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Minutes:

CHAIRMAN NICHOLAS: WI WILL OPEN ON HB 1421

REPRESENTATIVE LEMIEUX: This is a bill that addresses the wheat tax. ‘The questions
that we ask are what are we getting out of the wheat commission? 1 know that the people there
work hard., “This is a bill that is an attempt 1o ask some questions, what is happening to our
marketers? The frustrations out in NI and around the world in wheat country we see our
prices continue to go down and we are spending money Lo sell a product into & world market and
our those money's, are we getting the bang tor the buck or should we be spending the money in
developing those products rather then selling o product that no seems to want,  Maybe we are
predicting to much of It or whatever,  This bill is an attempt to have the wheat commission

come in and visit with this committee wnd it was a way to do it
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House Agriculture Committee
Bill/Resolution Number HB 1421A
Hearing Date 2--8--01

CHARIMAN NICHOLAS: iepresentative Lemicux, 1 would have just one auestion,  Tast
session as you remember we put a couple mills on and hopefully it with the idea that the
commission would do some things on trade which they did.  We are having some success.
This would perbaps with the $900.000.00  revenue loss it would impede some of those kinds of
cfforts,  Are you concerned about that?

REPRESENTATIVE LEMIEUX: There is concern from the people back home,  There conceern
is how are our dolfars in the wheat commotion being spent? — Wheat is not profitable,  Yet we
see the expenditures and fee increases in what it cost to run the office. Some of the eounty
representatives have indicated that they would like to have some impute into the process,

I they don't like what is going on, they put new people in, - We are seeing some grassroots
movement to address some of those issues,  We have {o educate the producers us to what we are
dolng, There is not erough answering (o the people back home.

REPRESENTATIVE KEMPUNICH: This bill is to put a focus on the state would look a little
harder on how we can get closer to the consumer,  Last year there were some complaints gin
on fast year about the quality of the wheat in the NW part of the stale and felt that selling $.60
cents wheat, that {s was unfair situation as (o what was being charged off and that is what this
talks uboul.  We should look at alternatives,

CHAIRMAN NICHOLAS: 'This would be o $900 thousand, [ would be concerned that with thut
loss in revenue 1o be able to prece those efforts,  Comment please.

KEMPENICH: It is hard to keep o budget snymore,  The point being that a lot of the
producers can’t keep a budget either,  We are doing futuristic thinking, You have to save from

the good year for the bad year,
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House Agriculture Commitiee
Bil/Resolutlon Number B 1421A
Hearlng Date  2--8--01

CHAIRMAN NICHOLAS:  ANYONE IN SUPPORT OF "THIS BILL

DON NELSON: DAKOTA RESOURCE COUNCIL: W SPEAK IN FAVOR OF

HB 1421, Please see printed testimony,

REPRESENTATIVE BERG:  You make a real strong point. We should reward the
commission for increasing prices and have them pay the consequences with lower prices,
however, Tam struggling with that because really what we want is just the opposite of that,

I wheat is $6.00 per bushel, maybe we don't need the wheat commission, When it is $2.00 per
bushel we really want them spending more energy doing what they can to inereuse yields or
price.  Please comment:

DON NELSON:  don't see a time when we don't have the wheat commission.  Cost of
production of wheat is around $4.50 a bushel.  When prices are low it would give them more
incentive to raise those prices. If'T am marketing [or vou and you are just going to give me a sel
amount, ! can’t work my way up and get a better wage,  { testified for the two mills,
REPRESENTATIVE BERG:  Talked about the refund with Don.  The application for the
refund, Don said that he has never received a refund,

CHAIRMAN NICHOLAS: ANY OPPOSITION?

TOM WILEY: [raise wheat. | am not against the Bill. I just think the wheat commission
should tic cost to price. 1 think this is a good idea.

REPRESENTATIVE JOHNSON: FURTHER TESTIMONY.

DONALD BIG:  We should have a mill base, Farmers we want it based on value,

REPRESENTATIVE JOHNSON: TESTIMONY TO OPPOSE;

ALAN LEE NDWC  Producer from Berthold. 1am here to testify in opposition to the Bill.
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House Agriculture Committee
Bill/Resolution Number 113 1421A
Hearing Date  2--8--01

Supply and demand have u Lot to do with the price of wheat,  Commission supports research.
We work on Globad issues, We are not responsible Tor cither $6.00 or $2.00 wheat,  there is
i Jot of wheat out there, We need to stay out front, The bill would aftect the work we do. A
big swing in income will affeet our efforts our effectiveness and the progrums we support, |ask
you to leave the Bill alone. We do have an over supply of wheat,  We fund research,
REPRESENTATIVE LEMIEUX:  How many doflars dose the wheat commission have in
reserves tight now,

ALAN: Approximately $900,000.00.  Four months operating . Research is about
$270,000.00. this year, Staft raises are what ever the State o NI raises state employees,
About 5% cvery two years,

BRUCE LEWALLEN:  USDGA  Comment and points.  When we are in tough cconomic
times 1 find it hard to believe that having our bins empty and by asking for this quarter pereent off
value of wheat, that is going to make a difference, Would this bill have brought up if" we had
$6.00 dollar wheat.,  When we have tough times we want to ban an organization.  We try to get
people involved. My neighbors will not get involved.  There all coming back on the wheat
commission when we have bad times. They want to know what we are doing,

BRUCE FRETAG: Vice Chairman of NI grain growers. 1 sce the work the wheat commission
does is good.  We think it should be left the way itis,  We think it would be counter
productive.  Either way the board work hard, We urge the defeat of the Bill,

BRIAN KARAMER: NDFBUREAU: We stand in opposition to the Bill ~ All ot the
arguments have been made.

