2015 SENATE AGRICULTURE

SB 2351




2015 SENATE STANDING COMMITTEE MINUTES

Agriculture Committee
‘ Roosevelt Park Room, State Capitol

SB 2351
2/13/2015
Job # 23859

UJ Subcommittee
J Conference Committee

Committee Clerk Signature W //60#1’/%

Explanation or reason for introduction of bill/resolution: C/

Relating to the ownership or leasing of farm and ranch land by corporations.

Minutes: Attachments: #1-19

Chairman Miller opened the hearing on SB 2351.
Senator Wanzek, District 29 introduced SB 2351 (see attachments #1a and #1b)

’ Senator Klein: The agriculture committee heard during the presentation by the commodity
groups in January and we heard the concerns that Senator Wanzek has pointed out in the
Dairy Industry. The emails that I'm getting seem to imply that by passing this the
corporations will be able to buy sections of land across the state and monopolize the
landownership. What | heard you say was that there's only an opportunity for 640 acres of
land. To make it simple for me, if we had ten dairies to come to ND how many sections of

land would we have to give up?

Senator Wanzek: First of all, understand that is the maximum. Many of these operations
may not want that much land. These types of operations focus on operating the dairy farm.
They are most likely going to purchase most of their feed from surrounding farmers. Having
said that, if ten of them came the most they could ever own or lease--and we included
lease because we don't want them coming in and leasing up a bunch of land either--if ten of
them came there could be ten sections. There are 62,000 sections of farm land. | insisted
that restriction be in there, SD does not have a restriction. | feel pretty strongly about the
lands staying in the hands of our family farmers and having them in control.

Vice Chairman Luick: Is it possible for that corporate farm--whether dairy or swine
structure--to divide and purchase more sections of land under a division of that
corporation?

Senator Wanzek: That's a good question; it's my understanding that if you're operating
‘ under one entity, that one entity could only own or lease one section of land. The rationale
behind the one section is that there are environmental regulations where there are setback
requirements. | envision very few of these are going to utilize a full section, they're going to
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contract their feed production and they won't need a full section. Some of them will
probably only need 40-80 acres to put the facility and operation up. | see potential for a
neighborhood of farmers and local community businessmen coming together.

Senator Klein: You spoke briefly about keeping the land in the hands of the family farmers,
why wouldn't we want to expand this for the crop farmers? What would the difference be?

Senator Wanzek: When it comes to crop farming, many young people who want to get into
that industry already have equity partners called landlords. If a young farmer wanted to get
into crop farming and was required to buy all of his land, there is no way he could get into
farming because it would take a huge sum of capital. But in many instances, young farmers
are able to get in because they have these equity landlords. It allows our younger
generation to get into crop farming. When you go in to build a dairy, you're in it all on your
own and it's hard to get investors. Some say that dairy farmers can already do this under a
general partnership. But | like the corporate shield because | know the limit to my liability
and | am willing to invest half a million or a million in it--that's the extent of my risk. If | go in
as a general partner, my risk is losing everything--the rest of the farm and my personal
assets--if there was some sort of incident that cost a huge liability.

Senator Oban: | don't think anyone thinks that we shouldn't do anything and | do look
forward to asking them for their ideas if this is own that they're opposed to. Going back to
something you said in your testimony at the beginning on your first page, you said that
"we've tried many other approaches to this problem over the years and they obviously are
not working." Can you help me understand what we have tried and why they haven't been
working?

Senator Wanzek: Many of them dealt with credit; they looked at ways to give credit to dairy
farmers. Farmers don't necessarily need to take on more debt; a lot of us already have a
high level debt to the point where it puts the business in jeopardy. We need someone who
is willing to share the risk rather than taking out a bank loan. There have been a number of
programs and efforts with the dairy coalition and dairy efforts with the dairy coordinator
trying to facilitate development and get development off the ground. We mostly approach it
from the standpoint that we are going to provide loans and lending and that presents a
problem in today's environment. Not many family farmers want to take on 6-8 million
dollars' worth of debt.

Senator Warner: | would like to address the labor question, it seems to me where we've
seen these kinds of corporate structures come in the way they get out from under risk is by
lowering their labor costs. | think we see the solution in other areas has been through low
cost immigrant labor. The benefits offered to them are helping them signup for Medicaid,
the supplement to their income comes in the form of food stamps. How does that benefit
the general economy when we subsidize corporate agriculture by allowing them access to
the common wealth in that way rather than paying market price for their labor? How do we
benefit family farm agriculture when we undercut them by subsidizing corporate
agriculture?

Senator Wanzek: I'm not sure--are you certain these individuals who are working on these
dairy farms are applying for these things?
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Senator Warner: I'm saying that at $12 an hour they are.

Senator Wanzek: | don't know whether that's true or not, | know from visiting some of the
corporate dairy farms that they employee these people and the ones that I've met seem to
be satisfied with their jobs. That might be an issue we are going to have to address, but in
most instances that wouldn't be the case. The one dairy that I'm thinking of provides
housing and amenities and complete families come in and work. With new technology, we
are getting into the robotic age and there will be more mechanized and more technology
involved in the labor.

Senator Warner: | would never dismiss immigrant labor and the quality of their work ethic.
That raises a question about the impact of the tax structure that we're raising here. | think
we can reasonably expect that if a dairy had 10 employees, it would but 10-20 kids in the
school system. Yet the dairy is only paying property taxes on the land. It's not paying on
any of the capital construction costs, so as little as $3,000-4,000 per section of land. How
you justify the kinds of tax exemptions that we are giving to these very intensive agriculture
industries?

Senator Wanzek: I'm sure the body will address that whether they should be taxed or not. |
know that right now we have some individual dairies that are still in existence that are under
the same scenario. These operations will generate additional wages and dollars that will
bring in other taxes as well. | believe that the benefits will far outweigh any challenges.
When it comes to immigrants, almost everyone in this room come from a line of immigrants;
these people are coming here looking for an opportunity and hope.

Chairman Miller: Are you aware of the farm exchange labor program? These are family
farms that are utilizing this now. The labor issue isn't centered around if it's a corporate
entity or not. The labor issue is simply a labor issue.

Senator Wanzek: You're right, the labor issue will be there regardless of the structure of
the business. | see this corporate structure as business tool. It's not the answer for every
operation, it's not the only issue that helps enhance our livestock production. | believe that
one of the major barriers to develop is the inability to generate equity capital, so it's
probably the number one barrier, but it's not the only thing we should do to enhance
livestock operations.

Chairman Miller: You serve on appropriations and you are well aware of the welfare
programs we create as a state, we set those thresholds as a government. If a corporation is
abusing the system, we have to share in some of that blame.

Senator Wanzek: We have wage and labor laws they have to adhere to, and | would
suspect and want them to be responsible corporate citizens and adhere to our laws.

Chairman Miller: As far as foreign labor goes, that's a federal policy correct?

Senator Wanzek: Correct. | know there are farmers in our area that are utilizing that
program.
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Senator Klein: You spoke about the current corporate structures that we are allowing
under current law and | believe you have on at your farm?

Senator Wanzek: Yes.

Senator Klein: Could your little corporation invest in your cousin's corporation?
Senator Wanzek: From what | understand, | would not be able to do that.
Chairman Miller: What are the degrees of kinship?

Senator Wanzek: It is my understanding in ND that it goes to the third degree of kinship
which would be aunts and uncles, parents, siblings, and first cousins.

Doug Goehring, Agriculture Commissioner: (33:30) Testified in support of SB 2351 (see
attachment #2)

Senator Klein: Just to confirm what Senator Wanzek stated in his testimony, only 9 states
have any sort of corporate farm law and of those ND is the only state without exemptions.
Is that correct?

Doug Goehring: To my knowledge, that is correct.

Senator Klein: When you travel with other commissioners, are there issues in other states
where they are being overrun by major corporations buy up land and taking over?

Doug Goehring: Those types of discussions have not happened. The group you are
referring to is called the National Association of State Departments of Agriculture. It's
comprised of commissioners, secretaries, and directors of agriculture from different states.
Those discussions don't come up, we tend to discuss what we can do to enhance and
develop. A lot of states deal more with biosecurity than anything else but they love animal
agriculture and what it brings to their rural communities. The one thing about animal
agriculture is the multiplier effect on economies. The fact that in agriculture itself, which is
about a 3.7 multiplier effect in our economy, animal agriculture ranges from 4.5 - 9. So it
adds a lot of value back into agriculture and the economy.

Senator Oban: There's no doubt in my mind that you have spent a lot of time to figure out
how to address an issue that is clearly a problem. When you gave a presentation to us a
few weeks ago, you said you have been working with a group of people to figure out the
best approach to this. Who has been a part of those discussions? Were there other
conclusions or is this the only suggestion that came out of it?

Doug Goehring: The group was comprised of barley producers, corn producers, soybean
producers, and a lot of dairy farmers and a few swine producers. | wouldn't say these were
a formal matter, but we have sought ways of addressing some of these issues. There have
been a lot of things over the years that haven't been considered and | wouldn't consider
them. In this situation, it made a good argument to consider what SD has done given the
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success that they've had. | decided to make a presentation to the agriculture community
and let the agriculture community decide how they wanted to proceed. | made suggestions
that there should be land ownership limitations. There's a perception that if you are going to
own large amounts of land, that is competition. Our farmers and ranchers don't need
competition; they need enterprises that will complement their efforts in agriculture.

Senator Oban: Were either of the largest ND farm advocacy groups apart of these
conversations?

Doug Goehring: No, but how often do those groups show up at my office and propose a
solution? I've been asked here lately why they haven't been part of the discussions. | serve
and sit on many committees, commissions, and task forces. | am simply presenting the
information; these groups are the ones who need to have a discussion, and then they need
to determine when working with the legislators how you're going to move forward and what
you're going to consider and what you're going to do.

Senator Oban: I'm not making any assumptions or accusation about the way we came
about this. But when you say a little decision, this isn't a little decision--it's a pretty big one. |
just want to make sure that the voices of two groups who represent all of these producers
have a part in these discussions.

Doug Goehring: Since it's not my decision, it wasn't for me to put that in front of them. As
far as discussion, | did ask Farmers Union because | knew they were going to be the most
concerned and sensitive to this.to come in and think about it. Before anyone else knew
what my presentation was going to be about, | asked Farmers Union to come in and we
talked about it. | wanted to let them know so when the meeting happened, they would have
an opportunity to think about it and not necessarily feel like they were being blindsided.

Chairman Miller: This conversation has been evolving through the legislative process for
years.

Senator Klein: We had a removal of corporate farm laws back in 2003, which | voted
against but this bill would reach those parameters we were looking at in 2003. Would it be
your assumption that we're only looking at a narrow change in the law; there won't be a
bunch of folks buying up a bunch of property in the state?

Doug Goehring: In the presentation that | made, | did suggest that there would only be
three areas: (1) Feed lots (2) Dairy (3) Swine. | will oppose the bill if it goes any further than
that. | don't get to make a vote, but | will oppose it if it goes beyond that. | believe this
particular bill complements agriculture in ND, not compete with it.

Submitted testimony from Walt Bones, Previous Secretary of Agriculture in SD: (see
attachment #3)

Senator Klein: In our previous discussion, we had some concerns about the impact on the
social community as these dairies are established in our state. In your experience, has SD
felt a major concern when they open these dairies that we will have this group that is using
cheap labor? Is that a concern SD has seen that we should be addressing?
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Doug Goehring: I've not heard those conversations or concerns from SD. The dairies and
the swine operations | have visited, the lowest paying job I'm aware of was $11.40 an hour
and they were provided with housing. On my farm, my top paying position is $13 an hour
and they're not on Medicare. That doesn't mean that there aren't situations that force
people into a place where they have to seek assistance someplace else. Some of those
labor jobs went all the way up into the upper teens, low twenties. There were other jobs that
were office jobs and veterinarians; those certainly pay a lot more. Everyone did seem
happy and there were families working there too so there were two or three incomes.

Senator Warner: Since I've been in the legislature, we passed triple LP legislation, Limited
Liability/Limited Partnerships. Why do you think that that model is inadequate? Why do we
need to take another step when we haven't seen the kind of results from the triple LP that
we were expecting?

Doug Goehring: The only thing | can attest to is some of the challenges that we
experienced when working these facilities was that they wanted to come in and do an LLP.
The problem was which surprised us was that if there was a corporate structure to one of
those partners, it was deemed out of compliance and they could not operate. That's what
we ran into when working with a facility that did want to come to ND and be under an LLP;
we tried to help them and look at the options but they were denied based on having two
farmers who were incorporated.

Senator Warner: I'm no expert on corporate law, but farmers do not incorporate, they
belong to a corporation that they own. A corporation of a business entity is a thing which
has been given substance or body and is incorporated. But these farmers still remain
individuals. How is it that they disqualify themselves as individuals from using some portion
of their capital which was outside of the capital corporation structure and investing in
another enterprise? Certainly if you were invested as a farmer, you could still invest
individual money in a stock market. How do you disqualify yourself by owning part of a
family farm corporation when you still remain individual and you still have capital which is
liquid and can be moved around?

Doug Goehring: I'm no expert in corporate law, but maybe one felt like they didn't want to
personally be a part of something but they wanted the corporate structure in place since
that's probably where most of the capital or assets are. I'm not sure. | know when we tried
to help them with their situation, and out of the 240 entities, people that were shareholders
and stockholders, a couple of those farmers in there were part of that structure and it
couldn't exist so they couldn't come to ND.

Chairman Miller: Do you know if there's a typical average for equity held by a farmer in
ND?

Doug Goehring: | do not have that information, but | could provide itto you. | suppose it all
depends on how long you've been at this fame.




Senate Agriculture Committee
SB 2351

2/13/15

Page 7

Clark Price, Farmer and Rancher: (58:41) (See attachment #4) Testified in support of SB
2351 and proposed an amendment to include feedlots.

Chairman Miller: (1:04:21) Would you still support the bill without the amendment?
Clark Price: | would still support the bill but | would prefer the amendment.

Senator Klein: You talked about the expansion into feedlot and you talked about how SD
changed that law ten years ago, has there been a major take over by corporations in SD?
The whole concern | would see is the competitive nature of you competing with Cargill or
Tyson. Do you have any statistics that would support that that has been a problem in SD?

Clark Price: I'm not aware of any takeover of any sort. | am aware of some of the farmer
organizations that combine and make corporations. | would like to correct you; SD has had
the feedlot exemption in their law since 1974.

Chairman Miller: What is the case with NE?

Clark Price: I'm not certain about NE law; my nutritionist is from NE so | did ask him a
couple questions on how many corporate feedlots are there. He said that there is some
corporate structure but it hasn't taken over the state.

Senator Warner: | appreciated your comments relative to banding together your farm with
your neighbors to form business structures. | remember fifteen years ago that those were
exactly the same arguments we heard with the development of the triple LP, the Limited
Liability/Limited Partnership. That's still an existing business structure witin ND which is
perfectly legal. Why don'’t your pursue that route?

Clark Price: I'm not an expert on the corporate structure versus the LLLP structure, bit
when | set up my family corporation, we consulted some professionals in the industry and
they told me that the feedlot structure needs to be the coop structure. It's legal to do that in
your family structure but not outside your family structure. I'm no expert on it, but that was
the advice that | go.

Senator Klein: You spoke to SD, what | heard you say is that its groups of individuals who
gather together, it's not something huge outside of the state interest, it's folks who would
like to invest in their neighbors. Is that what we're seeing, small individual farms, family
groups, neighbor groups, or community groups--is that what those corporations are in SD?

Clark Price: That is exactly how | envision this law to allow and bring equity in to get this
done. | personally believe it's the reason why we're not seeing growth in the feedlot sector
in this state, because it is such an intense capital and management investment to the point
where we don't have the expertise on a small scale. | do believe that this will add value to
the community.

Senator Oban: I've told people who are opposed to this that | don't like the slippery slope
argument. | don't think it is a good enough argument to not do something. However, you
bring in number three in to add to this demonstrates that everyone will have an interest at
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some point that will probably be left off of here. Doesn't that prove what their concern is, if
anybody who comes up here who supports this but wants to add their interest in, does that
give them a better argument?

Clark Price: I'm not sure | understand; from my perspective, the hog and the dairy industry
today are in dire straits for getting something done. | believe the feedlot industry in this
state is in the same position. We produce a large number of high quality in this state and
with the Aberdeen plant sitting there ready to roll, we need to have a structure that will
allow us to feed cattle in this state. We have the cheapest feed anywhere in the nation, let's
add some value to it and the large scale feedlot structure is a perfect way to do it.

Senator Klein: You're here for yourself; you're not representing any Stockman's or Beef
organization? But you also understand that early on in the commodity group presentation
that you guys were somewhat included. But at this point, you are just representing yourself.

Clark Price: | am representing myself; | hope that we will get the organization's support
once this language is added to the bill.

Senator Klein: So you are an independent person here on your own, and we heard some
discussion that some groups weren't involved in the decision. Do you do service with those
groups?

Clark Price: Absolutely.

Senator Larsen: So you are representing them on a small scale and you are one of those
guys.

Clark Price: | am one of those guys and | am a member of those organizations as well.
Senator Larsen: Are you going to buy more stuff if you have more cows then?
Clark Price: | will, absolutely.

Kenton Holle, Dairy Farmer, ND Milk Producers Association, Mandan ND: (see
attached #5) (1:11:56) Testified in support of SB 2351.

He also stated in addition to his testimony that the idea of a corporate farm is alarming to
some but that fear is because animal agriculture is under attack by special interest groups.
He said that these groups like to label corporate farms as factory farms. No matter what
size the farm is, it's the dedication to the farm and the animals that matters. He said that
there's too much at stake for a dairy farmer to abuse his cows, land, or employees.

He also addressed the issue of labor. He stated that he had 12-15 employees on his farm
and employees students to help with special projects. He said that he did not have cheap
labor on his farm because if someone wants good help, they have to pay them well. His
wage scale varied from $30,000-50,000 a year, when housing meals, and hourly wage is
included.
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Chairman Miller: You have an integrated relationship with your fellow dairy farmers in your
area correct? How dependent are you on volume from other people to make it work?

Kenton Holle: That is a great question because dairy is a community because we are
relying on a lot of special infrastructure. We need specialized equipment and people who
can work with modern technology and equipment. We need nutritionist and veterinarians.
No matter what our different operation looks like, we have a lot of things in common. As we
begin to lose our dairy far neighbors, the ability to secure that infrastructure disappears with
them. As we begin to lose producers, we lose people who are willing to buy that milk.
Without a source for that milk to go, what choice will we have than to shut down so we are
very dependent on one another. Seeing an industry grow within our state will only make
those opportunities more available to us where we are able to secure the kind of
infrastructure help that we need.

Senator Warner: | appreciate your comments about the positive impacts that you've done
with your dairy and your community. It seems almost impolite to point out that you did all of
that without a corporate structure. | have a great respect for the intelligence and the insight
that you are bring to this issue. We have a poverty of detail on the bill before us, it's only a
couple of paragraphs. One of the issues | would like to ask for your advice on, | don't
understand how we see the beginning of these projects develop. Is there some sort of
certificate of intent? We've seen the acquisition of farmland which has to be the first step
before construction. What's to prevent a corporation or an insurance company or a hedge
fund from coming in and buying up one sections of land and holding that land until the
market forces indicate that it's prudent to build. What's to prevent them from buying up land
and holding it until market forces are up and capital flow goes a different direction so they
sell the land back into the market take their profits out of state and put it back into their
corporate structure. How do you initiate these projects to become legitimate dairies without
being just the acquisition of land?

