

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 an 
individual income tax credit; to amend and reenact sections 15.1-27-04.1 and 
15.1-27-04.2, subsection 1 of section 57-02-08.1, sections 57-15-01 and 57-15-01 .1, 
subsection 1 of section 57-15-14, section 57-15-14.2, subdivision c of subsection 1 of 
section 57-20-07.1, and sections 57-20-07.3, 57-38-30.3, and 57-38-75 of the North 
Dakota Century Code, relating to the determination of state aid payments, the 
homestead tax credit, school district levy authority, information displayed on property 
tax statements, a credit against payments in lieu of taxes paid by centrally assessed 
companies, the imposition of a flat income tax rate of one and ninety-nine hundredths 
percent for individuals, estates, and trusts, calculation of individual income tax based 
on general fund revenues, and rounding rules; to repeal sections 15.1-27-04.3, 
15.1-27-15.1, 15.1-27-20.2, and 57-38-01.28 of the North Dakota Century Code, 
relating to adjustments to state aid payments and the marriage penalty credit; to 
provide an appropriation; and to provide an effective date. 

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. AMENDMENT. Section 15.1-27-04.1 of the North Dakota Century 
Code is amended and reenacted as follows: 

15.1-27-04.1. Baseline funding - Establishment - Determination of state aid. 
(Effeetive through June 30, 2025) 

+. To determine the amount of state aid payable to each district, the 
superintendent of public instruction shall establish each district's baseline 
funding. A district's baseline funding consists of: 

a,. All state aid received by the district in accordance 1#ith chapter 
15.1 27 during the 2018 19 school year; 

&.- An amount equal to the property tmc deducted by the superintendent 
of public instruction to determine the 2018 19 state aid payment; 

&.- An amount equal to se·.•enty five percent of the revenue received by 
the school district during the 2017 18 school year for the following 
revenue types: 

fB Re·,enue reported under code 2000 of the North Dal(Ota school 
district financial accounting and reporting manual, as developed 
by the superintendent of public instruction in accordance with 
section 15.1 02 08; 
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Mineral revenue received by the school district through direct 
allocation from the state treasurer and not reported under code 
2000 of the North Dalmta school district financial accounting and 
reporting manual, as developed by the superintendent of public 
instruction in accordance with section 15.1 02 08; 

Tuition reported under code 1300 of the North Dakota school 
district financial accounting and reporting manual, as developed 
by the superintendent of public instruction in accordance with 
section 15.1 02 08, with the exception of revenue received 
specifically for the operation of an educational program provided 
at a residential treatment facility, tuition received for the 
provision of an adult farm management program, and beginning 
in the 2021 22 school year, seventeen percent of tuition 
recci1o'cd under an agreement to educate students from a school 
district on an air force base 1,vith funding received through 
federal impact aid, and an additional seventeen percent of 
tuition received under an agreement to educate students from a 
school district on an air force base with funding rccci1o'cd through 
federal impact aid each school year thereafter, until the 2024 25 
school year when sixty eight percent of tuition received under an 
agreement to educate students from a school district on an air 
force base 1.vith funding received through federal impact aid 
must be excluded from the tuition calculation under this 
paragraph; 

Revenue from payments in lieu of taxes on the distribution and 
transmission of electric povrcr; 

Rc·o'cnuc from payments in lieu of taxes on electricity generated 
from sources other than coal; and 

Revenue from the leasing of land acquired by the United States 
for which compensation is allocated to the state under 33 U.S.G. 
701 (c)(3); 

&.- An amount equal to the total revenue received by the school district 
during the 2017 18 school year for the following revenue types: 

Mobile home tax revenue; 

Telecommunications tax revenue; and 

Revenue from payments in lieu of taxes and state 
reimbursement of the homestead credit and disabled 'o•ctcrans 
credit; and 

e,- Beginning with the 2020 21 school year, the superintendent shall 
reduce the baseline funding for any school district that becomes an 
elementary district pursuant to section 15.1 07 27 after the 2012 13 
school year. The reduction must be proportional to the number of 
weighted student units in the grades that arc offered through another 
school district relative to the total number of weighted student units 
the school district offered in the year before the school district became 
an elementary district. The reduced baseline funding applies to the 
calculation of state aid for the first school year in which the school 
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distriet beeomes an elementary distriet and for eaeh year thereafter. 
For distriets that beeome an elementary distriet prior to the 2020 21 
sehool year, the superintendent shall use the redueed baseline 
funding to ealculate state aid for the 2020 21 school year and for each 
year thereafter. 

2-c a- The superintendent shall divide the distriet's baseline funding 
determined in subseetion 1 by the distriet's 2017 18 •11eighted student 
units to determine the distriet's baseline funding per weighted student 
tffiff;-

&. For any sehool distriet that beeomes an elementary distriet pursuant to 
seetion 15.1 07 27 after the 2017 18 sehool year, the superintendent 
shall adjust the distriet's baseline funding per weighted student unit 
used to ealeulate state aid. The superintendent shall divide the 
distriet's baseline funding determined in subseetion 1 by the distriet's 
weighted student units after the sehool distriet beeomes an . . 
elementary distriet to determine the distriet's adjusted baseline funding 
per weighted student unit. The superintendent shal_l ~so the distrie~'s 
adjusted baseline funding per weighted student umt in the ealeulat1on 
of state aid for the first sehool year in •11hieh the sehool distriet 
beeomes an elementary distriet and for eaeh year thereafter. 

&.- Beginning with the 2021 22 sehool year and for eaeh sehool year 
thereafter, the superintendent shall reduee the distriet's baseline 
funding per ·11eighted student unit. Eaeh year the superintendent shall 
ealeulate the amount by whieh the distriet's baseline funding per 
weighted student unit e>weeds the payment per \\'eighted student unit 
provided in subseetion 3. The superintendent shall reduee the distriet's 
baseline funding per weighted student unit by fifteen pereent of the 
amount by 111hieh the distriet's baseline funding per ·11eighted student 
unit exeeeds the payment per 'Neighted student unit for the 2021 22 
sehool year. For eaeh year thereafter, the reduetion pereentage is 
inereased by an additional fifteen pereent. However, the distriet's 
baseline funding per weighted student unit, after the reduetion, may 
not be less than the payment per weighted student unit pro·,ided in 
subseetion 3. 

3-: a- For the 2021 22 sehool year, the superintendent shall ealeulate state 
aid as the greater of: 

fB The distriet's weighted student units multiplied by ten thousand 
one hundred thirty six dollars; 

One hundred two pereent of the distriet's baseline funding per 
••·1eighted student unit, as established in subseetion 2, multiplied 
by the distriet's weighted student units, not to exeeed the 
district's 2017 18 baseline weighted student units, plus any 
weighted student units in exeess of the 2017 18 baseline 
·11eighted student units multiplied by ten thousand one hundred 
thirty six dollars; or 

The distriet's baseline funding as established in subsection 1 
less the amount in paragraph 1, with the differenee redueed by 
fifteen percent and then the differenee added to the amount 
determined in paragraph 1. 
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&. For the 2022 23 school year and each school year thereafter, the 
superintendent shall calculate state aid as the greater of: 

fB The district's ·1,eighted student units multiplied by ten thousand 
t>.i•,o hundred thirty se•,en dollars; 

t21 One hundred two percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, multiplied 
by the district's weighted student units, not to exceed the 
district's 2017 18 baseline weighted student units, plus any 
·.veighted student units in excess of the 2017 18 baseline 
weighted student units multiplied by ten thousand two hundred 
thirty seven dollars; or 

f67 The district's baseline funding as established in subsection 1 
less the amount in paragraph 1, with the difference reduced by 
thirty percent for the 2022 23 school year and the reduction 
percentage increasing by fifteen percent each school year 
thereafter until the difference is reduced to zero, and then the 
difference added to the amount determined in paragraph 1. 

e:- The superintendent also shall adjust state aid determined in this 
subsection to ensure the amount does not exceed the transition 
maximum as follows: 

fB For the 2021 22 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, multiplied 
by the district's weighted student units from the previous school 
year. 

t21 For the 2022 23 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
·.veighted student unit, as established in subsection 2, multiplied 
by the district's ·.veighted student units from the previous school 
year. 

~ For the 2023 24 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus 
t\ .. 'enty percent of the difference between the rate under 
paragraph 1 of subdivision b of this subsection and one hundred 
ten percent of the district's baseline funding per weighted 
student unit. The transition maximum is determined by 
multiplying the transition maximum rate, which may not exceed 
the rate under paragraph 1 of subdivision b of this subsection, 
by the district's weighted student units from the previous school 
year. 

~ For the 2024 25 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
'Neighted student unit, as established in subsection 2, plus forty 
percent of the difference betvreen the rate under paragraph 1 of 
subdivision b of this subsection and one hundred ten percent of 
the district's baseline funding per •weighted student unit. The 
transition maximum is determined by multiplying the transition 
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mmEimum rate, which may not e>Eceed the rate under 
paragraph 1 of subdivision b of this subsection, by the district's 
weighted student units from the previous school year. 

For the 2025 26 school year, the transition ma>Eimum rate is one 
hundred ten percent of the district's baseline f.unding per 
weighted student unit, as established in subsection 2, plus sixty 
percent of the difference between the rate under paragraph 1 of 
subdivision b of this subsection and one hundred ten percent of 
the district's baseline funding per weighted student unit. The 
transition ma>Eimum is determined by multiplying the transition 
ma>Eimum rate, which may not e>Eceed the rate under 
paragraph 1 of subdivision b of this subsection, by the district's 
weighted student units from the previous school year. 

For the 2026 27 school year, the transition ma>Eimum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus 
eighty percent of the difference between the rate under 
paragraph 1 of subdivision b of this subsection and one hundred 
ten percent of the district's baseline funding per weighted 
student unit. The transition ma>Eimum is determined by 
multiplying the transition ma>Eimum rate, ·1rhich may not e>Eceed 
the rate under paragraph 1 of subdivision b of this subsection, 
by the district's weighted student units from the previous school 
year. 

4-: After determining the product in accordance with subsection 3, the 
superintendent of public instruction shall: 

&.- Subtract an amount equal to sixty mills multiplied by the ta>Eable 
valuation of the school district, e>Ecept the amount in dollars subtracted 
for purposes of this subdivision may not e>Eceed the pre·,ious year's 
amount in dollars subtracted for purposes of this subdivision by more 
than t·1rel·o•e percent, adjusted pursuant to section 15.1 27 04.3; and 

b-: Subtract an amount equal to seventy five percent of all revenue types 
listed in subdivisions c and d of subsection 1. Before determining the 
deduction for seventy five percent of all revenue types, the 
superintendent of public instruction shall adjust revenues as follo·1rs: 

f47 Tuition revenue shall be adjusted as follows: 

In addition to deducting tuition revenue received 
specifically for the operation of an educational program 
provided at a residential treatment facility, tuition revenue 
recei·,ed for the pro·o•ision of an adult farm management 
program, and tuition recei·,ed under an agreement to 
educate students from a school district on an air force 
base ••♦1ith funding received through federal impact aid as 
directed each school year in paragraph 3 of subdivision c 
of subsection 1, the superintendent of public instruction 
also shall reduce the total tuition reported by the school 
district by the amount of tuition rc·,enue received for the 
education of students not residing in the state and for 
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which the state has Aot eAtered a cross border educatioA 
COAtract; aAd 

(61 The superiAteAdeAt of public iAstructioA also shall reduce 
the total tuitioA reported by admittiAg school districts 
meetiAg the requiremeAts of subdivision e of subsection 2 
of sectioA 15.1 29 12 by the amouAt of tuitioA reveAue 
reeei\•ed for the educatioA of students residing in an 
adjaceAt school district. 

f2t After adjusting tuition reveAue as pro•,ided iA paragraph 1, the 
superiAteAdeAt shall reduce all remaiAiAg re·1eAues from all 
reveAue types by the percentage of mills levied iA 2020 by the 
school district for siAl<iAg aAd iAterest relative to the total mills 
levied iA 2020 by the school district for all purposes. 

& The amouAt remaiAiAg after the computatioA required uAder subsectioA 4 
is the amouAt of state aid to which a school district is eAtitled, subject to 
aAy other statutory requirements or limitatioAs. 

&.- OA or before JuAe thirtieth of each year, the school board shall certify to 
the superiAteAdeAt of public iAstruetion the fiAal average daily membership 
for the curreAt school year. 

1-: For purposes of the calculation iA subsectioA 4 , each couAty auditor, in 
collaboratioA 'Nith the school districts, shall report the followiAg to the 
superiAteAdeAt of public instructioA OA aA annual basis: 

a- The amount of reveAue received by each school district iA the county 
duriAg the previous school year for each type of reveAue ideAtified in 
subdivisioAs c aAd d of subsection 1; 

&:- The total Aumber of mills levied iA the previous caleAdar year by each 
school district for all purposes; aAd 

e;. The Aumber of mills levied iA the previous caleAdar year by each 
school district for siAkiAg aAd iAterest flmd purposes. 

Baseline funding Establishment Determination of state aid. (Eff-ecti'+'e 
after June 38, 2825) 

1. To determine the amount of state aid payable to each district, the 
superintendent of public instruction shall establish each district's baseline 
funding. A district's baseline funding consists of: 

a. All state aid received by the district in accordance with chapter 
15.1-27 during the 2018-19 school year; 

b. An amount equal to the property tax deducted by the superintendent 
of public instruction to determine the 2018-19 state aid payment; 

c. An amount equal to seventy-five percent of the revenue received by 
the school district during the 2017-18 school year for the following 
revenue types: 

(1) Revenue reported under code 2000 of the North Dakota school 
district financial accounting and reporting manual, as developed 
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by the superintendent of public instruction in accordance with 
section 15.1-02-08; 

(2) Mineral revenue received by the school district through direct 
allocation from the state treasurer and not reported under code 
2000 of the North Dakota school district financial accounting and 
reporting manual, as developed by the superintendent of public 
instruction in accordance with section 15.1-02-08; 

(3) Tuition reported under code 1300 of the North Dakota school 
district financial accounting and reporting manual, as developed 
by the superintendent of public instruction in accordance with 
section 15.1-02-08, with the exception of revenue~ 

.(g)_ Revenue received specifically for the operation of an 
educational program provided at a residential treatment 
facility, tuition~ 

Du Tuition received for the provision of an adult farm 
management program,~ and beginning 

0). Beginning in the~ 

ill 2023-24 school year, fifty-one percent of tuition 
received under an agreement to educate students 
from a school district on an air force base with 
funding received through federal impact aid: 

121 2024-25 school year, sixty-eight percent of tuition 
received under an agreement to educate students 
from a school district on an air force base with 
funding received through federal impact aid: 

ill 2025-26 school year, eighty-five percent of tuition 
received under an agreement to educate students 
from a school district on an air force base with 
funding received through federal impact aid,-1::ffittl-
tAe: and 

141 2026-27 school year, and each school year 
thereafter, Wfleft-all tuition received under an 
agreement to educate students from a school district 
on an air force base with funding received through 
federal impact aid must be e>Eeluded from the tuition 
ealeulation under this paragraph: 

(4) Revenue from payments in lieu of taxes on the distribution and 
transmission of electric power; 

(5) Revenue from payments in lieu of taxes on electricity generated 
from sources other than coal: and 

(6) Revenue from the leasing of land acquired by the United States 
for which compensation is allocated to the state under 33 U.S.C. 
701 (c)(3);-aM 

d. An amount equal to the total revenue received by the school district 
during the 2017-18 school year for the following revenue types: 

Page No. 7 23.0351.02012 



(1) Mobile home tax revenue; 

(2) Telecommunications tax revenue; and 

(3) Revenue from payments in lieu of taxes and state 
reimbursement of the homestead credit and disabled veterans 
credit:-: and 

e. Beginning with the 2020-21 school year, the superintendent shall 
reduce the baseline funding for any school district that becomes an 
elementary district pursuant to section 15.1-07-27 after the 2012-13 
school year. The reduction must be proportional to the number of 
weighted student units in the grades that are offered through another 
school district relative to the total number of weighted student units 
the school district offered in the year before the school district became 
an elementary district. The reduced baseline funding applies to the 
calculation of state aid for the first school year in which the school 
district becomes an elementary district and for each year thereafter. 
For districts that become an elementary district prior to the 2020-21 
school year, the superintendent shall use the reduced baseline 
funding to calculate state aid for the 2020-21 school year and for each 
year thereafter. 

2. a. The superintendent shall divide the district's baseline funding 
determined in subsection 1 by the district's 2017-18 weighted student 
units to determine the district's baseline funding per weighted student 
unit. 

b. For any school district that becomes an elementary district pursuant to 
section 15.1-07-27 after the 2017-18 school year, the superintendent 
shall adjust the district's baseline funding per weighted student unit 
used to calculate state aid. The superintendent shall divide the 
district's baseline funding determined in subsection 1 by the district's 
weighted student units after the school district becomes an 
elementary district to determine the district's adjusted baseline funding 
per weighted student unit. The superintendent shall use the district's 
adjusted baseline funding per weighted student unit in the calculation 
of state aid for the first school year in which the school district 
becomes an elementary district and for each year thereafter. 

c. Beginning with the 2021-22 school year and for each school year 
thereafter, the superintendent shall reduce the district's baseline 
funding per weighted student unit. Each year the superintendent shall 
calculate the amount by which the district's baseline funding per 
weighted student unit exceeds the payment per weighted student unit 
provided in subsection 3. The superintendent shall reduce the district's 
baseline funding per weighted student unit by fifteen percent of the 
amount by which the district's baseline funding per weighted student 
unit exceeds the payment per weighted student unit for the 2021-22 
school year. For each year thereafter, the reduction percentage is 
increased by an additional fifteen percent. However, the district's 
baseline funding per weighted student unit, after the reduction , may 
not be less than the payment per weighted student unit provided in 
subsection 3. 
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3. a. 

b. 

C. 

For the 2021-22 school year, the superintendent shall calculate state 
aid as the greater of: 

(1) The district's weighted student units multiplied by ten thousand 
one hundred thirty-six dollars; 

(2) One hundred two percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, multiplied 
by the district's weighted student units, not to exceed the 
district's 2017-18 baseline weighted student units, plus any 
weighted student units in excess of the 2017-18 baseline 
weighted student units multiplied by ten thousand one hundred 
thirty-six dollars; or 

(3) The district's baseline funding as established in subsection 1 
less the amount in paragraph 1, with the difference reduced by 
fifteen percent and then the difference added to the amount 
determined in paragraph 1. 

For the 2022-23 school year and each school year thereafter, the 
superintendent shall calculate state aid as the greater of: 

(1) The district's weighted student units multiplied by ten thousand 
two hundred thirty-seven dollars; 

(2) One hundred two percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, multiplied 
by the district's weighted student units, not to exceed the 
district's 2017-18 baseline weighted student units, plus any 
weighted student units in excess of the 2017-18 baseline 
weighted student units multiplied by ten thousand two hundred 
thirty-seven dollars; or 

(3) The district's baseline funding as established in subsection 1 
less the amount in paragraph 1, with the difference reduced by 
thirty percent for the 2022-23 school year and the reduction 
percentage increasing by fifteen percent each school year 
thereafter until the difference is reduced to zero, and then the 
difference added to the amount determined in paragraph 1. 

The superintendent also shall adjust state aid determined in this 
subsection to ensure the amount does not exceed the transition 
maximum as follows: 

(1) For the 2021 22 school year, the transition ma>Eimum rate is one 
hundred ten percent of the district's baseline funding per 
v1eighted student unit, as established in subsection 2, multiplied 
by the district's 'Neighted student units from the previous school 
year. 

~ For the 2022 23 school year, the transition ma>Eimum rate is one 
hundred ten percent of the district's baseline funding per 
·weighted student unit, as established in subsection 2, multiplied 
by the district's weighted student units from the previous school 
year. 
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~ For the 2023-24 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus 
twenty percent of the difference between the rate under 
paragraph 1 of subdivision b of this subsection and one hundred 
ten percent of the district's baseline funding per weighted 
student unit. The transition maximum is determined by 
multiplying the transition maximum rate, which may not exceed 
the rate under paragraph 1 of subdivision b of this subsection, 
by the district's weighted student units from the previous school 
year. 

~.(Z)_ For the 2024-25 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus forty 
percent of the difference between the rate under paragraph 1 of 
subdivision b of this subsection and one hundred ten percent of 
the district's baseline funding per weighted student unit. The 
transition maximum is determined by multiplying the transition 
maximum rate, which may not exceed the rate under 
paragraph 1 of subdivision b of this subsection, by the district's 
weighted student units from the previous school year. 

f§J.Q.) For the 2025-26 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus sixty 
percent of the difference between the rate under paragraph 1 of 
subdivision b of this subsection and one hundred ten percent of 
the district's baseline funding per weighted student unit. The 
transition maximum is determined by multiplying the transition 
maximum rate, which may not exceed the rate under 
paragraph 1 of subdivision b of this subsection, by the district's 
weighted student units from the previous school year. 

tGJill For the 2026-27 school year, the transition maximum rate is one 
hundred ten percent of the district's baseline funding per 
weighted student unit, as established in subsection 2, plus 
eighty percent of the difference between the rate under 
paragraph 1 of subdivision b of this subsection and one hundred 
ten percent of the district's baseline funding per weighted 
student unit. The transition maximum is determined by 
multiplying the transition maximum rate, which may not exceed 
the rate under paragraph 1 of subdivision b of this subsection, 
by the district's weighted student units from the previous school 
year. 

4. After determining the product in accordance with subsection 3, the 
superintendent of public instruction shall: 

a. Subtract an amount equal to sMyfjfu mills multiplied by the taxable 
valuation of the school district; and 

b. Subtract an amount equal to seventy-five percent of all revenue types 
listed in subdivisions c and d of subsection 1. Before determining the 
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deduction for seventy-five percent of all revenue types, the 
superintendent of public instruction shall adjust revenues as follows: 

(1) Tuition revenue shall be adjusted as follows: 

(a) In addition to deducting tuition revenue received 
specifically for the operation of an educational program 
provided at a residential treatment facility, tuition revenue 
received for the provision of an adult farm management 
program, and tuition received under an agreement to 
educate students from a school district on an air force 
base with funding received through federal impact aid as 
directed each school year in paragraph 3 of subdivision c 
of subsection 1, the superintendent of public instruction 
also shall reduce the total tuition reported by the school 
district by the amount of tuition revenue received for the 
education of students not residing in the state and for 
which the state has not entered a cross-border education 
contract; and 

(b) The superintendent of public instruction also shall reduce 
the total tuition reported by admitting school districts 
meeting the requirements of subdivision e of subsection 2 
of section 15. 1-29-12 by the amount of tuition revenue 
received for the education of students residing in an 
adjacent school district. 

