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Minutes: 

REP, AL CARLSON, CHAI~ Opened the henring, 

REP, FRANK KLEIN, lntrodt1ccd the bill. Sec nttachcd written tcsHmony together with u copy 

of fonn handouts anJ tax gu,ides, 

MARK SITZ, FARMF~ AND A LOHHYIST FQR TIIE NORTII .DAKOTA FARMERS 

UNION~ Testified ln support of the bill stating this orgnnizntion hns long been supporters of this 

exemption In the bill. This bill would help farmers and our members, 

REP, CARLSO~ \Vhat do you sec as the affect this would have on countie~, cities und school 

district? 

MARK sn:z Specifically, I couldn't give you exact numbers. I wouldn't think it would be that 

much because of the situation the bill speaks to, changing it from net to gross, 
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REP, CJ.\.B.LSil.lS. I-low many fimns is this nffcctlng, where ovor tho ycurs, they huvc hnd more 

Income off the furm thnn on the form, I nm ussuming then thut the furm will no longer he tux 

exempt. 

MAHK srri Through tho Inst few sessions, there were some mvlsions to th'-1 IUW us to how 

muny years the off form cxc~cdcd the net form income, the lcgislntur<· uddcd one out of every 

three yer,1 ~, if thut lmppcnc<l. There were some sufcguurds put in place to protect thut very 

situation, This bill speaks to thnt situation. 

Rt~P. CAJU-iSON Asked Rep. Klein if he hu<l unything to uctd to the questions which were 

asked, 

BEJ>, KLEIN Relating to the uffccts to the counties, most of the time, the cot1ntics shouldn't 

have collected this money In the tlrst pince, This wos ligitimutc form lund, und tlwy were coming 

out and assessing lt the other way. 

BEP. CARLSO~ The bcncfhctors of these tux dollurs urc the, counties~ the schools, und the 

ureus ut this very time, urc telling us thnt they urc short of money, We hnvc to look nt thnt side of' 

It us well. 

REP, WINRICH You mentioned In your tC'stimony, the revision of the forty thousun<l dollur 

limit to t1fty thousand dollnrs. It states the fif\y thousand dollar limit would be udjustcd cuch 

year to the price index, that won't stoy at ftfl.y thousand, it will increase every year. 

llEP. KLEIN That is t.rue, the reason I put thnt in there is because, people keep coming every 

other year and raise it, if we put the consumer price index in, it will take care of everybody 

coming in here. The other way around this whole thing, is to drop the IRS regulations and 
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Schedule F. If you nle Schedule F. lt tukcH core of the Income purt of It, und the whole nine 

REP, Wl~IUCU Felt it wns not elem· in the bill, whkh consumer price index wns going to be 

used, Do you mcun the nutlonul one computed by the Burcnu of Lubor Stntlstlcs, or the 

Consumer Price Index for North Dukotu? 

BEP, Kl,EIIS We talked ubout that nnd he did rclutc It would probably be the one thut comes 

out of the school. 

Kf£,,SA8LSON Stutcd he didn't remember if in other purts of the code thnt they uctuully suy 

the state consumer index or the fcdcrul one. 

PATTY LEWIS, NORTH DAKOTA FARM DlJRf,~A\J, Tcstllicd in support of the hill. 

Stuting it <loesn 't take u whole lot of spousul income to get you out of thut form exempt stutus. 

QARY EMTER, DIRECTOR Qt' TAX t:QUIAL!ZATION, MERCER, COl.l~, 

Tcr✓tifled in oppositlon of the bill. lie stuted he had u simpl~ suggestion, puss u bill thnt soys oil 

residential property outside of city limits or rurul subdivisions urc exempt. lkcuusc If this bill 

pusses here today, thut is what will huppcn. 

J>t:NNIS HROCKMAN, BURLEIGH COUNTY ASSESSOR Testified in opposition oftbc 

bill. In 13urlelgh County, outside of u subdivision, you huve to huvc forty ucres to build n 

residential home. On some of these forty acre tracts, I have pole barns and people raising 

livestock. They are filling out a Schedule F, und they really aren't tnie fanners. If you put this in 

to fill out a Schedule F to be exempt, I would lose quite a fev,1 residential homes that need to be 

on the tax rolls. 
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BEP, C.'ABl.,SON What effect would moving from the net income to Lhc gross inc~>tnc liuvc on 

those forty ncre plots? 