LOWELL BERNTSON:  Agriculture Coalition:  We oppose the Bill,
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House Agriculture Commifiee
Blll/Resolution Number 1B [421A
Hearing Date  2--8--01

STEVE STREGE: ND GRAIN DEALERS ASSOCIATION:

We oppose this bill, - Primarily to cutting the tunding.

CONTINUED ON 1421 8
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Minutes:

HB 1421 CONTINUED:

CHAIRMAN NICHOLAS: ANYONE ELSE WISHING TO TESTIY IN OPPOSITION TO
14217

FROELICH: s it possible that you can simplily this check-off

NEIL: The process as it stands at this point is apply for an application in person.

FROELICH: When we had our joint mecting with the House and Senate.  [f my memory serves
me correctly you took in about 4,000,000.00 dollars the last biennium.

NEIL FISCHER: Yes we took in a little in excess of that amount,

FROELICH: Well Mr. Fischer when 1 was looking at all the check-off programs, something
really stuck out,  Maybe you can answer this, A lot of the check-off programs had five to six

percent administrative fees.  When 1 got to the wheat check-off, It was 17 percent,

NEIL FISCHER; [have a chart that shows 8 percent,




Page 2

House Agriculture Commitiee
Bill/Resolution Number 1113 1421
Hearing Date  2--8--01

REPRESENTATIVE FROELICH: ‘The sheet thut | have suys the administrative fees is about
7%, IF you have something else, I'd like 1o take o look at L,

NEIL FISCHER: T have the budget here in front of me, Tdon*t think that 1 follow the train of
thought that here on your 17%.

FROELICTE What Tam suying is the other commadity groups have 5o 6 pereent. 11 yours is
double that then Ihave a problem with that.  1'd like t see your figures and 1'd be gland to sit
down and talk with you about, il

NEIL FISCHER:  I'd be glud 1o sit down and talk with you about it. At the wheat commission
we have u highly qualified stalf,

VICE CHAIRMAN JOHNSON: Neil, After you raised the wheat tax did you see inerease in
refunds request,

NEIL FISCHER,  We did see an increase in the refund request.  About 4 to § pereent,

The stalf that we have here in the ND Wheat Commission is very hands on with these issues.
We do a lot of the work ourselves with the ND WHEAT COMMISSION,  We have people that
do the basic work overseas because we are qualified. We may have more staff then many other
states but it is because the work is taken seriously.  Again qualified people.,

CHAIRMAN NICHOLAS: Any additional testimony? O.K. WE WILL CLOSE THE

HEARING ON HB 1421 LA:0657
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Minutes:
Chairman Nicholas; Open your books to HIB 1421, This is a bill that would change the way
wheat caps are levied in ND. It would be a reduction to the Wheat cap fund of about $900,000
per year,

Rep. Renner: T would move for a Do Not Pass,

Rep, Johnson: I second.

Chairman Nicholas: Is there any discussion?

Rep. Renner: | feel that we in the intentions [ can see the merits of these things but probably also
some frustration, To mention the same amount of money whether the price of wheat is $3 or $2
for cverybody, this would impact our ability to meet programs if your income would fluctuate at
least by $900,000 or more, they would be forced to set aside a large portion of money to manage
for those other years. The funds would always be under the scrutiny of the legislature, I think it

would be to leave it as it is,
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House Agriculture Committee
Bill/Resolution Number HI3 1421
Hearing Date February 15, 2001

Yice Chuir Johnson: Along the same lines as long as we have the ability to get a refund on our

check-off, I would be in favor of leaving it the way it is.

Chainman Nicholas: Any other questions? We have a motion for a Do Not Pass on HB 1421, The

clerk will take the roll,
MOTION FOR A DO NO'I' PASS
YES, 10 NO, 2

JABSENT AND NOT VOTING




FISCAL NOTE

Requested by Leglslative Council
02/05/2001

REVISION
Bill/Resolution No.: HB 1421

Amendment to:

1A, State flacal effect: /dontily the siate fiscal vffect and tha fiscal effect on agency approprintions
compared to funding levels and appropriations anticipated under curront low.,

1998.2007 Blennium | 20071-2003 Biennium™ | 2003-2008 Blennium
General Fund| Other Funds [General Fund| Other Funds |General Fund [ Other Funds
Reventies R W,W ($000 000§ T (8000.000]
Expenditures R T  sovo000) T s900.000
Approprations S A IR U
1B. County, city, and school distriot flsoal effect: /dentify the liscal offoct on the appropriate political
subdivision.
1999-2001 Biennium 2001-2003 Blennium | 2003-2008 Biennium ]
Sohoal " School | o ""$chool
Countles Citles Districts Counties Citles Districts Counties Citles Districts
- [ : —_

2. Narrative: /dentify the aspects of the measure which cause fiscal impact and inchidle any comments

‘ relevant to your analysis.

