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2001 HOUSE STANDING COMMITTERE MINUTES
BILL/RESOLUTION NO. HB 1334
House Finance and Taxation Committee
0 Conference Committee

Hearing Date January 22, 2001

Tape Number Side A Side B3 Meter #
] X 3,344
Committee Clerk Signature Qé QNN g" A Qé( .244‘ AJ
Minutes:
REP. AL CARLSON, CHAIRMAN Opened the hearing,

REP. FRANK KLEIN, Introduced the bill. See attached written testimony together with a copy
of farm handouts an. tax guides.

MARK SI1TZ, FARMER AND A LOBBYIST FOR THE NORTH DAKOTA FARMERS
UNION, Testified in support of the bill stating this organization has long been supporters of this
exemption in the bill. This bill would help farmers and our members.

REP. CARLSON What do you see as the affect this would have on counties, cities and school
district?

MARK SITZ Specifically, I couldn’t give you exact numbers. 1 wouldn’t think it would be that

inuch because of the situation the bill speaks to, changing it from net to gross.
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REP. CARLSON How many farms is this affecting, where over the years, they have had more
income of ' the farm than on the farm, | am assuming then that the farm will no longer be tax
exempt,

MARK SYTZ Through the last few sessions, there were some revisions to the law as to how
many years the off farm exceeded the net farm income, the legislature added one out of every
three yens, if that happened, There were some safeguards put in place to protect that very
situation, This bill speaks to that situation.

REP. CARLSON Asked Rep. Klein il he had anything to add to the questions which were
asked.

REP. KLEIN Relating to the affects to the counties, most of the time, the counties shouldn’t
have collected this money in the first place. This was ligitimate farm land, and they were coming
out and assessing it the other way.

REP, CARLSON The benefactors of these tax dollars are the counties, the schools, and the
areas at this very time, are telling us that they are short of money. We have to look at that side of
it as well,

REP, WINRICH You mentioned in your testimony, the revision of the forty thousand dollar
limit to fifty thousand dollars. It states the fifty thousand dollar limit would be adjusted each
year to the price index, that won’t stay at fifty thousand, it will increase every ycar.

REP, KLEIN That is true, the reason [ put that in there is because, people keep coming every

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

coming in here. The other way around this whole thing, is to drop the IRS regulations and
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Schedule F. If you flie Schedule F, it takes care of the Income part of it, and the whole nine
yards,

REP. WINRICH Felt it was not clear in the bill, which consumer price index was going to be
used. Do you mean the national one computed by the Burcau of Labor Statistics, or the
Consumer Price Index for North Dakota?

REP, KLEIN We talked about that and he did relate it would probably be the one that comes
out of the school,

REP, CARLSON Stated he didn't remember if in other parts of the code that they actually say
the state consumer Index or the federal one.

PATTY LEWIS, NORTH DAKOTA FARM BUREAU, Testilied in support of the bill,
Stating it doesn’t take a whole lot of spousal income to get you out of that farm exempt status.
GARY EMTER, DIRECTOR OF TAX EQUIALIZATION, MERCER, COUNTY,
Testifled in opposition of the bill. He stated he had a simple suggestion, puss a bill that says all

residential property outside of city limits or rural subdivisions arc exempt. Because if this bill

passes here today, that is what will happen.

DENNIS BROCKMAN, BURLEIGH COUNTY ASSESSOR Testified in opposition of the
bill. In Burleigh County, outside of a subdivision, you have to have forty acres to build a
residential home, On some of these forty acre tracts, [ have pole barns and people raising
livestock. They are filling out a Schedule F, and they really aren’t true farmers. If you put this in

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

on the tax rolls.
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REPR. CARLSON What effect would moving from the net income to the gross income liave on

those forty acre plots?

DEMNIS BROCKMAN | don't think I would lose a lot of homes, moving 1o gross income,

With no further testimony, the hearing was closed.

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

REP,. CABLSON Reviewed the bill,

) RF iR Reviewed the last three sesslons with committee members as to what some of

the legislation was in relation 1o this bill,

REP. BRANDENBURG Made a motion for a DO NOT PASS.

. REP. RENNERFELDT  Second the motion, MOTION CARRIED,
14 YES 0 NO 1 ABSENT
REP. BRANDENBURG  Was given the floor assignment,




FISCAL NOTE STATEMENT

House Bill or Resolution No. 1334

This bili or resolution appears to affect revenues, expenditures, or flscal ability of counties, cities, or school districts.
However, no state agency has primary responsibility for complling and maintaining the information necessary for the
proper preparalion of a fiscal note regarding this bill or resolution. Pursuant to Joint Rule 602, this statement meets the
fiscal note requlrement.