Kenton Holle: | think that the steering of land is necessary in order to set up a facility.
Going back to the decision we made in order to move, and obviously our scale is much
smaller than what the larger scale is, there is more to dairy farm than just the land that it is
on. There are requirements that need to be met in regards to animal waste, building
structures, township permits, etc. That may be a job that falls into your laps to make sure
that within the structure there is an accountability that's held forward in these corporations
who make the intent to put up a dairy facility and don't follow through. Certainly to get
financing to do the move that we did, there were checklists that we needed provide to
provide assurances to the financing part that we had things in order to put up a facility and
make it work. | think that there is a varied point of view that comes into that picture as far as
where are the restrictions in place to make sure that what is said is done.

Senator Warner: If this is going to go forward, | see that as an issue. | sense that you have
a deep insight, and | would appreciate your thoughts.

Senator Klein: A lot of these things do get settled in the rule making authority that we give
to the authority in the state. | would assume that the agriculture commission would have the
rule making authority which would come before the administrative rules. As a member of
the dairy industry, do you see any push back from your industry? We're always concerned
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about the completive nature of allowing something to happen that hasn't happened in the
past.

Kenton Holle: | don't believe that's present at all. | think that the dairy industry has been
trying since 2000 to build up ourselves and keep our industry viable. We rely on one
another and who wants to be part of a losing program. When dairy farms leave the area, it's
a domino effect. When we see increase and rallying, it brings spirit back into the industry.
As far as competitive nature, we are all competitive. We also all thrive on one another and |
enjoy going to dairy farms to get ideas.

Senator Klein: The processor needs to have x amounts gallons of milk coming to his door
every day. As you lose producers, does that increase your costs? Are those big concerns?

Kenton Holle: | think that if we use the example that we've seen over the past number of
years of multiple large grain terminals being built in our state, they haven’t put them out on
the prairie hills, they've put in the area where there's potential for grain to be shipped to
them. Fortunately we're twenty miles from our plant right here in Bismarck. But as we've
seen the number of processing plants decline, there are individuals in the state who are
paying 2 dollars a hundredweight of milk for shipping costs. If we can see any type of
additional processing facilities built in the state, we'll get some competition then for the milk
to be able to go to different places. The cows need to come first, you can't put up a facility
and expect the cows to come.

Jerry Messer, Dairy Farmer from Richardson, ND: (1:36:13) Testified in support of SB

2351. Offered three arguments in support:

(1) Where we're at. We're not doing well as a state and | see other states that are doing
better in improving their industry. We're in a different situation in ND. We have the
opportunity to do things that other states can't do because we found revenue of wealth
we never had before. There a lot of royalty owners in ND who are looking for a home for
their wealth. There are a lot of outside opportunities, but a lot of these people would like
to invest back into agriculture in ND.

(2) This bill affects me as a dairy farmer as | have to pay to get the milk to the market. |

have been fortunate in the last couple of years because some of my milk has been able
into 5 gallon bags and goes to the man camps which has helped me diversify. The rest
of my milk gets shipped to SD. As a farmer, | understand because we pay freight for
everything.
What you see happening in the other states is the structure they are using and why they
picked SD when they could have picked any other state. These people are coming from
other states that are urbanizing. The upper Midwest is one of the cheapest and most
abundant feed supplies in the nation. Two or three years ago, we got a little lax thinking
that $7 corn and $8 was going to stay there forever. Right now diversification is one of
the key things our agriculture community needs. It's not just about being a part of a
corporation, it's the ability to grow community and provide dollars to help that
community grow. These people come and invest in every community their involved in.

(3) What's the future of dairy? What makes us want to be part of the dairy industry and
grow in the state of ND? Between now and 2020, the world is going to need 30 billion
more pounds of dairy products. We have to decide (1) if the US a place that could
supply dairy products? Quicker than anywhere else in the world, the US could supply
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that need. (2) Where in the US can we grow? The upper Midwest is one of the number
one areas that the growth of dairy and can fill the need of those exports and needs
domestically and internationally. We've developed markets overseas that have never
been developed before and we have the ability to continue those markets because the
protein needs in India, China, and other third world countries. As the middle class
moves up a step, the first thing they want is western diet and a big part of that is protein
needs from dairy. We can be part of the people that help solve that problem.

Senator Warner: Nobody in the room is disputing the positive aspects of animal agriculture
and that there's lots of room for growth but almost every word that came out of your mouth
seems to be doable under current law under double LPs or triple LPs. It's very easy for oil
money to invest into partnerships. The bill we have before us opens up the corporate
ownership of land. What's the distinction that the bill before us enhances.

Jerry Messer: My hope would be that some of these bigger dairies would move into our
state. Liquidity is a big part of them and they have share drives which allows shareholders to
be part of that investment in that dairy and then they take the other part of the equity and
invest in a dairy and build a diary. So then you as a shareholder have the opportunity to
share the revenues from the income from that dairy.

Senator Warner: But that's still a triple LP, a Limited Liability/Limited partnership. Those are
main street businesses investing in local farms. All of that's legal under current law.

Senator Klein: | know you've been around a while and we've talked about the programs
that we've tried. | worked with you, the previous agriculture commissioner, and we tried to
work out some programs. We heard today that those programs have not been able to solve
this problem. Can you address that since you were there at the beginning?

Jerry Messer: | think the biggest question is is there is a way for us to continue the dairy
industry without putting as much burden on the dairy themselves but bringing other partners
in to allow us to share that responsibility. Whether it's an LLP or a corporation, whatever it
takes, we need to understand that the dairy industry will continue to dwindle under what's
happening. We have no cheese processing plant in the state whatsoever. Since SD has
changed there law, and I'm not going to say that this was just because they changed their
law but it happened to coincide, they have 7 major worldwide cheese manufactures in their
state. For some reason these plants have decided to make their home in the upper Midwest
and they need milk. My question is what can we do as an industry to supply those needs
from our state rather than see MN, SD, and IA take all the production? Every month ND
continues to decline and their states rise.

Senator Klein: You're on the dairy promotion board, despite all of our past effort obviously
the LLPs the triple LPs are not working because we've got them. Obviously you think there
is something more that would better adapt to what we're doing here.

Jerry Messer: That's our true belief. The true belief is that there is some reason these herd
owners have felt this as an important tool to invest into dairy in other states. That one of the
main reasons that | support it is because they saw the value of other states and that's where
they're moving. They're not a thousand miles away from us, they're across the border and
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it's not just one or two dairies, ten to fifteen dairies that are 1,000-2,000 cows. They do it
very well, they're very much part of the community.

Jeff Enger, Farmer, Marion, ND: (149:50) (See attachment #6) Testified support of SB
2351.

Dwight Grotberg, Farmer, Barnes County, ND: (1:54:25) Testified in support of SB 2351.
| think Senator Warner asked the question about what there would be to stop a corporate
farm from coming in buying up parcels of land. | had an experience with Cenex Harvest
States who are building 3 and a half billion dollar fertilizer production facility. | sat through
the township meetings and listened to all the pros and cons of bring that size of a business
in our community and | decided to sell my quarter section to CHS because of the benefit it
would bring to our community. | asked for a clause in our contract that would allow me to
farm the land if it was not built on yet, my concern was that the quarter section would grow
up in weeds. They still have not built on that section and it is in weeds.

I'm more concerned about that kind of a business more than | am concerned about a dairy
farm coming in for less than 600 acres simply because to my knowledge CHS has already
purchased two sections of land with the hopes of finding the place they can build their facility
on. | still support CHS, but | release that while CHS is a customer owned company, they
also do function as a corporation. My concern and other people that I've talked about bring
large dairies in particular into the state. I've only heard of a half section, 320 acres being
needed for that size of an operation. The concerns that I've heard so far would not stop me
from supporting this bill.

Harvey Hoff, ND Dairy Coalition: (1:58:14) (see attachment #7)

Submitted testimony from Alan Qual, Dairy Farmer Lisbon, ND: (2:00:24) (see attachment
#8)

Craig Jarolimek, Pork Producer: (2:00:46) (see attachment #9)

Chairman Miller: (2:05:54) You have large hog operations that are operating in ND already,
do you think that we are currently limiting other companies unfairly in investment
opportunities, do you see greater potential once we change this law?

Craig Jarolimek: Absolutely. As you know, I've not only been involved in production but I've
also been involved in the pork industry as a whole. Through my experiences and
acquaintances, ND is in want of pork production. The current law causes fear, there's no
other way to say it. They say that they don't want to have that struggle. If this law is
changed, it will open that opportunity for those entities to start to partner with people in ND.

Senator Warner: You painted a very rosy scenario about this transition from corporate
agriculture back into sole proprietorships. We've seen in other states, particular with hogs
and chickens, that some of these things are structured in such a way that the person lured
into assuming the sole proprietorship ends up with a bunch of abandoned worn buildings
and the corporation takes the equity and capital when they leave. Could you speak a little bit
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to that issue of protecting young farmers who are using this mechanism as a way of
establishing sole proprietorships? How do we protect them when the capital disappears?

Craig Jarolimek: The model that | see that happens in MN and other hog operating states
is quite simple. The people who actually want to have the growers raise the hogs for them
become a big brother who helps them through the financing situation. They actually want
them to be a sole proprietor. They may look at that young person and say that we'll help you
to this point but we want you to have some ownership itself. | know of one coop elevator in
lowa called Rock Valley that has a good program where a person can enter into the swine
feeding operation and he can choose his percent of ownership. Each year on a calendar
year, he has the opportunity change that percentage. So as his equity and expertise grows,
he can make that choice. Those type of scenarios are out there. Those business models are
proven and they work. A lot of the operations that have these contract growers encourage
percent of ownership because they feel their percentage will be looked at better. The way
that the buildings are built now is much enhanced and longer life.

Tamra Heins, rancher, New Salem: (2:10:33) (see attachment #10)
Submitted Testimony from Seth Bacon, ND Pork Council: (2:14:41) (see attachment #11)
Scott Rising, ND Soybean Growers Association: (2:16:10) (see attachment #12a-12c)

Submitted Testimony, Bruce Gibbens, Gibbens Law Office, Cando, ND: (2:21:26) (see
attachment #13)

Opposition
Mark Watne, President of ND Farmers Union: (2:21:50) (see attachment #14)

Senator Klein: (2:33:51) Jerry Messer could talk about all the things that the dairy
promotion folks have done. Do you milk cows?

Mark Watne: No, | don't own them.

Senator Klein: What | hear is the enthusiasm from the dairy industry that we cannot ignore.
They're the ones out in the trenches trying to make a difference. We have partnered over
the years, many number of times with the state trying to expand that--obviously it is not
working. You referenced 49 dairies coming to SD that didn't need that law, well then
obviously if we provide this opportunity; maybe we won't need those corporations. Maybe 49
folks will come--we don't know that. The difficult thing for me is to see that sort fo
enthusiasm from people who are in the trenches and then to come and say let's go home
and start promoting it.

Mark Watne: It is true that you can suggest that we aren't going to do anything but we did a
lot of things. This bill is only about allowing another business model. There are a lot of tools
here that are allowable that are not being used. That tells me that there is some other barrier
and | think we can't ignore the barrier of price. We can't ignore the barrier of the logistics to
the market place and then suggest that this bill is the fix. We need to do all that at the same
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time and we need to have greater conversations and have more people involved in trying to
figure out the solution.

Senator Klein: We have heard about a variety of different corporate structures, but as |
recall you organization was not on board with that as we worked through that some years
ago until we finally carefully defined how we could come with a structure that would
represent some sort of cooperative, cooperation. This whole milk thing is a nationally driven
pricing scheme and strategy which is beyond what we in ND can do. You look at that
national marketing strategy and there are farmers who are frustrated that they have to follow
some sort of convoluted marketing strategy that creates this price. | think we've attempted to
change all of those and agriculture makes our little communities grow. We certainly know
that livestock agriculture is a multiplier. Is this the right thing to do? | haven't supported a
total expansion; | think we are looking at a very narrow change in what we are doing here.

Senator Larsen: | like this flow chart of how the SD dairy farms are in decline. And then |
also like the analogy of the bigger truck. In a farm industry, there's more grain in a hopper of
a bigger combine. As | look at this flow chart, and we're down to 260 farms in SD, we have
19,000 cows in ND but there's a permitting for another 25,000 in SD. Did they not build a
bigger truck in SD and how many head of cattle are on each one of these farms? So it must
be working for them?

Mark Watne: It's not working for the existing dairies; it's the dairies that are growing in size.
So if that's the model you would prefer, then we can have a debate on whether this truly
helps the existing dairies. You can suggest with that slide too that if they've added some
new ones, they are still giving away a bunch. | think you make some good observations.

Chairman Miller: Are you saying that in SD the existing dairies are now opposed to any
expansion?

Mark Watne: | don't have any idea.

Vice Chairman Luick: You had eluded to that the fact that there's maybe an opportunity for
the state to set up a facility for processing. What would be the difference between that
particular state owned/operated/corporated entity rather than a different structure of some
other individual?

Mark Watne: I'm not suggesting that we have state owned dairy, I'm suggesting that we
have state owned processing. It can be a public/private opportunity to them, similar to the
state mill and elevator, the state mill and elevator doesn't farm. With that | did include that
you need to do significant research to figure out where you go into the market channels with
this additional product. We're short of milk here as | understand; maybe they need to pay a
little more. | find it odd that you are not thinking about what drives the so-called free
enterprise: what drives supply is price.

Vice Chairman Luick: If you look at it that way then we probably will have to throw our
hands in the air and say that we will buy it from whoever will produce it for a lesser cost and
that is then going to be shipping it in from other states. And that milk will be grown and
produced by corporate entities in those other states.
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Mark Watne: | disagree with that because | believe American family farms can produce this,
we just need to find our path forward on where we're going to market the product. | think we
can compete just as well. | don't know if there is an efficiency with the corporation farming. |
do know that the American farmers are excellent at what they do. | do know that we over
produce every market and until we figure out the avenue to sell more of that product or turn
to another product, we have times when prices are bad. When prices are bad, credit dries
up. Everything we want to happen is based on the price of it. A corporation isn't going to
come into a bank in ND or a credit union and say that they want to build a dairy and we want
to borrow money from you. They aren't going to get the luxury of saying that because we're
a corporation we don't want any responsibility to it, we simply just want to borrow money
from you. That doesn't change--it's the economics that are really important here. The
economics of doing dairy in ND has to change so that we can pay these hard working
people for what they do and what they want to do.

Chairman Miller: If we went down the avenue of creating state owned processor, we would
have to expand our dairy herd immensely in order to feed that machine.

Mark Watne: Isn't that what we're trying to do?

Chairman Miller: Exactly, but | don't understand why you would suggest a state facility
when we're not at capacity at this time in our current facilities now.

Mark Watne: Because it's going to go along with additional work. We are going to find
avenues to enter into the market place where we can truly create an advantage and we are
going to define our market place. Every business out there that's trying to figure out how to
market to this new generation of people is looking for the avenue of how people want it and
to think that we can live in the same way that we are today and grow it when we have a
small populations and a logistics disadvantage to the market place means that someone is
not looking at how do we sell this product for a price that makes it work for our dairy farmers.
Until you have that conversation, you can change the business model as much as you want.
Even a dairy coming in here has to step back and ask how they are going to market their
product and how am | going to exist in price fluctuations that aren't in the interest of me
succeeding. This is fundamental economics.

Chairman Miller: isn't that the advantage of having a corporation, you have the ability to
retain earnings despite the highs and lows of the market? That's the advantage of dry grain,
I'm on a cash basis so | can choose to hold off on some money one year, and balance my ta

Mark Watne: | don't see that a corporation is more efficient than a family farm, | think we
can do the same thing. | see in a corporation is that they have the ability to not live up to
responsibilities. | agree that there's less risk, but do we really want livestock production in
ND be able to walk away and leave a mess when it doesn't work?

Senator Klein: That begs the question with only nine states in the country having a
corporate law, and 97% of the dairies being family owned, are there messes all over the
country from the 3% of corporations existing?
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Mark Watne: | don't have an answer--I| know we have toured some states where there were
hog and poultry operations and there are a number of instances of abandoned barns.

Justin Sherlock, Farmer, Dazey, ND: (2:46:10) (see attachment #15) Testified in
opposition to SB 2351.

Michelle Zeisch, Rancher, Pettibone, ND: (2:50:30) | am a former dairy producer. | don't
believe that some of the benefits that they've been talking about that will come with
corporate farming are completely true. When we were milking, the bigger dairies got the
bigger breaks on all of their costs and the smaller producers made up the difference. So if
the bigger corporations got $1.80, we got $2.20 to average it out to $2 a hundredweight.
There won't be more vets in the state because they will be isolated and contracted to their
corporations. The corporations will be dominated by people out of state. It comes down to
the base price of milk, so perhaps there should be a program in place to help support the
price of milk or establish a retirement program for retired dairymen.

Senator Oban: Did you say you used to be in dairy; if so, why aren't you anymore?

Michelle Zeisch: It was because of price. We were getting paid $9 a hundredweight for the
milk and we were paying $5 for a bushel of corn and the milk company would deduct for
things beyond our control. We couldn't make it economically feasible.

Larry Kinev, Independent Beef Association of America: (2:57:23) (see attachment #16)
Tom Asbridge, Bismarck, ND: (3:00:22) (see attachment #17)

Chairman Miller: (3:14:05) You speak in broad terms and | wonder if some of your
discussion is based in national numbers, but you look at SD and they're permitting cattle,
building and expanding their dairies. So obviously there's room for growth and people want
to move those businesses into our state. Dairy is not a strictly intranet operations. Our
barrier in this state is our corporate law.

Tom Asbridge: | would disagree with your premise; | don't find any evidence that it is
grounded in fact. There are more cows in SD and they did increase, that is indisputable.
Some of that was California cows and dairy operations moving. That's almost entirely
because of urban setting in California is pushing agriculture out just like it did orange groves.
Most of them have come to SD for those reasons, but | can't see any profit in those
businesses and there won't be any investors in a nonprofit industry. My concern isn't the
dairy industry, the corporate structure that we are talking about and the opportunity for that
to evolve into a total corporate structure and corporate farming lends itself to cheap,
mistreated labor.

Charles Linderman, Carrington, ND: (3:19:39) (see attachment #18)

Christopher Dodson, Executive Director of ND Catholic Conference: (3:26:05) (see
attachment #19)
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Senator Warner: (3:31:00) In the Compendium of the Social Doctrine of the Church, | need
to be refreshed on a chapter dealing with the 19" century pope who had written an
encyclical about the dangers of using humans and human labor as a commodity. Back to
the argument | made a while ago, these enterprises rely on underpaid labor and in order for
that labor to succeed on living on the wages that they pay; they need to rely on the social
services available from the state. Can you remind me the name of the pope and address
this issue of the commoditization of human labor?

Christopher Dodson: Pope Leo Xlll and what he said was developed further by
subsequent popes. In 1939 when Aloisius Muench wrote the Manifesto on Rural Life, he
was looking at what would happen if we allow the industrialization of farming or the industrial
ownership of farming and what the consequences would be for treating humans as
commodities and mere labor as economic cogs. That has borne out and when you talk to
the bishops from other states, it used to be that primary concerns of the catholic bishops
when it came to agriculture were the family farmers. Now the primary concern is the working
conditions and the treatment of the laborers. We can debate whether the success in SD is
due to them changing the law, but we do know that the changes in SD according to the
President of the SD Dairy Producers has led to immigration reform being their top priority
because they must rely on undocumented workers. We strongly support immigration reform
and believe we should open up our arms to migrants. But we have to recognize that is a
consequence that is beyond the dollars and cents and success of a single dairy farm, there
are consequences when you start changing the fundamental laws which have to do with
how we as an entire society relate to the land and food and clothing that we produce. It's a
unique vocation beyond any other for that reason. It affects who we are as a community and
that's where we talk about the soul of agriculture.