(2) After adjusting tuition revenue as provided in paragraph 1, the 
superintendent shall reduce all remaining revenues from all 
revenue types by the percentage of mills levied in 2G2G2022 by 
the school district for sinking and interest relative to the total 
mills levied in 2G2G2022 by the school district for all purposes. 

5. The amount remaining after the computation required under subsection 4 
is the amount of state aid to which a school district is entitled, subject to 
any other statutory requirements or limitations. 

6. On or before June thirtieth of each year, the school board shall certify to 
the superintendent of public instruction the final average daily membership 
for the current school year. 

7. For purposes of the calculation in subsection 4, each county auditor, in 
collaboration with the school districts, shall report the following to the 
superintendent of public instruction on an annual basis: 

a. The amount of revenue received by each school district in the county 
during the previous school year for each type of revenue identified in 
subdivisions c and d of subsection 1; 

b. The total number of mills levied in the previous calendar year by each 
school district for all purposes; and 

c. The number of mills levied in the previous calendar year by each 
school district for sinking and interest fund purposes. 
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SECTION 2. AMENDMENT. Section 15.1-27-04.2 of the North Dakota Century 
Code is amended and reenacted as follows: 

15.1-27-04.2. State aid - Minimum local effort - Determination. 

If a district's taxable valuation per student is less than twenty percent of the 
state average valuation per student, the superintendent of public instruction, for 
purposes of determining state aid in accordance with subsection 4 of section 
15.1-27-04.1, shall utilize an amount equal to ~ifty mills times twenty percent of the 
state average valuation per student multiplied by the number of weighted student units 
in the district. 

SECTION 3. AMENDMENT. Subsection 1 of section 57-02-08.1 of the North 
Dakota Century Code is amended and reenacted as follows: 

1. a. Any person sixty-five years of age or older or permanently and totally 
disabled, in the year in which the tax was levied, with an income that 
does not exceed the limitations of subdivision c is entitled to receive a 
reduction in the assessment on the taxable valuation on the person's 
homestead. An exemption under this subsection applies regardless of 
whether the person is the head of a family. 

b. The exemption under this subsection continues to apply if the person 
does not reside in the homestead and the person's absence is due to 
confinement in a nursing home, hospital, or other care facility, for as 
long as the portion of the homestead previously occupied by the 
person is not rented to another person. 

c. The exemption must be determined according to the following 
schedule: 

(1) If the person's income is not in excess of t·...,enty t·...,otwenty-nine 
thousand dollars, a reduction of one hundred percent of the 
taxable valuation of the person's homestead up to a maximum 
reduction of fiveseven thousand Sttffour hundred twenty-five 
dollars of taxable valuation. 

(2) If the person's income is in excess of twenty twotwenty-nine 
thousand dollars and not in excess of twenty si><thirty-four 
thousand dollars, a reduction of eighty percent of the taxable 
valuation of the person's homestead up to a maximum reduction 
of fooffive thousand fiveeight hundred fifty dollars of taxable 
valuation. 

(3) If the person's income is in excess of t·...,enty si><thirty-four 
thousand dollars and not in excess of thtftyforty-four thousand 
dollars, a reduction of sixty percent of the taxable valuation of 
the person's homestead up to a maximum reduction of #weefour 
thousand #weefive hundred seventy five dollars of taxable 
valuation. 

(4) If the person's income is in excess of thtftyforty-four thousand 
dollars and not in excess of thirty fourfifty-seven thousand 
dollars, a reduction of forty percent of the taxable valuation of 
the person's homestead up to a maximum reduction of two 
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thousand twenine hundred ~enty-five dollars of taxable 
valuation. 

(5) If the person's income is in excess of thirty fourfifty-seven 
thousand dollars and not in excess of thirty eightseventy-four 
thousand dollars, a reduction of twenty percent of the taxable 
valuation of the person's homestead up to a maximum reduction 
of one thousand eoofive hundred twenty fiveseventy-five dollars 
of taxable valuation. 

(6) If the person's income is in excess of thirty eight::.eventy-four 
thousand dollars and not in excess of forty t·Noninety-six 
thousand dollars, a reduction of ten percent of the taxable 
valuation of the person's homestead up to a maximum reduction 
of fivenine hundred sixty three dollars of taxable valuation. 

ill On January first of each year. the tax commissioner shall 
prescribe new income limitations that apply in lieu of the income 
limitations provided in paragraphs 1 through 6 by adjusting the 
income limitations applicable to the previous taxable year by the 
consumer price index. For purposes of this paragraph, 
"consumer price index" means the percentage change in the 
consumer price index for all urban consumers in the midwest 
region as determined by the United States department of labor, 
bureau of labor statistics. for the most recent year ending 
December thirty-first. 

d. Persons residing together, as spouses or when one or more is a 
dependent of another, are entitled to only one exemption between or 
among them under this subsection. Persons residing together, who 
are not spouses or dependents, who are co-owners of the property 
are each entitled to a percentage of a full exemption under this 
subsection equal to their ownership interests in the property. 

e. This subsection does not reduce the liability of any person for special 
assessments levied upon any property. 

f. Any person claiming the exemption under this subsection shall sign a 
verified statement of facts establishing the person's eligibility. Any 
income information contained in the statement of facts is a confidential 
record. 

g. A person is ineligible for the exemption under this subsection if the 
value of the assets of the person and any dependent residing with the 
person exceeds fiveseven hundred fifty thousand dollars, including the 
value of any assets divested within the last three years. 

h. The assessor shall attach the statement filed under subdivision f to 
the assessment sheet and shall show the reduction on the 
assessment sheet. 

i. An exemption under this subsection terminates at the end of the 
taxable year of the death of the applicant. 

SECTION 4. AMENDMENT. Section 57-15-01 of the North Dakota Century 
Code is amended and reenacted as follows : 
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57-15-01. Levy in specific amounts - Exceptions. 

With the exception of special assessment taxes and such general taxes as may 
be definitely fixed by law, all state, county, city, township, school district, and park 
district taxes must be levied or voted in specific amounts of money. For purposes of 
communicating with the public and comparing the amount levied in the current taxable 
year to the amount levied in the preceding taxable year. taxing districts shall express 
levies in terms of dollars rather than mills. 

SECTION 5. AMENDMENT. Section 57-15-01.1 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-15-01.1. Protection of taxpayers and taxing districts. 

Each taxing district may levy the lesser of the amount in dollars as certified in 
the budget of the governing body, or the amount in dollars as allowed in this section, 
subject to the following : 

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

2. For purposes of this section: 

a. "Base year" means the taxing district's taxable year with the highest 
amount levied in dollars in property taxes of the three taxable years 
immediately preceding the budget year-;.,_ 

b. "Budget year" means the taxing district's year for which the levy is 
being determined under this section~.,_ 

c. "Calculated mill rate" means the mill rate that results from dividing the 
base year taxes levied by the sum of the taxable value of the taxable 
property in the base year plus the taxable value of the property 
exempt by local discretion or charitable status, calculated in the same 
manner as the taxable property-;-ilfld.,_ 

d. "Property exempt by local discretion or charitable status" means 
property exempted from taxation as new or expanding businesses 
under chapter 40-57 .1; improvements to property under 
chapter 57-02.2; or buildings belonging to institutions of public charity, 
new single-family residential or townhouse or condominium property, 
property used for early childhood services, or pollution abatement 
improvements under section 57-02-08. 

e. "Taxing district" means any political subdivision. other than a school 
district, empowered by law to levy taxes. 

3. A taxing district may elect to levy the amount levied in dollars in the base 
year. Any levy under this section must be specifically approved by a 
resolution approved by the governing body of the taxing district. Before 
determining the levy limitation under this section, the dollar amount levied 
in the base year must be: 

a. Reduced by an amount equal to the sum determined by application of 
the base year's calculated mill rate for that taxing district to the final 
base year taxable valuation of any taxable property and property 
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exempt by local discretion or charitable status which is not included in 
the taxing district for the budget year but was included in the taxing 
district for the base year. 

b. Increased by an amount equal to the sum determined by the 
application of the base year's calculated mill rate for that taxing district 
to the final budget year taxable valuation of any taxable property or 
property exempt by local discretion or charitable status which was not 
included in the taxing district for the base year but which is included in 
the taxing district for the budget year. 

c. Reduced to reflect expired temporary mill levy increases authorized by 
the electors of the taxing district. For purposes of this subdivisioA, aA 
expired teFAporary FAill lmfy iAcrease does Rot iAclude a school district 
geAeral fuAd mill rate exceediAg oAe huAdred teA mills which has 
expired or has Rot received approval of electors for aA exteAsioA 
UAder subsectioA 2 of sectioA 57 64 03. 

Eh Reduced by the amouAt of state aid UAder chapter 15.1 27, which is 
determiAed by multiplyiAg the budget year taxable valuatioA of the 
school district by the lesser of the base year mill rate of the school 
district miAus sixty mills or fifty FAills, if the base year is a taxable year 
before 2013. 

4. In addition to any other levy limitation factor under this section, a taxing 
district may increase its levy in dollars to reflect new or increased mill 
levies authorized by the legislative assembly or authorized by the electors 
of the taxing district. 

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

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

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

6. A school district choosiAg to determiAe its levy authority UAder this sectioA 
may apply subsectioA 3 ORiy to the amouAt iA dollars levied for geAeral 
fuAd purposes UAder sectioA 57 15 14 or, if the levy iA the base year 
iAcluded separate geAeral fuAd aAd special fuAd levies UAder sectioAs 
57 15 14 aAd 57 15 14.2, the school district may apply subseetioA 3 to the 
total amouAt levied iA dollars iA the base year for both the geAeral fuAd aAd 
special fuAd accouAts. School district levies uAder aAy sectioA other thaA 
sectioA 57 15 14 FAay be made withiA applicable limitatioAs but those 
levies are Rot subject to subseetioA 3. 

7-c Optional levies under this section may be used by any city or county that 
has adopted a home rule charter unless the provisions of the charter 
supersede state laws related to property tax levy limitations. 

SECTION 6.AMENDMENT. Subsection 1 of section 57-15-14 of the North 
Dakota Century Code is amended and reenacted as follows: 
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1. Unless authorized by the electors of the school district in accordance with 
this section, a school district may not impose greater levies than those 
permitted under section 57-15-14.2. 

a. In any school district having a total population in excess of four 
thousand according to the last federal decennial census there may be 
levied any specific number of mills that upon resolution of the school 
board has been submitted to and approved by a majority of the 
qualified electors voting upon the question at any regular or special 
school district election. 

b. In any school district having a total population of fewer than four 
thousand, there may be levied any specific number of mills that upon 
resolution of the school board has been approved by fifty-five percent 
of the qualified electors voting upon the question at any regular or 
special school election. 

c. After June 30, 2009, in any school district election for approval by 
electors of increased levy authority under subsection 1 or 2, the ballot 
must specify the number of mills proposed for approval, and the 
number of taxable years for which that approval is to apply. After June 
30, 2009, approval by electors of increased levy authority under 
subsection 1 or 2 may not be effective for more than ten taxable 
years. 

d. The authority for a levy of up to a specific number of mills under this 
section approved by electors of a school district before July 1, 2009, is 
terminated effective for taxable years after 2015. If the electors of a 
school district subject to this subsection have not approved a levy for 
taxable years after 2015 of up to a specific number of mills under this 
section by December 31, 2015, the school district levy limitation for 
subsequent years is subject to the limitations under section 
57 15 01.1 or this section. 

e. For taxable years beginning after 2012: 

(1) The authority for a levy of up to a specific number of mills, 
approved by electors of a school district for any period of time 
that includes a taxable year before 2009, must be reduced by 
one hundred fifteen mills as a precondition of receiving state aid 
in accordance with chapter 15.1-27. 

(2) The authority for a levy of up to a specific number of mills, 
approved by electors of a school district for any period of time 
that does not include a taxable year before 2009, must be 
reduced by forty mills as a precondition of receiving state aid in 
accordance with chapter 15.1-27. 

(3) The authority for a levy of up to a specific number of mills, 
placed on the ballot in a school district election for electoral 
approval of increased levy authority under subdivision a orb, 
after June 30, 2{}4-32022, must be stated as a specific number of 
mills of general fund levy authority and must include a statement 
that the statutory school district general fund levy limitation is 
seventy~ mills on the dollar of the taxable valuation of the 
school district. 
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f. The authority for an unlimited levy approved by electors of a school 
district before July 1, 2009, is terminated effective for taxable years 
after 2015. If the electors of a school district subject to this subsection 
have not approved a levy of up to a specific number of mills under this 
section by December 31, 2015, the school district levy limitation for 
subsequent years is subject to the limitations under section 
57 15 01.1 or this section. 

SECTION 7. AMENDMENT. Section 57-15-14.2 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-15-14.2. School district levies. (Effecti'le for taxable years through 
December 31, 2924) 

4-:- The board of a school district may levy a tax not exceeding the amount in 
dollars that the school district levied for the prior year, plus twelve percent 
and the dollar amount ofthe adjustment required in section 15.1 27 04.3, 
up to a levy of seventy mills on the taxable ·valuation of the district, for any 
purpose related to the provision of educational services. The proceeds of 
this levy must be deposited into the school district's general fund and used 
in accordance 'Nith this subsection. The proceeds FAay not be transferred 
into any other fund. 

2-:- The board of a school district FAay levy no FAore than twelve FAills on the 
taxable valuation of the district, for FAiscellaneous purposes and expenses. 
The proceeds of this levy FAust be deposited into a special fund l(no·Nn as 
the miscellaneous fund and used in accordance with this subsection. The 
proceeds may not be transferred into any other fund. 

~ The board of a school district may levy no more than three mills on the 
taxable valuation of the district for deposit into a special reserve fund , in 
accordance with chapter 57 19. 

~ The board of a school district FAay levy no more than the nuFAber of FA ills 
necessary, on the taxable •valuation of the district, for the payFAent of 
tuition, in accordance 'Nith section 15.1 29 15. The proceeds of this levy 
must be deposited into a special fund known as the tuition fund and used 
in accordance vtith this subsection. The proceeds FAay not be transferred 
into any other fund. 

5-:- The board of a school district FAay levy no more than fi~•e mills on the 
taxable valuation of the district, pursuant to section 57 15 15.1 , for 
purposes of developing a school safety plan in accordance with section 
15.1 09 60. The proceeds ofthis levy must be deposited into a special 
fund known as the school safety plan fund and used in accordance with 
this subsection. 

6:- Nothing in this section liFAits the board of a school district from levying: 

a:- Mills for a building fund, as permitted in sections 15.1 09 49 and 
57 15 16; and 

&. Mills necessary to pay principal and interest on the bonded debt of the 
district, including the FAills necessary to pay principal and interest on 
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any bonded debt incurred under section 57 15 17.1 before duly 1, 
204-3:-

School district le¥ies. (Effecti¥e for taxable years beginning after 
December 31, 2824) 

1. The board of a school district may levy a tax not exceeding the amount in 
dollars that the school district levied for the prior year, plus twelve percent, 
HJH6Would be generated by a levy of seventyfifty mills on the taxable 
valuation of the district, for any purpose related to the provision of 
educational servicesthe school district's local contribution to the costs of 
education. The proceeds of this levy must be deposited into the school 
district's general fund and may be used in accordance ·11ith this 
subsectionfor any purposes related to the provision of educational 
services. The proceeds may not be transferred into any other fund. 

2. The board of a school district may levy no more than ten mills on the 
taxable valuation of the district. for any purpose related to the provision of 
educational services. The proceeds of this levy must be deposited into the 
school district's general fund and used in accordance with this subsection. 
The proceeds may not be transferred into any other fund. 

3. The board of a school district may levy no more than twelve mills on the 
taxable valuation of the district, for miscellaneous purposes and expenses. 
The proceeds of this levy must be deposited into a special fund known as 
the miscellaneous fund and used in accordance with this subsection. The 
proceeds may not be transferred into any other fund. 

3-:-4. The board of a school district may levy no more than three mills on the 
taxable valuation of the district for deposit into a special reserve fund, in 
accordance with chapter 57-19. 

+.5. The board of a school district may levy no more than the number of mills 
necessary, on the taxable valuation of the district, for the payment of 
tuition, in accordance with section 15.1-29-15. The proceeds of this levy 
must be deposited into a special fund known as the tuition fund and used 
in accordance with this subsection. The proceeds may not be transferred 
into any other fund. 

&.-6. The board of a school district may levy no more than five mills on the 
taxable valuation of the district, pursuant to section 57-15-15.1, for 
purposes of developing a school safety plan in accordance with section 
15.1-09-60. The proceeds of this levy must be deposited into a special 
fund known as the school safety plan fund and used in accordance with 
this subsection. 

&7. Nothing in this section limits the board of a school district from levying: 

a. Mills for a building fund, as permitted in sections 15.1-09-49 and 
57-15-16; and 

b. Mills necessary to pay principal and interest on the bonded debt of the 
district, including the mills necessary to pay principal and interest on 
any bonded debt incurred under section 57-15-17 .1 before July 1 , 
2013. 
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SECTION 8. AMENDMENT. Subdivision c of subsection 1 of section 57-20-07.1 
of the North Dakota Century Code is amended and reenacted as follows: 

c. Provide information identifying the property tax savings provided by 
the state of North Dakota. The tax statement must include a line item 
that is entitled "legislative tax relief' and identifies the dollar amount of 
property tax savings realized by the taxpayer under chapter 50-34 for 
taxable years before 2019, chapter 50-35 for taxable years after 2018, 
and chapter 15.1-27. 

(1) For purposes of this subdivision, legislative tax relief under 
chapter 15.1-27 is determined by multiplying the taxable value 
for the taxable year for each parcel shown on the tax statement 
by the number of mills of mill levy reduction grant under chapter 
57-64 for the 2012 taxable year plus the number of mills 
determined by subtracting from the 2012 taxable year mill rate of 
the school district in which the parcel is located the lesser of: 

(a) RftySixty mills; or 

(b) The 2012 taxable year mill rate of the school district minus 
sooyfifty mills. 

(2) Legislative tax relief under chapter 50-35 is determined by 
multiplying the taxable value for the taxable year for each parcel 
shown on the tax statement by the number of mills of relief 
determined by dividing the amount calculated in subsection 1 of 
section 50-35-03 for a human service zone by the taxable value 
of taxable property in the zone for the taxable year. 

SECTION 9. AMENDMENT. Section 57-20-07.3 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-20-07.3. Centrally assessed company credit against payments in lieu of 
taxes. 

1. The owner, operator, or lessee of transmission lines, for which payments in 
lieu of property taxes are assessed by the state board of equalization 
under section 57-06-17 .3, is entitled to a credit against tax in the amount 
provided in subsection 3. The credit for each transmission company must 
be allocated to the counties in the same manner as the tax collected from 
that company is allocated. 

2. The owner, operator, or lessee of electric transmission or distribution 
property, for which payments in lieu of property taxes are assessed by the 
state board of equalization under sections 57-33.2-02 or 57-33.2-03, is 
entitled to a credit against the transmission or distribution tax in the amount 
provided in subsection 3. The credit for each transmission or distribution 
company must be allocated and distributed to counties in the same 
manner as the tax collected from that company is allocated. 

3. The amount of credit is determined by multiplying the sum of the following: 

a. The company's assessed tax by a fraction, the numerator of which is 
the total of all formula payments calculated for the subsequent 
calendar year under section 50-35-03 and the denominator of which is 
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the total statewide ad valorem property tax levied in the prior taxable 
year: and 

~ The company's assessed tax multiplied by a fraction. the numerator of 
which is equal to ten mills multiplied by the taxable valuation of 
property in all school districts and the denominator of which is the total 
statewide ad valorem property tax levied in the prior taxable year. 

4. The tax commissioner shall annually calculate the amount of credit to 
which a company is entitled under this section. 

SECTION 10. A new section to chapter 57-38 of the North Dakota Century 
Code is created and enacted as follows: 

Individual income tax credit. 

1,_ A resident of this state is entitled to a nonrefundable credit against the 
resident's income tax liability as determined under section 57-38-30.3 for 
the taxable year. 

2. Based on an individual's filing status used for federal income tax purposes. 
the maximum credit that may be claimed is: 

a. For single. married filing separately. and head of household filing 
status, eight hundred dollars. 

b. For married filing jointly and surviving spouse filing status, 
one thousand six hundred dollars. 

3. The amount claimed may not exceed the amount of the resident's income 
tax liability as determined under this chapter for the taxable year. Any 
credit amount exceeding a resident's income tax liability for the taxable 
year may not be claimed as a carryback or carryforward. 

SECTION 11. AMENDMENT. Section 57-38-30.3 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38-30.3. Individual, estate, and trust income tax. 

1. A tax is hereby imposed for each taxable year upon income earned or 
received in that taxable year by every resident and nonresident individual, 
estate. and trust. 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. estates. and 
trusts is equal to one and ninety-nine hundredths percent of 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. 
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If North Dal<0ta tmmble income is: 

GveF Not o•ver The tax is equal to Of amount over 

$e $37,450 +.49% $e 

$37,450 $90,750 $411 .95 + 2.04% $37,450 

$90,760 $189,300 $1,499.27 + 2.27% $90,760 

$189,300 $411,500 $3,736.36 + 2.64% $189,300 

$411,500 $9,602.44 + 2.90% $411 ,600 
lr. Married filing jointly and surviving spouse. 

If North Dakota taxable income is: 

GveF Not over The tax is equal to Of amount over 

$e $62,600 +.49% $e 

$62,600 $161,200 $688.60 + 2.04% $62,600 

$161,200 

$230,450 

$411,600 

$230,450 $2,496.04 + 2.27% $161 ,200 

$411,600 $4,296.02 + 2.64% $230,450 

$9,074.74 + 2.90% $411,500 
e-:- Married filing separately. 