~JJROCKMAN I don•t think I would lose u lot of homes, moving to gross income, 

With no further testimony, the hcnrlng wus closed, 

COMMITTEE ACTION 2-6-01 TAPE #1, SIDED, METER# 4500 

BEi', Ct\R1SQN Reviewed the bill. 

REP, REriNER Reviewed the lust three sessions with committee mcmbcr8 us t<l whnt some of 

the legls)ution wns In relation to this bill. 

R.Ef, HRANDENJUJRG Mndc u motion for n DO NOT PASS. 

REP, RENNEHFELl>T Second the motion. MOTION CARRIF,D, 

14 VES 0 NO 

HEP. HRANDENHURG Wm; given the floor nssignmcnt. 



FISCAL NOTE STATEMENT 

House Bill or Resolution No. 133'♦ 

This bill or resolution appears to affect revenues, expenditures, or fiscal llablllly of counUos, cities, or school districts. 
However, no state agency has primary responsibility for compiling and maintaining the Information necessary for tho 
proper preparation or a fiscal note regarding this bill or resolution. Pursuant to ,Joint Rulf.'\ 502, this statement meets the 
fiscal note requirement. 

John Walstad 
Code Revlsor 
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REPORT OF STANOINQ COMMITTEE 
HB 1334: Flnanoe amd Taxation Committee (Rvp1 Carlson, Chairman) recommends DO 

NOT PASS (14 YEAS, 0 NAYS, 1 ABSENT AND NOT VOTING), HB 1334 was placed 
on the Eleventh order on the calendar. 
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PREPARED BY REPRESENTATIVE FRANK KLEIN 

CHAIRtvlAN CARLSON AND MEMBERS OF THE COMMITTEE. 

COMMll'TfES: 
Human $ervlce5 
Naturdl Resources 

I AM REPRESENTATIVE PRANK KLEIN, I AM AN UNPAID LOBBYIST 

FOR THOSE INDIVIDUALS WHO WANT TO SURVIVE ON THE FARM, 

IMAGINE MY SURPRISE (AND THAT OF MY NEIGHBORS AND 

CONSTITUENTS) THAT THE MAJORITY OF US NO LONOER MEET THE 

DEFINITION OF A PARMER! 

I AM J-IERE TODAY TO TESTIFY FOR HB J 334, WHICH RELATES TO THE 

FARM RESIDENCE EXEMPTION, DURING MY RESEARCH, I HA VE 

DISCOVERED THAT THIS ISSUE HAS SURFACED REGULARLY OVER 

THE YEARS. I WANT TO TESTIFY ON BEHALF OF THE FARM COUPLES 

WHO, BECAUSE OF LOW COMMODITY PRICES AND HJGH INPUT 

COSTS, HAVE BEEN FORCED TO GET OFF-FARM JOBS. THEY NEED 



THOSE JOBS TO KEEP THEIR FARMING OPERATION INTACTt AND WE 

CANNOT AFFORD TO LOSB ANY MORE FARMERS! 

THIS BILL CHANGES THE NET FARM INCOME TO GROSS INCOME. 

THIS BILL WAS WRITTEN YEARS AGO WHEN MOST FARMS DID NOT 

HAVE OFF-FARM INCOME. AGAIN, I.JUE TO THE HIGH INPUT COSTS, A 

JOB OfF .. FARM MAY EASILY EXCEED NET FARM INCOME AND 

NEGATE THE 50% EXEMPTION. I WOULD LIKE TO SEE AN 

AMENDMENT TO THE $40,000 LIMIT, THE DOLLAR Al\1OUNT COULD BE 

INCREASED TO $50,000 BECAUSE BOTH SPOUSES ARE WORKING WITH 

THE IDEA OF SURVIVING IN TI-IE FARMING OPERATION. THE FIGURE 

OF $50,000 MAY SEEM 1-JIGH, BUT 'WHEN YOU CONSIDER MOST HA VE 

TO DRIVE MANY MILES, WITH TWO SEPARATE VEHICLES BECAUSE 

OF DIFFERENT WORKING HOURS, I FEEL THIS IS A REASONABLE 

AMOUNT. THE DOLLAR AMOUNT COULD EVEN BE REMOVED. THE 

U.S. GOVERNMENT ALREADY KNOWS WHO IS A FARMER. 