Chairman Miller: What's the churches position on corporations in general?

Christopher Dodson: The church does not have a position on corporations, but like any
economic or legal structure, everything has to be evaluated according to what we know
about the human person. For example, when Pope Leo XIlI first started writing about this
and it became doctrine of the church, it was in response to the growth in the industrial
revolution and the shift between ownership being part of labor and ownership being part of
capital. The church is teaching is not that capital is in itself inherently evil but it raises new
questions about what happens when we separate ownership from the labor and production.

Chairman Miller: You have to look at this in a historical fashion, the church at that time
there were people who were transitioning from a serffdom and living under the rule of a king
who owned everything, an autocratic system and the pope was trying to offer guidelines for
businesses to behave.

Christopher Dodson: This was settled pretty clearly by Pope John Paul Il saying that these
pronouncements about labor and capitalism and ownership are not mere papal expressions
or concerns about the conditions of the time but are actual doctrines which are immutable
and apply forever.

Senator Larsen: When | was listening to the testimony earlier today, someone brought up
the question asking why we don't just open up corporate farming to everyone, including
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grain farming. The person said we already are because someone is renting property from
someone who lives down in Arizona. We have all these people renting properties from
people they may not know and we have people coming in from different countries to help
farmit, so should they not be doing that either?

Christopher Dodson: That's a difficult question to ask. Everything is on a degree in a
sense, there are better ways to do things. But the fact that someone does something one
way which is not the preferred way doesn't mean that we all have to do it. There are always
preferences on how things are done and we respond according to the time. Just because
something is not intrinsically wrong does not mean it's not a moral issue.

Senator Larsen: So you're saying it's not a moral issue for these folks to be small grain
farming renting property from people they don't know and then hiring these people from
other countries?

Christopher Dodson: On the contrary, everything is a moral issue.

Chairman Miller: | understand what you said about Pope John Paul and this is important to
me because I'm Catholic and | believe very much in my faith. But | think what Pope John
Paul was talking about in this various encyclicals always have the context of the time and
place in which they were said. Throughout history they will reign true, but there's a reason
why they were said when they were said.

Ronda Throener, Farmer, Cogswell, ND (3:39:53) Testified in opposition to SB 2351. She
expressed concern over the vague language in the bill. She also stated that when
corporations come in, there won't be a direct connection with that land and it's important for
people to stay in connection with the land. She requested that the senate take their time
making a decision on the bill.

Senator Klein: If this bill happens to pass, there are still a lot of opportunities to correct any
issues or concerns you might have as it goes through the process.

Roger Zetik, Sterling ND: (3:43:20) Testified in opposition to SB 2351. Talked about the
mistreatment his dad experienced at the hand of a corporation and stated that corporations
lack personal connection with their labor.

Keith Smith, Madock, ND: (3:45:25) Testified in opposition to SB 2351. He stated that
there already is a corporation stipulation in the law and exceptions to the laws.

Jim Kerzman, Mott, ND: (3:48:08) Testified in opposition to SB 2351. He stated that he
would hate to see the lifestyle change in ND.

Chairman Miller closed the hearing on SB 2351.
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Chairman Miller handed out an amendment offered by Clark Price (see attachment #1)

Senator Klein: Mr. Price made a great argument, certainly we have commodities that
could be recycled rather than shipped out. | can see where that would potentially be a
positive but | think our concentration has been on the industries where we've seen the most
decline and concerns. His gravest concern is losing a processing plant; I'm not ready to add
this in there.

Chairman Miller: | just wanted to put this before the committee so we can talk about it. |
think we are making a big change here as it is and we want to see what happens with that
before we go too far.

Senator Larsen: How many feedlots are currently in ND?

Chairman Miller: | don't know--they come in all shapes and sizes so | couldn't tell you how
many feedlots there are.

Senator Klein: | believe that the idea with the Aberdeen processing plant reopening is that
there could be positive opportunities because it would be a close source to process those
animals.

Chairman Miller: There are similar liabilities and issues, which is why the same argument
can be made to incorporate a feedlot into this bill. If this committee is not willing to even
entertain a motion, I'd just as soon dispose of the amendment.

Senator Warner: I'm not going to move the amendment. But one of the ongoing
discussions we've had about cattle marketing prices is that there's always been the issue of
. captive supply--having corporations own processing plants and feedlots so they can
monopolize and regulate. The corporations can hold back their own feed when price times
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are low but then flood the market with their own cattle at times to drive down prices as well.
I'd be very leery of adopting corporate structures which included feedlots in ND.

The committee decided to dispense with the amendment.
Senator Larsen moved Do Pass on SB 2351.

Vice Chairman Luick seconded the motion.

Chairman Miller invited any discussion on the bill.

Senator Oban: | came into the hearing with an open mind and | think we'd be much more
suited to study this over the interim and find out what the answer to this problem is. We all
acknowledge that this is a problem and nobody wants these industries to be struggling. We
do need to find an answer, but my fear is that we are opening up a can of worms | don't
know if we want to open up.

Senator Warner: | mentioned in the hearing that | have trouble imagining the genesis of
these projects. I'm concerned that these corporations are going to privately evaluate
locations and secretly purchase land. No corporation or hedge fund is going to tip their
hand that they are an entity with very deep pockets when it comes to negotiating the price
of land. Only once they have established that they have a land are they going to begin the
permitting process. Even if the permitting process goes forward smoothly, corporations are
going to face the same market and price problems that anyone else does. These
corporations are only going to establish those enterprises if there's actually money to be
made. | mentioned in the hearing that no government has any business ordering a capitalist
enterprise to go into an enterprise where it's going to lose money. The corporations are
going to need price as much as sole proprietorships are going to need price. So they are
not going to build unless the price structure is there to support the enterprise. So we end up
having corporations/corporate entities/hedge funds owning farmland in ND which they will
just sit on until they have a price in which to go forward with the enterprise.

Unless you have price, there's no reason why anyone could make any money at these;
whether it's a corporation or these very efficient family farm operations that we have
traditionally relied on. | can't see where incorporating the land or allowing corporate
investors to come in really helps anyway, we need price. If there is a price and a market,
ND is very enterprising and farmers are going to find a market.

Senator Klein: I've been in a lot of conversations, I've tried to understand why there is a
concern that corporations and hedge funds will buy land all over. I've considered what
happens in the other states with corporations and how they survive. They have survived
because these are corporations and are not necessarily land investors. | think we are
talking about a group of individuals who may not be related, but are going into this to
produce dairy. This bill is pretty specific that you need to own or lease that land for the
purpose of a dairy. If you do not put a dairy on that land, than you need to divest that
property if they do not put a facility on that property. Having said that, they have to file as a
corporation in ND; they would need a permit from the agriculture department and the health
department. | don't see the land concern as being an issue.
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This discussion began in early January when we listened to the commodity groups and |
heard the dairy folks say that we have a problem. Is this the only solution? Maybe not, but
we've tried a lot of things. Gary Hoffman is a gentleman who worked very hard for the
promotion of dairy in ND. He spent a lot of time here and we worked with other areas to
squirrel up some money to try to lure dairies to ND. Yesterday, he sent a message telling
me that this is a good idea, we've tried everything and we need to move this forward. When
he said that, it reminded me of a bill we had earlier this week about the right to try. This is a
narrow opportunity to give the dairy industry the right to try. | don't want to have this expand
into crop land and | think it has been written very tightly.

Chairman Miller: | agree; when | read the various case law that has been laid out in other
states regarding this issue and | read cases from the supreme court of ND, they talk about
the dormant commerce clause. They are talking about the ability for Americans to freely
conduct business across state lines. When you try and inhibit that, you run into trouble. The
reason why our law has not been successfully challenged is because no one has gone
after it. The concern that I'm hearing from people is that this is a carve out that is going to
explode. But every corporation and person is freely capable to conduct business as a dairy
or swine in ND under this proposal. It's not an issue of interstate commerce, it's an issue of
ND allowing or disallowing a certain business which we do all the time. | feel our carve out
is strong and proper and as a landowner and a grain farmer, | have no worry.

Senator Oban: | agree that this is very specific and | think you sort of helped reiterate the
point people are trying to make in that when you start poking holes in this is when it starts.
That's perhaps why it hasn't been challenged, because there are no holes.

Chairman Miller: My point is that we can't discriminate against you because of what state
you're from. There was some talk about people saying that the corporation has to be owned
by people from ND. That's when we start creating a problem; if we start doing that then we
are into constitutional issues. This bill is saying that anyone can own this and | would say
that in that family component, is the reason why it's held up is that you could be a family
member from any other state. If we tried to limit the corporate structure to people from ND,
we'd be in trouble.

Senator Oban: My point is that we are doing a carve out for two specific industries within
agriculture. Why doesn't that become discrimination with someone who wants to do that
with grain?

Chairman Miller: It's a whole new enterprise; it'd be like if we want to prohibit uranium
mining in ND, we could do that. It wouldn't violate the commerce clause. I'm confident in
what we've done here. |'ve spent a lot of hours trying to think of a better way to write this or
trying to carve out a way in the triple LP model and inject a corporation into there if
somebody wanted to invest into that model. But that's when you get into more trouble, you
can't do that. If we're going to go down this road, this is the right way in the language that
we have before us.

Senator Larsen: As | looked at the testimony one thing that kept coming back to me was in
the 1930s, we had 500,000 milk cows; now we have 19,000. So clearly from the thirties to
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now, something's happening. When | heard in the testimony of these great ideas that we
should have more research, we don't have time for research--we have 19,000 cows and
dwindling. They want us to have the state own a facility? I'm not into state government
owning more stuff--1 think we need less government and getting government out of the way
and letting it have a chance, what's it going to hurt? We are law makers so if it is bad, we
can come back and fix it--that's our job.

Senator Warner: A point on the 500,000 cows, simultaneously we were the number one
export of cream--we couldn't afford to export the bulk of whole milk because of distance
and proximity to market. So we refined off the cream, sold the cream, and wasted the milk
or fed the milk to hogs, which is why we had so many hogs in the state at the same time.
We certainly never had the market; nobody was drinking that much milk. The other point |
wanted to make was that this most recent election on which we had Measure 5 where we
had a specter of outside interests coming in and buying up agricultural land for
conservation use. All the way across the political spectrum we saw people's alarm about
outside interests coming in and buying up agricultural land and competing with ND's
farmers. |, for one, would never initiate a referendum or support a referendum. | firmly
believe as a member of the legislature that this is my forum and voice in the matter, what
we do with this I'll make it work. But I'm not the only guy in the room and | have to believe
that that spectrum is still out there of referendum. | would have to think, given the political
atmosphere of ND and the unpopularity of corporate ownership of farmland and the stance
of one of the major religions within the state, | would have to believe there's going to be a
referendum if this passes. I'm not going to support it.

Senator Klein: | take a little issue with Senator Larsen saying that government should get ‘

out of the way; we should, but there are times when we need to have some regulation.
Once again, | believe that Measure 5 would suggest that they could come in and just buy
up whatever property they wanted with our money. We are saying with this bill that you can
have a section of land, but you have to put a dairy on it. | think there's a difference. In 2003,
| voted against opening this thing wide open because | don't think we should have
corporations owning mega farms. | still believe that the land is for the farmers and in this
case, a section would be for the dairy company. | don't think this is opening up anything, |
think it's very narrow.

Seeing no further discussion, a Roll Call vote was taken. Yea: 4; Nay: 2; Absent: 0.

Chairman Miller will carry the bill.
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Relating to the ownership or leasing of farm and ranch land by corporations.

Minutes: Attachments #1-17

Senator Wanzek: Sponsor of the Bill (Attachment #1)

(17:55)

Refers to Attachment #1, page 21. The numbers for swine in 2014 according to the
National Agricultural Statistics Service show lowa with 20,900,000 head, Minnesota with
7,850,000 head, Nebraska with 3,100,000 head and South Dakota with 1,250,000 head.
North Dakota had 139,000 head. It takes about 25 bushels of corn to produce a market
hog. 25 bushels of corn today is worth about $75 to $85. If you put it through that hog it
becomes worth $260 to $270. The rural agriculture dollar turns over five times in a
community. So one hog would add about $1,200 impact to a community. By adding
another 100,000 hogs that is $120,000,000 of economic impact. These are billion dollar
industries in other states.

In lowa corn farmers don't export much of their corn. They use it all within their state. Their
basis is a plus over the Chicago board of trade. Ours in past years has been around a
dollar under.

Our individual family farms can't afford to get into this business all on their own. What if we
had a law that said no farmer can farm the land unless he owns the land? There wouldn't
be hardly any beginning young farmers in our industry. But they have equity investors in
the form of landlords. When a young farmer wants to get into a dairy or hog operation now
they have to fund it all by themselves.

| understand there has been a poll done. | believe it is a leading poll seeking a desired
result. | believe in that organization, but take that into account when you consider the poll.
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(21:50)

Representative Dwight Kiefert: Think about how we got here. The only commodity that
is regulated in price is the dairy industry. The Milk Board's mission statement is to provide
an adequate supply of milk for North Dakota. They set the price. In the past ten years they
have seen a decline in dairies in the state. Why didn't they raise the price of milk to make it
profitable?

Senator Wanzek: This bill is not the only solution. Other dairies in other states face the
same federal rules and regulations and yet their dairy industry is thriving. One of the
reasons is they have exemptions for investment into dairy. There are other things we can
look at in addition to enhance our livestock industries in North Dakota.

Representative Craig Headland: How does the size of the average farm in lowa compare
to the average size in North Dakota?

Senator Wanzek: Acreage wise the lowa farms are smaller.
Representative Craig Headland: Why are they smaller?

Senator Wanzek: In my opinion, because there is livestock opportunity. They use their
commodities within the state and don't have to ship it out.

Representative Craig Headland: You are suggesting they don't have to be as large
because they can squeeze more profit per acre. The fact that they can get a better price
from operations within the state helps everybody.

Senator Wanzek: This bill is about providing a cooperative effort to complement each
other.

Representative Craig Headland: If | am going to compete with lowa as a corn farmer, |
need an avenue to get rid of that corn. Shipping out on the rail is not the solution. This is
more of a benefit to a family farmer than a hindrance.

Senator Wanzek: Just raising the price 50 cents would add around $160 million to the
corn value for our farmers.

Representative Joshua Boschee: (Referring to Attachment #1, page 19) If we allow for
the exemptions, what would success look like? How many more head would be
successful?

Senator Wanzek: Success would be reversing the trend. | think we could get back to the
late 90s or early 2000s. It is not going to change overnight.

Representative Joshua Boschee: Since 1930 we have seen a dramatic decrease in all
states in dairy. When looking at individual states, from the most recent high point to today
there are three states: lllinois, North Dakota, and Nebraska have seen a decrease. What
is our goal?
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Senator Wanzek: Production agriculture has become that much more efficient. A cow
produces more today than in the 1930s. That is typical in all of agriculture. But with our
trend we won't have a dairy industry if we don't try something.

Representative Jessica Haak: Can you give a breakdown of what percentage of cows in
South Dakota are owned by corporations and what percentage are owned by family farms?

Senator Wanzek: | can get that information to you. Family farmers can still dairy. It takes
economies of scale. The average person cannot afford this.

Representative Jessica Haak: Those numbers would be important. When you are giving
the numbers of the investment, where did you get the numbers?

Senator Wanzek: The Department of Agriculture or NDSU.

Vice Chair Wayne Trottier: The main objective in the dairy industry is to keep our current
processing plants going.

Senator Wanzek: That is the biggest concern. The people impacted have come to me
and asked for this help. In Stutsman County there are only four or five dairies left. If they
don't get enough dairies, it will close a processing plant. Then transportation costs will
increase or the dairy will have to go out of business.

Representative Diane Larson: This bill limits the size to 640 acres. If it were a family-
owned operation, there would not be a limit?

Senator Wanzek: Families would not be restricted. We don't want outside interests
coming in and buying or leasing large segments of land. Most operations want to focus
their efforts into operating the dairy. They don't want to spend time producing feed. The
reason we chose 640 acres is so there can be an allowance for setbacks. Many would not
purchase that much land.

Representative Alan Fehr: The average person is wondering about zoning, smell, waste
products, etc.

Senator Wanzek: We still maintain all local zoning ordinances. We have laws in the
Century Code that deal with confined animal feeding operations and the permitting process.
They have to go through the Health Department, EPA. With the newer technologies the
odor is controlled. Manure is a positive resource. Most farmers would rather use manure
than synthetic fertilizer.

Representative Diane Larson: | got a phone call about a concern that manure would
have seeds for noxious weeds.

Senator Wanzek: That would be poor quality feed with weed seeds. They don't feed the
cows garbage because they won't get top quality production.
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Representative Dwight Kiefert: When losing our processors, it was mentioned they
would have to ship out of state. Federal law prohibits that. Exporting to South Dakota
won't be an option.

Senator Wanzek: | thought there was a cheese plant in Pollock, South Dakota that takes
North Dakota milk.

Chairman Dennis Johnson: | think cheese is a different situation.

(40:40)
Senator Miller: (Attachment #2a & #2b)

Refers to Century Code (Attachment #2b).

Family farmers have to make a conscious decision to sell or lease this land to a
corporation.

Currently we are limited to a third degree of kinship in our family corporation. Second
cousins have to dissolve the corporation. Fathers were partnered with first cousins and
that worked until this point.

Why is the corporate structure advantageous? There are liability protections that you can't
get with a limited liability company or an LLLP. There is the ability to withhold earnings, tax
advantages, etc. Taking on massive amounts of debt opens you up to large amounts of
liability.

In South Dakota they are using the limited partnership method. But they may use a
corporate partner.

We are not going to see massive corporations coming in. They will be small family-owned
corporations. We won't see the massive Walmart-type corporations buying dairies.

If you are not engaged in dairy or swine, you will have to divest the land in three years.

| believe we are doing the right thing for North Dakota agriculture. This will bring more
wealth into rural North Dakota.

(46:30)
Representative Jessica Haak: Do you believe North Dakota farmers and ranchers would
be better served by getting rid of the corporate farming law?

Senator Joe Miller: Yes, if we enhance our current law by providing more of these types of
carve outs, they would be better served if we go down that avenue

Representative Tom Kading: If | had a dairy operation, could | get someone in person to
invest in my dairy without being a corporation?
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Senator Joe Miller: Yes he can invest if he wants to expose himself to that liability. You're
dealing with sewage systems, etc. with a great deal of risk. If there is a problem, the
investor as a person would be exposed to liability and could lose everything he owns.

Representative Diane Larson: If you have a corporation, you can limit your liability but a
person won't. A farmer would lose everything? This corporation would allow only a certain
amount of liability?

Senator Joe Miller: | can't answer all of that. A corporation has to have insurance. There
are people waiting to attack agriculture along with any success.

Representative Alan Fehr: |s there anything currently that would prevent second cousins
from forming joint ventures and continue to operate?

Senator Joe Miller: With a new corporation but they would have to do away with the
current structure that has been built over generations.