If North Dakota taxable income is: 

GveF Not over The tax is equal to Of amount over 

$e $31 ,300 +.49% $e 

$31,300 $75,600 $344.30 + 2.04% $31,300 

$76,600 $115,226 $1,248.02 + 2.27% $75,600 

$116,226 $206,750 $2,147.61 + 2.64% $116,226 

$206,750 $4,637.37 + 2.90% $206,760 
a- Head of household. 

If North Dakota taxable income is: 

GveF Not o•ver The tax is equal to Of amount over 

$e $50,200 +.49% $e 

$60,200 $129,600 $652.20 t- 2.04% $60,200 

$129,600 $209,850 $2,171.96 + 2.27% $129,600 

$209,850 $411 , 500 $3,993.64 + 2. 64% $209,850 

$411 ,600 $9,317.20 + 2.90% $411,600 
e-:- Estates and trusts. 

Page No. 21 23.0351 .02012 



If ~Jorth Dakota taxable income is: 

Gvef Not over The tax is equal to Of amount over 

$2,500 1-49% $e 

$2,500 $5,900 $27.50 + 2.04% 

$5,900 $9,050 $96.86 + 2.27% 

$2,500 

$5,900 

$9,050 $12,300 

$12,300 

$168.37 + 2.64% 

$254.17 + 2.90% 

$9,050 

$12,300 
~a. 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 
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. 

~ The tax commissioner shall prescribe ne·.v 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 'l'fhich a tax is 
imposed by the cost of li·,ing 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 Gode 
of 1954, as amended. For this purpose, the rate applicable to each 
income braclmt 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 bracl(ets for federal income tax purposes. 

tr.b. 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. 

2. For purposes of this section, "North Dakota taxable income" means the 
federal taxable income of an individual, estate, or trust as computed under 
the Internal Revenue Code of 1986, as amended, adjusted as follows: 

a. Reduced by interest income from obligations of the United States and 
income exempt from state income tax under federal statute or United 
States or North Dakota constitutional provisions. 

b. Reduced by the portion of a distribution from a qualified investment 
fund described in section 57-38-01 which is attributable to investments 
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by the qualified investment fund in obligations of the United States, 
obligations of North Dakota or its political subdivisions, and any other 
obligation the interest from which is exempt from state income tax 
under federal statute or United States or North Dakota constitutional 
provisions. 

c. Reduced by the amount equal to the earnings that are passed through 
to a taxpayer in connection with an allocation and apportionment to 
North Dakota under section 57-38-01.35. 

d. Reduced by forty percent of: 

(1) The excess of the taxpayer's net long-term capital gain for the 
taxable year over the net short-term capital loss for that year, as 
computed for purposes of the Internal Revenue Code of 1986, 
as amended. The adjustment provided by this subdivision is 
allowed only to the extent the net long-term capital gain is 
allocated to this state. 

(2) Qualified dividends as defined under Internal Revenue Code 
section 1(h)(11), added by section 302(a) of the Jobs and 
Growth Tax Relief Reconciliation Act of 2003 [Pub. L. 108-27; 
117 Stat. 752; 2 U.S.C. 963 et seq.], but only if taxed at a federal 
income tax rate that is lower than the regular federal income tax 
rates applicable to ordinary income. If, for any taxable year, 
qualified dividends are taxed at the regular federal income tax 
rates applicable to ordinary income, the reduction allowed under 
this subdivision is equal to thirty percent of all dividends included 
in federal taxable income. The adjustment provided by this 
subdivision is allowed only to the extent the qualified dividend 
income is allocated to this state. 

e. Increased by the amount of a lump sum distribution for which income 
averaging was elected under section 402 of the Internal Revenue 
Code of 1986 [26 U.S.C. 402], as amended. This adjustment does not 
apply if the taxpayer received the lump sum distribution while a 
nonresident of this state and the distribution is exempt from taxation 
by this state under federal law. 

f. Increased by an amount equal to the losses that are passed through 
to a taxpayer in connection with an allocation and apportionment to 
North Dakota under section 57-38-01.35. 

g. Reduced by the amount received by the taxpayer as payment for 
services performed when mobilized under title 10 United States Code 
federal service as a member of the national guard or reserve member 
of the armed forces of the United States. This subdivision does not 
apply to federal service while attending annual training, basic military 
training, or professional military education. 

h. Reduced by income from a new and expanding business exempt from 
state income tax under section 40-57 .1-04. 

i. Reduced by inteFest and ineoFAe frnFA bonds issued undeF ehapteF 
44-6+7 

Page No. 23 23.0351.02012 



t- Reduced by up to ten thousand dollars of qualified expenses that are 
related to a donation by a taxpayer or a taxpayer's dependent, while 
living, of one or more human organs to another human being for 
human organ transplantation. A taxpayer may claim the reduction in 
this subdivision only once for each instance of organ donation during 
the taxable year in which the human organ donation and the human 
organ transplantation occurs but if qualified expenses are incurred in 
more than one taxable year, the reduction for those expenses must be 
claimed in the year in which the expenses are incurred. For purposes 
of this subdivision: 

(1) "Human organ transplantation" means the medical procedure by 
which transfer of a human organ is made from the body of one 
person to the body of another person. 

(2) "Organ" means all or part of an individual's liver, pancreas, 
kidney, intestine, lung, or bone marrow. 

(3) "Qualified expenses" means lost wages not compensated by 
sick pay and unreimbursed medical expenses as defined for 
federal income tax purposes, to the extent not deducted in 
computing federal taxable income, whether or not the taxpayer 
itemizes federal income tax deductions. 

k:-L Increased by the amount of the contribution upon which the credit 
under section 57-38-01.21 is computed, but only to the extent that the 
contribution reduced federal taxable income. 

l-:-k.. Reduced by the amount of any payment received by a veteran or 
beneficiary of a veteran under section 37-28-03 or 37-28-04. 

m-:-L. Reduced by the amount received by a taxpayer that was paid by an 
employer under paragraph 4 of subdivision a of subsection 2 of 
section 57-38-01 .25 to hire the taxpayer for a hard-to-fill position 
under section 57-38-01.25, but only to the extent the amount received 
by the taxpayer is included in federal taxable income. The reduction 
applies only if the employer is entitled to the credit under section 
57-38-01.25. The taxpayer must attach a statement from the employer 
in which the employer certifies that the employer is entitled to the 
credit under section 57-38-01.25 and which specifically identified the 
type of payment and the amount of the exemption under this section. 

t=t-:m. Reduced by the amount up to a maximum of five thousand dollars, or 
ten thousand dollars if a joint return is filed, for contributions made 
under a higher education savings plan administered by the Bank of 
North Dakota, pursuant to section 6-09-38. 

&:I1. Reduced by the amount of income of a taxpayer, who resides 
anywhere within the exterior boundaries of a reservation situated in 
this state or situated both in this state and in an adjoining state and 
who is an enrolled member of a federally recognized Indian tribe, from 
activities or sources anywhere within the exterior boundaries of a 
reservation situated in this state or both situated in this state and in an 
adjoining state. 
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f7cO. For married individuals filing jointly, reduced by an amount equal to 
the excess of the recomputed itemized deductions or standard 
deduction over the amount of the itemized deductions or standard 
deduction deducted in computing federal taxable income. For 
purposes of this subdivision, "itemized deductions or standard 
deduction" means the amount under section 63 of the Internal 
Revenue Code that the married individuals deducted in computing 
their federal taxable income and "recomputed itemized deductions or 
standard deduction" means an amount determined by computing the 
itemized deductions or standard deduction in a manner that replaces 
the basic standard deduction under section 63(c)(2) of the Internal 
Revenue Code for married individuals filing jointly with an amount 
equal to double the amount of the basic standard deduction under 
section 63(c)(2) of the Internal Revenue Code for a single individual 
other than a head of household and surviving spouse. If the married 
individuals elected under section 63(e) of the Internal Revenue Code 
to deduct itemized deductions in computing their federal taxable 
income even though the amount of the allowable standard deduction 
is greater, the reduction under this subdivision is not allowed. Married 
individuals filing jointly shall compute the available reduction under 
this subdivision in a manner prescribed by the tax commissioner. 

€j-;Q.. Reduced by an amount equal to four thousand one hundred fifty 
dollars for taxable year 2018, for each birth resulting in stillbirth, as 
defined in section 23-02.1-01, for which a fetal death certificate has 
been filed under section 23-02.1-20. For taxable years beginning after 
December 31 , 2018, the deduction amount must be adjusted annually 
on January first of each year by the cost-of-living adjustment. For 
purposes of this subdivision, "cost-of-living adjustment" means the 
percentage increase in the consumer price index for all urban 
consumers in the midwest region as determined by the United States 
department of labor, bureau of labor statistics, for the most recent year 
ending December thirty-first. The exemption may only be claimed in 
the taxable year in which the stillbirth occurred. 

f:-9,. Reduced by the amount of expenses incurred by an employee which 
are directly related to the attainment of higher education or career and 
technical education which are reimbursed by the employee's 
employer, but only to the extent the amount of reimbursement is 
reported as federal taxable income. 

&.-L. Reduced by the amount received by a taxpayer as retired military 
personnel benefits, including retired military personnel benefits paid to 
the surviving spouse of a deceased retired member of the armed 
forces of the United States, a reserve component of the armed forces 
of the United States, or the national guard, but only to the extent the 
amount was included in federal taxable income. 

t:-s. Reduced by the amount of social security benefits included in a 
taxpayer's federal adjusted gross income under section 86 of the 
Internal Revenue Code. 

3. The same filing status used when filing federal income tax returns must be 
used when filing state income tax returns. 
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4. a. A resident individual, estate, or trust is entitled to a credit against the 
tax imposed under this section for the amount of income tax paid by 
the taxpayer for the taxable year by another state or territory of the 
United States or the District of Columbia on income derived from 
sources in those jurisdictions that is also subject to tax under this 
section. 

b. For an individual, estate, or trust that is a resident of this state for the 
entire taxable year, the credit allowed under this subsection may not 
exceed an amount equal to the tax imposed under this section 
multiplied by a ratio equal to federal adjusted gross income derived 
from sources in the other jurisdiction divided by federal adjusted gross 
income less the amounts under subdivisions a and b of subsection 2. 

c. For an individual, estate, or trust that is a resident of this state for only 
part of the taxable year, the credit allowed under this subsection may 
not exceed the lesser of the following: 

(1) The tax imposed under this chapter multiplied by a ratio equal to 
federal adjusted gross income derived from sources in the other 
jurisdiction received while a resident of this state divided by 
federal adjusted gross income derived from North Dakota 
sources less the amounts under subdivisions a and b of 
subsection 2. 

(2) The tax paid to the other jurisdiction multiplied by a ratio equal to 
federal adjusted gross income derived from sources in the other 
jurisdiction received while a resident of this state divided by 
federal adjusted gross income derived from sources in the other 
states. 

d. The tax commissioner may require written proof of the tax paid to 
another state. The required proof must be provided in a form and 
manner as determined by the tax commissioner. 

5. Individuals, estates, or trusts that file an amended federal income tax 
return changing their federal taxable income figure for a year for which an 
election to file state income tax returns has been made under this section 
shall file an amended state income tax return to reflect the changes on the 
federal income tax return. 

6. The tax commissioner may prescribe procedures and guidelines to prevent 
requiring income that had been previously taxed under this chapter from 
becoming taxed again because of the provisions of this section and may 
prescribe procedures and guidelines to prevent any income from becoming 
exempt from taxation because of the provisions of this section if it would 
otherwise have been subject to taxation under the provisions of this 
chapter. 

7. A taxpayer filing a return under this section is entitled to the following tax 
credits: 

a. Family care tax credit under section 57-38-01 .20. 

b. Renaissance zone tax credits under sections 40-63-04, 40-63-06, and 
40-63-07. 
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c. Agricultural business investment tax credit under section 57-38.6-03. 

d. Seed capital investment tax credit under section 57-38.5-03. 

e. Planned gift tax credit under section 57-38-01.21. 

f. Biodiesel fuel or green diesel fuel tax credits under 
sections 57-38-01.22 and 57-38-01.23. 

g. Internship employment tax credit under section 57-38-01.24. 

h. Workforce recruitment credit under section 57-38-01.25. 

i. Marriage penalty credit under section 57 38 01 .28. 

j-:- Research and experimental expenditures under section 57-38-30.5. 

k:-1. Geothermal energy device installation credit under section 57-38-01.8. 

hk. Long-term care partnership plan premiums income tax credit under 
section 57-38-29.3. 

ffr.1. Employer tax credit for salary and related retirement plan contributions 
of mobilized employees under section 57-38-01 .31. 

fr.-m. Income tax credit for passthrough entity contributions to private 
education institutions under section 57-38-01 .7. 

&.-n. Angel investor tax credit under section 57-38-01.26. 

fr.O. Twenty-first century manufacturing workforce incentive under section 
57-38-01.36 (effective for the first four taxable years beginning after 
December 31, 2018). 

Et-Q,. Income tax credit for employment of individuals with developmental 
disabilities or severe mental illness under section 57-38-01.16. 

f:- lndi•o<idual income tax credit under section 57 38 01.37 (effective for 
the first two taxable years beginning after December 31, 2020). 

g.,_ Individual income tax credit under section 1 0 of this Act. 

8. A taxpayer filing a return under this section is entitled to tAeany exemption 
providedfor which the taxpayer qualifies under section 40-63-04. 

9. a. If an individual taxpayer engaged in a farming business elects to 
average farm income under section 1301 of the Internal Revenue 
Code [26 U.S.C. 1301], the taxpayer may elect to compute tax under 
this subsection. If an election to compute tax under this subsection is 
made, the tax imposed by subsection 1 for the taxable year must be 
equal to the sum of the following: 

(1) The tax computed under subsection 1 on North Dakota taxable 
income reduced by elected farm income. 

(2) The increase in tax imposed by subsection 1 which would result 
if North Dakota taxable income for each of the three prior 
taxable years were increased by an amount equal to one-third of 
the elected farm income. However, if other provisions of this 
chapter other than this section were used to compute the tax for 
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any of the three prior years, the same provisions in effect for that 
prior tax year must be used to compute the increase in tax under 
this paragraph. For purposes of applying this paragraph to 
taxable years beginning before January 1, 2001 , the increase in 
tax must be determined by recomputing the tax in the manner 
prescribed by the tax commissioner. 

b. For purposes of this subsection, "elected farm income" means that 
portion of North Dakota taxable income for the taxable year which is 
elected farm income as defined in section 1301 of the Internal 
Revenue Code of 1986 [26 U.S.C. 1301], as amended, reduced by 
the portion of an exclusion claimed under subdivision d of 
subsection 2 that is attributable to a net long-term capital gain 
included in elected farm income. 

c. The reduction in North Dakota taxable income under this subsection 
must be taken into account for purposes of making an election under 
this subsection for any subsequent taxable year. 

d. The tax commissioner may prescribe rules, procedures, or guidelines 
necessary to administer this subsection. 

10. The tax commissioner may prescribe tax tables, to be used in computing 
the tax according to subsection 1, if the amounts of the tax tables are 
based on the tax rates set forth in subseetion 1. If prescribed by the tax 
commissioner, the tables must be followed by every individual, estate, or 
trust determining a tax under this sectionlf the actual general fund 
revenues exceed the estimated general fund revenues for the twelve
month period ending June thirtieth of an even-numbered year by at least 
ten percent as determined by the director of the office of management and 
budget. the rates under subsection 1 must be reduced by one-half percent 
for the subsequent tax year beginning after December thirty-first of an 
even-numbered year. The tax commissioner shall publish the reduced 
rates and notify taxpayers of the reduced rates by November first of an 
even-numbered year. The tax commissioner may determine the form and 
manner of publishing the reduced rates and notifying taxpayers, including 
any notification that taxpayers are not required to file returns or pay taxes. 
For purposes of this subsection: 

a. "Estimated general fund revenues" means the estimated general fund 
revenues, excluding the July first of an odd-numbered year general 
fund balance, as reflected in the cash f)ow forecast developed by the 
director of the office of management and budget based on the total 
estimated general fund revenues for the biennium approved by the 
most recently adjourned special or regular session of the legislative 
assembly. 

b. Any reductions to the rates under subsection 1 apply to tax years 
beginning after December 31, 2022. 

c. The rate reductions must be equally applied to all tax brackets. 

d. The reduced rates must be rounded to the nearest one-hundredth of a 
percent. 
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e. This subsection does not limit or suspend any provision in chapter 
57-38 which is not in conflict with this section, including provisions for 
assessment and refund under sections 57-38-34.4, 57-38-38, and 
57-38-40. 

SECTION 12. AMENDMENT. Section 57-38-75 of the North Dakota Century 
Code is amended and reenacted as follows: 

57-38-75. Rounding. 

With respect to any amount required to be shown on any return, form, 
statement, or other document required to be filed with the tax commissioner and for 
purposes of amounts in tax tables prescribed under subsection 12 of section 
67 38 30.3 and subsection 3 of section 57-38-59, the amount may be rounded to the 
nearest dollar. The cents must be disregarded if the cents amount to less than one-half 
dollar. If the cents amount to one-half dollar or more, the amount must be increased to 
the next whole dollar. 

SECTION 13. REPEAL. Sections 15.1-27-04.3, 15.1-27-15.1, and 15.1-27-20.2 
of the North Dakota Century Code are repealed. 

SECTION 14. REPEAL. Section 57-38-01 .28 of the North Dakota Century 
Code is repealed. 

SECTION 15. APPROPRIATION - HOMESTEAD TAX CREDIT PROGRAM. 
There is appropriated out of any moneys in the general fund in the state treasury, not 
otherwise appropriated, the sum of $37,000,000, or so much of the sum as may be 
necessary, to the tax commissioner for the purpose of paying the state reimbursement 
under the homestead tax credit, for the biennium beginning July 1, 2023, and ending 
June 30, 2025. 

SECTION 16. EFFECTIVE DATE. Sections 3, 5, 6, 7, 9, 10, 11 , 12, and 14 of 
this Act are effective for taxable years beginning after December 31 , 2022." 

Renumber accordingly 
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23.0351 .02012 

Sixty-eighth 
Legislative Assembly 
of North Dakota 

Introduced by 

HOUSE BILL NO. 1158 

Representatives Headland, Bosch, Dockter, Grueneich, Hagert, Heinert 

Senators Axtman, Conley, Kannianen, Meyer, K. Roers, Wanzek 

1 A BILL for an Act to amend and reenact subsection 1 of section 57 38 30.3 of the North Dalcota 

2 Century Gode, relating to the imposition of a flat income tax rate of one and one half percent for 

3 indi·tiduals, estates, and trusts; and to provide an effective date.for an Act to create and enact a 

4 new section to chapter 57-38 of the North Dakota Century Code, relating to an individual 

5 income tax credit: to amend and reenact sections 15.1-27-04.1 and 15.1-27-04.2, subsection 1 

6 ofsectjon 57-02-08.1, sections 57-15-01 and 57-15-01.1, subsection 1 of section 57-15-14, 

7 section 57-15-14.2, subdivision c of subsection 1 of section 57-20-07.1, and sections 

8 57-20-07.3, 57-38-30.3, and 57-38-75 of the North Dakota Century Code, relating to the 

9 determination of state aid payments. the homestead tax credit. school district levy authority, 

10 information displayed on property tax statements, a credit against payments in lieu of taxes paid 

11 by centrally assessed companies, the imposition of a flat income tax rate of one and ninety-nine 

12 hundredths percent for individuals, estates, and trusts, calculation of individual income tax 

13 based on general fund revenues. and rounding rules: to repeal sections 15.1-27-04.3. 

14 15.1-27-15.1, 15.1 -27-20.2, and 57-38-01 .28 of the North Dakota Century Code. relating to 

15 adjustments to state aid payments and the marriage penalty credit: to provide an appropriation: 

16 and to provide an effective date. 

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

18 SECTION 1. AMENDMENT. Subsection 1 of section 57 38 30.3 of the North Dal(Ota 

19 Century Gode is amended and reenacted as follows: 

20 

21 

22 

23 

24 

1. A tax is hereby imposed for each taxable year upon income earned or received in that 

taxable year by every resident and nonresident indi·tidual, estate, and trust. A taxpayer 

computing the tax under this section is only eligible for those adjustments or credits 

that are specifically pro·tided 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 
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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. ForThe tax for an 

estate or trust, the schedule is equal to North Dakota taxable income multiplied b~· the 

rate in subdivision e must be used for purposes of this subsection. The tax to be 

computed for: 

a. Single, other than head of household or surviving spousequalifying widow or 

widower is one and one half percent of North Dakota taxable income exceeding 

forty four thousand seven hundred hventy fi>oie dollars. 

If North Dakota taxable income is: 

O•o·er Not over 

$0 $37,450 

$37,450 $90,750 

$90,750 $189,300 

$189,300 $411 ,500 

$411 ,500 

The tax is equal to 

1.10% $0 

$411 .95 + 2.04% 

$1 ,499.27 + 2.27% 

$3,736.36 + 2.64% 

$9,602.44 + 2.90% 

Of amount o•oier 

$37,450 

$90,750 

$189,300 

$411 ,500 

b. MOFried filing jointly and survi•oiing spousequalifying wido111 or widower is one and 

one half percent of North Dakota taxable income exceeding seventy four 

thousand seven hundred fifty dollars. 

If ~forth Dal(Ota taxable income is: 

Over Not over The tax is equal to Of amount over 

$0 $62,600 1.10% $0 

$62,600 $151 ,200 $688.60 + 2.04% $62,600 

$151 ,200 $230,450 $2,496.04 + 2.27% $151 ,200 

$230,450 $411 ,500 $4,295.02 + 2.64% $230,450 

$411 ,500 $9,074.74 + 2.90% $411 ,500 

c. Married filing separately is one and one half percent of North Dal(Ota taxable 

income exceeding thirty seven thousand three hundred seventy five dollars. 
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If North Dakota taxable income is: 

Over 

$0 $31,300 

$31,300 

$75,600 

$115,225 

$205,750 

Not over 

1.10% 

$75,600 

$115,225 

$205,750 

The tax is equal to 

$0 

$344.30 + 2.04% 

$1,248.02 + 2.27% 

$2,147.51 + 2.64% 

$4,537.37 + 2.90% 

Of amount over 

$31,300 

$75,600 

$115,225 

$205,750 

d. Head of household is one and one half percent of North Dakota taxable income 

exceeding fifty nine thousand nine hundred fifty dollars. 