HB 1421 would change the funding mechanism of the North Dakota Wheat Commission
(NDWC) from a flat rate of one cent per bushel (10 mills) assessed at first point of sale to
1/4 of one percent of value per bushel at first point of sale. The major difference in the two
funding approaches is the increased variability of revenues and expenditures and the
instability that the change would pose on long term rescarch, customer and trade servicing
and market development projects. The measure would also require the building and
maintenance of a substantial reserve fund to withstand inevitable revenue swings. Historical
production and price patterns indicate that annual income generation could range from
extremes as low as $900,000 per year to nearly $4,000,000 per year.

At average market values for the 1999 and 2000 seasons, revenues would have declined by
$1,276,300 in the 1999-2001 biennium under the proposed HB 1421 funding mechanism.
All funds are special funds and are all non-appropriated; the checkoff is the only funding
source available to the NDWC. Using the five-year averages of production and values
estimated by USDA, the impacts of HB 1421 will be demonstrated below.

. 3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:




A. Revenues: Explain the rovenue amounts, Provide dotail, whon appropriata, for cach revenua typo
and fund affectod and any amounts included in the oxecutive hudgot.

The North Dakota wheat checkofT is the only funding source available 1o the NDWC, Based
on the most recent five-year average production levels and five-year average prices the
revenues available would decline by an estimated $600,000 to $1,200,000 per biennium,
(The estimated revenue and expenditure impact listed under section 1A, State Fiscal Eftect
is $900,000 per biennium or the mid-point of that range.) It is possible with larger acreage or
price swings that revenues could be significantly higher or dramatically lower under varying
circumstances. Extreme fluctuations resulting from the impacts of HIB 1421 and the
uncertainty created are a major concern, A larger reserve fund would be required to provide
stability and continuity of the funding stream, otherwise the effectiveness of NDW('
programs that are inherently fong term in nature woulkd suffer,

B. Expenditures: Explain the exponditure amounts,  Provide detail, whon oppropriate, for each
agency, line item, and fund affected and the munber of FTE positions affectod,

At a minimum NDWC expenditures would decline by amounts similar to the decline in
revenues, since these special funds are the only source of revenue available to the NDWC to
fufill its mission of developing and expanding domestic and international markets for North
Dakota wheat producers. It is also reasonable to assume that NDWC expenditures and
programs would actually require substantially larger reductions during the period in which
the necessary reserve fund is generated, Such an effort would likely have to be accomplished
over a period of several years in order to minimize disruption of program efforts and the
negative impacts of a significantly reduced funding stream,

C. Appropriations: Explain the appropriation amounts.  Provide detail, when appropriate, of the effect

on the biennial appropriation for each agency and fun+ affected and any amounts included in the
executive budget. Indicate the relationship between the amounts shown for expenditures and

appropriations.

Name: Neal Fisher IAgency: ND Wheat Commission
Phone Number: 328-5111 Date Prepared: 02/05/2001




FISCAL NOTE

Requested by Legisiative Council
01/23/2001

Bill/Resolution No.: HB 1421

Amoendment to.

1A. State fiscal offect: /dentify the state fiscal offect and the fiscal effect on agency approprintions
comparoed to fun(//_nJ levels and uppmpnm/mm amm mmud under curront /uw

1908-2001 Blennium | 2001-2003 Blennium | 2003-2006 Biennium |

- Genaral Fund [ Other Funds (Genoral Fund| Other Funds [General Fund| Other Funds |
Revenues T 1 se00.000 T T se00.00d
Expenditures o T T seooe0d T T T 00,00
| Appropriations SRR (S A [l R

1B. County, olty, and school distriot fiscal effect: /deutify the fiscal effoct on the appropriate political
subdivisfon. e

1999-2001 Biennium | 2001-2003 Biannium '2003-2006 Biennlum
Sohool ‘ ’ " Sehool | Sohool
Counties Cities Districts | Countles |  Cities Districts | Countles Cities Districts
(- -l [ S I

2. Narrative: [fdentify the aspects of the measure which cause liscal impact and include any commeonts
refevant to votr analysis.