(53:00)
Doug Goehring, North Dakota Agriculture Commissioner: (Attachment #3a)

South Dakota does grant exemptions for dairies and feedlots. Starting in 2014 South
Dakota has permitted 22,681 new head and added 7,930 more head to its existing dairies.
That is over 30,000 head in just an 18 month period.

Our processors have been importing milk to keep the facilities open. If we lose many more
operations we may have to close our processing plant in central North Dakota. That would
cause our farmers to transport their milk many miles at a significant cost or quit milking and
sell the cows.

Our livestock numbers are declining. Beef is holding steady. Swine production from 2003
to 2013 has gone down by 10%. Dairy has declined by 55%. North Dakota produces an
abundance of feed stocks. We provide a bio secure environment. We have an opportunity
to use the manure and offset other costs of production for our grain farmers. We have the
ability to support services such as feed mills and veterinarians. We do need more
diversification that will complement what we have--not compete with it.

(56:00)

Representative Dwight Kiefert: The North Dakota Milk Board sets the price the dairy
farmers receive. Why didn't they raise the price so the dairy farmers would have a profitable
atmosphere?

Doug Goehring: | have no control over the Milk Stabilization Board. There are economies
of scale that after a point it seems to be more profitable. In 1960 we had 19.2 million dairy
livestock in the county and we produced 123 billion pounds of milk. Today we have 60%
less cows in the United States and we are producing 202 billion pounds of milkk. We have
become more efficient. The size of the operation has to be large enough so they can
operate efficiently.
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A 1,600 cow dairy operation costs about $7.5 to 9.5 million. When we talk to one of the
managers of the larger operations, he wasn't as concerned about the price of milk as he
was about how his operation is running and the relationships needed for his feed in case
there is a drought. With others providing the feed they can concentrate on just milking
COWS.

Representative Diane Larson: Can you help me understand the difference between the
liability issues of a corporation and an individual farmer?

Doug Goehring: No, | can't. When this conversation started, we were looking at an LLP.
If you have two farms that are incorporated, they can't be part of an LLP. That would be a
corporate farm structure. We need to clarify with exemptions in Century Code. | would be
opposed to going any further than a dairy, a swine, or a feedlot operation.

Representative Alan Fehr: Will economies of scale be enough to turn around the dairy
industry?

Doug Goehring: If we have more dairies and more production, we would be getting the
milk from within our state. The processing facility in Bismarck has a 600 cow/day deficit. If
we lose production, we either need to import more milk or close the plant.

The two largest producing counties in the state are Morton and Emmons County. If we lose
this plant we only have the cheese plant in South Dakota and Cass Clay in Fargo-
Moorhead.

Representative Jessica Haak: Are you offering an amendment for feedlots?

Doug Goehring: No | am not offering an amendment. At the beginning feedlots were in
the discussion along with dairy and swine?

Representative Jessica Haak: Do you believe opening up the corporate farming law could
lead to further opening of the law?

Doug Goehring: If by adding feedlots it would give more weight to the bill?

Representative Jessica Haak: No, it gives weight to the argument that by offering these
two exceptions, this is the first step to repealing the corporation farming law.

Doug Goehring: That is a judgment call. Those three areas would best compliment North
Dakota. | would oppose going any further.

There are three areas here that limit what can be done. This will help them. No one sees
this as competition. We can form some different structure to operate under.

Representative Jessica Haak: Can you give insight as to who you had conversations
with?
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Doug Goehring: The livestock industry has reached out to corn and soybean farmers.
More emphasis was put on the issue during this last year when more dairy farmers have
said they are hurting.

We spend time with South Dakota at livestock shows. They have opportunities and are
getting the business. They can feed dairy heifers.

Representative Craig Headland: How familiar are you with the decision by the 8" circuit in
tossing out the corporate farming laws in Nebraska and South Dakota?

Doug Goehring: | only know a little about it. It wouldn't be fair for me to comment.

Representative Craig Headland: It appears it was thrown out because of the
discriminatory nature to keep out large corporations. That is what we are talking about here.
If challenged here in North Dakota, the same decision would be made by the 8" circuit.

Doug Goehring: | have had conversations with our attorney. There are those in
agriculture that want to have a different structure. In Minnesota they have 250 farmers
involved in a dairy operation. They have 242 farmers involved in a hog operation. So far
the challenges have come from nonprofit organizations that want to own and purchase land
in North Dakota.

Representative Jessica Haak: Do you know what percentage of dairy farmers are
corporate and what percentage are family owned in South Dakota? USDA says 93% of all
farms in the U.S. are family owned and operated. What percent of the 93% are dairies?

Doug Goehring: | am not sure. If they are LLPs, do they have a corporate partner? One
corporate partner would require operating under the corporate structure. In my
conversations with the Secretary of Agriculture in South Dakota about the 30,000 head they
have permitted this year, he did say that 7,930 of those were to existing dairies. The
remaining was new permitted. We could find that information for you.

Handed out testimony from Walt Bones, Former South Dakota Secretary of Agriculture.
(Attachment #3b)

(1:19)
Craig Jarolimek, Pork Producer, Walsh County: (Attachment #4)

(1:25:47)

Vice Chair Wayne Trottier: One of the concerns about dairy is to keep a processing plant
open. Currently there are no pork processing plants in the state. Is there a demand for
processing pork?

Craig Jarolimek: Absolutely. John Morrell in Sioux Falls is always seeking animals. The
Brandon plant owned by Maple Leaf foods is at a deficit of 10,000 hogs a day. They would
like to run double shift. Exchange rates vary and affect the opportunity. More opportunity
may exist in the future. You legislate for the future. We are the only state in the union that
can export live hogs to Canada because we haven't had pseudorabies.




House Agriculture Committee
SB 2351

March 5, 2015

Page 8

Vice Chair Wayne Trottier: One of the negatives | hear, where are the workers going to
come from? How many people are employed at a farrowing barn with 5,000 or 6,000 sows?

Craig Jarolimek: A 5,000 farrowing operation needs about 14 or 15 full time workers and 3
to 4 part time workers. They like to employ youth on weekends or holidays or summer
months. If you build it, they will come. It is the same with the oil industry. More competition
raises wages. They are skilled workers. Being a manager of a 5,000 swine operation is a
skill. Many of them make six figures. They make more than a school superintendent. The
part time workers will be in the $12 to $15 range.

Vice Chair Wayne Trottier: If this bill passes, will this be finishing units or farrowing units
that come to the state?

Craig Jarolimek: | am involved in a farrowing operation. We export isowean pigs to
partners in lowa. An isowean pig is a 21-day-old weaned pig transported to where the corn
and finishing markets are. We have bio security and high health. We have all the feed
grains and land mass to distribute the nutrients and the manure. That would come within a
year of this bill. Then the finishing units would follow. The finishing is more of an
opportunity for individuals that may have a job in town but want to be involved in agriculture.
That is not a full time job.

Vice Chair Wayne Trottier: The other concern is the waste and disposal and setbacks.
Setbacks being how far away you have to be from a home or farm. What are the current
regulations for setbacks?

Craig Jarolimek: The State Health Department would have those numbers. The
permitting and application process is quite thorough. |t takes at least a year and includes
public hearings. You have to also have county approval. | don't know of any violations.
Our State Health Department does a good job of oversight.

Vice Chair Wayne Trottier: One of the larger barns in North Dakota is not only in Cass
County but in the city of Fargo. That is the NDSU hog barn.

Representative Craig Headland: In looking at the numbers, it appears something
happened between 1995 and 2000. We lost about 1/3 of our hog production. The same
thing happened in neighboring states where they implemented the law prohibiting corporate
farming. It looks like they moved to lowa. Can you add anything?

Craig Jarolimek: We have increased production in the swine industry. We have gone from
weaning 8 pigs to 14. Sows now have 2 . litters per year rather than 1 litter. Some
numbers are misleading. Our market weights have also gone up.

The commitment for swine is not as much as for dairy but it is close. We also lost some
market when Cloverdale closed. We used to run a 160 sow farrow-to-finish operation. We
lost network in our area with other producers leaving. We used to load a semi load of hogs
weekly with other producers to go to John Morrell. We can't do that today without the other
producers. You can't control the markets so you have to control the inputs.
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Chairman Dennis Johnson: Would you share about the basis of corn and the value we
can add to corn?

Craig Jarolimek: Senator Wanzek eluded that lowa is a corn deficit state. They import
corn. Corn is mostly all they raise. You also see a lot of hog barns. Their basis is zero.
Some of the best operations are two or three brothers that have a farm and are involved
with another farm and have no debt and are feeding their corn to lowa select hogs. Itis a
guaranteed income. The corn market may fluctuate but that hog operation supports them.

Representative Jessica Haak: Are there provisions in current law that would allow
investments into your operation?

Craig Jarolimek: Yes. | am involved in one, an LLLP. | got involved in 2006. We
attracted some partners in lowa. We were able to build two 5,000 head finishing barns. We
could do that because | knew people. | served as President of the National Pork Producers
Council. We have to submit yearly reports to make sure we are operating under the law.
Oversight is very important to protect our state.

Representative Jessica Haak: If this is a solution for animal operations, why would we not
open this up to all operations?

Craig Jarolimek: That is for you to decide.

(1:41)

Jerry Messer, Farmer: We have a dairy herd and a beef herd. We raise corn, wheat,
barley, canola, soybeans, field peas, and alfalfa. The milk truck comes to my place every
other day to pick up milk. Some of it goes to the fluid industry out in the man camps. When
it doesn't go there, it goes to Pollack, SD to be finished into cheese.

By the year 2020 there will be a need for 35 billion more pounds of milk worldwide. The
Midwest area is one of the areas that can fill the need. We have an abundant feed supply.
We have reasonable land prices.

Of the top twelve priced markets in the United States, we are in the top five. Last year |
averaged $22.50 per hundred weight for my milk. Dairy and beef are the best producers on
our farm. This bill is not a negative but an opportunity to invest in agriculture in this state.
They are not looking to take over a community. They want to be a part of it. They have a
strong faith-based lifestyle which they portray onto their workers.

Refer to charts (Attachment #5)
Fluid milk is trending downward. The number one occasion for milk is breakfast. We need
to capture that milk need for other parts of the day.

Every seventh day of milk production in the U.S. is exported overseas. We have found what
they need.

Greek yogurt takes 3 ounces of milk to make 1 ounce of yogurt and has gone over very well.
Regular yogurt takes 1 ounce of milk to make 1 ounce of yogurt.
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Coca Cola came to us and said they wanted to be part of the dairy industry. Fairlife is the
result of a partnership with Coca Cola. Fairlife will compete against almond, soy, and rice
commodity milk beverages. Fairlife has twice as much protein, twice as much calcium, half
the sugar and lactose free.

We convinced Domino's pizza to put 30% more cheese on their pizza. Since then Domino's
stock has gone from $8 per share to over $100 per share.

We have used other tools and they haven't worked.

(1:50:37)
Representative Jessica Haak: Did you visit with the owner of the dairy in South Dakota
about the number of workers and the average salary?

Jerry Messer: ['ll tell you about mine. We milk 250 cows. We have four workers. My
average salary is $14.50 to 16.50 per hour. No other state is as prosperous as North
Dakota. We should grab some of that royalty money in western North Dakota and invest it
into agriculture. That would keep it in North Dakota.

Representative Jessica Haak: Isn't there a provision in law now to allow people to invest
in your operation.

Jerry Messer: Yes. Opening this corporate farming bill is hard because it is the unknown.
You as a committee can watch this progress.

Representative Dwight Kiefert: You said North Dakota is #5 as far as the top ranked
price. Who is #1 and what is the price?

Jerry Messer: Number 1 is the fluid milk states. In answer to your other question, the Milk
Stabilization Board sets a minimum retail price for milk. If a company from Minnesota wants
to ship milk to North Dakota that minimum price cannot be undercut. Without that, milk
would come in from other states undercutting our price and run us out of business. That
price fluctuates according to supply and demand.

Florida is #1 by about $4 per hundred weight because 100% of their milk goes into fluid.
The higher the utilization in federal orders, the higher the price for milk. The lowest
markets in the nation are Idaho, California, and Colorado.

Representative Dwight Kiefert: Looking at $4 per hundred. Would we be in this
predicament if we had $4 per hundred more in the last ten years?

Jerry Messer: That is hard to say. We have an aging population of farmers. If we can
bring back young people, we need to have opportunity for them. Corporate farming will
help. The main focus is to tell consumers what we are doing and if it is safe for them.

Representative Jessica Haak: You testified that by 2020 we will have a great need for
milk. How do we rank as a country as far as producing fluid milk?
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Jerry Messer: We are number 1 in the world for fluid milk. China and India are two of the
main needs for protein. Chinese consumers don't trust their milk. We are working on five
initiatives. One of them is to provide China with fluid milk. So we are exporting with ESL
(Extended Shelf Life). It is heat treated milk that has 10 to 16 months shelf stability. They
can ship it over warm in containers.

(2:00)
Jeff Enger, Farmer and Livestock Producer, Marion, ND: (Attachment #6)

(2:05)
Kenton Holle, Dairy Farmer South of Mandan: (Attachment #7)

The dairy coalition has been active in trying to save our industry. We have had success but
not enough to stop the decline.

In 2014 we had the highest record prices ever and we still saw a decline in dairy cow
numbers. What are we doing to save the industry? This bill limits to 640 acres. There are
existing facilities in North Dakota that would shadow 640 acres and would look more like a
corporate farm. | would not support corporate farming without restrictions.

Ten years ago we moved our farm from New Salem to south of Mandan. Without the help
of family we would not be in business. We can't predict how this will help. This is another
tool for structure of a business.

Representative Jessica Haak: Where do you take your milk to process?

Kenton Holle: Bismarck, Land O Lakes plant. That is the same plant that my grandfather
shipped to.

Representative Craig Headland: Does that plant run at full capacity?

Kenton Holle: Yes. There is milk coming from outside of the state. It is 600 cows short.
We could double our capacity and fill that plant.

Representative Craig Headland: Wasn't there a Cass Clay processing plant in Mandan
that has closed?

Kenton Holle: It closed in 2005 or 2006.

(2:15)
Havey Hoff, Dairy Farmer: (Attachment #8a)

Also handed out testimony from Alan Qual who could not attend. (Attachment #8b)

(2:19)
Jim Gibbens, Farmer and Businessman, Cando, ND: | own the largest sow barn in the
state.
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Chairman Dennis Johnson: How do you impact the local community?

Jim Gibbens: The 6,000 sow barn has about 44 full time employees. It has over $2
million impact in wages. There are 80 students in the school district in Cando that are
involved in the business that we run. lowa likes to import Canadian isowean pigs because
of the colder climates they have a higher health status. In Cando, ND it is cold and also a
high health area. There is always a need for capital.

Doug Lemieux, Rolette, ND: (Attachment #9)

When | served in the legislature | voted for corporate farming in North Dakota. As a
producer | am at risk all the time. If we could incorporate our farms, we could limit our
liability.

We do not have a dairy farmer left in Rolette County. When Pride Dairy closed in Bottineau
and Cass Clay pulled out, our cost of transportation was too high. Every dairy farmer shut
down their barns. We lost feed sales, etc. We invest billions of dollars outside of North
Dakota. It may be PERS, Workforce Safety and Insurance, or the Legacy Fund. We need
to look at investing in North Dakota.

My handout (Attachment #9) talks about what happened in the 30s and in the teens. The
old Chinese proverb says "you should study where you can from so you know where you
can go." In the early 1900s we allowed corporations and insurance companies to take the
land away from the small farmer. We as a government have the ability to control large
corporations that come in. Right now all pork is processed outside of North Dakota. We
used to have a lot of hog farms in Rolette County. We don't any more.

The true fiscal responsibility that comes with allowing corporate farming is the education of
students that do not speak English.

In 1998 there was a strike in Canada. They shut down their processing of hogs. The
ramifications on pork production in North Dakota, South Dakota, Minnesota, and lowa are
that we wiped out a lot of hog farmers. Had we been corporate hog farmers, we could have
limited our losses because the corporation would have been broke but we wouldn't have
lost all the farmers off the land. When agriculture suffers the local communities suffer.

Representative Jessica Haak: Are you suggesting that opening corporate farming for
dairy and swine, the state will be on the hook for more investments?

Doug Lemieux: | think it would be good if we had corporate farming all across. We could
limit the corporations. We can't remain back in the 1900s.

Representative Jessica Haak: Willthe state have to make further investments?

Doug Lemieux: If we bring in people we will have to invest in bilingual education. The
border patrol has to check for proper documentation.




House Agriculture Committee
SB 2351

March 5, 2015

Page 13

(2:34:34)
Tamra Heins, New Salem, Executive Director of the ND Pork Council:
(Attachment #10a)

(2:38:50)
Representative Jessica Haak: We have heard concerns about finding labor. In your
testimony you are saying they are going elsewhere to get a job. Which one is it?

Tamra Heins: Our enrollees in the programs are going other places to find jobs.
Read testimony from Seth Bacon, President of ND Pork Council: (Attachment #10b)

(2:40:53)
Jennifer Holle, Director of ND Dairy Coalition: Read testimony from several dairy
producers from South Dakota who were unable to attend.

--Marv Post, President of SD Dairy Producers (Attachment #11a)
--Rodney Elliot, Drumgoon Dairy, Lake Norden, SD (Attachment #11b)

(2:48:40)
Representative Jessica Haak: \What is the size of a local community that Marv Post
refers to?

Jennifer Holle: | think he is talking about his community.

Representative Jessica Haak: Did he submit numbers to see how it grew? You have
taxes paid. Do you know what it was before they opened?

Jennifer Holle: | can get those numbers.

Clark Price, Feedlot Operator, Washburn, ND: Would like to add feedlot amendment
(Attachment #12a)

As a sole proprietor, | have to pay 100% of my self-employment tax. Under the corporate
structure that tax stays in the company as working capital.

Every pound of beef produced takes about ten pounds of corn or DDGs (dried distiller's
grain). That one pound of beef today is worth $1.60. If you take that ten pounds and 56
pounds a bushel of corn, it takes about 5.6 times that $1.60 which turns into about $9 corn.
That will alleviate a lot of rail problems. We put that beef on tires and take it to a processor.
We have a processor south of our border in Aberdeen. That plant has the capacity to
process around 425,000 head per year. We produce the best genetics in the country. We
need to supply to that plant.

(2:54)
Refer to graph (Attachment #12b) It is a travesty to have that small of amount of cattle fed
in our state when we all the resources.
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Table comparisons of ownership (Attachment #12c)
Representative Jessica Haak: Do we have anything now that limits risk?

Clark Price: There is in the LLP structure. As was discussed earlier if there is a
corporation that would like to invest in that, we can't under current law.

Representative Jessica Haak: | was talking about risk. We do have a structure that limits
risk.

Clark Price: Yes. Under the LLP structure we can limit risk.
Chairman Dennis Johnson: Did you offer this amendment to the Senate hearing?
Clark Price: Yes.

Also handed out testimony from another feedlot operator, David Spickler, who couldn't
attend. (Attachment # 12d)

Gabe Thompson, Cow/calf producer and Small Grain Farmer: (Attachment #13)

(3:02:38)
We in North Dakota are notorious about not embracing change readily. It has taken us 80
years to have this discussion on some limited exemptions. | don't foresee the flood gates

suddenly opening.

Representative Joshua Boschee: | came in opposed. Hearing the support has brought
me to the middle. There hasn't been one attorney to say this wouldn’t open the flood gates.

Gabe Thompson: This bill requires the production facility be on the 640 acres. | don't
know how many corporations are going to form separate entities to produce on each
section.