If North Dakota taxable income is: 

Over 

$0 $50,200 

$50,200 

$129,600 

$209,850 

$411,500 

Not over 

1.10% 

$129,600 

$209,850 

$411,500 

The tax is equal to 

$0 

$552.20 + 2.04% 

$2,171.96 + 2.27% 

$3,993.64 + 2.64% 

$9,317.20 + 2.90% 

Of amount over 

$50,200 

$129,600 

$209,850 

$411 ,500 

e. !::states and trusts is one and one half percent of North Dakota taxable income 

f. 

exceeding three thousand dollars. 

If North Dakota taxable income is: 

o•,er Not over 

$0 $2,500 1.10% 

$2,500 $5,900 

$5,900 $9,050 

$9,050 $12,300 

$12,300 

The tax is equal to 

$0 

$27.50 + 2.04% $2,500 

$96.86 + 2.27% $5,900 

$168.37 + 2.64% 

$254.17 + 2.90% 

Of amount ov•er 

$9,050 

$12,300 

For an indiv•idual 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 
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(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 schedulesrates 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 

maximumNorth Dakota taxable income threshold dollar amounts for each income 

bracl(Ct 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 Gode of 1954, as amended. 

For this purpose, the rate applicable to each income bracl(Ct 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 

20 tax under this section that may be used by an indi•oiidual taxpayer 't'rho is not 

21 entitled to claim an adjustment under subsection 2 or credit against income tax 

22 liability under subsection 7. 

23 SECTION 2. EFFECTIVE DATE. This Act is effective for taxable years beginning after 

24 December 31 , 2022. 

25 SECTION 1. AMENDMENT. Seetion 15.1-27-04.1 of the North Dakota Century Code is 

26 amended and re·enacted as follows: 

27 15.1-27-04.1. Baseline funding - Establishment - Determination of state aid .. -ff:ffe~,.., 

28 

29 

30 

31 

publie instruction shall establish eaeh district's baseline funding. A district's baseline 

funding consists of: ...._ ____ --""-
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2018 19 sohool year; 

instruction to determine the 2018 19 state aid payment; 

district during the 2017 18 scl'tool year for tl'te rollowing re't'enue ty13es: 

financial acoounting and re13orting manual, as de¥eloped ey the 

superintendent of 13uelio instruction in aooordanee witl't seetion 16.1 02 08; 

the state treasurer and not re13orted under code 2000 of tl:ie North Dakota 

sol'tool district financial accounting and reporting manual, as de¥eloped ey 

the su13erintendent of public instruction in accordance 'llith section 

16.1 02 08; 

financial accounting and reporting manual, as de¥eloped ey the 

su13erintendent of 13uelio instruction in aoeordanee with seetion 16.1 02 08, 

witl't tl'te mmeption of revenue reeei't'ed speeifioolly ror the operation of an 

educational program proYided at a residential treatffient facility, tuition 

reeeiyed ror the proYision of an adult farffi ffionageffient progroffi, and 

eeginning in the 2021 22 school year, se·t'enteen percent of tuition reeeiYed 

under an agreeffient to educate students from a school district on an 

air roree ease witl't funding reeei't1ed through federal impact aid, and an 

additional se't'enteen pereent of tuition reeei•t'ed under an agreeffient to 

educate students froffi a sel'tool district on on air roree ease witl't funding 

reeeiYed througl't federal iA'lpact aid each school year tl'tereafter, until the 

2024 26 scl'teol year wl:ien si~y eight percent of tuition reeei•,ed 1,mder an 

agreement to educate students froffi a school district on on air rorce ease 

witl't funding reeei't1ed througl't federal iA'lpaet aid A'IUSt ee excluded froffi tl'te 

tuition coleuletion under tl'tis paragraph; ---------~- -~~---------~-' 
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d. 

of eleetFie powCF; 

(6) Revenue fFoFA payments in lie1:1 of ta:1Ees on eleotFieity geneFeted fFom 

so1:1Fees otheF than coal; and 

eoFApensation is allocated to the state undeF 33 U.S.G. 701 (o)(3); 

An aFAount equal to the total revenue FCeeived BY the school distFiot duFing the 

2017 18 school year fer the following re•1enue types: 

(1) MoBile hoFAe ta:IE revenue; 

(2) TelecoFAmunieations ta:IE revenue; and 

(3) Re\1enue fFom payments in lie1:1 of ta:1Ees and state reimBursement of the 

homestead cFedit and disaBled \·eteFans cFedit; and 

Baseline funding fer any sehool district that Beeemes an elementary distfiot 

pursuant to section 16.1 07 27 after the 2012 13 school year. The red1:1ction m1:1st 

BC proportional to the numBer of 't\'eighted student units in the grades that aFe 

offered thro1:1gh another school district relative to the total n1:1mBer of weighted 

st1:1dent units the school district offered in the year Befere the sehool distFiet 

Beeame an elementary district. The reduced Baseline funding applies to the 

ealo1:1lation of state aid fer the first school year in which the school distFiet 

Becomes an elementary distriet and fer each year thereafter. For distriots that 

Beeome an elementary district J:)rior to the 2020 21 sehool year, the 

suJ:)erintendent shall use the red1:1ced Baseline fl:Jnding to eale1:1late state aid fer 

the 2020 21 sehool year and fer each year thereafter. 

suBseotion 1 BY the district's 2017 18 weighted student units to determine the 

distriet's Baseline funding per '♦'+'eighted student unit. 

16.1 07 27 after the 2017 18 school year, the superintendent shell adj1:1st the 

district's Baseline funding per weighted student unit used to ealc1:1late state eia. 
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s1:1bseelien 1 by the distFiot's weighted st1:1dent 1:1nits after the seheel dise=iet 

beeemes an elementary distriot to determine the district's adj1:1sted baseline 

f1:1neting per ,...,eighteet st1:1etent 1:1nit. The s1:1p0Fintendent shall 1:1se the eistriet's 

ror the first seheel year in whieh the soheel distFiot beoomes an elementary 

distriot anet ror eaoh year thereafter. 

s1:1perinteneent shall ree1:1oe the eistriet's baseline fl:Jnding per weighted st1:1dent 

1:1nit. Eaeh year the s1:1peFintenetent shall ealo1:1late the ame1:1nt by whioh the 

eistriet's baseline f1:1nding per \'IOighted st1:1dent 1:1nit eMeeeds the payment per 

weightee st1:1eent 1:1nit pre•,ieeet in s1:1bseetien 3. The s1:1perintendent shall red1:1ee 

the district's baseline fl:Jnding per '#eighteet st1:1etent 1:1nit by fifteen pereent ef the 

ame1:1nt by which the eistriet's baseline fl:Jneing per weighted st1:1eent 1:1nit e:1Eeeed~ 

the payment per weightee st1:1dent 1:1nit ror the 2021 22 seheol year. For eaeh 

year thereafter, the ree1:1etien pOFeentage is inereaseet by an adeitional fifteen 

pereent. l-lo•.vever, the distriet's baseline fl:Jnding per weighted st1:1dent 1:1nit, after 

the red1:1etien , may net be less than the payment per weighted st1:1dent 1:1nit 

pre•,ieed in s1:1bseetion 3. 

greater of: 

thirty six eollars; 

st1:1dent 1:1nit, as established in s1:1bseetien 2, rn1:1ltiplied by the district's 

weighted st1:1dent 1:1nits, net te eMeeed the district's 2017 18 baseline 

weightee st1:1dent 1:1nits, pl1:1s any weighted st1:1dent 1:1nits in eMeess of the 

2017 18 baseline weighted student units multiplied by ten the1:1sane 

one hundred thirty siK dollars; or 

(3) The district's baseline f1:1nding as established in subsection 1 less the 

amo1:1nt in paragraph 1, '.♦..ith the difference reduced by fifteen peFeent and 

then the etifferenee addee to the amount determined in paragraph 1. ----
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shell eelettlate state aid es the greater of: 

tl=tirty SC'fCA dollars; 

stttdeAt ttAit, as established iA sttbseetioA 2, mttltiplied by tl=te district's 

weighted stttdeAt ttAits, Aot to e:><eeed the district's 2017 18 beseliAe 

'h'Cighled stttdeAt ttAits, pltts aAy ·.veighted stttdeRt ttAits iR excess of tl=te 

2017 18 baseliAe weigl=tted stttdeRt ttRits mttltiplied by teA tROtlSBAd 

two httAdred thirty se'feR dollars; OF 

(3) The distriet's baseliRe fttAdiAg es established iA sttbseetioA 1 less the 

emottRt iR peragrepl=t 1 , witl=t tl=te differeAee rcdtteed by thirty perceAt fer the 

2022 23 schoel year eAd the rcdttetioR pereeRtege iRcrcesiAg by fifteeR 

perceAt each school year thereafter ttAtil the differcRce is redtteed to zero, 

BRd then the differeRce added te the BR'IOttRt deteFR'liAed iR paragraph 1. 

eAsttre the emettAt does not e:><ceed the treAsitioA me:><imttm es fellows: 

(1) For the 2021 22 school year, the treAsition me:><imttm rate is oAe httAdrcd 

ten percent of the district's baseliAe fttAdiAg per weighted stttdeAt ttAit, es 

established iA sttbseetieA 2, mttltiplied by the district's weighted stttdeAt 

ttAits frem the pre'fiotts school year. 

(2) For the 2022 23 school year, the traAsitioA ma>Eimttm rate is oAe httAdrcd 

ten pereeAt of the district's beseliAe fttAdiAg per ·.veighted stttdeAt ttAit, as 

established iA sttbseotieA 2, mttltiplied by the district's ·.wigttted sttteleAt 

ttRits from ttte pre'liotts scttool year. 

teR perceAt of the elistrict's baseliAe fttAdiRg per weigttted stttdent ttAit, as 

establisheel iA subseetioR 2, pltts tweRty pereeAt of ttte differeRee eet\'J'eOA 

tl=te mte ttnder paragraph 1 of sttbdi'fision b of this sttesectioA eAd 

one httAdreel teA percent of the district's baseliAe fttAding per weighted 

Page No. 8 23.0351.02012 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Sixty-eighth 
Legislative Assembly 

of subdi-.•ision b of this subseetion, by the distFiet's weighted student units 

ffem the pFevious school yeaF. 

ten peroent of the distFiet's baseline funding per \Wighted student unit, as 

established in subseetion 2, plus foFty peFeent of the diffemnoe bel\•.•een the ! 

Fate under paragmph 1 of subdivision b of this subsection and one hundred 

ten peFOent of the distriet's baseline funding per weighted student unit. The 

transition m&>Eimum is determined by multiplying tl'le transition maMimum 

rate, whieh rnay not eMeeed the rate under paragraph 1 of subdi-.•ision b of 

this subseetion, by the distriet's weighted student units fforn the previous 

sehool year. 

ten peFoent of the district's baseline funding per weighted student unit, as 

rate under paragraph 1 of subdi•tision b of this subseetion and one hundred 

ten percent of the distriet's baseline funding peF 'Neighted student unit. The 

transition rnaMirnum is deterrnined by rnultiplying the transition rna'lEirnum 

rate, 1Nhich may not mmeed the rate under paragraph 1 of subdivision b of 

this subseetion, by the district's weighted student units trorn the pre•tious 

school year. 

ten percent of tt'le district's baseline funding per v.•eighted student unit, as 

established in subsection 2 , plus eighty percent of the diffCFenee bel\•,een 

the rate under paragFaph 1 of subdivision b of this subseetion and 

one hundred ten percent of the distFiet's baseline funding per weighted 

student unit. The transition rnaMirnurn is deterrnined by multiplying the 

tmnsition ma'lEimum rate, which may not eMcced the rate under paragFaph 1 

of subdiiwision b of this subsection, by the distriet's .,,,.eighted student units 

frorn the previous sehool year . 
....... ---~~- ~---~~------------
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4. After eetermining U=ie preeuet in aoeereanoe with sueseotien 3, the superinteneent of 

puelio instruction shall: 

a. Suetraot an amount equal te sixty mills multiplies ey the tmtaelc valuatien ef tAc 

sehoel eistr-iet, c:1Ecept the ameunt in eollars suetraetce for 13urposcs of this 

sueeivision may not eMcecd the previous year's amount in dollars suetroctcd for 

purposes ef tAis suedi'tision ey more than twcl'tc percent, aEljustoe pursuant to 

scotion 15.1 27 04.3; ane 

sueei'tisions o and d of sueseetion 1. Before determining the eeeuction for 

shall adjust re'tcnues BS follows: 

(1) Tuition revenue shall ec adjusted as follews: 

operation ef an cduoational pregram pro•tiece at a residential 

farm management program, and tuition received under an agreement 

te educate stueents frem a seheel district on an air force ease with 

funding rceei•ted through fedeFBI impact aid as directed eael=t scl'lool 

year in paragraph 3 ef suedi'tision e ef sueseetion 1, the 

superinteneent ef puelie instruction also ol'loll reeuce tl'le total tuitien 

repartee ey the sehoel eistriet ey the amount ef t1:1itien re•ten1:1e 

recei•ted for the causation of stueents net residing in the state ane for 

wl=t icl=t tl=to state hes net entcree a oreso eer:eer eeuoetien eentraet; 

afl6 

tuition repartee ey aemitting sehoel eistr-iets meeting the req1:1irements 

ef s1:1eeiYisien e ef sueseetien 2 of section 16.1 29 12 by tl=tc amount 

eejeeent school eistriet. 

s1:1perinteneent shell reeuee all remaining re•ten1:1es from ell re'tenue typos 
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1. 

by the J:)erooAtage of mills le'l'ied iA 2020 by the sehool distriet for siAkiAg 

eAd iAtcFCst rclati>,e to the total mills le·,ied iA 2020 by the sehool distFiet for 

ell J:)UrJ30SOS. 

amount of state aid to which a school district is entitled, subject to BAY ether statutory 

rc~uirements er limitetioAs. 

suJ:)cFintcnacAt of J:lUBlie iAstruetioA the final a·,cragc daily memecrshi13 for the current 

seheel year. 

vlith the soheel districts, shall FCJ:)Ort the following to the suJ:)erinteAdent of J:)Ublie 

iAStFUction OA BA anAual basis: 

subscetioA 1 ; 

district for all J:)UrJ:)oses; and 

for siAking and iAterest fund purposes. 

To determine the amount of state aid payable to each district, the superintendent of 

l:)Ublic instruction shall establish each district's baseline funding. A distriet's baseline 

funding consists of: 

a. All state aid received by the district in accordance with chapter 15.1-27 during the 

2018-19 school year; 

b. An amount equal to the property tax deducted by the superintendent of public 

instruction to determine the 2018-19 state aid payment; 

c. An amount equal to seventy-five percent of the revenue received by the school 

district during the 2017-18 school ear for the following revenue types: _, __ _____, 
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( 1) Revenue reported under cede 2000 of the North Dakota school distriGt 

financial accounting and rep0rting manual, as developed by the 

superintendent of public instruction in accordance with section 15.1-02-08; 

(2) Mineral revenue received by the school district through direct allocation fro 

the state treasurer and not reported under code 2000 of the North Dakota 

school district financial accounting and reporting manual, as developed by 

the superintendent of public instruction in accordance with sectien 

15.1-02-08; 

(3) Tuition reported under cocfe 1300 of the North Dakota scho0I cfistrict 

financial accounting and reporting manual, as developed by the 

superintendent of public instruction in accordance with sectiori 15.1-02-08, 

with the exception of re't•eAue~ 

;:....._-----------'(,.,.a'l--) _ R~ev=e=n=u=e received specifically for the operation of an educational 

prngram provided at a residential treatment facility, tuitieA~ 

------- -=b--T~u=i=tio~n received for the provision of an adult farm management 

program,~ and begiAAiAg 

c Be 

1 2023-24 school 

an a reement to educate students from a school district on an ai 

force base with funding received through federal impact aid; 

2 2024-25 school ear sixt -ei ht ercent of tuition received under 

n a reement to educate students from a school district on an ai 

force base with funding received through federal impact aid; 

________ ___..=3,,______2025-26 school year, eighty-five percent of tuition received ur1der 

an agreement to educate students from a school district ,m an 

air force base with funding received through federal impact aid, 

UAtil the: and 

_ ________ 4 ____ 2026-27 school year, and each school year thereafter, WReA-all 

tuition received under an agreement to educate stucfents frnm a 

schoel district on an air force base with funding received through 
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federal impact aid m1::1st ee mEel1:1eleel ft:em tt:ie t1::1itien eale1::1letien 

1::1neler tl=tis paragrapl'I; 

(4) Revenue from payments in lieu of taxes on the distribution and transmissiol'I 

of electric power; 

(5) Revenue from payments in lieu of taxes on electricity generated from 

sources other than coal; and 

(6) Revenue from the leasing of land acquired by the United States for which 

compensation is allocated to the state under 33 U.S.C. 701(c)(3);-ane 

d. An amount equal to the total revenue received by the sch00I district during the 

2017-18 school year for the following revenue types: 

(1) Mobile home tax revenue; 

(2) Telecommunications tax revenue; and 

(3) Revenue from payments in lieu of taxes and state reimbursement of the 

homestead credit and disabled veterans credit-:-: and 

e. Beginning with the 2020-21 school year, the superintendent sf;iall reduce the 

baseline funding for any school district that becomes an elementary district 

pursuant to section 15.1-07-27 after the 2012-13 school year. The reduction must 

be proportional to the number of weighted student units in the grades that are 

offered through another school district relative to the total number of weighted 

student units the school district offered in the year before the school district 

became an elementary district. The reduced baseline funding applies to the 

calculation of state aid for the first school year in which the school district 

becomes an elementary district and for each year thereafter. For districts that 

become an elementary district prior to the 2020-21 school year, the 

superintendent shall use the reduced baseline funding to calculate state aid for 

the 2020-21 school year and for each year thereafter. 

2. a. The superintendent shall divide the district's baseline funding determined in 

subsection 1 by the district's 2017-18 weighted student units to determine the 

district's baseline funding per weighted student unit. 

b. For any school district that becomes an elementary district pursuant to section 

15.1-07-27 after the 2017-18 school year, the superintendent shall adjust the 
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district's baseline funding per weighted student unit used to calculate state aid. 

The superintendent shall divide the district's baseline funding determifled in 

subsection 1 by the district's weighted student units after the school district 

beeomes an elementary district to determine the distriet's adjusted baseline 

funding per weighted student unit. The superintendent shall use the district's 

adjusted baseline funding per weighted student unit in the calculation of state aid 

for the first sehool year in which the school district becomes an elementary 

district and for each year thereafter. 

c. Begirining with the 2021-22 school year and for each school year thereafter, the 

superintendent shall reduce the district's baseline funding per weighted student 

unit. Each year the superintendent shall calculate the amount by which the 

distriGt's baseline funding per weighted student unit exceeds the payment per 

weighted student unit provided in subsection 3. The superintendent shall reduce 

the district's baseline funding per weighted student unit by fifteen percent of the 

amount by which the distriet's baseline funding per weighted student unit exceed 

the payment per weighted student unit for the 2021-22 school year. For each 

year thereafter, the reduction percentage is increased by an additional fifteen 

percent. However, the district's baseline funding per weighted student unit, after 

the reduction, may not be less than the payment per weighted student wnit 

provided in subsection 3. 

3. a. For the 2021-22 school year, the superintendent shall calculate state aid as the 

greater of: 

(1) The district's weighted student units multiplied by ten thousand one hundred 

thirty-six dollars; 

(2) One hundred two percent of the district's baseline funding per weighted 

student unit, as established iri subsection 2, multiplied by the distriet's 

weighted student units, not to exceed the district's 2017-18 baseline 

weighted student units, plus any weighted student units in excess of the 

2017-18 baseline weighted stuaent units multiplied by ten thousand 

one hundred thirty-six dollars; o_r ______________ _ 
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(3) The district's baseline funding as established in subsection 1 less the 

amouflt in paragraph 1, with the difference reduced by fifteefl percent and 

then the difference added to the amount determined in paragraph 1. 

b. For the 2022-23 school year and each school year thereafter, the superinteF1dertt 

shall calculate state aid as the greater of: 

(1) The district's weighted student units multiplied by ten thousand two hundred 

thirty-seven dollars; 

(2) One hundred two percent of the district's baseline funding per weighted 

student unit, as established in subsection 2, multiplied by the district's 

weighted student units, not to exceed the district's 2017-18 baseline 

weighted student units, plus any weighted student units in excess of the 

2017-18 baseline weighted student units multiplied by ten thousand 

two hundred thirty-seven dollars; or 

(3) The district's baseline funding as established in subsection 1 less the 

amour1t in paragraph 1, with the difference reduced by thirty percent for the 

2022-23 school year and the reduction perceF1tage increasing by fifteen 

percent each school year thereafter until the difference is reduced to zero, 

and then the difference added to the amount determined in paragraph 1. 

c. The superintendent also shall adjust state aid determined in this s1:.1bsecti0n to 

ensure the amount does not exceed the transition maximum as follows: 

(1) For the 2021 22 school year, the transition ma>Eimum rate is one hundred 

ten percent of the district's baseline funding per weighted student unit. as 

established in subsection 2, multiplied by the district's weighted student 

units from the prc·1ious school year. 

ten percent of the district's baseline funding per weighted student unit, as 

established in subsection 2, multiplied by the district's weighted student 

units from the pre-..ious school year. 

.--------For the 2023-24 school year, the transition maximum rate is one tnmdred 

ten pereent of the district's baseline funding per weighted student unit, as 

established in s1:.1bsection 2, plus twenty percent of the difference between 
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the rate under paragraph 1 of subdivision b of this subseGtion and 

one hundred ten percent of the district's baseline funding per weighted 

student unit. The transition maximum is determined by ml!lltiplying the 

transition maximum rate, which may not exceed the rate under para9raph 1 

of subdivision b of this subsection, by the di•strict's weighted student 1:.1nits 

from the previous sGhool year. 