John Walstad
Code Revlsor
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REPORT OF STANDING COMMITTEE (410) Module No: HR-22-2850
February 7, 2001 8:18 a.m, Carrler: Brandenburg
inser! LC:, Title:.

REPORT OF STANDING COMMITTEE
HB 1334: Finance und Taxation Committee (Rep. Carlson, Chalrman) recommends DO
NOT PASS (14 YEAS, 0 NAYS, 1 ABSENT AND NOT VOTING). HB 1334 was placed
on the Eleventh order on the calendar.

(2) DESK, (3) COMM Page No. 1 HR-22:2650
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. NORTH DAKOTA
i A HOUSE OF REPRESENTATIVES

‘ STATE CAPITOL
asentative Frank Kleln 600 EAST BOULEVARD COMMITTEES:
trict 36 BISMARCK, ND 88606-0360 Human Services
4840 104th Avenue $W Natural Resources

Dickinson, ND 58601

TESTIMONY ON HB 1334
PREPARED BY REPRESENTATIVE FRANK KLEIN

CHAIRMAN CARLSON AND MEMBERS OF THE COMMITTEE.

I AM REPRESENTATIVE FRANK KLEIN. [ AM AN UNPAID LOBBYIST

FOR THOSE INDIVIDUALS WHO WANT TO SURVIVE ON THE FARM,

IMAGINE MY SURPRISE (AND THAT OF MY NEIGHBORS AND

CONSTITUENTS) THAT THE MAJORITY OF US NO LONGIEER MEET THE

DEFINITION OF A FARMER|

I AM HERE TODAY TO TESTIFY FOR HB 1334, WHICH RELATES TO THE
FARM RESIDENCE EXEMPTION., DURING MY RESEARCH, I HAVE
DISCOVERED THAT THIS ISSUE HAS SURFACED REGULARLY OVER
THE YEARS. I WANT TO TESTIFY ON BEHALF OF THE FARM COUPLES

WHO, BECAUSE OF LOW COMMODITY PRICES AND HIGH INPUT

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




. THOSE JOBS TO KEEP THEIR FARMING OPERATION INTACT, AND WE

CANNOT AFFORD TO L.OSE ANY MORE FARMERS!

THIS BILL CHANGES THE NET FARM INCOME TO GROSS INCOME.,
THIS BILL WAS WRITTEN YEARS AGO WHEN MOST FARMS DID NOT
HAVE OFF-FARM INCOME. AGAIN, LUE TO THE HIGH INPUT COSTS, A
JOB OFF-FARM MAY EASILY EXCEED NET FARM INCOME AND
NEGATE THE 50% EXEMPTION, I WOULD LIKE TO SEE AN
AMENDMENT TO THE $40,000 LIMIT. THE DOLLAR AMOUNT COULD BE
INCREASED TO $50,000 BECAUSE BOTH SPOUSES ARE WORKING WITH
THE IDEA OF SURVIVING IN THE FARMING OPERATION. THE FIGURE
OF $50,000 MAY SEEM HIGH, BUT WHEN YOU CONSIDER MOST HAVE
TO DRIVE MANY MILES, WITH TWO SEPARATE VEHICLES BECAUSE
OF DIFFERENT WORKING HOURS, I FEEL THIS IS A REASONABLE
AMOUNT. THE DOLLAR AMOUNT COULD EVEN BE REMOVED. THE

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

ACCORDING TO THE INTERNAL REVENUE SERVICE, “YOU ARE IN THE

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

’ FARM FOR PROFIT, EITHER AS OWNER OR TENANT, A FARM
Page 2 of 4




INCLUDES STOCK, DAIRY, POULTRY, FISH, FRUIT, AND TRUCK
FARMS. IT ALSO INCLUDES PLANTATIONS, RANCHER, RANGES, AND

ORCHARDS.” THIS IS FOUND IN THE PREFACE TO PUBLICATION 225

THE U.S. DEPARTMENT OF EDUCATION ALSO DIFFERENTIATES
BETWEEN THE FAMILY FARM AND AN INVESTMENT FARM. ACCORDING
TO THE FREE APPLICATION FOR FEDERAL STUDENT AID (FAFSA), THE
VALUE OF A FAMILY FARM IS NOT CONSIDERED WHEN A STUDENT
APPLIES FOR FINANCIAL AID. THE FAFSA SPECIFIES, “DO NOT
INCLUDE A FARM THAT YOUR PARENTS LIVE ON AND OPERATE. IF
THE PARENTS LIVE ON THE FARM, FILE A SCHEDULE F AND CHECK
“YES” TO THE QUESTION, “DID YOU MATERIALLY PARTICIPATE IN THE

OPERATION OF THIS BUSINESS DURING 200_?"