Representative Jessica Haak: Commissioner Goehring testified that he met with
livestock and grain producers over several years. Why are you not in the original bill?

Gabe Thompson: Our industry didn't pursue this as aggressively as we should have.

(3:05:20)

Roger Effertz, Effertz Key Ranch, Incorporated, Velva, ND: (Attachment #14)

We are a family corporation. We would like to expand with another family corporations or
several farmers in the area. We can do that under a partnership plan; but | would like this
option.

We have out-of-state corporate ownership of cattle in feedlots today.
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| asked our family attorney what would be the “slippery slope" argument. He said this
would strengthen our position against any challenge of our whole corporate farming law.
His basis was the commerce clause. We are not restricting commerce now on the areas in
this bill.

(3:11)
Vice Chair Wayne Trottier: There is a point of expertise in the livestock industry. There is
also a point of expertise in running a feedlot. Is that true?

Roger Effertz: The last 500 to 700 pounds that you put on an animal are critical as far as
management, nutrition, etc. | need to have a reliable manager on the payroll.

Representative Jessica Haak: You say adding this amendment would be an opportunity
for the livestock industry in North Dakota. Would you want to open this for all farming
operations?

Roger Effertz: There are huge farms in this state. There is already corporate farming in
farming. It is the government that helps people farm. From the livestock sector it is
different. It takes a large amount of assets. Confinement livestock is unique.

Representative Craig Headland: There are other states with laws that are open to
corporate ownership. How many other states have corporations owning all the cattle?

Roger Effertz: | don't see an issue. We feed cattle in Nebraska and South Dakota. The
manager of the plant in Aberdeen owns a corporate formed lot in Kansas. It doesn't affect
the industry.

Representative Craig Headland: Corporations in some states may dominate the feeding
aspect of raising the cattle; it is still the farmer or rancher who is calving, back grounding,
etc.

Roger Effertz: The ball is in the cow/calf court. They are always needed.

Representative Craig Headland: The way this bill is drafted with the 640 acres, there isn't
an opportunity for an outside corporation.

Roger Effertz: | don't see them coming in here.
Chairman Dennis Johnson: The 640 acres was put in this bill for a reason. When you
look at other states south of us with unlimited acreage, are they buying acres or are they

buying cattle?

Roger Effertz: They are focused on the operation. |f they are successful in feeding cattle,
they will reinvest it back in and do more feeding.
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(3:18)
Andrew Holle: Read testimony from Greg Moes, South Dakota Farmer:
(Attachment # 15)

Andrew Holle: | see a lot of dairy farms starting to leave. We had a great year in 2014.
2015 will probably be a little rocky. How many more will leave? What does that mean for
us? We produce 1/5 the milk that goes to the Land O Lakes plant in Bismarck.

When | looked at this bill, it is not corporate farming. It is farm families that are
incorporated. Today | milk 600 cows and we have about a $5 million investment in our
farm. If | want to keep the plant open in town if these farms exit, | need to expand by five
times to keep the supply. $5 million times 5 more partners is $25 million. How do | come
up with that money? Now | am in partnership with my parents. If you become incorporated
you can allow others to buy shares and become part of your business.

We produce fertilizer and manure. | just had four people contact me in the last week
making sure we will put manure on their crops this spring.

(3:22:15)
Lynn Hovde, Farm & Ranch in Williston/Watford City area: My son needs tools to best
operate his business. The capital requirements are huge.

Our grain producers have become dependent on rail to market their commodity. The
difference in price between the Chicago Mercantile Exchange and the local market has
become so wide. If they could sell it to a dairy or feedlot, it would save freight and
enhances the local community.

| would like the bill to include all confinement livestock operations. We should have picked
up the ball and included beef. We have a peak market for beef. Then you don't worry
about things. Someday we will be in the dairy or hog situation.

The opponents to this bill don't have an alternative. This also gives opportunities for our
animal science graduates. Many are seeking employment out of state.

Representative Jessica Haak: Why not open this up to all farming?

Lynn Hovde: Confinement agriculture is so capital intensive. It can't be lumped with grain
farming. It takes expertise and specialization. | am not afraid of competition. If
corporations come, it is because they see a profit.

Dennis Miller, District 15, Past President of the Landowners Association: A number
of us invested in a hog feeding operation in lowa. We would have preferred to invest in
North Dakota. The restrictions that one of our neighbors had in getting their hog feeding
operation told us investing couldn't be done in a timely manner. lowa didn't have problems
and it was easy. The land restriction of 640 acres sometimes is not enough for disposal of
manure. We have so many regulations that cause people to move out of the state. We
have wetland issues in North Dakota that they don't deal with in other states. We have
11,500 Fish and Wildlife easements. We have rules that discriminate between wildlife and
water.
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OPPOSITION:

Mark Watne, ND Farmers Union President: (Attachment #16a)

(3:37)

Refers to charts (Attachment #16b) If you look at dairies in South Dakota, they have
declined faster than North Dakota. The bill passed in 2008 to allow for corporation dairies.
That trend line on the chart didn't even bump up. They substituted corporate dairies for
family dairies. When looking at the 2012 census, of the dairies that came after that passed,
49 of the 51 were family farm dairies. You can have a family corporate dairy in North
Dakota. Why couldn't we even attract one?

The second and third charts show the North Dakota pig crop and gross income from hogs.
We are growing in hogs. When looking at what caused the decline: the price of 12 cents
per pound, the recession, pork oversupply, and the swine flu.

The price in lowa is $3.59 for corn. In Edgeley, ND itis $3.29 which is 30 cents basis. We
had some terrible basis. We should push the railroad for the dollars they cost everybody in
the state.

Family corporations are allowed up to 15 people.
Don't ignore the "slippery slope." It is more than dairy and swine.

In answer to Representative Diane Larson--yes, corporations have less responsibility
because they only have at risk what the shareholders invest.

Representative Diane Larson: Typically in business people don't want competition. In
this situation it is the people that are in the industry, that fear if something else isn't done,
their own operations will be at risk. Why are you opposed to making their industry
stronger?

Mark Watne: It is not all dairy farms that want this. Isn't it good to have a processor to
want more milk? If they have all the milk they need, don't they pay less? Look at the South
Dakota chart. This doesn't save the family dairies currently here now. They are losing the
same number of dairies as we are over the same period of time.

When you want to add value you start with feed. Now we are saying we are going to stop
and allow a corporation to own the system between the retailer and the farmer. We need
the dairy farms as our products and find a market to enter and integrate the dairy farms up
--just like we did with ethanol and pasta. When the prices drop you have the ability to offset
with some ownership elsewhere. Simply adding more production to a market system that is
concentrated and overproduced does not solve the problem.

Representative Craig Headland: You said this bill is about ownership of land. The bill is
specific on how much ownership they would allow. They have to have an operation or
divest that land within three years. If we have to give up a couple of sections of land to
generate some interest in dairy, how is that putting all family farms at risk?
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Mark Watne: This is a very broad bill. The limitation is written wrong and opens the door
wide open.

Representative Craig Headland: This is not about the ownership of land but choosing the
structure of how you want to operate your business. When Farmers Union chose to build
the restaurants in Washington, DC, they chose LLCs. Why is it good in that example to
have a corporate structure and here you are disagreeing with it?

Mark Watne: Yes, we are an LLC. The challenge is when you have a cooperative you
have to track something that is delivered, sold, or bought from the cooperative. We did
make the bylaws to match a cooperative. One member--one vote. We have distribution
back to the investors. Then we insure that farmers would own over 50% of that at all times
and be in charge of the board.

Representative Craig Headland: There were other benefits. Opening the first restaurant
was a risky venture. It created some challenges. One of the benefits of setting up the LLC
is it did shield those investors from a finance agency from coming after the assets of the
people who chose to put that money at risk.

Mark Watne: That wasn't the purpose. The LLC still signed the guarantee and certain
partners had to sign. We couldn't figure out the avenue to track the food to the market.
The goal was to educate the consumers of the United States. We do that with 30,000
people a week. We run it like a cooperative.

Representative Craig Headland: ['ve eaten at your restaurants and we appreciate them.
But we are talking about a specific industry that is on the brink of collapse. If you want to
help, you can help us with the language to get where we want to go instead of just
opposing it.

Mark Watne: Our members set policy. Our restaurants are an avenue to diversify income
and move up the food chain. Simply adding another business model doesn't change the
economics of dairy. We need to spread our risk over a broader base.

Representative Craig Headland: You said it is the economics in the dairy industry as the
reasons why we don't have them. Dairies are viable businesses but the challenge is
generating further investment. We want to give them opportunity to access capital.

Mark Watne: It took us five or six years of good prices in grain before we saw young
people come back to grain farming. If the prices stay economical, family farmers will start
doing dairy again. We have to make it profitable.

Representative Craig Headland: You can't compare grain farming to what it takes to get
into dairy or hogs. If you have a willing landlord, you can start farming. Do they have the
same opportunity if they want to milk cows?

Mark Watne: Rented land can be taken from you at any time. The profitability is way more
important.
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Representative Craig Headland: If | was a young person with a willing landlord, | could
put in a crop for less than $100,000. That is not the same for dairy and swine.

Raymond Martinson, Sargent County Farmer: (Attachment #17) | raised hogs until
1998. When NAFTA (North American Free Trade Agreement) passed in 1994 and allowed
free access along with the strike in Canada, it took the market from us to 12 cents.

| have a list of the top 25 hog producers in this country. The bottom one raises more hogs
than the whole state of North Dakota. Smithfield Foods, owned by a Chinese company,
owns over 800,000 sows. How can anybody compete with that?

We talk about basis on our corn. Ethanol plants help but now it is back to 60 to 90 cents.

We have one dairy left in our county and it is an LLP. Some investors bought it but it is still
in bankruptcy. Producers have sold feed to it but they have not been paid. Their manure is
priced the same as commercial fertilizer. When it was run by a single farmer, we sold feed
and got a check every month and we took manure in the fall. When you take it away from
the local farmer, things change.

Representative Jessica Haak: You are out of the swine industry. Why?

Raymond Martinson: | didn't have the resources to survive at 12 cents per pound? There
was no incentive to continue.

Representative Craig Headland: | don't believe basis is the reason we have to do this. If
you don't believe that we will have a lot of dairies or swine operations locating here, what is
the danger?

Raymond Martinson: | don't think this will save the industry. It has to be individual
initiative. | would like to more work on LLPs or other avenues.

--Recess until after floor session this afternoon--
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Continuing after floor session with opposition
Mark Watne, ND Farmers Union President at the podium:

Representative Cynthia Schreiber Beck: On the chart that you provided with the number
of dairies in South Dakota compared to North Dakota. Do you have the number of cattle?
To me the significant amount would be the head number rather than the number of farms.

Mark Watne: The number of head is up in South Dakota and the production is up. This
didn't fix the decline. A dairy farm in South Dakota is a 388 cow average.

Representative Cynthia Schreiber Beck: | am thinking the number of cattle is the
important element in production, not the number of farms.

Mark Watne: | represent family farms. My job is to maximize the number of farms. We
don't put a size on farms.

Representative Alan Fehr: |If we pass this, | am not convinced it will make a big
difference. From the numbers in South Dakota it doesn't look like there was a flood of
corporations that moved in. What is the worst case scenario if we try this?

Mark Watne: It is hard to predetermine what will happen. Corporations tend to want to
own everything except for the high cost assets like the barns. If they can do better
elsewhere, they pick up the business and move. Things don't last very long. A private
dairy may get pushed out. Shareholders aren't going to do this for free. They want a
return on their investment. Some of that ranges from 10 to 20 percent.
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Vice Chair Wayne Trottier: The term family farm is often misused. We have a family
farm in our area and they farm 50 or 60 quarters. Isn't that true?

Mark Watne: We don't care about size. We just want a family operation that lives in that
community and are responsible for what that farm does.

Representative Cynthia Schreiber Beck: Corporate vs. family. What is the number of
farms with the family corporate structure in North Dakota?

Mark Watne: | don't have that information. The Secretary of State would have that
information.

Kristi Schlosser Carlson, ND Farmers Union General Counsel: (Attachment #1)
The language in the bill is broad and open.

(18:25)
Representative Craig Headland: | think we need legal counsel down here to offer
testimony in regards to this.

Tom Asbridge: (Attachment #2)

(21:00)

What kind of state are we going to have? The rapid decline in the hog and dairy industry
has been going on since 1980. This band aid is foolish. How can investment capital fix
this? The milk futures are just one of the problems. Now we let investors determine the
price of milk. It has nothing to do with the value of fluid milk in your diet. There should be a
correlation between the nutrients in that food and what it is worth. This bill only adds to the
confusion. How will investment cure the price structure?

The number of farms is important. Those farms are what keep the rural communities
going. Is it the intent to reduce the number of farms and concentrate all the people in
Fargo and Bismarck?

Parity is the measure of farm production vs. all the other sectors of the economic world and
what price needs to be paid so they are in balance. The farm won't have to acquire huge
debt to survive. We had three periods in our country where everything was in balance
--1910 to 1914, 1925 to 1929, and 1947 to 1949. Many remember the farms were paid off
and machinery was paid for with cash with no debt. It was the result of the Stegall
Amendment to the War Stabilization Act that obligated the market place to 90% of parity
with 115% cap. This was at no cost to the taxpayer.

For 2014 farm income--net farm income and oppose it to the parity number that should
have been paid for the commodities and wasn't paid, amounts to about $700 billion in the
national economy. NDSU says farm money turns seven times. That means we have a
shortfall of $4.7 trillion in the national economy. That is measured in all the new debt which
is the same number since 1952. Agriculture needs income. Income creates capital. The
absence of income shrinks capital.

b
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What happens when the market collapses? Land needs to be in the hands of individuals
who will stay here.

(35:30)
Representative Craig Headland: What is your expertise?

Tom Asbridge: | was a member of the Commodity Futures Trading Commission. | served
as National Director of American Agriculture Movement in Washington. I've traded
commodities. | was a registered trader with 1% of all the feeder contracts in the nation. |
was in an economic think tank for 35 years and that is all we do is study these issues.

We should have public debate outside this room.

(37:30)

Representative Craig Headland: You said the reason dairy is dead is because of price.
You're telling me that | am in business because the government props me up. | found your
testimony to be condescending.

Tom Asbridge: It wasn't meant to be offensive. It was meant to be humorous. You are
talking about a micro issue. | am talking about macroeconomics. Everyone testifying for
this is talking about expanding their business. If you are in a profitable business, why do
you need investment capital? If you do, there is an abundance of banks and insurance
companies.

Representative Craig Headland: | have been successful in my endeavor. You're making
assumptions that | can get money to build a dairy. You can't. The margin is based on
numbers and the profit per cow wouldn't justify any bank to build a dairy.

Tom Asbridge: On a micro basis if you know what you are doing and you want to expand,
you can if you are profitable.

Representative Craig Headland: In earlier testimony we talked about the amount of milk
needed in the world. The way our structure is today we aren't providing it here. Wouldn't it
be beneficial to produce milk here?

Tom Asbridge: No, it is the wrong premise. Somebody is going to feed the world.
Somebody needs to feed North Dakota. We are short of milk so we are importing.

Vice Chair Wayne Trottier: We have lost our work ethic over the years. Meat production
requires you to be there 24/7. The younger people would be willing to work 40 hours per
week. With a corporation | can see a young person get ahead and buy into that corporation.

Tom Asbridge: It is true, but it misses the mark. That isn't relevant to the issue. If dairy
farms were profitable, the size would be irrelevant. Government has no business being
involved in the size of a farm or ranch. That should be dictated by the profits. You are
transferring risk to somebody else because you are worried it might not make it.
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John Maddock: (Tells story of how farms have increased in size with less farmers and
smaller rural towns and schools closing.) If this bill is passed who knows how the acres will
increase each legislative session.

Shelly Ziesch, Rancher and Dairy Farmer: March 17, 1997 was the last day we milked
cows. We loaded them on a truck. It still bothers me today. It represents failure. The
price of milk was $9/hundred. Corn was $5/bushel. We hung on a long as we could. We
didn't declare bankruptcy. We worked hard to get out from underneath that debt. We did it
in beef cattle.

We felt we got pushed out of the dairy industry. We were a Grade A dairy. Our inspector
told us we weren't big enough. He was told he should crack down on any dairy with fewer
than 150 head because his superiors didn't want that size of dairy out there anymore. We
along with our friends and neighbors were written up for everything you can think of
including dust on the light bulbs, a muddy driveway the end of March, etc.

There is nothing that can replace the care and concern of an owner. Corporate boards as
owners will be located elsewhere.

CRP (Conservation Reserve Program) caused ruin to the community. People moved to
larger cities. | have heard arguments that we will have more vets, dairy services,
nutritionists, etc. Most corporations hire their own. They get the volume discounts with the
cost passed on to the smaller local producers.

Can the 640 acres be on one section or can it be in multiple tracts? What is the minimum
number of animals? | can see a lot of money being funneled into shell corporations and
purchasing land with no business plan and possibly buying the prime land that others need.

The dairy industry wants to become CEOs and manage people rather than animals.

Bessy's Best Dairy got the contract for a restaurant in town. They make yogurt, cheese
and a lot of other products except for cream. The processor in Bismarck told the restaurant
they can't sell them the cream. So the restaurant has to make a separate trip to the store.
We have to keep the competition fair. Corporations don't play fair and it is not a level
playing field when they have bottomless pockets.

Lamb and wool producers aren't getting involved with the corporate band wagon. Their
numbers have decreased. In 2008 they developed a program for a starter flock for young
producers. Applicants are given ten young ewes and the use of a ram. In the second,
third, and fourth year they repay 20% of the original cost of the first ten sheep. That money
goes back into the program for the future. The North Dakota pork producers and dairy
don't have similar ideas.

Senator Wanzek said capital is not there. A milking parlor can start small and not
everything has to be new.
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Offered solutions:

-Have a state-funded price support for farmers with a stipulation for young producers.

-Start a dairy and hog program for the young people like the lamb and wool producers
have. Maybe the beef industry will follow.

-Develop an internship program for college students requiring them to work on a dairy or
hog farm with a scholarship attached. Have a mentor or advisor involved. Some
discourage their kids from farming and ranching.

| understand corn and soybean growers wanting a better price for their product. Many
grain prices are reflective of the rail service.

Most of the farms are 93% family owned. How many are hobby farms with just a few cows,
hogs, etc.? Many are going organic with gardens and selling at farmers markets.

Please vote no because a corporation is not as likely to care for the land like we do.

Don Tripp, Pork Producer: Most of the reasons lowa and North Dakota are different has
nothing to do with the law. It is the climate and growing season. North Dakota gets 9
inches of moisture. lowa gets 33 inches annually. In lowa it is 2 %2 acres per cow/calf unit.
In North Dakota it is 10 acres per cow/calf unit. A large pasture in North Dakota is 500
acres. Inlowaitis 80 acres.

| can't see how this bill is going to add anything to North Dakota agriculture.

(1:18)
Roger Zatocha, Stirum, ND (Attachment #3)

During the tough times of the 70s and 80s the philosophy of the Federal Land Bank was if
you have the equity make the loan. The main office chastised our local bank board for
standing up and saying the payments couldn't be made.

You cannot borrow yourself out of debt. If you are making money you are going to spend it.
Corporations aren't going to do it for nothing. This is not the way to go.

Vice Chair Wayne Trottier: If your banker said you need 35% equity before he will lend
you any money but then will give you 50%. Wouldn't that make it easier? If the investors
come in to start a dairy or swine operation and they come up with 50%, that would be a lot
easier to make a go of it if you don't have the whole debt to repay immediately.