HB 1421 would change the funding mechanism of the North Dakota Wheat Commission (NDWC) from g
flat rate of one cent per bushel (10 mills) assessed at first point of sale to 174 of one pereent of value per
bushel at first point of sale, The major difference in the two funding approaches is the increased variability
of revenues and expenditures and the instability that the change would pose on long term research, customer
and trade servicing and market development projects. The measure would also require the building and
maintenance of a substantial reserve fund to withstand inevitable revenue swings. Historical production and
price patterns indicate that annual income generation could range from extremes as low as $900,000 per

year to nearly $4,000,000 per year,

At average market values for the 1999 and 2000 seasons, revenues would have declined by $1,276,300 in
the 1999-2001 biennium under the proposed HB 1421 funding mechanism. All funds arce special funds and
are all non-appropriated; the checkoft is the only funding source available to the NDWC. Using the
five-ycar averages of production and values estimated by USDA, the impacts of HB 1421 will be

demonstrated below.
3. State fiscal effect detall: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detall, when appropriate, for each revenue type
and fund affected and any amounts included in the executive budget.

The North Dakota wheat checkoff is the only funding source available to the NDWC. Based on the most
recent five-year average production levels and five-year average prices the revenues available would decline




by up estimated $600,000 10 $1,200,000 per biennium. (The estimated revenue and expenditure impact
listed under seetion LA, State Fiscal Effeet is $900,000 per biennium or the mid-point of that range.) 1t is
possible with larger uereage or price swings that revenues could be significantly higher or dramatically
lower under varying cireumstanees,  Extreme fluctuations resulting from the impacts of HB 1421 and the
uncertainty created are o major coneern, A Targer reserve fund would be required to provide stability and
continuity of the funding stream, otherwise the effectiveness of NDWC programs that are inherently long
term in nature would sufter.

B. Expenditures: Explain the expenditire amounts.  Provide dotall, whatt appropriate, for each
agoney, fine itom, and fund affectod and the number of FTE positions atfocted.

At a minimum NDWC expenditures would decline by amounts similar to the decline in revenuer, sinee
these speciad funds are the only source of revenue availoble to the NDWC to fulill its mission of developing
and expanding domestic and interational markets for North Dakota wheat producers, It is also reasonable
to assume that NDWC expenditures and programs would actually require substantially targer reductions
during the period in which the necessary reserve tund is generated. Such an effort would likely huve to be
sccomplished over a period of several years in order to minimize disruption of program ¢ltorts and the
negative impaets of o significantly reduced funding stream.

C. Appropriations: Explain the approprintion amounts.  Provide detail, when appropriate, of the effoct

on the biennfal appropriation for each agoency and fund alfected and any amounts included in the
executive budget. Indicate the relationship batwean the amounts shown for expenditures and

appropriations,

Name: Neal Fisher genocy: ND Wheat Commission
Phone Number: 328-5111 Date Prepared: 02/01/2001
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REPORT OF STANDING COMMITTEE (410) Module Mo: HR-27-3662

February 16, 2001 2:28 p.m, sarrler: Renner
Insert LC:. Title: .

REPORT OF STANDING COMMITTEE
HB 1421: Agriculture Committee (Rep. Nicholas, Chalrman) recommends DO NOT PASS
(10 YEAS, 2 NAYS, 3 ABSENT AND NOT VOTING). HB 1421 was placed on the

Eleventh order on the calendar,

(2) DESK, {3) COMM Page No. 1 HR-27.3562
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HB 1421 Testimony

Dakota Resource Council appears today to speak in favor of HB3 1421,

The reasons that Dakota Resource Council supports this legislation are simple and strajghtforward.
The producers autamatically pay this tevy, which they can get back. only after completing a
lengthy application form. What they expect and have been told is that by marketing our wheat or
by creating additional demand for our wheat that the checkofT dollar wounld improve prices for our
. furmers. Wheat prices are at or ticar historical lows, Our current checkolf fevy for wheat increases
the North Dakota Wheat Conunission's income when lots of bushels are produced. Basically, we
are rewarding the North Dakota Wheat Commission for increasing bushels when we should be
rewarding them for increasing price. Under this bilt that has been introduced, $4 wheat would
bring the North Dakota Wheat Commission the penny they ‘re getting now, with $6 wheat it would
bring the North Dakota Wheat Commission half a penny more. 1 the price continues to decline the
North Dakota Wheat Commission would have to share in the producer’s plight, "T'his bill would tie

the North Dakota Wheat Commission's revenues more directly to that of the producer,

Qur opponents may say that the fhnctuating prices of the wheat markets would ereate problems for

the North Dakota Wheat Commission. But, if the North Dakota Wheat Commission is not able 1o

Dakoto Rexourve Connetl v Phone (701) 484 2881 o Fay (701) 484 2854




plan their budgets in the fluctuating markets of today then why should they expect North Dakota's
wheat producers to have that skill? Also, if that is a problem then how is the state of Washington's
Wheat Commission, which DOES have a value based checkoff, able to operate as they do? They

budget, plan and save money where they can, just like wheat producers in North Dakota and