THE INTERNAL REVENUE SERVICE AND THE U.S. DEPARTMENT OF
EDUCATION SEEM TO KNOW HOW TO DEFINE A TRUE FARMER. WHY
DO WE, IN NORTH DAKOTA, HAVE SO MUCH DIFFICULTY? THE

LEGITIMATE FARMERS ARE ALREADY PAYING LAND TAXES OF

Page 3 of 4




$350-$600 PER QUARTER, WHICH IS $1,400 UP TO $5,000 IN LAND

TAXES. THEY ARE PAYING THEIR FAIR SHARE,

ATTACHED IS AN ARTICLE FROM THE BISMARCK TRIBUNE ABOUT A
TOUGH YEAR AHEAD FOR FARMERS. I BELIEVE THIS BILL WOULD
LEGITIMIZE WHO THE FARMERS ARE AND EXEMPLIFY THE INTENT
OF THE ORIGINAL LEGISLATION. I URGE YOUR SUPPORT ON HB 1334

FOR THE FAMILY FARMER,

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

‘ GENERAL FUND.

Page 4 of 4




s |
Hment
ho
oasuty

Imernal
Revonue
Bervice

Publication 228

Cal. No. 110401,

Farmer's
Tax Guide

For use in preparing

2000 Returns

Acknowledgment The valunblo advico and assislarco given us
oach year by ho Nallonal Farm Income Tax Exienslon Commiltiee Is

gratotully acknowledgod.

: At the lime this publication wns belng proparod lot rulnt. Con-
A gruss was congldering loglslation conluinln? psovisions thal
@UIEEY could olioct lanmers. Beo Publication 563, Mighlighls of 2000
Tax Changes, for informalion on whathor the leglslution was onacted
and, i 8o, he specilic homa of Intorest (o laimors. Publication 663 wh)
be avallable on 1ho IRS wob silv al www.Irs.gov In January 2001,

Get forms and other infermation
faster and easier by:

Computer ¢ www.Irs.gov or FTP 'ltg.lrs.éov
FAX ¢ 703-368-9694 (irom your fax machine)
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Introduction

You are In the business of larming . you cul-
livale, operate, or manage a farm for prolit,
¢ither as owner or tenant. A larm includes
stock, dalry, poulng fish, trull, and truck
fanms, It also incluces plantations, ranches,

" ranges, and orchards,

This publicalion explains how the federal
lax laws apply lo larming, Use this publicalion
as a guide to tigure your laxes and complele
your larm tax retum, If you need more Infot-
mation on a sublect, gel the specific IRS lax
publication covering that subject. We reler to
many of these free publications throughout
ihis publication, See chapler 21 lot Informa-
tion on ordering thase publications.
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| Step Four: Complete this step if you (the student) answered “Np” to all questions in Step Three.
£9. Go to page 7 to determine who is considered a parent for this step, What iy Louparents’ marital status as of today? -

(Pick one.) MamedRemanied * O 1+ -Single. Ot e O Widowed T O

What are your patents' Social Security Numbers and last names? TP P RO :

our parent does not have a Social Security Number, enter 000-00-0000 ©,y; e o itivtos g Wiy Anctnet€) P RET 720

e pnenvemmen [T - b My TTTTT LT LT
o e . dog o LASTRAME L ] L L ) 1
02, MOTHER'8/STEPMOTHEN 4 L : S 68 MOTHER'S i [ T T
BOCIAL SECURITY NUMBER - - STEPMOTHER'S
o | : LASTNAME | - | |
64. Goto page 7 to determine how many 65. Go to page 7 to determine how many in qﬁest;ion"64 't
people are in your parents’ household. (exclude your parents) will be college students ' E
between July 1, 2001 and June 30, 2002,
a . srare ',
66. What is your parents’ state of legal residence? ' ‘
67. Did your parents become legal residents of the state in question 66 before Jamiary 1, 19967 . , i Yesy OuwtioNe Ot
o MONTH | YEAR |
68, If the answer to question 67 is “No,” give the month and year legal L |
residency began for the parent who has lived in the state the longest. . ‘ 1y
V h 1‘;. !
69, What is the age of your older parent? ‘ e ‘, ,
R | . i 5
70. For 2000, have your parents completed their IRS income tax retum or anothet tax return listed in question 747~ '~ '
& My parenis haye akeady . O ! b My paronts wi fle, butthey have - < 17, .. ¢, My parents atePot going fo..; O
‘completed thel retum, | |, . not yol completed helrretum. |.fyinc Mo, (Skiptoquostion7)