(1:26)

Roger Zatocha: Back in the Russian grain deal, farmers got $12 per bushel for durum.
The banker said to get bigger. When the 80s came along and the prices were down, the
banker said "Why did you listen to me?"

If the money is there, it is not necessary to get a corporation. This law will not stop
corporations from getting more sections. Corporations don't take as good care of the land
as one owner would.
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Representative Craig Headland: \When you mentioned more sections, what would be
wrong with that?

Roger Zatocha: You are competing against you neighbor. Corporations will find a way to
work out the angles.

Representative Craig Headland: If there is profit there, they could. Someone would have
to be willing to sell the land and work for them. | don't think corporations are out there
waiting to gobble up the land. We haven't seen that in other states.

Roger Zatocha: It goes back to economics. If the money is there they will be there.

Representative Craig Headland: If there is no economic benefit, | don't think there is
anything to worry about.

Roger Zatocha: | disagree.
Randy Richards, Steele County Farmer: (Attachment #4)

It has been said it takes millions of dollars to invest. Our LLC which is owned by 14
shareholders has an operating line of credit of $18 million. In the world of finance no one
gives money unless you put skin in the game. It is about being profitable and sustainable.

(1:395)
Representative Craig Headland: If you wanted to invest in dairy today you couldn't do it.

Randy Richards: Yes, | could invest as a person and take the risk of losing what | have
invested.

Representative Craig Headland: The rest of your assets would not be as risk?

Randy Richards: No. It is a Limited Liability Corporation. The only risk | have is what |
have invested in there unless | sign a personal guarantee. Otherwise it is just the dollars |
have put in. My farming operation is not at risk.

Christopher Dodson, Executive Director of the ND Catholic Conference:
(Attachment #5)

(1:42)

Representative Diane Larson: The previous speaker said people can invest in a LLC.
This is already being done. What the bill is proposing isn't even a change in common
practice.

Christopher Dodson: Under the current system there still has to be a relationship of
family to have ownership of the land.
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Vice Chair Wayne Trottier: You said by going to corporations, they won't take care of it.
The experience | have had with large hog farms--they are regulated and have to have a
plan. The manure has to be injected into the soil at a rate that doesn't exceed what is
recommended. | as a small producer can spread the manure any way | want to.

The large hog units' motto is "We care." They do care about their neighbors, facilities,
churches, communities, and are dedicated people.

Christopher Dodson: You are confusing the type of covenantal relationship that must
exist for generations as opposed to mere regulations. How far are we removing the
relationship with the land?

Chairman Dennis Johnson: Are your views the same way with U.S. Fish and Wildlife and
Ducks Unlimited with their ownership across the state?

Christopher Dodson: The principles would be the same. It is always preferred that the
people owning the land are working the land.

David Porsborg, Farmer from Oliver County and retired hog producer: | am
concerned the wording of this bill might put dairy and swine family corporations we have
now within the limit of the 640 acres. The bill says to sort out dairy and swine. Once the
gate is open, how will it be closed?

Shawn Kaylor, Verendrye Electric Cooperative: | am on the Board of Directors. At our
last board meeting we discussed SB 2351. We voted to stand in opposition of this bill.

(1:49:51)
Justin Sherlock, Dazey, ND: (Attachment #6)

If we are going to change our philosophy in how we view agriculture, we should have public
debates. There should be public forums. It should be a political issue during campaigns.
To push this through in a month is not giving it the respect that it deserves.

Vice Chair Wayne Trottier: Do you understand the problem that the dairy and swine
people are asking for help in some way?

Justin Sherlock: | do recognize the need. Where was the discussion before this on a
larger scale? | do feel capital is available. If they have a solid business plan, why do they
need outside investors? | would still have to show corporate investors that my idea is
profitable. Are the loans from the Bank of ND large enough? Maybe they have to offer
additional credit.

Chairman Dennis Johnson: We get the commodity reports each year during session.
This has been going on for several sessions. What we are trying to do is look at dairy and
swine. It wasn't farm groups that asked. It was the producers.
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Justin Sherlock: It seems like this came out of nowhere. | am afraid of opening up the
door to lawsuits. A Federal court could say you cannot favor certain sectors and strike
down our entire corporate farming law. Subsidiary corporations could be formed. There
are too many loopholes the way it is written.

Chairman Dennis Johnson: Have you looked at the South Dakota corporate farming
law?

Justin Sherlock: No.

Chairman Dennis Johnson: The corporate farming law does stay in place expect for the
exemptions.

Representative Cynthia Schreiber Beck: You have restrictions on the back of your
testimony. Item #2 is taken care of. There is a time requirement.

Justin Sherlock: | did not see that. Some legal analysis needs to occur.

Brad Greff, Dairy Farmer 1979-94, Mott-Regent, ND: We quit because of the price. My
concern is that we do have a lot of hunters in our area. Many investors have purchased
land that is no longer farmed. This last year there was 5,000 acres with the majority of it,
4,200 acres, being bought by a man from Oregon. He has no intention of farming it and left
most of it in CRP. One from Missouri, who bought land, is asking $5,000 per acre. If this
does pass, corporations can pay more per acre.

My dairy inspector from the state told me to get out of dairy farming because of the cold. |
don’t think opening this up will bring dairy. We aren't a dairy state. The cows have to be
housed inside. It does cost a lot.

In my area in 1980 there were 19 dairy farmers and now there is 1. They couldn't make a
profit.

But to allow someone from outside and buy the 640 acres--when they leave, do they have
to sell it to someone from North Dakota? | don't feel it is right for outside investors.

Perry Ostmo, Sharon, ND: Several farmers have lost land to bigger farmers. This bill is
going to compound that problem. This simple bill doesn't restrict what is important. The
current law was enacted through the initiated measure process. It protects the current and
future farmers. This opens the gate for out-of-state nonfamily corporate pool of money at a
time when the average North Dakota farmer can hardly afford the purchase of land.

The intention of dairy and swine is only a deception for the abuse of this law

Representative Craig Headland: How is that?

Perry Ostmo: If a corporation were to move in next to me and buy 640 acres. What is the
minimum number of livestock?
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Representative Craig Headland: It has to be either a dairy or swine operation and it has
to be a functioning corporation.

Perry Ostmo: 640 acres is more than is needed.

Chairman Dennis Johnson: That is the maximum number of acres. South Dakota has no
restrictions. Most of them have 80 acres or 160 acres. There is no money in buying land.
They put the money into livestock and buildings.

Perry Ostmo: This is just the start. Next session will be more
Representative Craig Headland: That is speculation.
Jim Teigen, Rugby: (Attachment #7a & b son)

(2:16)

There are 27 states that cannot supply their need for milk. If allowing corporate farming is
the answer, why do we still have 27 states that aren't producing enough milk for their
citizens? Why isn't it just North Dakota?

It was said this morning that corporations limit risk. Limiting risk is the same as walking
away from financial commitment.

Representative Diane Larson: [|'ve heard from several people that we are setting up for a
similar situation as to what happened in the housing collapse by limiting the risk in their
investment. | don't see a correlation. In the housing collapse banks were told by the
federal government to issue loans when they didn't have the proper backing to do that. In
this situation they can't get investors in a corporation unless they have the business plan.

Jim Teigen: The advantage is to allow an investor to walk away from an obligation. They
may have bills they are not paying. It is shirking responsibility

R. Jay Paul, former dairy farmer, Rugby, ND: Read from article in the Farm Forum
written by Stan Wise, Farm Forum Editor. (Attachment #8)

This editor is from South Dakota and we are modeling this law after South Dakota.

Dairies in California are getting forced out because dairy needs more water. Their people
need the water. A dairy cow needs twice as much water as that of a stock cow. The price
they receive for their land in California is way more than they have to pay when coming
here. We can't compete with that. Leave the dairies in South Dakota.

Corporations will buy their feed as cheap as they can.

| sold my calves three weeks ago for the most money in my life. | sold 59 head and came
home with a little over $90,000. | don't want more competition.
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Bob Kuylen, Farmer, South Heart, ND: The banks in the western part of the state are
full. They are insured out. If a project is viable, the money is there. My banker said in
1978 there were 60 dairies on his portfolio. Now there are two and one of them is thinking
about quitting.

The price is what puts out the dairy farmers. Last week | was in Washington, DC for a
USDA outlook meeting. They figure the price of milk will be back down to $14. Your
average investor wants to see a 10 to 25% return on their money. That money is not in
agriculture.

Coming from western North Dakota, there are really bad actors in oil. The same will be in
agriculture. We care about the land because we want to pass it down.

(2:38)

Bob Kuylen, South Heart, ND: The average age of farmers is 58 years old. There are a
lot in the 70-year old range. They have a lot of equity. If they sell, they will get hooked on
taxes. Why can't we have an incentive for retiring farmers/ranchers that could be a mentor
to young people? We could give them a tax break if they sell at a discount rate to a young
farmer. Free market to some does not exist. We do this for doctors, dentists, etc.

If corporate America takes over farming in the United States they will set the price of food.
Neutral:

(2:40)
Clara Jenkins, Secretary of State Office: (Attachment #9)

The section that requires the attorney general to do compliance checks--it is possible that
the only way the attorney general will find out about these organizations is if their neighbors
complain. Then they could ask us for the records. The compliance check will be a lot more
involved.

(2:48)
Representative Craig Headland: Who makes the decision on the land purchase?

Clara Jenkins: The purchase of the land is made before we get the document. Once the
deed is recorded in the county, the recorders are sending the information. We have no

idea what type of data base they maintain to make sure they don't exceed the 640 acre
limitation.

Representative Craig Headland: There was a question earlier whether an LLC could be
set up for a dairy today?

Clara Jenkins: Yes they can.

Representative Craig Headland: With members unrelated?

l 4
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Clara Jenkins: They have the same requirement of kinship.

Representative Craig Headland: You can't have 15 people that are unrelated to form an
LLC.

Clara Jenkins: No.

Vice Chair Wayne Trottier: Those that question if North Dakota is suitable for dairy or
swine--Swine are totally environmentally controlled so the weather doesn't matter. In the
summer time it is not as warm and humid as in southern climates.

Would Kenton Holle address weather conditions for dairies?

(2:51)

Kenton Holle: The future of dairy based on weather-- We work with a nutritionist from
Wisconsin. He is amazed at the ability to produce milk here. Our winters are cold. We
have to design the barns and corrals for that. In the summer we don't have the humidity.
Our milk cows are all inside. The barn is 150 feet by 500 feet. | would never want to milk
cows in Arizona. We can acquire alfalfa hay for a lower price. You have to design the
facilities to handle the environment.

Representative Jessica Haak: Has the bank ever turned you down?

Kenton Holle: Yes. Part of it had to do with a level of equity that was required. Part of it
had to do with the fact that we were the only dairy customer. They didn't have the expertise
to handle our situation. We bought the dairy from a bank. When we wanted to grow they
weren't willing to work with us. We used the Bank of ND. But we needed to find a lead
lender in order to participate with the Bank of ND. That wasn't easy. We have a bank in
North Dakota but we also have a bank from Minnesota that is financing which was found by
my daughter-in-law.

Representative Jessica Haak: When were you turned down?
Kenton Holle: We started in 2012. We did the deal in December of 2013.

Chairman Dennis Johnson: Closed the hearing



2015 HOUSE STANDING COMMITTEE MINUTES

Agriculture Committee
Peace Garden Room, State Capitol

SB 2351
3/6/2015
Job #24453

[J Subcommittee
O Conference Committee

Committee Clerk Signaturéd";Q WO‘U Xuj/i
(uo

Explanation or reason for introduction of bill/resolution:
Relating to the ownership or leasing of farm and ranch land by corporations.

(Committee Work)

Minutes: Attachment #1 & 2

Representative Craig Headland: | have two versions of amendments that do the same
thing. The first version, Amendment #15.0895.01004 (Attachment #1), addresses the
concerns of the attorney general. It spells out the domestic corporation will be limited to
640 acres. They will have to have a dairy farm operational within three years. The dairy
farm is also permitted as a CAFO (concentrated animal feeding operation). It does the
same for swine. It gives the Agriculture Commissioner authority to adopt and enforce rules
and notify the Secretary of State or the Attorney General if there would be a compliance
issue. Then the current corporate laws would govern.

Representative Craig Headland: Moved amendment #15.0895.01004.
Representative Alex Looysen: Seconded the motion.

Representative Jessica Haak: Would the Agriculture Department need to add FTEs to
implement the rule making process?

Representative Craig Headland: We put this together with the help of the Ag. Dept.
There are no additional FTEs needed.

Representative Alan Fehr: I'm trying to sort out if this amendment still has the problems
the original bill had in terms of allowing prohibitions to not apply to corporations.

Under the original bill, the language says prohibitions on ownership and leasing of land do
not apply to corporations owning and operating a dairy or facility for production of swine.
That means they are now opted out of the exclusions. Does this language also opt them
out of the exclusions such as they can buy other land?
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Representative Craig Headland: That is one of the concerns we have addressed. We
are not going to preclude a corporation if they want to partner with another corporation on
another section of land and enter a different structure. They will have that opportunity. But
why would they? 640 acres under Corporation A might have its limitations. If they want to
partner with someone else and expand their operations, this language will allow it. But
Corporation A wouldn't be able to buy another section.

(7:53)

Representative Alan Fehr: Under the original bill if a corporation met the requirements
under subsection a, they are opted out and could buy other land not just 640 acres. Once
they met that requirement now the prohibitions didn't apply to them.

Representative Craig Headland: That is what we were told so we are clarifying.
The Agriculture Commissioner is going to write rules in subsection 4 to clarify.

Representative Alan Fehr: Would you allow adding the word "exclusive" in subsection 1
and 2 of the amendment?

Chairman Dennis Johnson: The attorneys are the ones that put this together and said
the language would be tight.

Representative Jessica Haak: Would that clean up for example if big dairy wants to
invest in a dairy farm and has a different farmer in 20 counties. Could they own land in 20
counties with a different partner under a different corporation title?

Representative Craig Headland: In theory, yes.

Chairman Dennis Johnson: We are the last state to look at legislation like this and it
hasn't happened in other states.

A Roll Call vote was taken: Yes 13 ,No 0 ,Absent 0

Amendment 15.0895.01004 passes.

Representative Craig Headland: | have another version of the same language to add
feedlots. Hand out amendment #15.0895.01003 (Attachment #2).

| don't think our intention is to open the door to full corporate farming. We did have many
people tell us the need for feeding operations to be included in this bill. We owe it to them
to have the discussion. | talked with the bill sponsor and he is going to leave it up to us.

Representative Craig Headland: Moved amendment #15.0895.01003.

Representative Alex Looysen: Seconded the motion.
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Representative Diane Larson: | will resist this amendment. Swine and dairy made a
compelling story in the need for more people involved to stay in business. | didn't feel the
same for feedlots.

Representative Alan Fehr: | will echo that. Our hearing was not on feedlots. That may
be for another legislative session.

Vice Chair Wayne Trottier: We did hear from some feedlot owners and operators
concerning the Aberdeen processing plant. They are counting on North Dakota feedlots. |
appreciate that. We can look at this in another session. Corporations come with money
available to last through some hard times.

The hog plant in Brandon, Manitoba is waiting for North Dakota hogs. We all know the
dairy situation.

Representative Dwight Kiefert: | will vote against the amendment. It is not fair to the
Stockmen's Association to receive an amendment this late in the game without going
through all the channels.

Representative Craig Headland: \We know this as a sensitive issue. | don't think any of
us want it opened up for full corporate farming. Investment to get equity is different than
getting more into debt.

Chairman Dennis Johnson: | understand where the feeders are coming from. I[f this
works, we can look at other options down the road.

A Roll Call vote was taken: Yes _3 ,No__10 , Absent 0

Amendment #15.0895.01003 failed.

Representative Alex Looysen: Moved Do Pass as amended.
Representative Tom Kading: Seconded the motion

Representative Dwight Kiefert: | don't see it as a rescue for the dairy operation. What
dairy needs is a fair price. A corporate dairy can't survive either without making a profit.
The milk price has to be adjusted which is set by the national milk board. | will resist the
bill.

Representative Diane Larson: Some of the same family farms in dairy could have friends
help to invest in their program. More people are needed in order to keep the processors
open. Usually you don't want competition. The people that want to keep their businesses
viable are the ones asking for this.

Representative Craig Headland: | am in support of the bill also. It is not about price
support. It is about allowing for a size of a dairy so the volume can provide a profit and
then allowing for an investment into that.




House Agriculture Committee
SB 2351

March 6, 2015

Page 4

Representative Jessica Haak: \We now have corporate farming for those living in North
Dakota. We want people here to call North Dakota home. Agriculture impacts every part of
our economy. It is important to keep those dollars in the state and to keep people living on
the land. | will strongly resist this bill.

Vice Chair Wayne Trottier: Having higher prices for milk in other parts of the country
probably still results in less net than North Dakota because of the other costs. In other
states the cost of feed, land, and labor are higher. The margin of profit is in the calves and
manure.

Swine producers that had to quit didn't have the equity behind them to continue on.

When going to Farm Service Agency Agriculture Credit, hogs and dairy have a bad
reputation for going broke. Swine producers have become so much more efficient with the
big units. Most of the private small producers get 15 to 18 pigs per sow per year. The barn
at Larimore right now is turning out 27 to 28 pigs per sow per year. They can operate for a
lot less. That is due to management, genetics, nutrition, etc.

Representative Tom Kading: There are a lot of misconceptions about corporations. All
are not bad. They are a tool that farmers can use. You can raise funds, get legal
protection, etc. | will support this.

Representative Dwight Kiefert: We heard producers quit because of the price. No
matter who has the dairy they have to make a profit.

A Roll Call vote was taken: Yes 8 ,No 5 , Absent 0

Do Pass as amended carries.

Chairman Dennis Johnson will carry the bill.




2015 HOUSE STANDING COMMITTEE MINUTES

Agriculture Committee
Peace Garden Room, State Capitol

SB 2351
3/13/2015
Job #24837

[J Subcommittee
[J Conference Committee

. 1 / v 3 /
Committee Clerk Signature \\ﬂ;\_ 7‘243_/ %@M&/

Explanation or reason for introduction of bill/resolution:

Relating to the ownership or leasing of farm and ranch land by corporations
(Committee Work)

Minutes: Attachments #1 & 2

Chairman Dennis Johnson: We thought we had this bill ready for the full house to vote.
With the word "concentrated" or defining what we meant by the size of the dairy or swine
operation, it would be perceived as eliminating smaller operations like an AFO or animal
feeding operation.

Karl Rockeman, Director of Water Quality, ND Department of Health at the podium.

Chairman Dennis Johnson: When we amended this bill, we put into language a 50-head
dairy and 500-head swine operation. That would eliminate an AFO.

Referring to amendment #15.0895.01005 (Attachment #1)

The language on letter ¢ as we rewrote it on both sections, we added in "an animal feeding
operation" before "or as a concentrated animal feeding operation." This would address
either one.

Karl Rockeman, ND Depart. of Health: | have prepared a diagram to help explain that.
(Attachment #2) An animal feeding operation is a broader term. A concentrated animal
feeding operation is a subset of the overall animal feeding operations. The concentrated
animal operations have to meet some additional criteria. The larger facilities, such as 700
head of dairy cattle or more, are considered concentrated simply by size. The small and
medium size operations, they are designated as concentrated because of some
environmental impact to our water quality. That is not desirable. The Department of Health
does not have any permitted small or medium concentrated animal feeding operations. We
have permitted animal feeding operations within the state.