~ .(21 For the 2024-25 school year, the transition maximum rate is one hundred 

ten percent of the district's baseline funding per weighted student unit, as 

established in subsection 2, plus forty percent of the difference between the 

rate under paragraph 1 of subdivision b of this subsection and one hundred 

ten percent of the district's baseline funding per weighted student unit. The 

transition maximum is determined by multiplying the transition ma:x:imum 

rate, which may not exceed the rate under paragraph 1 of subdivisiori b of 

this subsection, by the district's weighted student units from the pre.vi0us 

scfilool year. 

~ ill For the 2025-26 sGhool year, the transition maximum rate is one hundred 

ten percent of the district's baseline funding per weighted student unit, as 

established in subsection 2, plus sixty percent of the difference between the 

rate under paragraph 1 of subdivision b of this subsection and one hundred 

ten percent of the district's baseline funding per weighted student unit. The 

transition maximum is determined by multiplying the transition maximum 

rate, which may not exceed the rate under paragraph 1 of subdivision b of 

this subsectic;m, by the district's weighted student units from tf:le previous 

school yeat. 

~ ill For the 2026-27 school year, the transition maximum rate is one hundr,ed 

ten percent of the district's baseline funding per weighted student unit, as 

established in subsection 2, plus eighty percent of the difference between 

the rate under paragraph 1 of subdivision b of this subsection and 

one hundred ten percent of the district's baseline funding per weighted 

student unit. The transition maximum is determined by multiplying the 

transition ma,ciimum rate, which may not exceed the rate under i:>aragra h 1 ....._ ______ _ 
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4. 

of sl:lbdivision b of this subsection, by the district's weighted student units 

from the previous school year. 

After determining the prodwet in accordance with subsection 3, the superintendent of 

public instruction shall: 

a. Subtract an amount eql:lal to ~ rfty mills multiplied by the taxable valuation of 

the school district; and 

b. Subtract an amount equal to seventy-five percent of all revenue types listed in 

subdivisions c and d of subsection 1. Before determining the deduction for 

seventy-five percent of all revenue types, the superintendent of public iflstructien 

shall adjust revenues as follows: 

(1) Tuition revenue shall be adjusted as follows: 

(a) In addition to deducting tuition revenue received specifically for the 

operation of an educational program provided at a residential 

tr:-eatment faeility, tuition revenue received for the provision of an adult 

farm management program, and tuition received under an agreement 

to educate students from a school district on an air force base with 

funding received through federal impact aid as directed each school 

year in paragraph 3 of subdivision c of subsection 1, the 

superintendent of public instruction also shall reduce the total tuition 

reported by the school district by the amount of tuition revenue 

received for the education of students not residing in the state and for 

which the state has not entered a cross-border education contract; 

and 

(b) The superintendent of public instruction also shall reduce the total 

tuition reported by admitting school districts meeting the requirements 

of subdivision e of subsection 2 of section 15.1-29-12 by the amount 

of tuition revenue received for the education of students residing in an 

adjacent school district. 

(2) After adjl:lsting tuition revenue as provided in paragraph 1, the 

superintendent shall reduce all remaining revenues from all revenue types 

b~ the percentage of mills levied in ~ 2022 by the school district for 
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sinking and interest relative to the total mills levied in ~ 2022 by the 

sch0ol district for all purposes. 

5. The amount remaininQ after the computation required under subsection 4 is the 

amount of state aid to which a school district is entitled, subject to any other statutory 

requirements or limitations. 

6. On or before June thirtieth of each year, the school board shall certify to the 

superintendent of public instruction the final average daily memtrership for the cwrrent 

school year. 

7. For purp0ses of the calculation in subsection 4, each county auditor, in collaboration 

with the school districts, shall report the following to the superintendent of public 

instruction on an annual basis: 

a. The amount of revenue received by each school district in ttie county during the 

previous school year for each type of revenue identified in subdivisions c and d o 

subsection 1 ; 

o. The total number of mills levied in the previous calendar year by each school 

district for all purposes; and 

c. The number of mills levied in the pr.eV-ious calendar year by each school district 

18 for sinking and interest fund purposes. 

19 SECTION 2. AMENDMENT. Section 15.1-27-04.2 of the North Dakota Century Code Is 

20 amended and reenacted as follows: 

21 15.1-27-04.2. State aid - Minimum local effort- Determination. 

22 If a district's taxable valuation per student is less than twenty percent of the state avera9e 

23 aluation per student, the su(:}erintendent of public instrnction, for purposes of determining state 

24 aid in accordance with subsection 4 of section 15.1-27-0~.1 . shall utilize aA amount eqwal to 

25 I!flt_ mills times twenty percent of the state average valuation per student multiplied by the 

26 number of weighted student units in the district. 

27 SECTION 3.AMENDMENT. SubseGtion 1 of section 57-02-08.1 of the NortM Dakota 

28 Century Code is amended and reenacted as follows: 

29 1. a. Any person sixty-five years of age or older or permanently and totally disabled, in 

30 the year in which the tax was levied, with an income that does not exceed the 

31 limitations of subdivision c is entitled to receive a reduction in the assessment on 
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the taxable valuation on the person's homestead. An exemption under this 

subsection applies regardless of whether the person is the head of a family. 

b. The exemption under this subsection continues to apply if the person does not 

reside in the homestead and the person's absence is due to confinement in a 

nursing home, hospital, or other care facility, for as long as the portion of the 

homestead previously occupied by the person is not rented to another person. 

c. The exemption must be determined according to the following schedule: 

(1) If the person's income is not in excess of tweAty twotwenty-nine thousand 

dollars, a reduction of one hundred percent of the taxable valuation of the 

person's homestead up to a maximum reductiol'I of fiveseven th0usand 

sooour hundred twenty-five dollars of taxable valuation. 

(2) If the person's income is in ex cess of tv.1enty twotwenty-njne thousand 

dollars and not in excess of twenty si>Ethirty-four thousand dollars, a 

reduction of eighty percent of the taxable valuation of the person's 

homestead up to a maximum reduction of fet:ff:five thousand fiveeight 

hundred fifty dollars of taxable valuation. 

(3) If the person's income is in excess of twenty si>Ethirty-four thousand dollars 

and not in excess of tAift.yforty-four thousand dollars, a reduction of sixty 

percent of the taxable valuation of the person's homestead up to a 

maximum reduction of thfeefour thousand tAFeefive hundred se..,enty fi•;e 

dollars of taxable valuation. 

(4) If the person's income is in excess of tAtft.yforty-four thousand dollars and 

not in excess of tl=lirty fourftfty-seven thousand dollars, a reducr:tion of forty 

percent of the taxable valuatiol'I of the person's homestead up to a 

maximum reduction of two thousand twenine hundred fifty!wenty-five dollar-s 

of taxable valuation. 

(5) If the person's income is in excess of tl=lirty fourftfty-seven thousand dollars 

and not in excess of tl=lirty ei~Rtseventy-four thousand dollars, a reduction of 

twenty percent of the taxable valuation of the person's homestead up to a 

maximum reduction of one thousand eoofive hl:mdred 

t\¥enty fi'*1eseventy-five dollars of taxable valuation. -------- -----------
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(6) If the person's income is in excess of thirty ei9htseventy-four thousand 

dollars and not in excess of forty tweninety-six thousand dollars, a reduction 

of ten percent of tt:le taxable valuation of the person's homestead up to a 

maximum reduction of fivenine hundred siMty thFOe dollars of taxable 

vatuation. 

7 On Januar first of each ear the tax commissioner shall rescribe new 

income limitations that apply in lieu of the income limitations provided in 

h 6 b ad·ustin the income limitations a licable to the 

previous taxable year by the consumer price index. For purposes of this 

paragraph, "consumer price index" means the percentage change in the 

consumer price index for all urban consumers in the midwest region as 

determined by the United States department of labor, bureau of labor 

statistics. for the most recent year ending December thirty-first. 

d. Persorcts residing tegether, as spouses or when one or more is a depericlent of 

another, are entitled to only one exemption between or among them under this 

subsection. Persons residing together, who arce not spouses or dependents, who 

are co-owners of the property are each entitled to a percentage of a full 

exemption under this subsection equal to their ownership interests in the 

property. 

e. This subsection does not reduce the liability of any person for special 

assessments levied upon any property. 

f. Any person claiming the exemption under this subsection shall sign a verified 

statement of facts establishing the person's eligibility. Any income information 

contained in the statement of facts is a confidential recor:d. 

g. A person is ineligible for the exemption under this subsection if the value of the 

assets of the person and any dependent residing with the person exceeds 

fiveseven hundred fifty thousand dollars, includi111g the value of any assets 

divested within the last three years. 

h. The assessor shall attach the statement filed under subdivisi0n f to the 

assessment sheet and shall show the reduetion on the assessment sheet 
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i. An exemption under this sull>section terminates at the end of the taxable year of 

2 the death of the applicant. 

3 SECTION 4. AMENDMENT. Section 57-15-01 of the North Dakota Century Code is 

4 mended and reenacted as follows: 

5 57-15-01. Levy in specific amounts - Exceptions. 

6 With the exception of special assessment taxes and such general taxes as may be 

7 efinitely fixed by law, all state, county, city, township, school district, and park district taxes 

8 ust be levied or voted in specific amounts of meney. For purposes of communicating wjth the 

9 blic and com · the amoun levied i mount levied in the 

10 recedin · districts shall ex ress levies in terms of dollars rather than mills. 

11 SECTION 5. AMENDMENT. Section 57-15-01 .1 of the North Dakota Century Code is 

12 mended and reenacted as follows: 

13 57-15-01 .1. Protection of taxpayers and taxing districts. 

14 Each taxing district may levy the lesser of the amount in dollars as certified in the budget of 

15 he governing body, or the amount in dollars as allowed in this section, subject to the following: 
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1. No taxing district may levy more taxes expressed in dollars than the amounts allowed 

by this section. 

2. For purposes of this section: 

a. "Base year" means the taxing district's taxable year with the highest amount 

levied in dollars in property taxes of the three taxable years immediately 

preceding the budget yearf~ 

b. "Budget year" means the taxing district's year for which the levy is being 

determined under this sectiont~ 

c. "Calculated mill rate" means the mill rate that results from dividing the base year 

taxes levied by the sum of the taxable value of the taxable property in the base 

year plus the taxable value of the property exempt by local discretion or 

charitable status, calculated in the same manner as the taxable property~ ... 

d. "Property exempt by local discretion or charitable status" means property 

exempted from taxation as new or expanding businesses under chapter 40-57 .1; 

improvements to property under chapter 57-02.2; or buildings belonging to 

institutions of public charity, new single-family residential or townhouse or ...._ ___ _ 
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condominium property, property used for early childhood services, or pollution 

abatement improvements under section 57-02-08. 

e. "Taxin district" means an olitical subdivision other than school district 

empowered by law to levy taxes. 

3. A taxing district may elect to levy the amount levied in dollars in the base year. Any 

levy under this section must be specifically approved by a resolution approved by the 

governing body of the taxing district. Before determining the levy limitation um.fer this 

section, the dollar amount levied in the base year must be: 

a. Reduced lily aJ;1 amount equal to the sum determined by application of the base 

year's calculated mill r:ate for that taxing district to the final base year taxable 

valuation of any taxable property and property exempt by local discr;etior,i or 

charitable status which is not included in the taxin@ district for the budget year bw 

was included in the taxing district for the base year. 

b. Increased by an amount equal t0 the sum determined by the application of the 

base year's calculated mill rate for that taxing district to the final budget year 

taxable valuation of any taxable property or property exempt by local discretion o 

charitable status which was not included in the taxing district for the base year 

but which is included in the ta,dng district for the budget year. 

e. Reduced to reflect expired temporary mill levy increases authorized by the 

electors of the taxing district. Fer p1:Jrpeses ef tt:lis s1:JBEiiYisieR, DR e*pirea 

temperary mill leYy iRerease aees Ret iR0l1:Jae a set:ieel aistriet geRerel RIAS mill 

rate e*eeeaiRg eRe t:11:JRarea teR mills wt:iiet:i t:ias e*pirea or t:ias Ret reoeiYea 

appro•,al of electors fer aR e*1eRsioA 1:JAaer sttbseetieA 2 of seetioR 67' 64 83. 

by m1:JltiplyiAQ tt:ie buaget year ta*able YaluatieR of tt:le sot:iool aistriet by tt:le 

lesser of tt:le base year mill rate ef tt:le seheol aistriet miAus si*1y mills or fifty 

mills, if tt:io base year is a t8*able year bofere 281 a. 
4. In addition to any other levy limitation factor under this section, a ta-xing district may 

increase its levy in dollars to reflect new or increased mill levies authorized by the 

legislative assembly or authorized by the electors of the taxing district. 
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5. Under this section a taxing district may supersede any applicable mill levy limitations 

otherwise provided by law, or a taxing district may levy up to the mill levy limitations 

otherwise provided by law without reference to this section, but the provisions of this 

section do not apply to the following: 

a. Any irrepealabJe tax to pay bonded indebtedness levied pursuant to section 16 of 

article X of the Constitution of North Dakota. 

b. The one-mill levy for the state medical center authorized by section 10 of article 

of the Constituti<,>n of North Dakota. 

6. A sehool distFiet ehoosiAg te detefffliAe its feyy authoFity uAdeF this seetioA may apply 

1 0 subseetioA a ORiy to the amouAt iA dollaFS le·,ied for geAeFal fuAd pUFposes UAdeF 

11 seetioA 67 16 14 OF, if the le'tly iA the base yeaF iAeluded sepaFate geAeral fuAd aAd 

12 speeial flmd le•,ies uAdeF seelioAs 67 16 14 aAd 67 16 14.2, the school distFiet may 

13 apply subseetioA 3 to the total amouAt le'tlied iA dollam iA the base yeaF foF both the 

14 gcAeFal fuAd aAd special fuAd aooouAts. School distFiet lc'tlies uAdeF aAy seetioA otheF 

15 thaA seetioA 67 16 14 may be made 1•♦1ithiA applicable limitatioAs but those leYies aFe 

16 Rot subject to subscetioA 3. 

17 - -+-- Optional levies under this section may be used by any city or county that has adopted 

18 a home rule charter unless the provisions of the charter supersede state laws r.elated 

19 to property tax levy limitations. 

20 SECTION 6. AMENDMENT. Subsection 1 of section 57-15-14 of the North Dakota Century 

21 Code is amended and reenacted as follows: 
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1. Unless authorized by the electors of the school district in accordance with this section, 

a school district may not impose greater levies than those permitted under section 

57-15-14.2. 

a. In any school district having a total population in excess of four thousand 

according to the last federal decennial census there may be levied any specific 

number of mills that upon res0lution of the school board has been submitted to 

and approved by a majority of the qualified electors voting upon the question at 

any regular or special school district election. 

b. In any scho0I district having a total population of fewer than four thousand, there 

may be levied an s ecific number of mills that upon resolution of the school 
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board f:las been approved by fifty-five percent of tf:le qualified electors v0ting 

upon the question at any regular or special school election. 

c. After June 30, 2009, in any school district election for approval by electors of 

increased levy authority under subsection 1 or 2, the ballot must specify the 

number of mills proposed for approval, and the number of taxable years for which 

that approval is to apply. After June 30, 2Q09, approval by electors of increased 

levy awthority under subsection 1 or 2 may not be effective for more than ten 

taxable years. 

d. The authority for a levy of up to a specific number of mills under this section 

approved by eleetors of a school district before July 1, 2009, is terminated 

effective for taxable years after 2015. If the electors of a school district subject to 

this subsection have not approved a levy for taxable years after 2015 of up to a 

specific number of mills ur1der this section by December 31, 2015, the school 

district levy limitation for subsequent years is subject to the limitations umfer 

section 57 16 01 .1 or this section. 

e. For taxable years begirming after 2012: 

(1) The authority for a levy of up to a specific number of mills, appr:oved by 

electors of a school district for any period of time that includes a ta~abte 

year before 2009, must be reduced by one hundred fifteen mills as a 

precondition of receiving state aid in accordance with chapter 15.1-27. 

(2) The authority for a levy of up to a specific number of mills, approved by 

electors of a school district for any period of time that does not include a 

taxable year before 2009, must be reduced ey forty mills as a precondition 

of receiving state aid in accorcifance with chapter 15.1-27. 

(3) The authority for a levy of up to a specific number of mills, placed on the 

ballot in a scf:lool district electior1 for electoral approval 0f increased levy 

authority under subclivision a or b, after June 30, ~ 2022, must be stated 

as a specific number of mills of general fund levy authority and must include 

a statement that the statutory school district general fund levy limitation is 

sc,.•entysixty mills on the dollar of the taxable valuation of the school district. 
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f. The authority for an unlimited levy approved by electars 0f a school district before 

2 July 1, 2009, is terminated effective for taxable years after 2015. If the electors of 

3 a school district subject to this subsection have not approved a levy of up to a 

4 specific number of mills under this section by December 31, 2015, the school 

5 district levy limitation for subsequent years is subject t0 the limitations under 

6 seolien 67 16 01 .1 er this section. 

7 SECTION 7. AMENDMENT. Section 57-15-14.2 of the North Dakota Century Code is 

8 amended and reenacted as follows: 

9 57-15-14.2. School district levies. (Effeeti•ve fer ta>Eable years thre1:1gh 9eeember 31, 
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the seheel districl le,..ied for the prier year, plus twel·,e pcreent and the dellar amount 

ef the adjustment required in section 15.1 27 04.3, up te a le•,y of se•,enty mills on the 1 

taMable •,aluation of the district, for any purpose related to the pro,..isien ef edueetional 

fund and usee in acoordance ·with this subsection. The prnceeds may not be 

transferred inte any ether ft.Ina. 

,..aluation of the eistrict, for miscellaneous purposes ane eMpenses. The preceeds ef 

this le,..y must be eepesited inte a special fund l~ne·t111 as the misoellaneeus fund and 

used in acoordanee with this subseclien. The prneeeds may not be transferree inte 

any other fund. 

11aluatien of the eistriet fer deposit into a special reserve fund, in aocordanee with 

ohapter 67 19. 

on the taMable ,..aluation of the district, for the payment of tuition, in aeooreanee with 

section 16.1 29 16. The prooeees of this le·.·y must be depositee into a special fune 

known as the tuition fund ane used in accordance with this subsection. The proceeds 

rnay not be t · any other fune. ---------~~~-----
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of tl=tc distf:iet, pursuoRt to scotioR 57 15 15.1, for purposes of ee'4'clopiRg a sel=tool 

safety ploR iR oeeordoRec witl=t scotioR 16.1 09 60. Tl'tc proceeds of 11=tis le\ly must be 

deposited iRtO 0 special fuRd IEAO't't'A 05 tl=te sel'tool safety plaA fuRd OAd usee iR 

aeeoreoRee witl=t tl'tis subseetioA. 

6. Notl'tiAg iA tl'tis seotioA limits tl'te board of o sel=tool district ffom le'4'yiRg: 

a. Mills for o buildiAg fuRd, 05 pcrmittea iA seetiOAS 15.1 09 -49 OR8 67 16 16; OR8 

b. Mills RCOOSSOF)' to pay priRoipal ORd iAterest OR tl=te boRdea acbt of tl=te eistFiet, 

iReluaiAg tl=te mills Aeoessary to pay priAeipal oAa iAtcrest OR aAy boAded Elebt 

iAeurrea uAder seotioR 57 16 17.1 before July 1, 2013. 

1. The board of a school district may levy a tax not exceeding the amount in dollars that 

tl'te sel'tool district IC¥ied for tl'te prior year, plus t\'l!el\lc pereeRt, up tewould be 

generated by a levy of se·teRtyfifty mills on the taxable valuation of the district, for ~ 

purpose related to tl=te proYisioR of edueotioRol seNieesthe school district's local 

contribution to the costs of education. The proceeds of this levy must be deposited int , 

the school district's general fund and may be used iA oeeordaRoe witl't tl'tis 

subseetioRfor any purposes related to the provision of educational ser:vices. The 

proceeds may not be transferred into any other fund. 

2. The board of a school district ma lev 

of the district, for any purpose related to the provision of educational services. The 

proceeds of this levy must be deposited into the school district's general fund and 

used in accordance with this subsection. The proceeds may not be transferred into 

any other fund. 

3. The board of a sGhool district may levy no more than twelve mills on the taxable 

valuation of the district, for miscellaneous purposes and expenses. The prnceeds of 

this levy must be deposited into a special fund known as the miscellaneous fund and 

used in accordance with this subsection. The proceeds may not be transfen:ed into 

any other fund. 
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3:4. The board of a school district may levy no more than three mills on the taxable 

valuation of the district for deposit into a special reserve fund, in accordance with 

chapter 57-19. 

+.-5. The board of a school district may levy no more than the number of mills necessary, 

on the taxable valuation of the district, for the payment of tuition, in accordance with 

section 15.1-29-15. The proceeds of this levy must be deposited into a special fund 

known as the tuition fund and used in accordance with this subsection. The proceeds 

may not be transferred into any other fund. 

&6. The board of a school district may levy no more than five mills on the taxable valuation 

of the district, pursuant to section 57-15-15.1, for purposes of developing a school 

safety plan in accordance with section 15.1-09-60. The proceeds of this levy must be 

deposited into a special fund known as the school safety plan fund and used in 

accordance with this subsection. 

~ 7. Nothing in this section limits the board of a school district from levying: 

a. Mills for a building fund, as permitted in sections 15.1-09-49 and 57-15-16; and 

b. Mills necessary to pay principal and interest on the bonded debt of the district, 

including the mills necessary to pay principal and interest on any bonded debt 

incurred under section 57-15-17.1 before July 1, 2013. 

SECTION 8. AMENDMENT. Subdivision c of subsection 1 of section 57-20-07.1 of the 

orth Dakota Century Code is amended and reenacted as follows: 

c. Provide information identifying the property tax savings provided by the state of 

North Dakota. The tax statement must include a line item that is entitled 

"legislative tax relief' and identifies the dollar amount of property tax savings 

realized by the taxpayer under chapter 50-34 for taxable years before 2019, 

chapter 50-35 for taxable years after 2018, and ci'lapter 15.1-27. 