71. What income tax return did your parents file or will they file for 20007 L Lot

",‘ing. l’w'p- n!tlu_:mluull‘ln;fc’!n,lllgnuu'mmn's‘ua' O ' ' dt A l&X foUm fOI’ PUG"O nl&; Gu&m. AM
IHS 1040, 1040EZ, 1040Teletle .., O Marshal Isfands, the Federated States of Micronesla, &t Palau; Bo Page 2. .4

"AW"W'M. S“pmzumn O ) “' “VIQ‘.”“:"‘NOJ bon"KMW
7201 your parents have filed or will file a 1040, were they eligible to file a 1040A or 1040EZ? See page 2, - "o e ¢ ISR

For questions 73 - 83, if the answer Is zero or the question does not apply, enter 0.y zdusl’s S1aiead by

Sl e 1‘,
Siméal th Wirgin I6lards) the 131 1.

73. What was your parents' adjusted gross income for 2000? Adjusted gross income s . g i B
on IRS Fotm 1040-line 33; 1040A-line 19; lMOEZ»Iinq 4; or Telefile--ling 1. T {1
74, Enter the total amount of your parents’ income tax for 2000. Income tax amount is on . g h
IRS Form 1040-line 51; 1040A~line 33; 1040EZ-line 10, or Telefile--line K. xy o rle oy
75, Enter your patents' exemptions for 2000, Exemptions are on IRS Form 1040-line 6d or S o
o Form 1040A-line 6d. For Form 1040EZ or Telefile, see page 2. L S ’ '
! ' SSTASCEE N | IR IR B NP
* 7671, How much did your parenis eam from working in 20007 Answerthis ~ Father/ =Tt o
question whether or not your parents filed a tax retum. This information , Stepfather (76) .;3 1ol ]
may be on their W-2 forms, ot on IRS Form 1040-lines 7 + 12 + 18; Mother/ . . . )
1040A~tine 7; or 1040BZ~line 1, Telefilers should use their W-2's. Stepmother (77 Kin .
Parent Workshaots (78-80) - E O T IR W TR S TR TN i
78-80, Go to Page 8 and complete the columns on the right of Worksheets A, B, Worksheet A (78) 8- | |/}
and C. Hnter the parent totals in questions 78, 79, and 80, respectively. . - "
Even though your parents may have few of the Worksheet items, check each ~ Worksheet B (79) § 0
fine carefully. !
Workeheet C (80) . 8 ¥
. i . v . , b bemdaaand i,
1. As of today, what Is the net worth of your parents’ current investmente? See page 2. '$ | '
of today, what Is the net worth of your parents’ current Lusinesses and/or 1
estment farma? See page 2. Do nof include a farm that your parents live on and operare, ; 8 18
83, An of today, what Is your parents’ total current balance of cash, savings, and checking accounts? g ml
\ , ’
! NOWQO'OSQGPS'X. R——— mnbbpmicinink i i Sl i o
s ' ' Page & For Help — (800) 4333243
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A ﬁc__m: <mm.. m__mm._ ?_. z D. F::ﬂ.um

%gig i “Typically in the short num, if you can Q.&Bnﬂdﬁmhﬁiuﬁumrﬂﬁg
Imarck Tribun; _ gwoﬁﬁzmwﬁﬂmmuumm&g because there isa

. ton of your fixed costs. you're better off  said “With higher i Egmw&.ﬂ
_ Continued low ¢ commodity prices

than shistting down an S_qﬂﬁmmm_om moﬁ:ﬂa?ng
ind higher expenses will combme 10 §

. 8 your fixed costs,” Swenson said. “A per- ﬂwgégﬁ
nake 2001 a tough year for farmers 1o SEESERIRNEN Cole . S B - son who owns all their and budgets p becanse puces for
um 2 profit, according to Andrew - GRS o S  land and has no deby, they could very nittegen  ferdlizer like anhydrous
weason, an Extension Service farm - ) . T R