ACCORDING TO TI·ffi INTERNAL REVENUE SERVICE, "YOU ARE IN THE 

BUSINESS OF FARMING IF YOU CULTIVATE, OPERATE, OR MANAGE A 

FARM FOR PROFIT, EITHER AS OWNER OR TENANT. A FARM 
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INCLUDES STOCK, DAIRY, POULTRY, FISH, FRUIT, AND TRUCK 

FARMS. IT ALSO INCLUDES PLANTATIONS, RANCHER, RANGES, AND 

ORCHARDS," THIS 1S FOUND IN THE PREFACE TO PUBkICATION 225 

FARMER'S TAt< QUJOE, 

THE U.S. DEPARTMENT OF EDUCATION ALSO DIFFERENTIATES 

BETWEEN THE FAMILY FARM AND AN INVESTMENT FARM. ACCORDING 

TO THE FREE APPLICATION FOR FEDERAL STUDENT AID (FAFSA), THE 

VALUE or A FAMIL y FARM IS NOT CONSIDERED WHEN A STUDENT 

APPLIES FOR FINANCIAL AID. THE r APSA SPECIFIES, "DO NOT 

INCLUDE A FARM THAT YOUR PARENTS LIVE ON AND OPERATE." IF 

THE PARENTS LIVE ON THE FARM, FILE A SCHEDULE F AND CHECK 

"YES" TO THE QUESTION, HDJD YOU MATER/ALL}' PARTICIPATE IN THE 

OPERATION OF THIS BUSINESS DURING 200_?1
' 

THE INTERNAL REVENUE SERVICE AND THE U.S. DEPARTMENT OF 

EDUCATION SEEM TO KNOW HOW TO DEFINE A TRUE FAR.MER. WHY 

DO WE, IN NORTH DAKOTA, HAVE SO MUCH DIFFICULTY? TffE 

LEGITIMATE FARMERS ARE ALREADY PAYING LAND TAXES OF 
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$350-$600 PER QUARTER, WHICH IS $) ,400 UP TO $5,000 IN LAND 

TAXES. THEY ARE PA YING THEIR FAIR SHARE, 

;VJTACHED IS AN ARTICLE FROM THE DISMA8CK T8U3lJNii ABOUT A 

TOUGH YEAR AHEAD FOR FARMERS. I BELIEVE THIS BILL WOULD 

LEGITIMIZE WHO THE FARMERS ARE AND EXEMPLIFY THE INTENT 

OF THE ORIGINAL LEGISLATION. I URGE YOUR SUPPORT ON HB l 334 

FOR THE FAMILY FARMER. 

AS A FISCAL NOTE, THERE WOULD BE NO IMPACT TO THE STATE 

GENERAL FUND. 
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Tax Guide 
For use In preparing 

2000 Returns 

Acknowlodgment lho vnlu11hlo advlco nrnl 11SslGl1H1co olvon us 
onuh your t,y 1ho Mnllonnl Farm lncomo Tt.il( l:xlonslo11 Co111rnl1too le 
ornlolully ucknowlotlood. 

m Al tho llrno thin publlcullon w1u1 1Jol110 proparod lor f111111, Con• 
gwes wae oonsltJorlnu loulslollon c;onlul11Jno µrov slons lhul 
could ,,Hoc.I lnrmore. 800 Publlcnllon fi63, lfluJrll(Jhls ol 2000 

Ta)( Clmnous, Im hilorrnollon on wll~tllor tho loolslutlon woe 011actocJ 
and, II so, Iha spovUlc 1101110 ul lnlorost lo ll!rniors. flu!Jllcollon 653 will 
bo avollnhlo on tho IRS wolJ silo at www.lr1.oov In J111111ary 2001. 

Get forms and other lntormatlon 
taster and easier 'bv: 

.. 
Ca,UIIP • www.lrs.~ or FTP• ftp.I rs.gov 

FAX • 703~368 .. 9694 (from your fax machine) 
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Introduction 
You are In the bualntas of !arming :! you cul• 
llvale, operate, o, mana\11 a larm for prolll, 
either as owne, or hlnant. A larm locludea 
atocl<, dairy, poultry, fish, fruit, and tnJCk 
farm&, II also Includes P'antallons, ranched, 
ranges, and orchards. 