(1) For purposes of this subdivision, legislative tax relief under chapter 15.1-27 

is determined by multiplying the taxable value for the taxable year for each 

parcel shown on the tax statement by the number of mills of mill levy 

reduction grant under chapter 57-64 for the 2012 taxable year plus the 

Aumber of mills determiAed by subtraotiAg from tl=lc 2012 ta*able year mill 

rate of tl=le sol=lool district iA •wl=liol=I tl=lc J30recl is loeatcd tl=le lesser of: -------------
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(a) RftySixty mills; or 

(b) The 2012 taxable year mill rate of the school district minus ~ 

mills. 

(2) Legislative tax relief under chapter 50-35 is determined by multiplying the 

5 taxable value for the taxable year for each parcel shown on the tax 

6 statement by the number of mills of relief determined by dividing the amount 

7 calculated in subsection 1 of section 50-35-03 for a human service zone by 

8 the taxable value of taxable property in the zone for the taxable year. 

9 SECTION 9. AMENDMENT. Section 57-20-07.3 of the North Dakota Century Code is 

10 amended and reenacted as follows: 

11 57-20-07.3. Centrally assessed company credit against payments in lieu of taxes. 
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1. The owner, operator, or lessee of transmission lines, for which payments in lieu of 

property taxes are assessed by the state board of equalization under section 

57-06-17.3, is entitled to a credit against tax in the amount provided in subsection 3. 

The credit for each transmission company must be allocated to the counties in the 

same manner as the tax collected from that company is allocated. 

2. The owner, operator, or lessee of electric transmission or distribution property, for 

which payments in lieu of property taxes are assessed by the state board of 

equalization under sections 57-33.2-02 or 57-33.2-03, is entitled to a credit against the 

transmission or distribution tax in the amount provided in subsection 3. The credit for 

each transmission or distribution company must be allocated and distributed to 

counties in the same manner as the tax collected from that company is allocated. 

3. The amount of credit is de~eFmiAed ey multiplyiAg the sum of the following: 

---~a~. _ T~h~e~company's assessed tax by a fraction, the numerator of which Is the total of 

all formula payments calculated for the subsequent calendar year under section 

50-35-03 and the denominator of which is the total statewide ad valorem property; 

tax levied in the prior taxable year: and 

b. a fraction he numerator of which is 

equal to ten mills multiplied by the taxable valuation of property in all school 

districts and the denominator of which is the total statewide ad valorem property 

Page No. 28 23.0351 .02012 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

Sixty-eighth 
Legislative Assembly 

4. The tax commissioner shall annually calculate the amount of credit to which a 

company is entitled under this section. 

SECTION 10. A new section to chapter 57-38 of the North Dakota Century Code is created 

nd enacted as follows: 

Individual income tax credit. 

1. A resident of this st te i entitled to a nonrefundable credi 

income tax liability as determined under section 57-38-30.3 for the taxable year. 

2. Ba d on n indiv·dual's filin status used for federal inco 

3. 

maximum credit that may be claimed is: 

a. For single. married filing separately, and head of household filing status, 

eight hundred dollars. 

b. For married filin s onethousand 

six hundred dollars. 

The amount claimed ma not exceed he a ount f the resident's inco 

as determined under this chapter for the taxable year. Any credit amount exceeding a 

resident's income tax liability for the taxable year may not be claimed as a carryback 

or carryforward. 

SECTION 11. AMENDMENT. Section 57-38-30.3 of the North Dakota Century Code is 

mended and reenacted as follows: 

57-38-30.3. Individual, estate, and trust income tax. 

1. A tax is hereby imposed for each taxable year upon income earned or received in that 

taxable year by every resident and nonresident individual. estate, and trust. A taxpaye 

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. estates. and trusts is equal to one and ninety-nine 

hundredths percent of North Dakota taxable income multiplieel ey the rates iA the 