Washinglon,

The North Dakota Wheat Commission may argue that it is not their job o raise prices for our

producers but rather to promote the product. Producers must ask themselves, “What good is it if

more people use my product when | am not seeing any profitable returns?” The discrepancy
between high market demand and low market prices is a result of the monopolistic concentration in
processing and retailing industries, and the availability of cheap imported grains into our markets,
The North Dakota Wheat Commission, in order to benefit the producers who support the checkofT,
need (o fight for our domestic and foreign markets, and most importantly, for a price to cover the

cost of production to support our producers.
If the North Dakota Wheat Commission’s revenues are direetly conneceted to the fortunes of the

producer, that body will by necessity rather than inclination be more responsive to the needs of the

producer,

Please vote DO PASS on House Bill 1421, The North Daskota Wheat Commission needs (o put the

wheat producer first and this bill is the first step along that path,

Dakota Resonrce Council « Phone (701) 4832851 v Fax (701) 483 854




A Progress Report \

VA

on Legislative Initiatives

1995-1997 Biennium * 1997-1999 Bienium * 1999-2001 Biennium

from the NDSU Extension Service
and the North Dakota Agricultural Experiment Station

) 19992001 Crop Protection — $443,388

One research specialist and one graduale research
assistant have been added Iin the Plant Pathology
depariment and a graduate research assistant has
been added to the Plant Sciences departmant to
address continuing disease concerns such as scab
and white mold. The help has allowed researchers to
expand field and greenhouse tesating of expetimental
cereal crop lines for resistance to scab. The assis-
tant hired in Plant Pathology supports the Extension
work of plant pathologlst Marcla McMullen and
agronomist Mike Peel. The funding has also allowed
regearchers to expand screening of soybean breed-
Ing material for diseases. Additional research
focuses on improving chemical applications for
disease control. At the Langdon Research Extension
Center, hiring of a pathologist has been delayed as
the center evaluates and redirects ts etforts. The
center has purchased equipment and supplies to
enhance disease research. An added technician, a
part-lime student worker and a temporary visiting
faculty member In Agricultural and Blosystems
Englnheering are continuing to work on improved
techniques for applying fungicide on barley and
whea! heads. Additional research focuses on
exploring non-chemical alternatives for controlling
scab, Two graduate students in the Entomology
department are advancing research on control of
sunflower midge. Early work Is revealing when the
midge is active and where In a fleld the past Is
found. This and other Information will iead to recom-
mendations tor an integrated system for controliing
sunflower midge.

NDSU

North Dakola Siate Unlversity
Fargo, North Dakota 88108

December 2000

Continued elforts are required to ensure that new
plant varietlies are resistant o disease threats, and
new disease threats continue to emerge that need
to be addressed. An example: In 1999, white mold
became epidemic when climate and heavy inoculum
levels caused losses of more than $100 million.
Research is needed on crop rotation, genetics and
fungicide management to manage this disease.
Economic and sacietal concerns diclate that chemi-
cal controls be applied as precisely and effectively
as possible. Continued research will refine that
process and may reveal economical hon-chemical
methods of disease control, For sunflower midge,
continued study is needed 1o integrate control
methods, prediction systems and midge tolerant
hybrids.

219992001 Groin Quality Education — §135 464

The grain quality inittative provides education and
regearch support o producers and the Industry.
Brian Sorenson was recently hired to filf this position.
During the first year of the biennium, however, Mike
Peel assumed strong leadership tor grain quality
sducation work through Extenslon meetings, publica-
tiona, a Web Site, and work with the industry.

The need for this initiative continues 1o be strong.
Producers want information on quality features
desired by manufacturers, and the industry needs to
share desired qualities of the raw products. Although
a great deal of work is being done in this area, much
more will be accomptlishad through the filling of this
position,




.} 19992000 Animal Disease Prevention Reseorch  found that improving rangeland condition can
increase beef production by nearly 10 pounds per

- §175,033 acre resulling in more than $7 per acre in added
Continuation of funding in this area aflowed the hiring  income. Researchers continue to studly the impact of
of new facuity member, Ana C. Bratanich. In her slow-release fertilizers to improve rangeland. Re-
affiiation with the NDSU Vstorinary Diagnostic search has focused on understanding and imple-
Laboratory, she supervises dlagnostic bacteriology,  menting grazing management systems to stimulate
virology and serology laboratories. These laborato- grass growth and improve rangeland condition, Early
tles detect disease agents in samples submitted 1o results show improvements in the plant community,
the taboratory for dlagnosis by producers and a 40 to 96 percent increase in stocking rates, a 65-
vaterinarians across the region. The laboratory pound increase in average calf weaning weight and
handles nearly 10,000 cases annually. Bratanich is improved per-acre revenue from $1.99 to $17.71. A
also establishing a research program that wif large-scale grazing study has been established on
examine viruses and virus/host Interactions at the two cooperator ranches that will answer questions
molecular level. An understanding of these most about the impact of winter grazing on native range-
baslc blological functions may lead to new ways 10 |and, Extension programs include 12 two- and three-
control important animal and human diseases, day workshops involving 130 ranches and about

400,000 acres of rangeland. Fleld dernonstrations
show growth patlerns and nutritional quality of
selected cool~ and warm-season grasses.