RN well cash flow. wﬁéngmgmmg ammonia are expected te go up from
SN  you are living on the depreciation ofthe  the $290 per ton rate used to
C NI - machinery and pretty soon that bas to  expenses m December. .
EEAE De replaced” There is some good news for prodoc-
B  Minor crops — ie entils, garbanzo  ers. Soil tests show there is more nito-
. |- beans, crambe, mustard, buckwheat gen left in the soil than there was last .
_and safflower — mrosgnm year, so fanmers should need Jess feral-
_ R - Temuns in the western part of the state. fap “insn < 3
. . . o B Confectionerysunflowersand drybeans  than last yeas, mterest rates are relative-
A TSNP - showed the best retumns in the central 1y fiat and landG costs in the northern
L e A T T mﬂm%uﬁmﬁméﬂ&ﬁg part of the state hai softeped.
¥ squeeze Gu profits this year than in S = 4 BE I BENENNN wasn't enough of a market for these - Also, average yields used to calailate
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o the southern Red River Vailey are a positive cash fiow this year, because _depreciation indefinitely, but- it will get an aftractive price, espe- gégggam
xpected to be the highest, more than cash flow doesn't include non-cash  allow mmnwmm ? mm» g another mﬁnﬂc hasjustafewbuvers.  projections are less than optimistic,”
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-osts, combined with low crop prices,
yut profit projections at the lowest level
n a decade, Swenson said. Tae
xension Service publishes projected
unmgam ets for eight regions in North  §

Ota every January.

“Prices are low and our costs are
10ing up,” Swenson said. “So that’s more
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Congressional help
needed 1o offset loss of
10 percent by farmers

'By PHILIP BRASHER
AP Farm Writer

WASHINGTON (AP) ~— Farm
Income will decrease 10 percent
this year without another multi-

" billion-dollar  bajlout from
‘Congress to compensate pro-
ducers for low commodity
| Brices, ~the  Agriculture
epartment sald Wednesday.

i ' The department estimated

net farm income will dip to
. $41.3 billlon this year, $4.1 bil-
lion less than last year, without
- a speclal ald program. In 2000,
. farmers recelved $8 billion In
ergency assistance from

ngress, boosting net farm
. ome to $45.4 billion,
+ -+ Average farm income for the

1990s was $45.3 billion a year.

Last year was the third year
in a row that Congress has
arJ)roved a multibilifon-dollar
aid package to supplement the
government's permanent farm
assistance. Agriculture
Secretary Dan Glickman sald
this week that another aid pack-
age will be needed this year.

. Farm groups already are
developing a request. “We're
working on a plan with the rest
of the commodlty groups ...
even as we speak to see if we

“can come up with a consensus,”

sald Mary Kay Thatcher, a lob-
bylst for the Ametican Farm
Bureau Federation,

Crop Frices plummeted in
the late 1990s because of lag-
ging exports und heavy world-
wide production, .
"By historical standails, the
last five years have been an
unusually favorable perlod for
crop production,” according te
a report issued by USDAs
Economic Research Service,

DAKOTA

“We’re working on a
plan with the rest of
the commodity
groups ... even as we
speak to see if we

can come up witha

consensus.”
Lobbyist Mary Kay
Thatcher

“Not bnly has there been little
adverse weather, but rainfail
has also ‘been generallr abun-
dant and timely, not only in the
Unlted States but also in the
wotld's major agricultural pro-
ducing countries.”

Farmers recelved a record
$22.1 billion in direct govern-
ment  payments last  yeat,
lncludin{; the emergency ald,
$6.4 blllion In crop subsidles
and other asslstance,

‘vide some hel

®:arm income headed for a fall

Commodity prices are
expeacted to rise enough to pro-
to farmers and
taxpayers. Federal crop. subsi-
dies, known to farmers as loan
deficlency payments, are
expected to drop $2 billion this .
year,

USDA expects improvement

for both crop and livestock
farmers, ‘
Total crop production for

2001 Is projected to rise $4.7 bil-
lion to $101 blllion, Income for
cotton s expected to rise 17
percent, |

Total livestock production is
estimated at $100.2 billion for
2001, up 31 billion from last
caf, with the gains coming in

igher prices for milk and hogs.
Income from cattle are expect-
ed to decline slightly,

Overall, farmers are in rela-
tively sound financial condi-
tlon, according to the report.
Farmland values are expected
td increase about 1 percent,
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