Chairman Dennis Johnson: You do have oversight if need be?
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Karl Rockeman: Correct. Our oversight for our permitted operations covers animal
feeding operations not solely the concentrated ones. We do permit those. As part of the
permit they are required to have a system to manage their manure and the runoff to use
appropriately to grow crops.

Chairman Dennis Johnson: The way our bill is written with a 50-head minimum on the
dairy, would you still be required to oversee that project if there were 25 head for example?

Karl Rockeman: For smaller than 50 head, we may be involved. Typically those size
operations are not required to have a permit, but they are eligible.

Representative Craig Headland: Moved to reconsider the committee's actions and bring
this bill back to committee.

Representative Alex Looysen: Seconded the motion.

Voice vote taken. Motion passed.

Representative Craig Headland: Moved the Amendment
Representative Alex Looysen: Seconded the motion

A Roll Call vote was taken: Yes 8 ,No 4 , Absent 1

Amendment 15.0895.01005 passes.

Representative Alex Looysen: Moved Do Pass as amended.
Representative Craig Headland: Seconded the motion

Representative Jessica Haak: This says they have to have a permit to be an AFO or
CAFO. If they don't, would they still be allowed to incorporate?

Chairman Dennis Johnson: They are allowed to incorporate by going through the Ag.
Dept. The AFO or CAFO designation just determines what the operation is considered to
be in.

A Roll Call vote was taken: Yes 8 ,No 4 , Absent 1

Do Pass as amended carries.

Chairman Dennis Johnson will carry the bill.




15.0895.01004
Title.02000

Prepared by the Legislative Council staff for
Representative Headland
March 6, 2015

PROPOSED AMENDMENTS TO SENATE BILL NO. 2351

Page 1, replace lines 7 through 16 with:
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This chapter does not apply to the ownership or leasing of land used for
the operation of a dairy farm by a domestic corporation or a limited liability
company and does not prohibit the operation of a dairy farm by a domestic
corporation or a limited liability company, provided:

a. The land owned or leased for the authorized purpose does not exceed
six hundred forty acres [258.99 hectares];

b. The dairy farm is operational within three years from the date the land
is acquired; and

c. The dairy farm is permitted as a concentrated animal feeding
operation by the state department of health and consists of at least

fifty cows.

This chapter does not apply to the ownership or leasing of land used for
the operation of a swine production facility by a domestic corporation or a
limited liability company and does not prohibit the operation of a swine
production facility by a domestic corporation or a limited liability company,

provided:

a. The land owned or leased for the authorized purpose does not exceed

six hundred forty acres [258.99 hectares];

b. The swine production facility is operational within three years from the
date the land is acquired; and

c. The swine production facility is permitted as a concentrated animal
feeding operation by the state department of health and consists of at
least five hundred swine.

The agriculture commissioner shall by rule develop reporting and
monitoring requirements to ensure compliance with this section.

a. If the agriculture commissioner determines that a domestic
corporation or a limited liability company is not operating within the
exceptions provided by this section, the commissioner shall notify the
secretary of state and the attorney general.

b. A domestic corporation or a limited liability company that is not
operating within the exceptions provided by this section is subject to
the enforcement provisions of this chapter."

Renumber accordingly

Page No. 1 15.0895.01004
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‘ PROPOSED AMENDMENTS TO SENATE BILL NO. 2351
Page 1, replace lines 7 through 16 with:

"1. This chapter does not apply to the ownership or leasing of land used for
the operation of a dairy farm by a domestic corporation or a limited liability
company and does not prohibit the operation of a dairy farm by a domestic
corporation or a limited liability company provided:

a. Theland owned or leased for the authorized purpose does not exceed
six hundred forty acres [258.99 hectares];

b. The dairy farm is operational within three years from the date the land
is acquired; and

c. The dairy farm is permitted as a concentrated animal feeding
operation by the state department of health and consists of at least

fifty cows.

This chapter does not apply to the ownership or leasing of land used for
the operation of a swine production facility by a domestic corporation or a
limited liability company and does not prohibit the operation of a swine
production facility by a domestic corporation or a limited liability company

provided:

L

. a. Theland owned or leased for the authorized purpose does not exceed
six hundred forty acres [258.99 hectares];

b. The swine production facility is operational within three years from the
date the land is acquired; and

c. The swine production facility is permitted as a concentrated animal
feeding operation by the state department of health and consists of at
least five hundred swine.

This chapter does not apply to the ownership or leasing of land used for
the operation of a cattle feedlot by a domestic corporation or a limited
liability company and does not prohibit the operation of a cattle feedlot by a
domestic corporation or a limited liability company provided:

|

a. The land owned or leased for the authorized purpose does not exceed
six hundred forty acres [258.99 hectares];

b. The cattle feedlot is operational within three years from the date the
land is acquired; and

c. The cattle feedlot is permitted as a concentrated animal feeding
operation by the state department of health and consists of at least
two hundred fifty cattle.

The agriculture commissioner by rule shall develop reporting and
. monitoring requirements to ensure compliance with this section.

|

Page No. 1 15.0895.01003
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Renumber accordingly

If the agriculture commissioner determines that a domestic

corporation or a limited liability company is not operating within the

exceptions provided by this section, the commissioner shall notify the

secretary of state and the attorney general.

A domestic corporation or a limited liability company that is not
operating within the exceptions provided by this section is subject to
the enforcement provisions of this chapter."

Page No. 2 15.0895.01003
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PROPOSED AMENDMENTS TO SENATE BILL NO. 2351

In lieu of the amendments adopted by the House as printed on page 954 of the House Journal,
Senate Bill No. 2351 is amended as follows:

Page 1, replace lines 7 through 16 with:

"1. This chapter does not apply to the ownership or leasing of land used for
the operation of a dairy farm by a domestic corporation or a limited liability
company and does not prohibit the operation of a dairy farm by a domestic
corporation or a limited liability company, provided:

a. The land owned or leased for the authorized purpose does not exceed
six hundred forty acres [258.99 hectares];

b. The dairy farm is operational within three years from the date the land
is acquired; and

c. The dairy farm is permitted as an animal feeding operation or as a
concentrated animal feeding operation by the state department of
health and consists of at least fifty cows.

This chapter does not apply to the ownership or leasing of land used for
the operation of a swine production facility by a domestic corporation or a
limited liability company and does not prohibit the operation of a swine
production facility by a domestic corporation or a limited liability company,

provided:

a. The land owned or leased for the authorized purpose does not exceed
six hundred forty acres [258.99 hectares];

[~

b. The swine production facility is operational within three years from the
date the land is acquired; and

c. The swine production facility is permitted as an animal feeding
operation or as a concentrated animal feeding operation by the state
department of health and consists of at least five hundred swine.

The agriculture commissioner shall by rule develop reporting and
monitoring requirements to ensure compliance with this section.

o

a. If the agriculture commissioner determines that a domestic
corporation or a limited liability company is not operating within the
exceptions provided by this section, the commissioner shall notify the
secretary of state and the attorney general.

|~

A domestic corporation or a limited liability company that is not
operating within the exceptions provided by this section is subject to
the enforcement provisions of this chapter."

i

Renumber accordingly

Page No. 1 15.0895.01005
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Com Standing Committee Report Module ID: h_stcomrep_42_001

March 9, 2015 8:32am Carrier: D. Johnson
Insert LC: 15.0895.01004 Title: 02000

REPORT OF STANDING COMMITTEE
SB 2351: Agriculture Committee (Rep.D.Johnson, Chairman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS
(8 YEAS, 5 NAYS, 0 ABSENT AND NOT VOTING). SB 2351 was placed on the
Sixth order on the calendar.

Page 1, replace lines 7 through 16 with:

"1. This chapter does not apply to the ownership or leasing of land used for
the operation of a dairy farm by a domestic corporation or a limited
liability company and does not prohibit the operation of a dairy farm by a
domestic corporation or a limited liability company, provided:

a. The land owned or leased for the authorized purpose does not
exceed six hundred forty acres [258.99 hectares]:

b. The dairy farm is operational within three years from the date the
land is acquired; and

c. The dairy farm is permitted as a concentrated animal feeding
operation by the state department of health and consists of at least

fifty cows.

This chapter does not apply to the ownership or leasing of land used for
the operation of a swine production facility by a domestic corporation or a
limited liability company and does not prohibit the operation of a swine
production facility by a domestic corporation or a limited liability company,

provided:

a. The land owned or leased for the authorized purpose does not
exceed six hundred forty acres [258.99 hectares];

‘ b. The swine production facility is operational within three years from
the date the land is acquired; and

[~

c. The swine production facility is permitted as a concentrated animal
feeding operation by the state department of health and consists of
at least five hundred swine.

3. The agriculture commissioner shall by rule develop reporting and
monitoring requirements to ensure compliance with this section.
4. a. Ifthe agriculture commissioner determines that a domestic

corporation or a limited liability company is not operating within the
exceptions provided by this section, the commissioner shall notify
the secretary of state and the attorney general.

A domestic corporation or a limited liability company that is not
operating within the exceptions provided by this section is subject to
the enforcement provisions of this chapter."

i3

Renumber accordingly

(1) DESK (3) COMMITTEE Page 1 h_stcomrep_42_001




Com Standing Committee Report Module ID: h_stcomrep_46_015

March 13, 2015 3:50pm Carrier: D. Johnson
Insert LC: 15.0895.01005 Title: 03000

REPORT OF STANDING COMMITTEE
SB 2351: Agriculture Committee (Rep. D. Johnson, Chairman) recommends

AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS
(8 YEAS, 4 NAYS, 1 ABSENT AND NOT VOTING). SB 2351 was placed on the

Sixth order on the calendar.

In lieu of the amendments adopted by the House as printed on page 954 of the House
Journal, Senate Bill No. 2351 is amended as follows:

Page 1, replace lines 7 through 16 with:

"1. This chapter does not apply to the ownership or leasing of land used for
the operation of a dairy farm by a domestic corporation or a limited
liability company and does not prohibit the operation of a dairy farm by a
domestic corporation or a limited liability company, provided:

a. The land owned or leased for the authorized purpose does not
exceed six hundred forty acres [258.99 hectares];

b. The dairy farm is operational within three years from the date the
land is acquired; and

c. The dairy farm is permitted as an animal feeding operation or as a
concentrated animal feeding operation by the state department of
health and consists of at least fifty cows.

This chapter does not apply to the ownership or leasing of land used for
the operation of a swine production facility by a domestic corporation or a
limited liability company and does not prohibit the operation of a swine
production facility by a domestic corporation or a limited liability company,

provided:

. a. The land owned or leased for the authorized purpose does not
exceed six hundred forty acres [258.99 hectares];

[

b. The swine production facility is operational within three years from
the date the land is acquired; and

c. The swine production facility is permitted as an animal feeding
operation or as a concentrated animal feeding operation by the state
department of health and consists of at least five hundred swine.

The agriculture commissioner shall by rule develop reporting and
monitoring requirements to ensure compliance with this section.

|

a. If the agriculture commissioner determines that a domestic
corporation or a limited liability company is not operating within the
exceptions provided by this section, the commissioner shall notify
the secretary of state and the attorney general.

[

A domestic corporation or a limited liability company that is not
operating within the exceptions provided by this section is subject to
the enforcement provisions of this chapter."

e

Renumber accordingly

(1) DESK (3) COMMITTEE Page 1 h_stcomrep_46_015



2015 TESTIMONY

SB 2351




#la
/345

/3. ’
Testimony on SB 2351

Senator Terry Wanzek

Senate Agriculture Committee

Good morning Chairman Miller and Senate Agriculture Committee members.
My name is Terry Wanzek, State Senator from district 29.

In my many years in the legislature, there always is an issue, now-and-then, that
is very difficult to address and/or discuss. Many times these issues bring out
strong emotions, passion, and conviction, one way or another. While they are
difficult to deal with and it would be easier to ignore them and just leave them
alone, that would be just-plain-irresponsible and a dereliction of our duty as a
state legislator. We are charged with addressing problems facing our state and
seeking solutions. We are expected to deal with the tough issues, not just the
easy ones!

This is one of those bills. Will it be the answer? | believe it could be. Only time
will tell. But we cannot afford to ignore and do nothing about this issue. If it
should not work, as | see it, we would be no worse off for trying. We have tried
many other approaches to deal with this problem over the years, and they
obviously are not working. This bills proposal has been implemented in other
surrounding states and seems to be working. This bill would be very similar to
the current law in SD. It patterns the SD law.

This bill is an attempt to help the dying Dairy industry and our declining Swine
Industry in this state by opening the door, just a little bit, to allow capital
investment into these two specific agriculture enterprises. This is accomplished
in SB 2351 by exempting Dairy and Swine operations from our anti-corporate
farming law. However, the bill would restrict these types of agriculture
operations to a total of 640 acres of farmland, owned or leased. SD law is
unlimited in acres owned or leased.

There are 9 states with anti-corporate farming laws. Three of them, Nebraska,
South Dakota and lowa's laws were ruled unconstitutional recently under the
dormant commerce clause. Kansas totally repealed its anti-corporate farming
law in 2012. Almost all of them allow livestock exemptions of one kind or

‘ another, except for our law (ND).



These farming industries, dairy and swine, have been on a steady decline over
the past years, especially the dairy industry. ND Dairy production fell by 41.5%
from 2002 to 2013, from 585 million Ibs.(2002) to 320 million Ibs.(2014). ND
Dairy cow numt ers went down 60% from 40,000 (2002) to 16000 (2014). Dairy
production in 1990 was 1.1 billion Ibs. and 85000 milk cows. If you look back to
the 30's to 40's we had over 500,000 dairy cows in ND and over 2 billion Ibs. of
milk. At one time ND led the nation in the production of cream! Today we are
down to 91 dairy farms with a number of those likely to quit within the year. In
2002 we had over 350 dairy farms. We already have ND dairy processors
importing milk. These processing plants will be in jeopardy of closing if there is
no milk production in ND. | hope we are not too late!

In comparison, SD has increased, over the past 13 years, from 86,000 dairy cows
in 2002 to 97,000 cows in 2014. 7000 head were just added in last 6 years since
SD passed their corporate farming exemption for dairy. Another: ead are
already permitted to enter into SD in 2015. SD Dairy production went from
1.29 billion Ibs. of milk in 2002 to 2.02 billion Ibs. of milk in 2013, an increase of
730 million. SD's annual production increase alone is more than double what ND
produces currently in total annual milk production. All this information is from
NASS (National Ag Statistical Service of the USDA).

| believe our farm producers need access to the same business tools that other
state's farmers have to be competitive. | believe this measure can make a
difference. Not many family farmers want to take on the risk and labor
commitment alone anymore, nor do they have the personal capital it requires,
to develop such an enterprise like a current dairy farm. | believe capital
generation is a barrier to development. We need more opportunity to access
equity capital, not just capital debt. Today a 1600 head dairy farm demands
anywhere from 7 to 10 million dollars in investment to construct. A hog facility
is between $16-18 million.

Some say this will bring "out of state" investment into our state. Is that bad
thing? That could happen, but | also see this as an opportunity for our state's
farmers and other community citizens to build from within, to expand on an
existing dairy for instance. Case in point, this could be my cousin, who happens
to be one of the remaining 91 dairy farms. He is adding robots to milk cows and
may be interested in expanding his herd but can’t swing it alone. He has
mentioned he may be interested in seeking equity partners. He does not need
more debt; he needs someone willing to take on some of the risk with him.




If we do nothing to enhance our milk production in ND, we will lose our dairy

industry and our processors. Our fellow ND citizens will continue to consume
‘ dairy products like milk; cheese, ice cream, yogurt, butter etc. and they will be
shipped in from SD or MN or another state at a higher cost and ironically, most
likely produced on a corporate dairy farm! One way or another, ND citizens will
be supporting corporate dairies. | prefer to support dairies vested within our
own state.

Mr. Chairman and Senate Ag committee members, | would like to share with
you that | am a fourth generation family farmer. My Great Grandparents, both
maternal and paternal, were some of the first farmers to cultivate land in
Stutsman County in the 1880's. We have a 5t generation of Wanzeks' currently
starting their careers and preparing to take over our family farm, and hopefully
the 6" generation, our grandchildren, will have that opportunity too.

Our ancestors followed a Catholic priest to ND and started a mission church and
have been instrumental in building our Catholic Church, our community and our
farm in its current location. So, | get it when it comes to supporting and
protecting our family farms and community way of life. But farming still comes
down to the fact that it is a business. It is a business that has to be financially
‘ successful to stay within our family.

As much as some of us would like things to be the way they were in the good
old days, a family farm on every section raising crops and a few milk cows, a few
beef cattle, a few hogs, a few sheep and chickens, it is not reality today! Our
farms have changed but | contend they are still mostly operated by families.
USDA says 93% of all our farms in the US today are family owned and operated.

I, as a family farmer in ND, personally do not feel my/our way of life will be
threatened by this measure. This can help and will assist our family farmers by
presenting more opportunities. It will diversify our ag economy. It will provide
balance between grain and animal production. These kind of operations will
need to contract with our local farmers to grow feed for the cows and receive
the manure, a very high quality organic fertilizer. It would also benefit the corn,
soybean, feed, implement, etc.industries by providing additional demand for
feed, equipment, supplies, electricity, etc. | could go on and on. Just a small
increase in demand for corn or feedstock could create at least $ millions
increase in agricultural income. These are value added agriculture operations.

—]/}w;a a_ M”%/\FWMM g uO




The ND Century Code will continue to protect and remain consistent with
keeping the land in the hands of family farmers. That is where the true power
lies, allowing our family farmers to remain in control of the land through
ownership or leasing. As our state coat of arms motto reads "Strength from the
Soil", our family farmers gain their strength from the soil! We are keeping the
soil in control of family farmers.

There will be some here today who will tell you that this won't work. If that is
true, what is their worry? We will be no worse off than we currently are. |
would also encourage those who will oppose this effort, and | respectfully
recognize that is their right, to offer their solution to this problem. To sum up
my position on this issue, "doing nothing is not an option"! Thank you and | will
try to answer any questions.




— North Dakota Dairy Industry: By the Numbers

. 1/15/2015
Two largest dairy producing counties in North Dakota: Emmons and Morton

*Dairy Production:
North Dakota dairy production fell from 585 million Ibs. (2002) to a low of 342 million lbs.

(2013)
o 41.5% decrease

o Still falling
o Since 2007, lost 102 million pounds of production

o  23.0% decrease
South Dakota dairy production steadily increased from 1.4 million Ibs. (2002) to 2.0 million

lbs. (2012)
o 53.8% increase
o Since 2007, added 3.3 billion pounds of milk production

e 22% increase

*Dairy Headcount:
North Dakota: Down from 40,000 (2002) to 16,000 (2014)

o 60.0% decrease 0.
e South Dakota: iwh-\from 965666 (2002) to 97,000 (2014)
o) ,?05’ 8%fincrease Floo©

o Increased 7,000 head just six years after passing corporate farming reform
e From 90,000 in 2008 to 97,000 in 2014
o 25,000 head already permitted to enter the state in 2015

Costs to construct a dairy facility:
Minimum herd size recommendation: 1600 head

Cost: $,4800-$5,900/cow; $7.68 - $9.44 million total

Smaller dairy operations:
e Can utilize robotic milkers effectively

|

|
e Robotic milkers cost approximately $250,000
e One robot milks 55-60 cows/day

Processors:
Currently there are two large-scale, fluid milk processors in the state:

o Dean’s Foods, Bismarck

o Kemps/Cass-Clay, Fargo
e Dry, specialty cheese plant in Polluck, SD heavily supplied by North Dakota milk

e As milk production in North Dakota continues to fall, the likelihood of losing a dairy processor

greatly increases.