New forms of disease continue to emerge while old
forms change and adapt tu control strategies, With
many pathogens becoming resistant to antibiotics
and other treatments, concerns about the transmis- North Dakota has more than 12 miltion acres of
slon of diseases {rom animals to humans are rangeland, 3 million acres of Conservation Reserve
growirlg. Continuation of these funds Is lmportant o program land, 2.5 million acres of hay]and and

.itlpporf the NDSU Veterinary Diagnostic Laboratory's  aimogt 1 miflion acres of non-agricultural permanent

I8 in CO”GbOra”ng with other heaith agencles to cover land. As new techniques In grazing manage-
ok for trends in animal health problems and 10 spot  ment are developed, more efficlent grazing pro-
potential outbreaks of livestock disease. grams are studied and public demand to maintain or
enhance public grasslands Increases, the need for
research and Extension efforts will continue.

4) 1999-2001 Foundation Seed Production

= $105,801 Voleculor Work
NDSU's foundation seed program serves as a fé) 19992001 Moleculor Marker — 5260'830

pipsline for distributing genetically pure seed of new  One {echnician has been hired; equipment has heen

varieties across the state, Raplid distribution of purchased, installed and calibrated; and the molecu-
foundation seed helps the state's producers use the lar marker lab is ready to begin operation. The lab
newest varleties to stay ahead of diseases and will allow plant breeders and plant sclentists to move
pests and provide processors with the necessary rapidly and efficiently develop new high-yteld, high-
qualities. The program also generates revenue for quality disease-resistant varietles for producers.
additional crop research. Conlinuation of funds for Screening plants at an early stage of development
this effort maintained the atalf of techniclans and significantly increases the efficlency of plant breed-
part-time help required to raise and process seed al ing and related research by eliminating lines with

the Langdon, North Ceniral and Willlston Research undesirable characteristics early in the selection
Extension Centers. process.

New equipment will continually need to be pur-
chased as technologies change and older equip-

5) 1997-1999/1999-2001 Range Research ond ment becomes obsolete. Supplios required are
.Emnslon — $437,700 expenslive and naed 1o be continually replaced.
nitiatives In the current and previous biannium The support the laboratory provides will be key in
‘uppon two research specialiets, a dala processing developing future crop varieties with improved
pecialist and six graduate research asslstants to production and processing characteristics.

support research on grazing systems, range nulrition
and annual forages for pasture. Researchers have




. _7)19%9-2001 Corn Breeding — §172,331

A facully position in this area was filled by Marcelo
Carena in July 1999, He is aggressively seeking
outside funding to Increase the breadth and depth of
the project. To provide further Insight into the needs
of this industry in the reglon, the SBARE Corn
Granting Committee is serving as an advisory
committee to this position. Working relationships
have besn developed with the North Dakota Corn
Growers Association, Minnesota Corn Growers
Association and the Tri State Corn Growers Associa-
tion. In addition to work with traditional field corn,
new research includes speclally and white corn,
Funds are being sollcited for a winter breeding
nursery to significantly increase the amount of
germplasm produced.

In the past year, a disease nursery has been added
In cooperation with lowa State University. Research-
ers Infested 624 inbred selections with leaf diseases
and screened them for resistance. Seventy-flve
inbred lines from the Corn Belt, Canada, Mexico and
Yugoslavia were introduced into the breeding
program for testing. The number of plots for experl-
mental line testing was Increased by 37 percent to
4,934, Industry participation in the NDSU public
testing program Increased by 16 percent {(number
of hybrids and 36 percent (number of companies).
Agreements and cooperative testing with private
companies will help determine the real potential of
NDSU lines In the marketplace.

The production of corn for grain has expanded
rapidly in North Dakota, providing corn for livestock
feading and a raw material for value-added indus-
tries. Key to that expansion has been the develop-
ment of corn varieties with good agronomic charac-
teristics for this region and good nutrient and
processing characteristics. Continued support for
this posltion will engure continued progress In
developing corn hybrids that are well-adapted to this
reglon and have qualities that processors want,

5 19992001 Coproduet Utillzation — 198,726

Two 3/4-time techniclans and four graduate students
have helped researchers Initlate studies to learn the
leeding potential of coproducts from sugar, corn,
bakery, polato, wheat and meat industries, In many
cases, coproducts of agricultural processing present
a waste management challenge for the Industry.
Research will reduce this challenge for processors.
The result wlll be reduced processing cost which

may translate into improved prices for producers.
The research will also provide a wider variety of
competitively priced feedstutfs for livestock produc-
ers. In one instance, early research with bakery
products has reduced the need for a processor to
pay for transportation and disposal of a coproduct
and provided a low-cost {eed for an area producer.