This publlcatlon el<plalna how the federal 
ta,c l11wa apply lo !arming. Use Ihle pubWcaUon 
as a guide lo figure your ta,ces and complete 
your larm lax return, If you need more lnfot• 
malloo on a aubjeol, gel the apeclfla IRS lax 
publlcatlon covering that 1utiiect. We reltt' to 
many of these free publleatlona throughout 
this publlcalloo, See chapter 21 lot lnlorma• 
tlon on ordering these pubtlcatlona. 

.. 
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---------------------------.---1r---------------Step Four: Complete this ster, if you (the student) answere 1 .. .. to all questions In Step Three.· 
I I • 1. 

!9, Go to p•1e 7 to determine who II eonlidertd • parent tor this atep. What if, 0•11
-"·" ...... ts' marital status as of today? 

(Pick one.) Manieicfflemarrled 'o , · ·. · Slngle·, o • · • ·11 0 1 
•·· ,.J .. ., 1Widowed · o • 

64, Go to paae 7 to detennine how many 
people are In your parents' household, 

66. What is your parents' state of legal residence? 

67, Did your parents become legal residents of the state in question 66 berore January l, 1996? . 

68, If the answer to question 61 js 0 No," give the month and year legal 
residency began for the parent who has lived in the state the longest. 

69, What is the itge of your older parent? 
, '' :.1 I 

70, For 2000, ~ve your ~ts completed their IRS ltx!ome tax retum or another tax return llsttd in question 7t? 
a.lMY~~yea~eady :'· 0 I b. Myparentsw!Mflle,buttheyhaw· 0 • ·1 'lf,>!1•,H~• Mypeitntiaie'not'QOJngto,,:'.O I 

~~ thek return., 1 , • not yet completed lhelrret001, ,· ,. .. ... , J.pff!hf.-i:. ,file,, (Skip to quottlon 78,) . 1 • 

71. What f~co~e tax return did ~our_ parents tile or. will they fil~ for 20007 . i,, ., ; ,: i•. '_!, Ii, t' _ ,·( •• 1. '., ,·
1
,.,. :,; ·;,, . 

••,,.IR$.J9'1P ''l''.'-:"""'"'."t',"'!1!"""'"'"""' 0 I d, A tax retum for Puerto Alto. Guam, A~ Samoal the Vl'rgln ,,,anda_,t the' !h! l l!I ,· 
• 1~.1~A, 1040EZ1 1040,TeJeflle .... , O • Mar&hall lsland$, ~ Federated States of MlctOMSla.·or.Palau: Bet P,oe 2.:'""I" O ,, 

i Afofelon tax return, SM~ 2....... o , ·. ·. · , ·, 1.. :J • 1 No.1 · 
• . . . YH .. Don1t<now 

your parents have tiled ~r will file a I 0401 were they eliglble to flle a J 040A or 1040EZ? See ptge 2. · C.) ,. : b , o s 

Fo1r questions 73 • 831 If the answer Is zero or the question croes not apply, enter O.··, , ... ,., , ... i,b,-,1 · 1 , 1 • -~ 1 v :J ., ,. ~. : 

73. What was your parents' adjusted gross Income for 2000?. Adjusted gross income ls . . · _, , t s[[O", ITJJ1 
on tRS Form 1040-Jlne 33i 1040A-Hne 19; 1040BZ..lln~ 4i or 'felofil~-line I. , . .i, . : . i ~ 

74, Enter the total amount of your parents' Income tax for 2000, Income tax amount Is on , - · • · n-r7 111 rTTl 
IRS Form J 040-llne SI; I 040A-Hne 33; 1040EZ-llne JO; or Teleflle-•line K. . , 1 , • $ ~--, Ll.J_J 

· 75. Hnter your parents• e,cempUons for 2000. Exemptions are on JRS Form 1040-Hne 6d or · ' ''DJ · · " 
ort Fonn 1040A-Une 6d, For Form 1040EZ or Teleflle, see page 2, · · · · 1111 ·,, •~. · · 

.• 76-'17. How much did your parents earn from working In 2000? Answ~r this , . Father/ . 
1 