applioaele rate seheelule iA subelivisieAs a threu9h d eorrespeAdiA9 to aA iAdividual"s 
~~~~ 
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filiRg stet1:1s 1:1sea fer feaerel iAoeme tm< p1:1rpeses. Fer eA estate er tR:Jst, tt:le sohea1:1le 

iA s1:1bai\1isioA e m1:1st be 1:1sea fer p1:1rposes of tt:lis s1:1eseotioA. 

a. SiRgle, ott:ler tt:leA t:leea of ho1:1set:lole er s1:1FYi•tiRg spo1:1se. 

::::::: ,::::::: ,:::::: : ::::: ::::::J 
$189,300 $411,600 $3,736.36 + 2.64% $180,30q 

$411 ,688 $9,682.44 + 2.90% 5411 ,soq 

13. Merriea filiRg joiAtly aAe s1:1rvi•tiRg spo1:1se. 

If Nortt:I Dakota te~able iReome is: 

so sa1,aoo 1.10% 
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1.10% $0 

$2,500 

r----iM'lr:MHHat!$9~,Qlif§,t:JQ $96.86 + 2.27% $6,900 

t a 

$12,300 $168.37 + 2.64% $9,060 

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 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. 

I n 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 

schedules set ferth iR subdi•fisioRs a through e. The Rew schedules must be 

determiRed by iRoreasiRg the FRiRimum aAd ma>Eimum dollar amouRtS fer each 

income bracket fer which a ta)( is imposed by the cost of li'fiAg adjustmeAt fer the 

ta>Eeble year es detefffliRed by the seoretary of the URited States treasury fer 

purposes of seetioA 1 (f) of the UAited States IRtemel Re'feAue Gode of 1964, as 

emeRded. For this purpose, the rate applicable to each iReome breel(et may not 

be oheRged, aRd the manRer of epplyiRg the oost of li'fiRg edjustmeRt must be 
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2. 

the seme es thet 1:1sea fer aaj1:1stiAg the iAeeme eraekets fer feaerel iAeeme tett 

p1:1rpeses. 

~ b. The tax c0mmissioner 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. 

For purposes of this section, "North Dakota taxable income" means the federal taxable 

income of an individual, estate, or trust as computed under the Internal Revenue Cod 

of 1986, as amended, adjusted as follows: 

a. Reduced by interest income from obligations of the United States and income 

exempt from state income tax under federal statute or United States or North 

Dakota constitutional provisions. 

b. Reduced by the portion of a distribution from a qualified investment fund 

described in section 57-38-01 which is attributable to investments by the qualified 

investment fund in obligations of the United States, obligations of North Dakota o 

its political subdivisions, and any other obligation the interest from which Is 

exempt from state income tax under federal statute or United States or North 

Dakota constitutional provisions. 

c. Reduced by the amount equal to the earnings that are passed through to a 

taxpayer in connection with an allocation and apportionment to North Dakota 

under section 57-38-01.35. 

d. Reduced by forty percent of: 

(1) The excess of the taxpayer's net long-term capital gain for the taxable year 

over the net short-term capital loss for that year, as computed for purposes 

of the Internal Revenue Code of 1986, as amended. The adjustment 

provided by this subdivision is allowed only to the extent the net long-term 

capital gain is allocated to this state. 

(2) Qualified dividends as defined under Internal Revenue Code section 1 (h) 

(11), added by section 302(a) of the Jobs and Growth Tax Relief 

Reconciliation Act of 2003 [Pub. L. 108-27; 117 Stat. 752; 2 U.S.C. 963 

et seq.], but only if taxed at a federal income tax rate that is lower than the -----------
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regular federal income tax rates applicable to ordinary income. If, for any 

taxable year, qualified dividends are taxed at the regular federal income tax 

rates applicable to ordinary income, the reductiofl allowed under this 

subdivision is equal to thirty percent of all dividends included in federal 

taxable income. The adjustment provided by this subdivision is allowed only 

to the extent the qualified dividend income is allocated to this state. 

e. Increased by the amount of a lump sum distribution for whiGh income averaging 

was elected under section 402 of the Internal Revenue Code of 1986 [26 U.S.C. 

402], as amended. This adjustment does not apply if the taxpayer received the 

lump sum distribution while a nonresident of this state and the distribution is 

exempt from taxation by this state under federal law. 

f. Increased by an amount equal to the losses that are passed through to a 

taxpayer in connection with an alloGation and apportionment to North Dakota 

under section 57-38-01.35. 

g. Reduced by the amount received by the taxpayer as payment fo>r services 

performed when mobilized urtder title 10 United St-ates Code federal service as a 

member of the national guard or reserve member of the armed forces of the 

United States. This subdivision does not apply to federal service while attending 

annual training, basic military training, or professional military education. 

h. Reduced by income from a new and expanding business exempt from state 

income tax under section 40-57.1-04. 

i. Reduced by interest and income from bonds issued under eha13ter 11 37. 

.....----+--Reduced by up to ten thousand dollars of qualified expenses that are related to a 

donation by a taxpayer or a taxpayer's dependent, while living, of one or more 

human organs to another human being for human organ transplantation. A 

taxpayer may claim the reduction in this subdivision only once for each instance 

of organ donation during the taxable year in which the human organ donation and 

the hurman organ transplantatien occurs but if qualified expenses are incurred in 

more than one taxable year, the reduction for those expenses must be claimed in 

the ear in which the expenses are incurred. For purposes of this subdivision: 
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(1) "Human organ tr:ansplantation" means th.e medical procedure by which 

transfer of a human organ is made from the body of one person to the body 

of another person. 

(2) "Organ" means all or part 0f an individual's liver, pancreas, kidney, intestine, 

lung, or bone marrow. 

(3) "Qualified expenses" means lost wages not compensated by sick pay and 

unreimbursed medical expenses as defined for federal income tax 

pwrposes, to the extent not deducted in computing federal taxable income, 

whether or not the taxpayer itemizes federal ir:icome tax deductions. 

k:-1 Increased by the amownt of the contribution upon which the credit under secti0lil 

57-38-01.21 is computed, but only to the extent that the contribution reduced 

federal taxable income. 

H . Reduced by the amount of any payment received by a veteran or beneficiary of a 

veteran under section 37-28-03 or 37-28-04. 

ffr.L Reduced by the amount received by a taxpayer that was paid by an employer 

under paragraph 4 of subdivision a of subsection 2 of section 57-38-01.25 to hire 

the taXipayer for a hard-to-fill position under section 57-38-01.25, but only t0 the 

extent the amount received by the taxpayer is included in federal taxable Income. 

The reduction applies only if the emli)loyer is entitled to the cr:edit under seGti0n 

57-38-01 .25. The taxpayer must attach a statement from the employer in which 

the employer certifies that the employer is entitled to the credit under section 

57-38-01 .25 and which specifically identified the type of payment and tlile ar:n0unt 

of the exemption under this section. 

tr.m. Reduced by the amount up to a maximum of five thousamd dollars, or ten 

thousand dollars if a joint return is filed, for contributions made under a higher 

educati0n savings plan administered by the Bank of North Dakota, pursuant to 

section 6-09-38. 

&:n. Redwced by the amount of income of a taxpayer, who resides anywhere within 

the exterior boundaries of a reservation situated in this state or situated both in 

this state and in an adjoining state and who is an enrolled member of a federally 

recognized Indian tribe, from activities or sources anywher,e within the exterior ------
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boundaries of a reservation situated in this state or both situated in this state and 

in an adjoining state. 

Jt:Q. For married individuals filing jointly, reduced by an amount equal to the excess of 

the recomputed itemized deductions or standard deduction over the amount of 

the itemized deductions or standard deduction deducted in computing federal 

taxable ineome. For purposes of this subdivision, "itemized deductions or 

standard deduction" means the amount under section 63 of the Internal Revenue 

Code that the married individuals deducted in computing their federal taxable 

income and "recomputed itemized deductions or standard deduction" means an 

amount determined by computing the itemized deductions or standard deduction 

in a manner that replaces the basic standard deduction under section 63(c)(2) of 

the Internal Revenue Code for married individuals filing jointly with an amount 

equal to double the amount of the basic standard deduction under section 63(c) 

(2) of the Internal Revenue Code for a single individual other than a head of 

household and surviving spouse. If the married individuals elected under 

section 63(e) of the Internal Revenue Code to deduct itemized deductions in 

computing their federal taxable income even though the amount of the allowable 

standard deduction is greater, the reduction under this subdivision is not allowed. 

Married individuals filing jointly shall compute the available reduction under this 

subdivision in a manner prescribed by the tax commissioner. 

Et,Q. Reduced by an amount equal to four thousand one hundred fifty dollars for 

taxable year 2018, for each birth resulting in stillbirth, as defined in section 

23-02.1-01, for which a fetal death certificate has been filed under section 

23-02.1-20. For taxable years beginning after December 31 , 2018, the deduction 

amount must be adjusted annually on January first of each year by the 

cost-of-living adjustment. For purposes of this subdivision, "cost-of-living 

adjustment" means the percentage increase in the consumer price index for all 

urban consumers in the midwest region as determined by the United States 

department of labor, bureau of labor statistics, for the most recent year ending 

December thirty-first. The exemption may only be claimed in the taxable year in 

which the stillbirth occurred. 
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f:Q.. Reduced by the amount of expenses incurred by an employee which are directly 

related t0 the attainment of higher education or career and technical education 

which are reimli>ursed by the employee's employer, but only te the extent tMe 

amount 0f lieimbursement is rep0rted as federal taxable i!'lcome. 

&cf:. Reduced by the amount r;eceived by a taxpayer as retired military personflel 

benefits, including retired military personnel benefits paid to the surviving spouse 

of a deceased retired member of the armed forces of the United States, a reserv 

component of the armed forces of the United States, or the national guard, but 

only t0 the extent the amount was included in federal taxable income. 

t:-s. Reduced by the amount of social secwrity benefits included in a taxpayer's 

federal adjusted gress income under section 86 of the Internal Revenue Coele. 

3. The same filing status used whefl filing federal income tax returns must be used when 

filing state ir,icome tax returns. 

4. a. A resident individual, estate, or tmst is entitled to a credit agaiflst the tax imposed 

under this section for the amount of income tax paid by the taxpayer for the 

taxable year by another state or territory of the United States or the District of 

Columbia on income derived from sources in those jurisdictions that is also 

subject to tax under this section. 

b. F0r an individual, estate, or trust that is a resident of this state for the entire 

taxable year, the credit allowed under this subsection may not exceed an amoul'lt 

equal to the tax imposed under this section multiplied by a ratio equal to federal 

adj~sted gross income derived from sources in the other jurisdiction divided by 

federal adjusted gross income less the amounts under subdivisions a and b of 

subsecti©n 2. 

c. For an individual, estate, or trust that is a resident of this state for only part of the 

taxable year, the credit allowed under this subsection may not exceed the lesser 

of the following: 

(1) The tax imposed under this chapter multiplied by a ratio equal to federal 

adjusted gross income derived from sources in the other jurisdiction 

recejved while a resident of this state divided by federal adjusted gross 
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income derived from North Dakota sources less the amounts under 

subdivisions a and b of subsection 2. 

(2) The tax paid to the other jurisdiction multiplied by a ratio equal to federal 

adjusted gross income derived from sources in the other jurisdiction 

received while a resident of this state divided by federal adjusted gross 

income derived from sources in the other states. 

d. The tax commissioner may require written proof of the tax paid to another state. 

The required proof must be provided in a form and manner as determined by the 

tax commissioner. 

5. Individuals, estates, or trusts that file an amended federal income tax return changing 

their federal taxable income figure for a year for which an election to file state Income 

tax returns has been made under this section shall file an amended state income tax 

return to reflect the changes on the federal income tax return. 

6. The tax commissioner may prescribe procedures and guidelines to prevent requiring 

income that had been previously taxed under this chapter from becoming taxed again 

because of the provisions of this section and may prescribe procedures and guidelineJ 

to prevent any income from becoming exempt from taxation because of the provisions 

of this section if it would otherwise have been subject to taxation under the provisions 

of this chapter. 

7. A taxpayer filing a return under this section is entitled to the following tax credits: 

a. Family care tax credit under section 57-38-01.20. 

b. Reflaissance zone tax credits under sections 40-63-04, 40-63-06, and 40-63-07. 

c. Agricultural business investment tax credit under section 57-38.6-03. 

d. Seed capital investment tax credit under section 57-38.5-03. 

e. Planned gift tax credit under section 57-38-01.21. 

f. Biodiesel fuel or green diesel fuel tax credits under sections 57-38-01 .22 and 

57-38-01.23. 

g. Internship employment tax credit under section 57-38-01 .24. 

h. Workforce recruitment credit under section 57-38-01 .25. 

i. MaFFiagc ~eRalty OFCdit URdeF seetioR 67 38 01 .28. 

.,------+-- Research and experimental expenditures under section 57-38-30.5. 
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k-:-i. Geothermal energy device installation credit under section 57-38-01 .8. 

hk. Long-term care partnership plan premiums income tax credit under section 

57-38-29.3. 

Ar.L. Employer tax credit for salary and related retirement plan contributiens of 

mobilized employees under section 57-38-01.31 . 

fl-:m. Income tax credit for passthrough entity contributions to private education 

institutions under section 57-38-01 .7. 

Er.D..:. Angel investor tax credit under section 57-38-01.26. 

fr.O. Twenty-first century manufacturing workforce incentive under section 

57-38-01 .36 (effective for the first four taxable years beginning after 

December 31 , 2018). 

ct:Q. Income tax credit for employment of individuals with developmental disabilities or 

severe mental illness under section 57-38-01.16. 

taMaele years eeginning after Deeemeer 31 , 2020). 

Individual income tax credit under section 10 of this Act. 

8. A taxpayer filing a return under this section is entitled to tf:leany exemption J>Fe'lideefor 

which the taxpayer qualifies under section 40-63-04. 

9. a. If an individual taxpayer engaged in a farming business elects to average farm 

income under section 1301 of the Internal Revenue Code [26 U.S.C. 1301), the 

taxpayer may elect to compute tax under this subsection. If an election to 

compute tax under this subsection is made, the tax imposed by subsection 1 for 

the taxable year must be equal to the sum of the following: 

(1) The tax computed under subsection 1 on North Dakota taxable income 

reduced by elected farm income. 

(2) The increase in tax imposed by subsection 1 which would result if North 

Dakota taxable income for each of the three prior taxable years were 

increased by an amount equal to one-third of the elected farm income. 

However, if other provisions of this chapter other than this section were 

used to compute the tax for any of the three prior years, the same 

provisions in effect for that rior tax ear must be used to compute the ----------
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10. 

increase in tax under this paragraph. For purposes of applying this 

paragraph to taxable years beginning before January 1, 2001 , the increase 

in tax must be determined by recomputing the tax in the manner prescribed 

by the tax commissioner. 

b. For purposes of this subsection, "elected farm income" means that portion of 

North Dakota taxable income for the taxable year which is elected farm income 

as defined in section 1301 of the Internal Revenue Code of 1986 [26 U.S.C. 

1301), as amended, reduced by the portion of an exclusion claimed under 

subdivision d of subsection 2 that is attributable to a net long-term capital gain 

included in elected farm income. 

c. The reduction in North Dakota taxable income under this subsection must be 

taken into account for purposes of making an election under this subsection for 

any subsequent taxable year. 

d. The tax commissioner may prescribe rules, procedures, or guidelines necessary 

to administer this subsection. 

The ten< commissioner may prescribe ta>< tables, to be used in computing the ta>< 

acoording to subsection 1, if the amounts of the ta>< tables are based on the ta>< rates 

set foflh in subsection 1. If preseril:led l:ly the ta>< commissioner, the tables must be 

follo·#ed by e·,ery indi'lidual, estate, or trust determining a ta>< under this seetionlf the 

actual general fund revenues exceed the estimated general fund revenues for the 

twelve-month period ending June thirtieth of an even-numbered year by at least 

ten percent as determined by the director of the office of management and budget. the 

rates under subsection 1 must be reduced by one-half percent for the subsequent tax 

year beginning after December thirty-first of an even-numbered year. The tax 

commissioner shall publish the reduced rates and notify taxpayers of the reduced 

rates by November first of an even-numbered year. The tax comm1ss1oner may 

determine the form and manner of publishing the reduced rates and notifying 

taxpayers. including any notification that taxpayers are not required to file returns or 

pay taxes. For purposes of this subsection: 

a. "Estimated he estimated neral fund revenue 
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reflected in the cash flow forecast developed by the director of the office of 

mana ement and bud et based on the total estimated eneral fund revenues for 

the biennium a roved b the most recent! 

of the legislative assembly. 

b. An reductions to the rates under subsection 1 a I to tax ears be after 

December 31, 2022. 

c. The rate reductions must be e lied to all tax brackets. 

d. The reduced rates mu t be rounded to he nearest one-hundredth of a ercent. 

not in conflict with this section, including provisions for assessment and refund 

under sections 57-38-34.4, 57-38-38. and 57-38-40. 

SECTION 12. AMENDMENT. Section 57-38-75 of the North Dakota Century Code is 

mended and reenacted as follows: 

57-38-75. Rounding. 

With respiect to any ameunt required to be shown on any return, form, statement, or other 

16 ocument required to be filed with the tax commissioner and for purposes of amounts in tax 

17 \ tables prescribed under sueseetien 12 ef seetion 67 38 30.o anel subsectican 3 of sectien 

18 57-38-59, the amount may be rounded to the nearest dollar. The cents must be disregarded if 

19 the cents amount to less than one-half dollar. If the cents amount to one-half dollar 0r m0re, the 

20 mount must be increased to the next whole dollar. 

21 SECTION 13. REPEAL. Sections 15.1-27-04.3, 15.1-27-15.1, and 15.1-27-20.2 of the 

22 orth Dakota Century Code are repealed. 

23 SECTION 14. REPEAL. Section 57-38-01 .28 of the North Dakota Century Code is 

24 epealed. 

25 SECTION 15. APPROPRIATION -HOMESTEAD TAX CREDIT PROGRAM. There is 

26 appropriated out of any moneys in the general fund in the state treasury, not otherwise 

27 appropriated, the sum of $37,000,000, or so much of the sum as may be necessary, to the tax 

28 commissioner for the p1:1rpose of paying the state reimbursement under the homestead tax 

29 credit, for the biennium beginning July 1, 2023, and ending Jur:1e 30, 2025. 

30 SECTION 16. EFFECTIVE DATE. Sections 3, 5, 6, 7, 9, 10, 11 , 12, and 14 of this Act are 

31 effective for taxable years beginning after December 31 , 2022. 
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I I 
Proposal ~ Proposal 3 I I Senate Proposal 1 House Proposal 1 

$350 M1lhon $358 M1lhon S288 M 1ll1on $383 r 1 
Income Tax -Same Principle as HB 1515 ----r T 

$700 Slngle/$1,400 Married 3 Tier System O'-' First Level - Others Unchanged 1.99% Flat Tax $800/$1600 
1.10'-' $44,725 $491.98 1.10% 0.00% $44,725 $0.00 0.00% 0.00% $44,725 $0.00 0.00% 1.99" $44,725 $890.03 1.99% 
2.04% $108,325 $1,789.42 1.65% 1.95" $225,975 $3,534.38 1.56% 2.04% $108,325 $1,297.44 1.20% 1.99" $108,325 $2,155.67 1.99% 
2.27% $225,975 $4,460.07 1.97% 2.50" $491,350 $10,168.75 2.07'-' 2.27% $225,975 $3,968.10 1.76% 1.99% $225,975 $4,496.90 1.99'-' 
2.64% $491,350 $11,465.97 2.33% 2.64% $491,350 $10,974.00 2.23" l.99% $491,350 $9,777.87 1.99" 
2.90% 2.90% 1.99" 

$162 Million $162 MIiiion 5217 M1ihon Siiia M1ihon 
Property Tax Relief-I 

,-
T T Property Tax Relief I 

15 MIiis + Centrally Assess+ Rural Electric 15 MIiis + Centrally Assess+ Rural Electric 20 Mills+ Centrally Assess+ Rural Electric 10 MIiis + Centrally Assess+ Rural Electric 

I ------1 I __J_ l 550 M,ihon $SO Million S.!2,_~n _. $37 M1lhon 
Homestead Tax Credit Age65 Homestead Tall Credit 

so $50,000 100% $9,000 
$50,000 $75,000 50% $4,500 

5562 Million 5570 M1ll1on S58S M1ll1on SS28 M1lho n 



#27570

HB 1158 Conference Committee 

4/14/2023 

Estimated Biennium Impact Per Plan 

0% and 1.99% with $5000 Adjustment $394,567,166 
15 Mill Buy Down $162,436,045 
Homestead Property Credit $40,000,000 
Total $597,003,211 

Individual Income Tax Bracket Overview 

Bracket Original Updated Return 
Level Tax Rate Tax Rate Count 

1 1.10% 0.00% 558,394 
2 2.04% 1.99% 248,824 

3 2.27% 1.99% 52,901 
4 2.64% 1.99% 27,090 
5 2.90% 1.99% 28,907 

TOTAL 916,116 

Individual Income Tax Comparison 
0% First and 1.99% Remaining with $5000 Adjustment 

Fiscal Note View (without HB 1515 Credits) 

Original Average 

Bracket Net Tax Updated Taxpayer Savings 

Level Liability Net Tax Liability Savings Per Return 

1 $104,234,938 $0 $104,234,938 $187 
2 $267,016,822 $146,223,917 $120,792,905 $485 
3 $120,131,628 $92,719,118 $27,412,510 $518 
4 $106,078,279 $82,649,241 $23,429,038 $865 
5 $361,641,189 $242,943,414 $118,697,775 $4,106 

TOTAL $959,102,856 $564,535,690 $394,567,166 $431 

Individual Income Tax Comparison 

0% First and 1.99% Remaining with $5000 Adjustment 
2021 Comparison (with HB 1515 Credits) 

Original Average 
Bracket Net Tax Updated Taxpayer Savings 

Level Liability Net Tax Liability Savings Per Return 

1 $13,197,972 $0 $13,197,972 $24 
2 $163,384,717 $146,223,917 $17,160,800 $69 
3 $101,539,754 $92,719,118 $8,820,636 $167 
4 $97,721,454 $82,649,241 $15,072,213 $556 
5 $356,548,366 $242',943,414 $113,604,952 $3,930 

TOTAL $732,392,263 $564,535,690 $167,856,573 $183 

1 



Income Tax Options 
Rate Change Plan Annual Total Biennium Total 

0% First Level and 1.5% Rem aining $283,203,000 $566,406,000 

0% First Level and 1.6% Remaining $268,633,322 $537,266,643 

0% Fi rst Level and 1.7% Remaining $254,029,838 $508,059,675 

0% First Level and 1.8% Remaining $239,389,582 $478,779,163 

0% First Level and 1.9% Remaining $224,535,862 $449,071,724 

0% First Level and 1.99% Remaining $211,127,532 $422,255,064 

0% First Level and 2.00% Remaining .$209,636,006 $419,272,012 

0% Fi rst Level and 2.15% Remaining $187,231,799 $374,463,598 

0% First Level and 2.25% Remaining $172,256,096 $344,512,191 

0% First Level and 1.5% Remaining -SK $272,830,889 $545,661,775 

0% First Level and 1.6% Remaining -SK $257,558,743 $515,117,485 

0% First Level and 1.7% Remaining -SK $242,251,993 $484,503,985 

0% First Level and 1.8% Remaining -SK $226,902,038 $453,804,075 

0% First Level and 1.9% Remaining -SK $211,333,001 $422,666,002 

0% Fi rst Level and 1.99% Remaining -SK $197,283,583 $394,567,166 

0% First Level and 2.00% Remaining $195,721,672 $391,443,344 

0% First Level and 1.5% Remaining -l0K $261,387,925 $522,775,849 
0% First Level and 1.6% Remaining -lOK $245,339,638 $490,679 ,27 S 

0% First Level and 1.7% Remaining -l0K $229,252,824 $458,505,647 

0% First Level and 1.8% Remaining -lOK $213,119,161 $426,238,321 

0% First Level and 1.9% Remaining -lOK $196,768,853 $393,537,706 

0% First Level and 1.99% Remaining -lOK $182,019,518 $364,039,036 

0% First Level and 2.00% Remaining -lOK $180,379,198 $360,758,396 

$500 and $1,000 Credits Only $144,166,270 $288,332,540 

$700 and $1,400 Credits Only $175,056,493 $350,112,985 

$750 and $1,500 Credits Only $181,400,000 $362,800,000 

30% Rate Reduction (No Credit s) $152,913,854 $305,827,708 

1.99% Flat Tax+ $500 and $1,000 Credits $121,532,696 $243,065,391 

1.99% Flat Tax+ $700 and $1,400 Credits $170,961,175 $341,922,349 

1.99% Flat Tax+ $800 and $1,600 Credits $191,589,179 $383,178,358 

2.04% Flat Tax + Bracket Level 1 Credits $182,275,266 $364,550,531 

2.25% Flat Tax+ $1,000 and $2,000 Credits $167,537,801 $335,075,602 
0% First Level - Other Levels Unchanged $143,997,224 $287,994,448 

3 Tier System: 0%, 1.75%, and 2.5% $195,228,304 $390,456,607 

3 Tier System: 0%, 1.85%, and 2.5% $187,200,852 $374,401,703 

3 Tier System: 0%, 1.95%, and 2.5% $179,148,602 $358,297,204 

3 Tier System: 0.5%, 1.0%, and 1.5% $258,096,840 $516,193,680 

3 Tier System: 0.5%, 1.25%, and 2.0% $204,688,247 $409,376,494 

3 Tier System: 0.5%, 1.5%, and 2.5% $150,197,391 $300,394,782 

None $0 $0 
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Mill Buy Down Options 
Number of Mills Annual Total Biennium Total 

20 Mills Base $102,000,000 $204,000,000 

20 Mills+ Central $108,009,638 $216,019,277 

20 Mills+ Central + Rural Electric Credit $108,290,696 $216,581,393 

17 Mills Base $87,500,000 $175,000,000 

17 Mills+ Central $92,608,193 $185,216,385 

17 Mills+ Central + Rural Electric Credit $92,847,092 $185,694,184 

15 Mills Base $76,500,000 $153,000,000 

15 Mills + Central $81,007,229 $162,014,458 

15 Mills + Central + Rural Electric Credit $81,218,023 $162,436,045 

10 Mills Base $51,000,000 $102,000,000 

10 Mills+ Central $54,004,819 $108,009,638 

10 Mills + Central+ Rural Electric Credit $54,145,349 $108,290,697 

None $0 $0 
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Homestead Tax Credit Options 
Description Annual Total Biennium Total 

$20 Million $10,000,000 $20,000,000 
$25 Million $12,500,000 $25,000,000 
$30 Million $15,000,000 $30,000,000 
$35 Million $17,500,000 $35,000,000 
$40 Million $20,000,000 $40,000,000 
$45 Million $22,500,000 $45,000,000 
$50 Million $25,000,000 $50,000,000 
$55 Million $27,500,000 $55,000,000 
$60 Million $30,000,000 $60,000,000 
$65 Million $32,500,000 $65,000,000 
$70 Million $35,000,000 $70,000,000 
$75 Million $37,500,000 $75,000,000 
$80 Million $40,000,000 $80,000,000 
$85 Million $42,500,000 $85,000,000 
$90 Million $45,000,000 $90,000,000 
Amended HB 1158 - Ages 65+ Income Less Than $75K $32,450,000 $64,900,000 
Amended SB 2136 - Ages 65+ Incom e Less Than $1D0K $63,650,000 $127,300,000 
No Age Limit+ Income Less Than $120K $208,500,000 $417,000,000 
No Age Limit + Income Less Than $96K $97,900,000 $195,800,000 
None $0 $0 
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Proposal 2 I Proposal 3 I Senate Proposal 1 House Proposal 1 J $3SO Million $3S8 MIiiion $288 Million $383 Million Income Tax - Same Principle as HB 1515 I r $700 Slngle/$1,400 Married 3 nerSystem 0% First Level - Others Unchanged 1.99% Flat Tax $800/$1600 1.10% $44,725 $49L98 1.10% 0.00" $44,725 $0.00 0.00% 0.00% $44,725 $0.00 0.00% 1.99" $44,725 $890.03 1.99" 2.04% $108,325 $1,789.42 1.65% 1.95" $225,975 $3,534.38 1.56% 2.04% $108,325 $1,297.44 1.20% 1.99% $108,325 $2,155.67 1.99% 2.27% $225,975 $4,460.07 1.97% 2.50% $491,350 $10,168.75 2.07" 2.27% $225,975 $3,968.10 1.76% 1.99% $225,975 $4,496.90 1.99% 2.64% $491,350 $11,465.97 2.33" 2.64" $491,350 $10,974.00 2.23" 1.99% $491,350 $9,777.87 1.99% 2.90% 
2.90% 1.99% 

--$172 Million $172 Million I 
$7°Million $108 Million Property Tax Relief T I Property Tax Relief r-lS Mills + Centrally Assess+ Rural Electric lS Mills+ Centrally Assess + Rural Electric 20 MIiis + Centrally Assess + Rural Electric 10 Mills + Centrally Assess + Rural Electric 

l t __ I I l - -$50. Million I ~ Million $~ M1ll1on $37 Million Homestead Tax Credit 
Age65 Homestead Tax Credit 

$0 $50,000 100% $9,000 
$50,000 $75,000 50% $4,500 ------

$572 Million $580 MIiiion $S85 Million $528 Million - r 
Proposal 4 I Proposal 5 I Proposal 6. Proposal 7 I $350 Million $327 Million $288 Million $332 MIiiion Income Tax - Same Principle as HB 1515 -

I I-·----
I $700 Slngle/$1,400 Married 4 nerSystem 0% First Level • Others Unchanged 4 nerSystem 

·--1.10% $44,725 $491.98 1.10% 0.00% $44,725 $0.00 0.00% . 0.00% $44,725 $0.00 0.00% 0.00% $44,725 $0.00 0.00% 2.04% $108,325 $1,789.42 1.65% 1.95% $225,975 $3,534.38 1.56% 2.04% $108,325 $1,297.44 1.20% 1.95% $225,975 $3,534.38 1.56% 2.27% $225,975 $4,460.07 1.97% 2.50% $1,000,000 $22,885.00 2.29% 2.27% $225,975 $3,968.10 1.76% 2.50% $750,000 $16,635.00 2.22% 2.64% $491,350 $11,465.97 2.33% 2.90% 2.64% $491,350 $10,974.00 2.23% 2.80% -2.90% 
2.90% - --· 

$172 Million I ·,-
$177" Million S125 Million $172 MIiiion Property Tax Relief I ·, --- - - ·r- I I 15 Mills + Centrally Assess+ Rural Electric 15 Mills+ Centrally Assess+ Rural Electric 12 Mills+ Centrally Assess+ Rural Electric lS MIiis + Centrally Assess+ Rural Electric - -I -·-- I J ___ - I I $37 MIiiion $40 Million $37 Million $37 Million -

-Homestead Tax Credit 
Age65 

·-

$559 Million $539 M,lllon $450 Million $541 Million 

T 
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1 57-02-08._. Primary residence credit. 
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1. 

2. 

a. 

b. 

C. 

d. 

e . 

f. 

g. 

a. 

b. 

C. 

A resident of this state is entitled to a credit of five hundred dollars against the property 

tax due on the individual's primary residence. The credit cannot exceed the amount of 

property tax due. The credit must be applied to reduce the tax owed on the individual's 

primary residence after other exemptions or credits under this chapter have been 

applied. 

For purposes of this section, "primary residence" means a dwelling in this state owned 

and occupied by an individual as that individual's primary place of residence and 

includes residences taxed under chapter 57-55. An individual may not have more than 

one primary residence. 

The application requirement continues to apply if the individual does not reside in the 

primary residence in this state and the individual's absence is due to confinement in a 

nursing home, hospita l, or other care facility, for as long as the portion of the primary 

residence previously occupied by the individual is not rented to another individual. 

Only one cred it under this subsection may be applied against the property taxes levied 

against any primary residence. 

An individual whose primary residence is a farm structure exempt from taxation under 

subsection 15 of section 57-02-08 may not receive any property tax credit under this 

section. 

The credit may not reduce the liability for specia l assessments levied upon the property. 

To be eligible for the credit, an individual must file an application w ith the county 

auditor, on or before the first of Apri l, providing any information required to determine 

eligibility for the cred it on a form and manner prescribed by the tax commissioner. 

On or before the first of January of each year, the county auditor shall certify to the tax 

commissioner, the sum of the primary residence credits allowed in the county for the 

preceding year. 

On or before the first of June of each year, the tax commissioner shall review a sample 

of the applications from each county and certify to the state treasurer for payment to 

each county, the sum of the primary residence credits allowed in the county for the 

preceding year. 

Within fourteen days of receiving the payment under subsection 2, the county treasurer 

shall apportion and distribute it to the county and to the local taxing districts of 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

3. 

d. 

the county on the basis on which the general real estate tax for the preceding year is 

apportioned and distributed. 

Supplemental certifications by the county auditor and by the state tax commissioner 

and supplemental payments by the state treasurer may be made after the dates 