As the agricultural processing sector in the region
continues to grow, additional research will be needed
10 reduce waste management concerns and help
livestock producers take advantage of feeding
opportunities. At the same time, technology In
existing processing industries is changing and as a
result the composition and form of coproducts are
cihanging. An example: Molasses has long been a
coproduct of sugar processing and a staple in
livestock diets. Recent advances have allowed
processors to increase the amount of sugar ex-
tracted from molasses. New research Is being
conducted into the feed value of this de-sugared
mofagses. Study is also needed to adapt coprod-
ucts research from other regions to North Dakota
production and management systems,

) 19992000 Plant Disease — $178,747

Two graduate research assistants hired in the Plant
Pathology department and two in the Plant Sclences
depariment have speeded progress in the manage-
ment of wheat head blight and follar diseases.
Germplasm from the spring wheat and durum
breeding progtams have been assessed for tan spot
resistance. Support has also been used 10 expand
the scab screening effort with the goal of producing
scab-resistant wheats, Additional efforts have
contributed to research and screening of breeders’
lines lor resistance to follar diseases that have
caused $50 mitlion to $70 million In annual losses in
each of the past two years. The support has also
contributed to siudies on the basic blology and
management of sclerotinia white mold, a disease
that has caused more than $100 million In losses.

Contihued research Is needed to address these
serious threats and deal with emerging plant dis-
eases. An on-going research etfort in genetics and
breeding, fungictde application and Improved
management practices is necessary o reduce
significant losses.




q,l 1999-2001 Cropping Systems — $56,000

A research specialist is helping scientists at the
Carrington Research Extension Center continue to
glean valuab.a information from a long-term cropping
systems study Initiated In 1986, In large plots
managed using conventional equipment, researchers
are evaluating three four-year crop rotatlons, tree
thage systems and four strategles of nitrogen
fertilization, Data have Identified various strengths
and weaknesses assoclated with cropping systems
strategies. Some combinations of tillage, crops and
crop sequences have proven especially ditficult to
manage due to weed pressure and stand establish-
mant problems. Other systems have reduced
outside nitrogen inputs and reduced disease
pressures.

Cropping sysiems research Is a long-term invest-
ment that Is necessary to answer crop production
problems that are due to blologlcal factors that build
up over time. The blological influences of the
system, simliar to those experlenced by producers,
are just now becoming fully expressed and other

trategles have yet to be evaluated. Impacts of
‘estock enterprises on a cropping system and

iclent utliization of llvestock wastes are other

issues to be explored.

J3) 1999-2001 Cersal Quality — $172,327

A graduate research assistant In the Plant Pathology
department is helping to develop a system to
forecast wheat follar diseagse based on a prediction
of dally Infection period. A graduate researche In
the Plant Sciences department has also been
added. Researchers are learning how the bioclogy of
wheat and the tan spot fungus Interact. That knowl-
adge may lead to new control methods. An Entomol-
ogy graduate research assistant Is helping research-
ers study ways to control orange wheat bloasom
midge in durum wheat. Thelr sturlles may lead to
ways of Identifying genetic resistance to the pest in
durum and biological controls for wheat midge.

Although progress has been made, 0sses are
estimated at $60 million to $70 million annually from
foliar diseases. Development of the forecasting
system will allow producers to spray fungicides only
when necessary, reducing costs and impacts on the

'gvlronment. For the wheat midge, more work i

eded to batter understand the Interaction betwesn
the pest and durum wheal. The efficlency of the
screening process needs to be improved, and a
greatly expanded number o1 durum germplasm
gources need to be screenad for resistance.

14) 1999-2001 Livestock Production Systems
.— $186,306

Pabitra Dash, a post doctoral research associate in
the Animal and Range Sciences department, is
developing computer models for beet, swing and
sheep production that can be used by producers,
consultants and others to guide decisions on
management and Investments. Portions of the beef
model are in early stages of testing. Other research-
ers are assembling information that will be used in
the subsequent models. A graduate research
assistant in the Animal and Range Sciences depart-
ment is assisting with genetic information that will be
used in the model and Is interviewing bee! produc-
ers to gather production and management Informa-
tion. A graduale research assistant in the
Agribusiness and Applied Economics department is
studying the labor constraints in beel production
units. Another graduate research assistant In the
Agricultural and Blosystems Engineering department
Is evaluating methods of waste managemont in cow/
call opatrations to give cost impact results for the
beel production mode!.

As production systems change and new technology
Is developed, the production models will need to be
changed so that they can be used to help producers
make valid decisions. Also, the rore current and
detailed information that is used in the models, the
more accurate they will be.

16) 1999-2001 Swine Research/Dickinson Research
Extension Center — $66,500

This program supported a research scientist who
investigated how alternative craps grown In south-
western North Dakota can be used in swine r~''ang,
This work has Irvelved several commoditie |,
including field peas, canola, naked oats, barley, corn
and soyhean. Various combinations of alternative
crop commodities and traditiohal crop coramodities
have been combined with the various life cycles of
swine to produce recommendations for the swine
Industry. The work has established feed values for
thee.a commodities, leading to feeding recommenda-
tions and increased utilization of North Dakota
alternative crops. This research also supporied
aducational efforts within pork production in the

region.

This work is cumpleted and the program will be
terminated at the conclusion of the currant project,




As noted In a response from the North Dakota Pork
Producers, "The pork industry has under gone some
very tough limes resulting in fewer pork producers in
Nourth Dakota. Thereby making it less viable to
continue research at the center along with budget
restraints, The NDPPC very much apgreciate the
efforts that everyone there has made over the past
many years to help pork producers do better with
their swine operations.” The scientist is being
transferred to new responsibllities in the develop-
ment of a focusad beef cattle research program
witnin North Dakota.