• [[[]'. ' ' JI, M1 
question whether or not your parents filed a tax return, This lnfortt\atlon , 'Stepfather (7&) .:~ · ·. .', L.lJ_J 
may be on thefr W-2 fonns, or on JRS Form 1040-lines 7 + 12 + 18; M th I n-r7 
t040A-llne 7; or 1040BZ-Une I. Telefllers should use their W-21s, Step~o:~.r(77) .... L:~.LL(', DI] 

Parent Workeheote (78-80) · · 1 
• • • • : · 

1 
• • Work~,h~t ·A ·(·;1;) • ;

1•[TI• i;:,. ITIJ 
78-80. Oo to Page 8 and complete the columns on the right of Worksheets A, B, 

and C. Bnter the parent tot11ls in questions 78, 79, and 80, respectively, · · DJ IT[ 
Bven though your parents may have few of the Worksheet items, check each Workeheet B (79) $ \ J 
line c:aretuUy. 

, .· , Workth~tC(80) .::•rn:.DJJ 
i. As or-today. what Is the net worth of your p11.renta' current lnve1tment1? See p11e 2, 

of todty, what la the net worth of your parents• current ~u1fne1Ht and/or 
ettment ttrm1? Ste P•I• 2, l>o not Include ~ farm that your wenta Uve on and opera1e. i 

' 
, 13. At or today, what ,, your parenta' total current b.aJance or cuh, aavfnas, and cheeking account,? 

-·•rr.o··.rro 
.. •ITO .[OJ 
•ITO ,ITO 

'. ◄ t•• ., ,~' . ' . ' . , Now go to Stttp Six. 
Page& For Hetp-(800) 433•3243 

. . , ............................. ~ ...... ,. ............ ~ ... .. 

I 
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A tough year ahead for N.D. tanners 
3y JERRYW. KRAM 
3ismarck Trib1me 

-_ Continued low commodity prices 
ind higher expenses will combme to 
Dake 2001 a tough year for farmers to 
urn a orofit, according to Andrew 
iweas~n. an Extension Servjce farm 
~en! specialist. 

Higner fuel. fertilizer and machinery 
:osts. combined with low crop pri.:es, 
jut profit projections at the lowest level 
Ii a decade, Swenson said. T.ae 
:nension Service publishes projected 
::.ro_p_ budgets for eight regions in North 
~ota every January. 

·Prices are low and our coSts are 
;oing up," Swenson said. *So that's more 
)fa squeeze G1, profits this year than in 
}lepast." 
_:. The budgets project losses for the 
~te's largest crop. hard red spring weat, in each of the eight regions of the 
;tate. Toe smallest losses are expected in _ land prices. 
lie south"'-est. at $13.~9 an acre. Losses Swenson said manY: fanners will have 
n the southern Red River Valley are a positive cash flow thls year. because 
~ed to be the highest, more than cash flow doesn't include non-cash 
~ a"'l acre. mairJy because of higher. expenses like depreciation of buildings 

"Jypically in the sbon run. if you can of these aops show a profit. and ~ 
cover r:.,ur v.mable msts and any por- because there isa his?bermt.• s.mori 
tion 04 your fixed costs. you're bener off said "'Withbighenisl:yonbaweahigber 
than-shutting down and coverintr all of: ~tential forretums. - . . 
your fixed costs.• Swenson said. A per- 1bings may be even WOO!ie than_ die 

. son who owns all their madrlnerv and budgets predict. because prices Im· 
land and bas no debt. they could vecy niuogen fertilizer like anhJd!:ons 
well cash flow. But what happens is~ ammonia are expected tc go~U: 
you.ate living on the depreciation of the the S290 ~ ton-1a1e used to 

- mad:iiaeiy and pretty soon that bas to expenses m.December.. . _ 
be !J:Placed. . There is some good DellGS forpmdnc: 

Minor crops - lentils. gaibanzo ezs. Soil tes1S show there is more J.ldlo-: 
"beans.- aambe. mustaid. buckwheat gen left in~ mil tban·tm:re~ last
and .safflower - showed positive ~sofa~ should-need Jess fertil-

-· rerums in the western part of the state. ~ erop-.,..~ will be-~ 
Confectionegsur.fioweISand dry beans than Jast~ ~J;ates aicmative
-~ the best returns in me cennal Iy fiat and law-msts m ~ ~ 
and eastern areas. Swenson said there panoftheslatdia~sofleued. -
'.WaSiit enough of a market fur these.. . · Also...ava:age ~-~ to vdmlale 
crops. combmed to offset the state·s --in ~nonhem _pan of -1he swe ~ 