prescribed in this section to make such corrections as may be necessary because of 

errors or because of approval of any application for abatement. 

All forms necessary to effectuate this section must be prescribed, designed, and made 

available by the tax commissioner. The county auditors shall make these forms available upon 

request. 

11 Effective Date: 

12 Section_ of this act is effective for the first two taxable years beginning after December 31, 

13 2023, and after that date is ineffective. 
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23.0351.02013 
Title. 

Prepared by the Legislative Council staff for 

Conference Committee 
April 24, 2023 

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1158 

That the Senate recede from its amendments as printed on pages 1468-1485 of the House 

Journal and pages 1076-1095 of the Senate Journal and that House Bill No. 1158 be amended 

as follows: 

Page 1, line 1, after "Act" insert "to create and enact two new sections to chapter 57-02 of the 

North Dakota Century Code, relating to a property tax credit for property used as a 

primary residence;" 

Page 1, line 1, after "reenact" insert "subsection 1 of section 57-02-08.1 and" 

Page 1, line 2, replace "imposition of a flat" with "homestead tax credit and" 

Page 1, line 2, replace "rate of one and one-half percent" with "rates" 

Page 1, line 3, replace the second "and" with "to provide for a legislative management study; to 

provide for a legislative management report; to provide an appropriation;" 

Page 1, line 3, after "date" insert "; and to provide an expiration date" 

Page 1, after line 4 , insert: 

"SECTION 1. AMENDMENT. Subsection 1 of section 57-02-08.1 of the North 

Dakota Century Code is amended and reenacted as follows: 

1. a. Any person sixty-five years of age or older or permanently and totally 

disabled, in the year in which the tax was levied, with an income that 

does not exceed the limitations of subdivision c is entitled to receive a 

reduction in the assessment on the taxable valuation on the person's 

homestead. An exemption under this subsection applies regardless of 

whether the person is the head of a family. 

b. The exemption under this subsection continues to apply if the person 

does not reside in the homestead and the person's absence is due to 

confinement in a nursing home, hospital, or other care facility, for as 

long as the portion of the homestead previously occupied by the 

person is not rented to another person. 

c. The exemption must be determined according to the following 

schedule: 

(1) If the person's income is not in excess of t·,•,enty twoforty 

thousand dollars, a reduction of one hundred percent of the 

taxable valuation of the person's homestead up to a maximum 

reduction of ftvenine thousand six hundred twenty five dollars of 

taxable valuation. 

(2) If the person's income is in excess of twenty twoforty thousand 

dollars and not in excess of twenty sixceventy thousand dollars, 

a reduction of ei§-Rtyfifty percent of the taxable valuation of the 

person's homestead up to a maximum reduction of four 

thousand five hundred dollars of taxable valuation. 
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t3t If the person's income is in excess of twenty six thousand 
dollars and not in excess of thirty thousand dollars, a reduction 
of sixty percent of the taxable valuation of the person's 
homestead up to a maximum reduction of three thousand three 
hundred seventy five dollars of taxable valuation. 

~ If the person's income is in excess of thirty thousand dollars and 
not in excess of thirty four thousand dollars, a reduction of forty 
percent of the taxable valuation of the person's homestead up to 
a maximum reduction of two thousand two hundred fifty dollars 
of taxable valuation. 

t5t If the person's income is in excess of thirty four thousand dollars 
and not in excess of thirty eight thousand dollars, a reduction of 
h\'enty percent of the taxable valuation of the person's 
homestead up to a maximum reduction of one thousand one 
hundred t>.venty five dollars of taxable valuation. 

{et If the person's income is in excess of thirty eight thousand 
dollars and not in excess of forty two thousand dollars, a 
reduction of ten percent of the taxable valuation of the person's 
homestead up to a maximum reduction of five hundred 
sixty three dollars of taxable valuation. 

d. Persons residing together, as spouses or when one or more is a 
dependent of another, are entitled to only one exemption between or 
among them under this subsection. Persons residing together, who 
are not spouses or dependents, who arc co-owners of the property 
are each entitled to a percentage of a full exemption under this 
subsection equal to their ownership interests in the property. 

e. This subsection docs not reduce the liability of any person for special 
assessments levied upon any property. 

f. Any person claiming the exemption under this subsection shall sign a 
verified statement of facts establishing the person's eligibility. Any 
income information contained in the statement of facts is a confidential 
record. 

g. A person is ineligible for the exemption under this subsection if the 
value of the assets of the person and any dependent residing with the 
person exceeds five hundred thousand dollars, including the value of 
any assets divested within the last three years. 

fl:- The assessor shall attach the statement filed under subdivision f to 
the assessment sheet and shall show the reduction on the 
assessment sheet. 

h~ An exemption under this subsection terminates at the end of the 
taxable year of the death of the applicant. 

SECTION 2. A new section to chapter 57-02 of the North Dakota Century Code 
is created and enacted as follows: 
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Primary residence credit - Qualification - Application. 

1.,_ An individual is entitled to a credit of five hundred dollars against the 
property tax due on the individual's primary residence. The credit may not 
exceed the amount of property tax due. The credit must be applied to 
reduce the property tax owed on the individual's primary residence after 
other exemptions or credits under this chapter have been applied. 

2. For purposes of this section, "primary residence" means a dwelling in this 
state owned and occupied by an individual as that individual's primary 
place of residence and includes residences taxed under chapter 57-55. An 
individual may not have more than one primary residence. 

J,. An individual who does not reside in the primary residence in this state is 
eligible for the credit under this section if the individual's absence is due to 
confinement in a nursing home, hospital. or other care faci lity, for as long 
as the portion of the primary residence previously occupied by the 
individual is not rented to another individual. 

4. Only one credit under this section may be applied against the property 
taxes levied against any primary residence. 

5. An individual whose primary residence is a farm structure exempt from 
taxation under subsection 15 of section 57-02-08 is not eligible for a credit 
under this section. 

Q.,. The credit may not reduce the liability for special assessments levied upon 
any property. 

7. To claim a credit under this section, a claimant must sign and file with the 
county auditor, by April first of each year, an application containing a 
verified statement of facts establishing the claimant's eligibility as of the 
date of the claim on a form and in the manner prescribed by the tax 
commissioner . 

.a,, The tax commissioner shall prescribe, design, and make available all 
forms necessary to effectuate this section. The county auditors shall make 
these forms available upon request. 

SECTION 3. A new section to chapter 57-02 of the North Dakota Century Code 
is created and enacted as follows: 

Primary residence credit - Certification - Distribution. 

1.,. By January first of each year, the county auditor shall certify to the tax 
commissioner the sum of the credits allowed under section 2 of this Act in 
the county for the preceding year and provide any other information 
required by the tax commissioner. 

2. By June first of each year, the tax commissioner shall review a sample of 
the applications from each county and certify to the state treasurer for 
payment to each county the aggregate dollar amount of credits allowed 
under section 2 of this Act in each county for the preceding year. 
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~ By June fifteenth of each year. the state treasurer shall distribute moneys 
to counties in the amounts certified by the tax commissioner under 
subsection 2. 

4. Within fourteen days of receiving the payment from the state treasurer 
under subsection 3, but no later than June thirtieth of each year. the county 
treasurer shall apportion and distribute the payment to the county and to 
the taxing districts of the county on the same basis as property taxes for 
the preceding year were apportioned and distributed. 

5. Supplemental certifications by the county auditor and the tax commissioner 
and supplemental payments by the state treasurer may be made after the 
dates prescribed in this section to make corrections necessary because of 
errors or approval of any application for abatement filed by an individual 
because the credit under section 2 of this Act was not allowed. 

6. The tax commissioner shall prescribe, design. and make available all 
forms necessary to effectuate this section." 

Page 1, line 16, remove the overstrike over "rates in the applicable" 

Page 1, line 16, remove the overstrike over "schedule" 

Page 1, line 17, remove the overstrike over "~" 

Page 1, line 17, remove "The tax for" 

Page 1, line 18, remove the overstrike over", the schedule" 

Page 1, line 18, remove "is equal to North Dakota taxable income multiplied by the" 

Page 1, line 19, remove "rate" 

Page 1, line 19, remove the overstrike over "must be used for purposes of this subsection" 

Page 1, line 19, remove "The tax to be" 

Page 1, remove line 20 

Page 1, line 21, remove the overstrike over "surviving spouse" 

Page 1, line 21 , remove "qualifying widow or" 

Page 1, remove line 22 

Page 1, line 23, remove "forty-four thousand seven hundred twenty-five dollars" 

Page 1, remove the overstrike over line 24 

Page 2, remove the overstrike over line 1 

Page 2, after line 6, insert: 

$44,725 

$225,975 

$0.00 + 0.00% 

$0.00 + 1.95% 

~ 

$44,725 

II~ 

$44.725 

$225,975 $3,534.38 + 2.50% $225,975" 

Page 2, line 7, remove the overstrike over "surviving spouse" 
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Page 2, line 7, remove "qualifying widow or widower is one and" 

Page 2, remove line 8 

Page 2, line 9, remove "thousand seven hundred fifty dollars" 

Page 2, remove the overstrike over lines 10 and 11 

Page 2, after line 16, insert: 

$74.750 

$275,100 

$0.00 + 0.00% 

$0.00 + 1.95% 

iQ 

$74,750 

"iQ 

$74,750 

$275.100 $3,906.83 + 2.50% $275,100" 

Page 2, line 17, remove "is one and one-half percent of North Dakota taxable" 

Page 2, line 18, remove "income exceeding thirty-seven thousand three hundred seventy-five 
dollars" 

Page 2, remove the overstrike over lines 19 and 20 

Page 2, after line 25, insert: 

$37,375 

$137,550 

$0.00 + 0.00% 

$0.00 + 1.95% 

iQ 

$37,375 $37,375 

$137,550 $1,953.41 + 2.50% $137,550" 

Page 2, line 26, remove "is one and one-half percent of North Dakota taxable income" 

Page 2, line 27, remove "exceeding fifty-nine thousand nine hundred fifty dollars" 

Page 2, remove the overstrike over lines 28 and 29 

Page 3, after line 3, insert: 

$59,950 

$250,550 

$0.00 + 0.00% 

$0.00 + 1.95% 

iQ 

$59,950 $59,950 

$250,550 $3.716. 70 + 2.50% $250,550" 

Page 3, line 4, remove "is one and one-half percent of North Dakota taxable income" 

Page 3, line 5, remove "exceeding three thousand dollars" 

Page 3, remove the overstrike over lines 6 and 7 

Page 3, after line 12, insert: 

"iQ 

$3,000 

$10,750 

$3,000 

$10,750 

$0.00 + 0.00% 

$0.00 + 1.95% 

$151.13 + 2.50% 

Page 3, line 25, remove the overstrike over "rate schedules" 

Page No. 5 
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$3,000 

$10.750" 
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Page 3, line 25, remove "rates" 

Page 3, line 26, remove the overstrike over "schedules" 

Page 3, line 26, remove "rates" 

Page 3, line 27, remove the overstrike over "schedules" 

Page 3, line 27, remove "rates" 

Page 3, line 27, remove the overstrike over "minimum and" 

Page 3, line 28, remove the overstrike over "maximum" 

Page 3, line 28, remove "North Dakota taxable income threshold" 

Page 3, line 28, remove the overstrike over "for each income" 

Page 3, line 29, remove the overstrike over "bracket for 1Nhich a tax is imposed" 

Page 4, line 1, remove the overstrike over "to each income bracket" 

Page 4, after line 8, insert: 

"SECTION 5. LEGISLATIVE TAX RELIEF ADVISORY COMMITTEE - TAX 
RELIEF STUDY - REPORT TO LEGISLATIVE MANAGEMENT. 

1. During the 2023-24 interim, the legislative management shall consider 
appointing a legislative tax relief advisory committee. 

2. If appointed, the committee must consist of three members of the finance 
and taxation standing committee of the house of representatives and three 
members of the finance and taxation standing committee of the senate, 
appointed by the respective majority leaders of the house of 
representatives and senate. The legislative management shall designate 
the chairman of the committee. The committee shall operate according to 
the statutes and procedures governing the operation of other legislative 
management interim committees. 

3. If appointed, the committee shall study tax relief, including income and 
property tax relief. 

a. Based on information provided by the tax department, the study must 
include consideration of: 

(1) Historical income and property tax relief provided by the 
legislative assembly, including the estimated and actual fiscal 
impact of the tax relief; 

(2) An analysis of the tax relief provided by the sixty-eighth 
legislative assembly through individual income tax rate changes, 
a primary residence credit, and an expansion of the homestead 
credit, including the estimated fiscal impact for each method of 
tax relief and the effect of the income tax rate changes on 
passthrough income related to income reported on K 1 forms 
and royalty income reported on 1099 MISC forms; 

(3) Options to implement a flat individual income tax rate, including 
the estimated fiscal impact of the options; and 
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(4) Options to adjust the individual income tax structure to eliminate 
the individual income tax in a future biennium, including the 
estimated fiscal impact of the options. 

b. The committee may consider input from local taxing districts regarding 
the administration of the primary residence credit and the homestead 
credit. 

c. The committee shall report its findings and recommendations, 
together with any legislation required to implement the 
recommendations, to the sixty-ninth legislative assembly. 

SECTION 6. APPROPRIATION - TAX DEPARTMENT - PROPERTY TAX 
RELIEF - ONE-TIME FUNDING. There is appropriated out of any moneys in the 
general fund in the state treasury, not otherwise appropriated, the sum of 
$158,225,000, or so much of the sum as may be necessary, to the tax commissioner 
for property tax relief programs during the biennium beginning July 1, 2023, and ending 
June 30, 2025, as follows: 

1. $103,225,000 for paying the state reimbursement under the primary 
residence credit; 

2. $53,500,000 for paying the state reimbursement under the homestead 
credit; and 

3. $1 ,500,000, which is considered a one-time funding item, for operating 
expenses related to information technology and advertising costs for the 
primary residence credit. 

SECTION 7. EFFECTIVE DATE - EXPIRATION DATE. Section 2 of this Act is 
effective for the first two taxable years beginning after December 31, 2023, and after 
that date is ineffective." 

Page 4, line 9, replace "This" with "Sections 1 and 4 of this" 

Page 4, line 9, replace "is" with "are" 

Page 4, line 10, after the period insert "Section 3 of this Act becomes effective on July 1, 2024. 

SECTION 9. EXPIRATION DATE. Section 3 of this Act is effective through 
June 30, 2026, and after that date is ineffective." 

Renumber accordingly 
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23.0351.02013 

Sixty-eighth 
Legislative Assembly 
of North Dakota 

Introduced by 

HOUSE BILL NO. 1158 

Representatives Headland, Bosch, Dockter, Grueneich, Hagert, Heinert 

Senators Axtman, Conley, Kannianen, Meyer, K. Roers, Wanzek 

1 A BILL for an Act to create and enact two new sections to chapter 57-02 of the North Dakota 

2 Century Code, relating to a property tax credit for property used as a primary residence: to 

3 amend and reenact subsection 1 of section 57-02-08.1 and subsection 1 of section 57-38-30.3 

4 of the North Dakota Century Code, relating to the imposition of a flathomestead tax credit and 

5 income tax rate of one and one half peFeentmtes for individuals, estates, and trusts; aA€1to 

6 provide for a legislative management study: to provide for a legislative management report: to 

7 provide an appropriation: to provide an effective date: and to provide an expiration date. 

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

9 SECTION 1. AMENDMENT. Subsection 1 of section 57-02-08.1 of the North Dakota 

10 Century Code is amended and reenacted as follows: 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

1. a. Any person sixty-five years of age or older or permanently and totally disabled, in 

the year in which the tax was levied, with an income that does not exceed the 

limitations of subdivision c is entitled to receive a reduction in the assessment on 

the taxable valuation on the person's homestead. An exemption under this 

subsection applies regardless of whether the person is the head of a family. 

b. The exemption under this subsection continues to apply if the person does not 

reside in the homestead and the person's absence is due to confinement in a 

nursing home, hospital, or other care facility, for as long as the portion of the 

homestead previously occupied by the person is not rented to another person. 

c. The exemption must be determined according to the following schedule: 

(1) If the person's income is not in excess of twenty twofQ.rty thousand dollars, a 

reduction of one hundred percent of the taxable valuation of the person's 

homestead up to a maximum reduction of fivernne thousand six hundred 

t\•.«enty fii,•e dollars of taxable valuation. 
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2) If the person's income is in excess of ti.Yenty twofQ.r:t¥ thousand dollars and 

not in excess of twenty sixceventy thousand dollars, a reduction of 

e½}Atyfifty percent of the taxable valuation of the person's homestead up to 

a maximum reduction of four thousand five hundred dollars of taxable 

valuation. 

(a) If the person's income is in excess of twenty six thousand dollars and not in 

excess of thirty thousand dollars, a reduction of sixty percent of the taxable 

11aluation of the person's homestead up to a maximum reduction of three 

thousand three hundred seventy five dollars of taxable 11aluation. 

(4) If the person's income is in excess of thirty thousand dollars and not in 

excess of thirty four thousand dollars, a reduction of forty percent of the 

taxable valuation of the person's homestead up to a maximum reduction of 

two thousand t·No hundred fifty dollars of taxable valuation. 

(5) If the person's income is in excess of thirty four thousand dollars and not in 

excess of thirty eight thousand dollars, a reduction of twenty percent of the 

taxable valuation of the person's homestead up to a maximum reduction of 

one thousand one hundred twenty five dollars of taxable 't'aluation. 

(6) If the person's income is in excess of thirty eight thousand dollars and not in 

excess of forty two thousand dollars, a reduction of ten percent of the 

taxable \1aluation of the person's homestead up to a maximum reduction of 

five hundred sixty three dollars of taxable valuation. 

d. Persons residing together, as spouses or when one or more is a dependent of 

another, are entitled to only one exemption between or among them under this 

subsection. Persons residing together, who are not spouses or dependents, who 

are co-owners of the property are each entitled to a percentage of a full 

exemption under this subsection equal to their ownership interests in the 

property. 

e. This subsection does not reduce the liability of any person for special 

assessments levied upon any property. 
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f. Any person claiming the exemption under this subsection shall sign a verified 

statement of facts establishing the person's eligibility. Any income information 

contained in the statement of facts is a confidential record. 

g. A person is ineligible for the exemption under this subseetion if the value of the 

assets of the person and any dependent residing 1•♦tith the person exeeeds five 

hundred thousand dollars, ineluding the value of any assets divested within the 

last three years. 

- - ---1h+.- The assessor shall attach the statement filed under subdivision f to the 

assessment sheet and shall show the reduction on the assessment sheet. 

hh. An exemption under this subsection terminates at the end of the taxable year of 

11 the death of the applicant. 

12 SECTION 2. A new section to chapter 57-02 of the North Dakota Century Code is created 

13 and enacted as follows: 

14 Primary residence credit - Qualification -Application. 

15 

16 

17 

18 

19 

20 

21 

22 

23 
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27 

28 

29 

30 

31 

1. An individual is entitled to a credit of five hundred dollars against the property tax due 

on the individual's primary residence. The credit may not exceed the amount of 

property tax due. The credit must be applied to reduce the property tax owed on the 

individual's primary residence after other exemptions or credits under this chapter 

have been applied. 

2. For purposes of this section, "primary residence" means a dwelling in this state owned 

and occupied by an individual as that individual's primary place of residence and 

includes residences taxed under chapter 57-55. An individual may not have more than 

one primary residence. 

3. An individual who does not reside in the primary residence m this state is eligible for 

the credit under this section if the individual's absence is due to confinement in a 

nursing home, hospital, or other care facility, for as long as the portion of the primary 

residence previously occupied by the individual is not rented to another individual. 

4. Only one credit under this section may be applied against the property taxes levied 

against any primary residence. 

5. An individual whose primary residence is a farm structure exempt from taxation under 

subsection 15 of section 57-02-08 is not eligible for a credit under this section. 
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1 1 6. The credit may not reduce the liability for special assessments levied upon any 

2 

3 

4 

5 

6 

7 

property. 

7. To claim a credit under this section, a claimant must sign and file with the county 

auditor. by April first of each year. an application containing a verified statement of 

facts establishing the claimant's eligibility as of the date of the claim on a form and in 

the manner prescribed by the tax commissioner. 

8. The tax commissioner shall prescribe, design, and make available all forms necessary 

8 to effectuate thts section. The county auditors shall make these forms available upon 

9 request. 

10 SECTION 3. A new section to chapter 57-02 of the North Dakota Century Code is Cfeated 

11 and enacted as follows: 

12 Primary residence credit - Certification - Distribution. 

13 
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1. By January first of each year. the county auditor shall certify to the tax commissioner 

the sum of the credits allowed under section 2 of this Act in the county for the 

preceding year and provide any other information required by the tax commissioner. 

2. By June first of each year, the tax commissioner shall review a sample of the 

applications from each county and certify to the state treasurer for payment to each 

county the aggregate dollar amount of credits allowed under section 2 of this Act in 

each county for the preceding year. 

3. By June fifteenth of each year. the state treasurer shall distribute moneys to counties 

in the amounts certified by the tax commissioner under subsection 2. 

4. Within fourteen days of receiving the payment from the state treasurer under 

subsection 3. but no later than June thirtieth of each year, the county treasurer shall 

apportion and distribute the payment to the county and to the taxing districts of the 

county on the same basis as property taxes for the preceding year were apportioned 

and distributed. 

5. Supplemental certifications by the county auditor and the tax commissioner and 

supplemental payments by the state treasurer may be made after the dates prescribed 

in this section to make corrections necessary because of errors or approval of any 

application for abatement filed by an individual because the credit under section 2 of 

this Act was not allowed. 
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6. The tax commissioner shall prescribe, design, and make available all forms necessary 

3 SECTION 4. AMENDMENT. Subsection 1 of section 57-38-30.3 of the North Dakota 

4 Century Code is amended and reenacted as follows: 

5 1. A tax is hereby imposed for each taxable year upon income earned or received in that 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

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. ForThe tax for an 

estate or trust, the schedule is equal to North Dalrnta taxable income multiplied by the 

-rate-in subdivision e must be used for purposes of this subsection. The tax to be 

computed for: 

a. Single, other than head of household or surviving spouscgualifying widow or 

widower is one and one half percent of North Dakota taxable income exceeding 

forty four thousand seven hundred twenty five dollars. 

If North Dakota taxable income is: 

Over 

$G 

$37,450 

$90,750 

$189,300 

$411,500 

$0 

$44,725 

$225,975 

Not over 

$37,450 

$90,750 

$189,300 

$411,500 

$44,725 

$225,975 

The tax is equal to 

1.10% $G 

Of amount over 

$411.95 I 2.04% $37,450 

$1,499.27 I 2.27% $90,750 

$3,736.36 I 2.64% $189,300 

$9,602.44 I 2.90% $411 ,500 

$0.00 + 0.00% $0 

$0.00 + 1.95% $44,725 

$3,534.38 + 2.50% $225,975 
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b. Married filing jointly and surviving spousogualifying widow or widower is one and 

one half peroent of North Dal«ota taxable inoome exoeeding seventy four 

thousand seven hundred fifty dollars. 

If North Dakota taxable income is: 

Over 

$G 

$62,600 

$161,200 

$230,460 

$411,600 

$0 

$74,750 

$275,100 

Not over 

$62,600 

$151,200 

$230,460 

$411,600 

$74,750 

$275,100 

The tax is equal to Of amount over 

1.10% $G 

$688.60 I 2.04% $62,600 

$2,496.04 I 2.27% $161,200 

$4,296.02 I 2.64% $230,460 

$9,074.74 I 2.90% $411,600 

$0.00 + 0.00% $0 

$0.00 + 1.95% $74,750 

$3,906.83 + 2.50% $275,100 

c. Married filing separately is one and one half peroent of ~Jorth Dakota taxable 

inoome exoeeding thirty seven thousand three hundred seventy five dollars. 

d. 

If North Dakota taxable income is: 

Over Not over The tax is equal to Of amount over 

$G $31,300 1.10% $G 

$31,300 $76,600 $344.30 I 2.04% $31,300 

$76,600 $115,226 $1 ,248.02 I 2.27% $76,600 

$116,226 $206,760 $2,147.61 I 2.64% $115,225 

$206,760 $4,537.37 I 2.90% $206,760 

$0 $37,375 $0.00 + 0.00% $0 

$37,375 $137,550 $0.00 + 1.95% $37,375 

$137,550 $1.953.41 + 2.50% $137,550 

Head of household is one and one half peroent of North Dakota taxable inoome 

exoeeding fifty nine thousand nine hundred fifty dollars. 

If North Dakota taxable income is: 

Over 

$G $50,200 

$50,200 

Not over 

1.10% 

$129,600 

The tax is equal to 

$662.20 I 2.04% 
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$129,600 

$209,850 

$411 ,500 

$0 

$59,950 

$250,550 

$209,850 

$411 ,500 

$59,950 

$250,550 

$2,171 .96 I 2.27% 

$3,993.64 I 2.64% 

$9,317.20 I 2.90% 

$0.00 + 0.00% 

$0.00 + 1.95% 

$3,716.70 + 2.50% 

$129,600 

$209,850 

$411,500 

$0 

$59,950 

$250,550 

e. Estates and trusts is one and one half percent of North Dakota taxable ineome 

exeeeding three thousand dollars. 

f. 

If North Dakota taxable income is: 

Over 

$G $2,500 

$2,500 

$5,900 

$9,050 

$12,300 

$0 

$3,000 

$10,750 

Not over 

1.10% 

$5,900 

$9,050 

$12,300 

$3,000 

$10,750 

The tax is equal to 

$G 

$27.50 I 2.04% $2,500 

$96.86 I 2.27% $5,900 

Of amount over 

$168.37 I 2.64% $9,050 

$254.17 I 2.90% $12,300 

$0.00 + 0.00% $0 

$0.00 + 1.95% $3,000 

$151.13 + 2.50% $10,750 

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 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. 
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g. The tax commissioner shall prescribe new rate schedulesfates that apply in lieu 

of the schedulesfates set forth in subdivisions a through e. The new 

schedulesfates must be determined by increasing the minimum and 

maximum North Dakota taxable income threshold 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 

13 tax under this section that may be used by an individual taxpayer who is not 

14 entitled to claim an adjustment under subsection 2 or credit against income tax 

15 liability under subsection 7. 

16 SECTION 5. LEGISLATIVE TAX RELIEF ADVISORY COMMITTEE - TAX RELIEF STUDY 

17 - REPORT TO LEGISLATIVE MANAGEMENT. 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

1. During the 2023-24 interim, the legislative management shall consider appointing a 

legislative tax relief advisory committee. 

2. If appointed, the committee must consist of three members of the finance and taxation 

standing committee of the house of representatives and three members of the finance 

and taxation standing committee of the senate, appointed by the respective majority 

leaders of the house of representatives and senate. The legislative management shall 

designate the chairman of the committee. The committee shall operate according to 

the statutes and procedures governing the operation of other legislative management 

interim committees. 

3. If appointed, the committee shall study tax relief, including income and property tax 

relief. 

a. Based on information provided by the tax department, the study must include 

consideration of: 
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(1) Historical income and property tax relief provided by the legislative 

assembly, including the estimated and actual fiscal impact of the tax relief; 

(2) An analysis of the tax relief provided by the sixty-eighth legislative assembly 

through individual income tax rate changes, a primary residence credit, and 

an expansion of the homestead credit, including the estimated fiscal impact 

for each method of tax relief and the effect of the income tax rate changes 

on passthrough income related to income reported on K 1 forms and royalty 

income reported on 1099 MISC forms; 

(3) Options to implement a flat individual income tax rate, including the 

estimated fiscal impact of the options; and 

(4) Options to adjust the individual income tax structure to eliminate the 

individual income tax in a future biennium, including the estimated fiscal 

impact of the options. 

b. The committee may consider input from local taxing districts regarding the 

administration of the primary residence credit and the homestead credit. 

c. The committee shall report its findings and recommendations, together with any 

17 legislation required to implement the recommendations, to the sixty-ninth 

18 legislative assembly. 

19 SECTION 6. APPROPRIATION - TAX DEPARTMENT - PROPERTY TAX RELIEF -

20 ONE-TIME FUNDING. There is appropriated out of any moneys in the general fund in the state 

21 treasury, not otherwise appropriated, the sum of $158,225,000, or so much of the sum as may 

22 be necessary, to the tax commissioner for property tax relief programs during the biennium 

23 beginning July 1, 2023, and ending June 30, 2025, as follows: 

24 

25 

26 

1. $103,225,000 for paying the state reimbursement under the primary residence credit; 

2. $53,500,000 for paying the state reimbursement under the homestead credit; and 

3. $1 ,500,000, which is considered a one-time funding item, for operating expenses 

27 related to information technology and advertising costs for the primary residence 

28 credit. 

29 SECTION 7. EFFECTIVE DATE - EXPIRATION DATE. Section 2 of this Act is effective for 

30 the first two taxable years beginning after December 31 , 2023, and after that date is ineffective. 
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1 SECTION 8. EFFECTIVE DATE. +RtSSections 1 and 4 of this Act ½Sare effective for taxable 

2 years beginning after December 31, 2022. Section 3 of this Act becomes effective on July 1, 

3 2024. 

4 SECTION 9. EXPIRATION DATE. Section 3 of this Act is effective threugh June 30, 2026, 

5 and after that date is ineffective. 
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