*Further information available on pg. 2 graphs




North Dakota Swine Industry: By the Numbers
1/15/2015

Two largest swine producing counties in North Dakota: Grand Forks and Towner

*Swine Production (thousand pounds):

e North Dakota swine production fell from 6.7 million Ibs. (2003) to a 5.2 million Ibs.
(2013)

o 22.4% decrease
o Still falling

e South Dakota swine production steadily increased from 604.4 million lbs. (2003) to
702.3 million Ibs. (2013)

o 16.2% increase

*Swine Headcount:

e North Dakota: Down from 150,000 (2003) to 135,000 (2013)
o 10% decrease

¢ South Dakota: Down from 1.3 million (2003) to 1.2 million (2013)
o 7.7% decrease

o Proposing bill to add swine exemption this year

Costs to construct a swine facility:

* 5,400 head farrowing unit start-up cost: $16 million
o Structure: $12 million
o Animals, feed, labor: $4 million

e Annual Operating Expenses: $5-6 million

Feedstuffs used in 5,400 head farrowing operation (annually)

e Corn: 150,000 bushels

e Soybean Meal: 750 tons

e DDGs: 2,500 tons

e Minerals, Vitamins & Minor Grains: 250 tons

*Further information available on pg. 2 graphs
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State Non-Corporate Farming Laws
1/26/2015

—’qht states have laws that prohibit or limit corporate farming—Kansas completely repealed their law in 2012.

=
. |

South Dakota, including exemptions for:
o Certain breeding stock, products and facilities
Certain greenhouse operations
Facilities for feeding poultry or producing meat or eggs
Dairy on agricultural lands
Banks and trust companies—Purchase of agricultural land through pooled investment fund
Land owned by a corporations as of July 1, 1974
Encumbrance taken for security exempt
Gifts to nonprofit corporations exempt
Farms, for scientific, medical, research, or experimental purposes exempt if sale of products incidental
Raising breeding stock for resale exempt—nurseries and seed farms
Livestock feeding
Family farm and authorized corporations
* Family farm—majority of stock held by family members
North Dakota
o No exemptions

O 0O 0O OO O0OO0OO0OO0OO0o0OOo

Oklahoma, including exemptions for:
o Exemptions limited to domestic corporations
o Engages in research and or/feeding arrangements concerned with the feeding of livestock or poultry, but
only to the extent of such research and/or feeding arrangements or such livestock or poultry operations
o Engages in operations concerned with the production and raising of livestock or poultry for sale or use as
breeding stock
o Swine operations, including only directly related operations, such as facilities for the production of
breeding stock, feed mills, processing facilities, and providing supervisory, technical and other assistance
to any other persons performing such services on behalf of the corporation
o Engages in poultry operations, including only directly related operations, such as operating hatcheries,
facilities for the production of breeding stock, feed mills, processing facilities, and providing supervisory,
technical and other assistance to any other persons performing such services on behalf of the corporation
to the extent of such operations in this state by the corporation on the effective date of this act
o Engages in forestry
o Non-profits
o Presently engages in fluid milk processing
Iowa, including exemptions for:
o Authorized farm corporation
= Stockholders do not exceed 25, are all natural persons or acting in a fiduciary capacity for the
benefit of natural persons or nonprofit corporations
o Land owned by nonprofit corporations
o Land owned by municipal corporations
o Agricultural land held for research or experimental purposes
Minnesota, including exemptions for:
o Authorized farm corporations
* No more than five shareholders, who are natural persons and obtain specific amounts of their
receipts from agriculture, actively engaged
o Authorized livestock farm corporation
= Engaged in production of livestock other than dairy
=  All shareholders are natural persons, family farm trusts, or family
= Revenue does not exceed 20% of gross receipts
= Does not own more than 1500 acres of agricultural land




©)

Religious farms

e Wisconsin, including exemptions for:

(6]
- o

Owned by a corporation on June 5, 1974
Acquired to meet pollution control requirements
Engaged primarily in research, breeding operations or the production of any crop primarily for seed

o
‘ e Nebraska, including exemptions for:

)

O 0O O 0O O O O

@)

Family Farm corporations

Non-profit corporations

Indian tribal corporations

Held by a corporation to meet the requirements of pollution control regulations
Raising poultry

Alfalfa production

Growing seed, nursery plants, or sod

Mineral rights on agricultural land

Custom spraying, fertilizing, or harvesting

e Missouri, including exemptions for:

)

e Kansas

Authorized farm corporation: all shareholders are natural persons and it must receive two-thirds or more
of its total net income from farming
= Family farm corporation includes corporations created for the purpose of farming,
= At least one-half of the voting stock is held by and at least one-half of the stockholders are
members of a family related to each other within the third degree of consanguinity,
= At least one stockholder must be actively operating a farm

o Completely repealed in 2012.

The United States Court of Appeals for the Eighth Circuit has struck down the Nebraska, South Dakota and Iowa laws
1 on the dormant commerce clause.

P 10




21122015 Drop in dairy discouraging

’rop in dairy discouraging

H

JANUARY 18,2015 7:15 AM + BY JESSICA HOLDMAN

A drop in the number of North Dakota dairy farms --
from 350 in 2000 to 91 today -- has led to scrutiny of
a state law that allows only family members to form
farming corporations.

While the rule protects family-owned enterprises from
corporate entities, farm numbers have dropped so
low that the viability of milk-processing facilities in the
state has become endangered, according to Doug
Goehring, the state's commissioner of agriculture.

Some producers say they would like to follow South Dakota's lead to allow corporate farming in an
effort to lure more dairy operators into the state.

“Our dairy industry is hurting terribly,” Goehring said.

A- -~ result, Goehring proposed to allow exceptions to North Dakota’s non-corporate farming law
siries, swine operations and feedlots to a full room of legislators during the first week of the
slative session.

“If the legislature wants to take this up and the ag community wants to push it, then | would think it
probably would happen (this session),” said Goehring, adding producers need to own the issue in
order to facilitate the change.

In 2000, there were about 49,000 dairy cows. Now, there are about 16,000 dairy cattle, according
to Goehring. For swine operations, the headcount has decreased from 18,500 pigs in 2000 to
13,900. Beef cattle numbers have remained more stable, and a new slaughter plant scheduled to
come online in Aberdeen, S.D., next year has more ranchers interested in starting feedlots.

“Dairy has probably been the one that has been the most hurt and in more dire need. We just
continue to see declines," said Goehring, adding that out-of-state producers see benefits to
moving their operations to North Dakota, but they would need to corporate to make it financially
feasible.

Jerry Messer, who raises dairy cattle on Beaver Creek Ranch in Richardton, said, when South
Dakota tweaked its laws to allow multiple dairy investors instead of just one family, the state
became successful at recruiting dairies.

itive ramifications
rant dairy industry also benefits corn growers by allowing them to diversify and make more
ney, according to Messer.

“In North Dakota, corn goes to two places: It either goes to the ethanol plants or on a train to
http://bismarcktribune.com/news/agnews/drop-in-dairy-discouraging/article_02ab0a8b-25c3-53b4-8aab-a2f0d3d326b4.html?print=true&cid=print 12




21212015 Drop in dairy discouraging J) ,2
another market,” said Goehring, adding that grain farmers want another option for their grain. “Fo
every 3,300 bushels of feed that is consumed by a cow or pig, that means one less rail car going

out of the state.”

B—-<

vworting milk
Q: milk processing facility in central North Dakota has been operating at a 600-cow-a-day
ficit, forcing it to import milk into the state.

“When operations have to start doing that, plants start closing doors,” Goehring said. “We don't
have enough cows in central North Dakota anymore.”

Goehring gave the example of a 25-partner outfit along the border. Farmers partnered with a dairy
operation, providing feed while the one family operated the dairy. The dairy wasn't in competition
with the farmers for land because it was content to allow others to grow feed while it did what it
does best — manage the animals.

“I think it's those type of structures that seem appealing and seem to be working,” Goehring said.

Kenton Holle, of Northern Lights Dairy of Mandan, agreed there is room for expansion of the
industry.

"I think that there's a real possibility in North Dakota to see some livestock industries expand,”
said Holle, adding the adoption of current laws governing corporate farming would help.

Holle said he did not know of any dairy processing plants importing out-of-state milk. He said he
thinks milk produced in the state now is adequate to keep them running.

g..mk that's the key to it right there," Holle said of partnerships between dairies and farmers
wing feed crops. If a law change were to be proposed, he says there should be a clause
prohibiting large producers from buying up large amounts of land to plant their feed.
Investment dollars
Producers need the ability to pool resources because dairy operations cost so much, according to
Goehring, who said an operation often needs to be milking 600 to 800 cows to break even and a
1,600-head dairy operation takes several million dollars to start.

“Most farmers don’t have that kind of money sitting around,” he said, and many banks won't lend it
to a single investor.

“Because our state has been primarily grain production ... lenders are not very familiar with
animal agriculture. It's hard for them to understand the ebbs and flows that exist in the livestock
industry, and they have more apprehension about lending,” he said.

Messer, who is chairman of the Midwest Dairy Association and a member of the North Dakota
Dairy Promotion Commission, said, with much of its new oil wealth, North Dakota is in a good
position to recruit more dairies.

He suggested creating an investment fund for those with oil royalties who want to support North
‘ [ “a agriculture. He said the investors would get tax write-offs and the fund would supplement
srograms offered by the Bank of North Dakota for starting and growing farmers.

http://bismarcktribune.com/news/agnews/drop-in-dairy-discouraging/article_02ab0a8b-25c3-53b4-8aab-a2f0d3d326b4.html?print=true&cid=print 22
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Repealing corporate farming laws

!ren Speidel * Daily News newsmonitor@midconetwork.com | Posted: Wednesday, February 4,
2 :00 pm

['o compensate for the decline in both dairy and swine
sroduction, the North Dakota Legislature is looking into
-epealing its corporate farming laws.

3oth industries have shown significant declines the past 10
years. Legislators say without intervention, swine and dairy
sroduction may disappear from the North Dakota plains. If
he current law is amended, it would only allow corporate
arming in the swine and dairy industries.

Repealing corporate farming
laws

North Dakota has had anti-corporate farming laws on the
itate books since 1932. Until 1981, all corporations were
yrohibited from farming within the state until the Legislature  1© compensate for the decline in both dairy
imended its law to prohibit corporations from owning or and swine production, the North Dakota

eas’ land used for farming or ranching. Legislature is looking into repealing its
corporate farming laws.

) ry Luick, R-District 25, supports repealing the

:orporate farming laws, as long as there are limits. He said

he trend among corporate farms is to buy valuable farmland and squeeze out local farmers. The Legislature

s looking to limit the amount of land that can be purchased to only the property on which the facility will
e located, Luick said.

\llowing limited corporate farming by itself should not be a deterrent, Luick said, since many N.D. farmers

Iready have formed corporations. Corporations themselves are more about tax structures and to limit
\ability.

[e said there are large dairies in other states interested in locating to North Dakota, but only if they have
1e protection of a corporation.

he Legislature has looked at amending its corporate farming law during the past three sessions. Luick said
e thinks this is the year it will be amended to allow corporate dairy and swine farms.

he past 10 years have shown significant decreases in swine and dairy production within the state as there
rn)o fewer head of hogs and 20,000 fewer head of dairy cows.

lo akota had 467 dairy producers in 2003. That number dropped to 91 dairy producers in 2013. Since

- 1en, Luick said, two more dairies have closed and two more are on the brink of closure, to leave North

http://www .wahpetondailynews.com/news/repealing-corporate-farming-laws/article_ef12a1c0-ac86-11e4-889e-5b8d23ce6b71.htm|?mode=print 112
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Jakota with about 87 dairy producers.

‘North Dakota is importing milk. We’ve never had to do that before,” Luick said.

_raa Was raised on a beef and hog farm, and said his neighbor operated a dairy. He understands the work
ed in keeping a dairy operation running. “Kids are not wanting to pick up a dairy business. The
bhysical demands and commitment isn’t there to milk twice a day,” he added.

(o compound the issue, processors themselves are looking at pulling out of the state because there aren’t
:nough materials to stay operational.

[estimony was heard in the Senate Agriculture Committee that shifts are being cut at two dairy processing
slants, Cass Clay in Fargo and Dean Foods in Bismarck, since milk production is down.

Jairy farming in the United States is undergoing dramatic changes, driven by both supply and demand
actors, according to a report by the Economic Research Service with the U.S. Department of Agriculture.
Che number of dairy farms with fewer than 200 cows is shrinking rapidly while very large operations, with
1,000 to 30,000 cows on one site account for rapidly growing shares of production.

Jairy production continues to increase in South Dakota and Minnesota, according to monthly numbers

eleased Jan. 22 by the National Agricultural Statistics Service, an arm of USDA. So far, North Dakota

loesn’t produce enough milk to be included in the report. South Dakota produced 183 million pounds of

nill- * - December, 6.4 percent more than the same month a year ago, while Minnesota produced 784
tjounds, up from 766 million pounds in the same period a year earlier.

(here are two Grade A dairies in Richland County. Luick said repealing the corporate farm ownership
imong dairy and swine operations should benefit local dairies.

.uick said he sees many benefits to corporate farming, such as better utilizing corn for feed, alfalfa,
oybean meal and other ethanol plant byproducts. “It is another market for grain raised in a specific area.
Ve are shipping way too much soybean and grain out of this state. We should focus on adding value to that
roduct and utilize it here in our state,” he added.

[ ok Pssing]
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. ti-corporate exemptions proposed for dairy, swine

JANUARY 26,2015 5:00 PM « BY JESSICA HOLDMAN

As the dairy industry continues to shrink in North Dakota, lawmakers are looking to save it by
allowing operators to incorporate.

Sen. Terry Wanzek, R-Jamestown, introduced a bill Monday that would exempt certain dairies
and swine operations from the state's anti-corporate farming law.

Wanzek, a fourth-generation family farmer, said the bill would follow South Dakota's lead by
tweaking the 80-year-old law. Under the legislation, operations with no more than 640 leased or
owned acres would be allowed to incorporate under the exemption.

"Our goal is to provide complementary operations where farmers can maintain their land and
corporations manage the animals and operations," Wanzek said in a statement. "The sheer start-
up costs alone for a hog or dairy operation make it cost-prohibitive without more access to
capital."

The bill also would benefit the corn and soybean industries by providing additional demand for
feed, Wanzek said.

~ased agricultural income," said Bart Schott, a North Dakota Corn Growers Board member

9 a small increase in demand for corn or feedstock could create at least $100 million
d former National Corn Growers Association president.

Dairy production has dropped 42 percent in the past 10 years, and swine operations are on a
similar decline.

"Doing nothing is not an option," Wanzek said. "We have to do something to save these industries
in our state."

http://bismarcktribune.com/business/local/anti-corporate-exemptions-proposed-for-dairy-swine/article_6a292584-dad0-5da5-be58-ef19e3ed391b.html?print=tr... 11
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‘jiries looking for ways to rebound

JANUARY 21,2015 3:30 AM

Dairy farming always has been a demanding business. It requires early morning milking followed
by another round of milking late in the afternoon.

And it's hard to take a break — you can't let the cows wait a day.

North Dakota hasn't ranked among the top dairy states, in fact, the state’s dairy numbers are
falling. In a Sunday story, reporter Jessica Holdman noted that the number of dairy farms has
slipped from 350 in 2000 to 91 today.

This has prompted a search for solutions. One idea being considered is changing the state law
that allows only family members to form farming corporations.

Agriculture Commissioner Doug Goehring warns that the future of milk-processing facilities in the
state are at stake. He's urging producers to take the lead in seeking changes.

He's suggested exceptions to North Dakota’s non-corporate farming law for dairies, swine
operations and feedlots.

1]

2 Legislature wants to take this up and the ag community wants to push it, then | would think
’ sbably would happen (this session),” he said.

South Dakota has made changes to allow corporate farming in an effort to lure more dairy
operators into the state.

Goehring thinks out-of-state producers would move their operations to North Dakota if they could
corporate to make it financially feasible.

He also said producers need to be able to pool their resources because dairy operations are
expensive.

Jerry Messer, who raises dairy cattle on Beaver Creek Ranch in Richardton, told the Tribune
when South Dakota tweaked its laws to allow multiple dairy investors instead of just one family,
the state saw success at recruiting dairies.

A slaughter plant scheduled to begin operating in Aberdeen, S.D., next year already has ranchers
interested in starting feedlots.

Giving new life to dairy farms, feedlots and swine operations can have trickle down benefits. It
provides more customers for corn producers and allows them to to diversify. Also, if the corn is
sold locally the producers don't have to rely as much on rail service. If we produce more milk it will

Q e milk imports.
proposals have merit and it's up to producers to get the Legislature’s approval. Goehring
thinks legislators will approve but he's made it clear that producers will have to lead the way.

http://bismarcktribune.com/news/opinion/dairies-looking-for-ways-to-rebound/article_4c58a74c-d980-5d7d-95f3-63f7c0d6adc7 htm|?print=true&cid=print 112



21122015 | Dairies looking for ways to rebound ,D / 7
If the decision is made to pursue changes in the law, everyone should realize this could just be
the beginning. Once the law is modified, it's likely to draw more attention.

This would be a good time to review the entire law and see if fits the needs of North Dakota in
20Y5,

‘ up to the producers to make the next move.

http://bismarcktribune.com/news/opiniorn/dairies-looking-for-ways-to-rebound/article_4c58a74c-d980-5d7d-95f3-63f7c0d6adc? htmi?print=true&cid=print 22
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Dairy Cow Headcount - IL, IN, IA, KS, MI, MN, NE, ND, SD, WI
Source: National Agricultural Statistics Service, www.nass.usda.gov
NORTH SOUTH
YEAR | ILLINOIS | INDIANA IOWA KANSAS | MICHIGAN | MINNESOTA | NEBRASKA | DAKOTA | DAKOTA | WISCONSIN
2013 97,000 176,000 208,000 134,000 380,000 464,000 54,000 18,000 94,000 1,271,000
2012 98,000 175,000 205,000 126,000 375,000 465,000 56,000 18,000 92,000 1,270,000
2011 98,000 172,000 204,000 123,000 366,000 468,000 57,000 19,000 91,000 1,265,000
2010 100,000 170,000 210,000 119,000 358,000 470,000 59,000 21,000 92,000 1,262,000
2009 102,000 168,000 214,000 118,000 355,000 469,000 61,000 23,000 94,000 1,257,000
2008 102,000 167,000 213,000 117,000 350,000 464,000 58,000 26,000 90,000 1,252,000
2007 103,000 166,000 213,000 110,000 335,000 460,000 59,000 29,000 85,000 1,247,000
2006 103,000 165,000 205,000 112,000 320,000 450,000 61,000 32,000 81,000 1,243,000
2005 104,000 156,000 195,000 111,000 312,000 453,000 60,000 33,000 81,000 1,236,000
2004 107,000 151,000 193,000 113,000 303,000 463,000 61,000 34,000 80,000 1,241,000
2003 111,000 149,000 201,000 111,000 302,000 473,000 64,000 35,000 82,000 1,256,000
2002 115,000 151,000 209,000 107,000 301,000 487,000 67,000 40,000 86,000 1,271,000
2001 116,