._ Ina_Jora!lps. _ - been depressed by _seveml UJDSe.xllive 
·; Swensen warned that these crops yeais ofwealber--relaredaoprusas1e,s 

_ .- also ha\1e severe ih~cti.on am: price If yields are higbei:. mme,:s,rril do bet:-
and machinery. But he warned that Iisks. He advised it is a good poiq ta ' - _ 
furmers can't go- on living off their _ fur farm.as to contract the5f: crops if ""That's one of the reason the ~ 

. dep,,ci,Uion indeiimrely, lml· it will ~ an amacme ptice. espe- hep growing rmps ...., d!ougl, ,lie 
allow farmers ~ get through another · if~cropbasjustafewbuyels. pro~ are less than opri111Jsnr:.~ 
year. _ , . -:-~ -~ , . 0 • _ probably ~n that some SEE 8IRNERS. 2B . -

-<~:~11~. -:-.;ii~·-_ •\••- 4 • - -

-
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arm income headed for a fall 
Congressional help 
needed to offset loss of 
10 percent by farmers 
By PHILJP BRASHER 
AP Farm Writer 

WASHINGTON (AP.} - Parm 
Income will decrease 1 O percent 
this year without another multi• 

· billion-dollar bailout from 
-: Congress to compensate pro
ducers for low commodity 
prices, · the Agriculture 
Department said Wednesday.· 

1 The department estimated 
net farm lncome wfll dip to 

lj $41,3 bHll.on this year, $4,1 bil-

l 
· Hon less than last year, without 

I 
a special aid program. In 2000, 

. farmers received $8 billion In 
ergency aaslstance from 
ngress, boosting net farm 
ome to $45,4 bllllon. 

·· Average farm Income for the 
1990s was $45.3 billion a year, 

Last year was the third year 
In a row that Congress has 
approved a multlblllTon-dollar 
aid package 1.0 supplement the 
government'fl permanent farm 
assistance. Agriculture 
Secretary Dan Glickman said 
th,s week that another aid pack• 
age will be needed this year. 
. Farm groups alreadX are 
developing a request. 1 We're 
working on a plan with the rest 
of the commodity groups ... 
even as we speak to see If we 
can come up with a consensus/' 
said Mary Kay Thatcher, a lob• 
bylst for the American Farm 
Bureau Federation. 

Crop prices plummeted In 
the late 1990s because of lag
ging exports und heavy world· 
wlcfe production. . 

"By historical standa,·ds, the 
Inst five years have been an 
unusually favorable period for 
crop proauctlon,'' according tc 
a report Issued by USDA's 
Economic Research Service. 

"We're working on a 
plan with the rest of 
the commodity 
groups ... even as we 
speak to see if we 
can come up with a 
'consensus:, 

Lobbyist Mary Kay 
Thatcher 

"Not bnly has there been little 
adverse weather, but rainfall 
has also ·been generally abun• 
dant and timely, not only In the 
United States but also in the 
v{orld's major ngrlcultural pro• 
duclng countries." 

Farmers received a rncord 
$22.1 billion In direct govern
ment payments Inst year, 
Including the emergency aid, 
$6,4 blll!on In crop subsidies 
and other assistance. 

Commodity prices are 
expected to rise enough to pro· 
·vidc some help to farmers and 
taxpayers. Federal crop. subsl• 
dies, known to farmers as loan 
deficiency payments, arc 
expected to drop $2 bllllon this 
year. 

USDA expects Improvement 
for both crop ancf livestock 
farmers. 

Total crop production for 
WO 11s projected to rise $4. 7 bil • 
lion to $101 billion. Income for 
cotton Is expected to rise 17 
percent. , .. 

1btal livestock production is 
estimated at $100,2 billion for 
2001, up $1 billion from last 
year, wlih the gains coming In 
higher prices for milk and hogs. 
Income from cattle are expect• 
ed to decline slightly. 

Overall, farmers are In rela
tively sound financial condl· 
tlon, according to the report. 
Farmland valuea are expected 
to Increase about 1 percent, 