17) 1999-2001 Research Extension Center
Enhancement -~ $189,302

This Initiative partially meets the need for new
equipment and maintenance on exlisting equipment
at NDSU’s seven research extension centers, Funds
are also being used for upkeep on new facilities
constructed at the Carrington, Hettinger, North
Central and Williston centers. Added funds also give
centers more budget flexibility so they are better
able to respond to local research needs.

18] 1999-2001 Insecticide Evoluation — $97,917

Continued support of speciallsts In the insecticide
evaluation program allows them to work closely with
regulatory agencles to obtain minor use approval of
both chemical and biological control agents, giving
produers broader options for controlling pests in
thelr crops. The program also supports NDSU's
grasshopper pest management research, The
program is important because many of the ¢rops
grown In North Dakota represent small markets for
farm chemical manufacturers. Often those manufac-
{urers are reluctant to Invest the effort required 1o
have thelr products labeled for such minor use.
Continued development of alternative crops and
emergence of new pests will require continued work

In this area.

19) 1999.2001 Sheep Research Program/Hettinger

. Research Extension Center — $34,200

Researchers are finding that properly managed
sheep grazing systems on rangeland can reduce
infostations of some weeds like lealy spurge while
contributing to cverall rangeland heaith, Continuing
this program ensures that new and exlsting sheep
producers will recelve new information on sheep and
grazing management. That's Imporant as many

producers initiate sheep production enterprises to
bolster farm income. Changes in the sheep industry,
like the shift from an emphasis on wool produclion to
meat production, consumer demand for sheep
products and integration of sheep into economically
and environmentally sustainable farming systems,
make continuing this program essential,

20) 1999-2001 Igrigated High-Value Crop
Production — $356,183

L

A new facully member in the Plant Sciences depart-
ment, Harlene Hatterman-Valenti, was hired in
September 2000. A technician in the depariment has
been transferred to this project. New research will
focus on - fentifying crops that can be yrown under
irrigation und determinirigy how to efficiently maxi-
mize yield quality and profitability. Designing
profitable crop rotations that fit into newly develop-
ing irrigated areas of the state will also be a priority.
A research speciallst at the Carrington Research
Extension Center helped deveiop a new research
site that has capabilities 10 apply precise amounts
of itrigation waler across more than 40 different
experimental zones. This 10-acre site will help
determine optimum applications of irrigation water
and fertilizers to grow high-value crops in North
Dakota. Experiments focused on potatoes, dry
edible beans, carrots and onions. Additional re-
search included crop cultivar evaluation trials on
producer flelds, grass seed production and plant
disease management studies. In Kidder County,
researchers developed a site to study groundwatsr
under irrigated potato production. An on-campus
laboratory wac improved to conduct extensive
measurements of sofl hydraulic and physical proper-
ties at the off-campus sites. Researchers are also
analyzing previously collected data to estimate
water use for potatoas In Willlams County. They are
also developing studies at Oakes on polalo planting
configurations and water quality. Additional efforts
focus on improved irrigation scheduling techniques.
A microbiologist hire 1 I the Plant Pathology depart-
ment is assisting In research on controliing late
blight and pink rot, diseases thal are paricularly
important In potatoes grown under irrigation, In 1998,
late blight caused about $78 milllon in damage to
the state's potatoes, a loss that would have been
much more severe if not for NDSU's diagnosti¢
laboratory and research program.

An expanding Irrigation agriculture demands re-
search-baged Intormation on ¢rop and variety
salaction, fertility praclicen and irrigation water




.anagement prac*ices. Producers and others are
alson requesting Information on the environmental

impacts of Irrigation. Continued support is necessary
to develop methods for disease control in crops
ralsed under frrigation, As this is a new research
effort, additional equipment such as planters,
harvesters and sprayers will be needed.

211 1999-2001 Potato Development — §203,155

Continued support for this research program ensures
a steady supply of new potato lines for breeding

while testing those lines for agronomic and process-

ing quatities. This makes sure that timely develop-
ment of hew potato varietles continues and that
those released to producers are free from cisease,
and well suited to growing conditions In this region
and to the demands of processors. Unlike commer-
ulat potato breeding efforts, NDSU heips provide
seed for potatoes that fill key niche markets.

1999-2000 Market Opportunities for
iotechnologically Enhanced Crops in
Borth Dokota — $100,000

This inltiative has allowed researchers to begin
assessing end-user markets for emarging geneti-
cally modified crops, their potential impact on world
commodity trade, and changes In marketing chan-
nels to maintaln product Identity. Support for a
graduate research assistant has aliowed researchers
to develop a model to datermine the values of wheat
to wheat processors in terms of end-use tralts. In
addition, wheat end-users have been stirvoyed to
determine Key tralts the deslre, The world wheat
simulation model daveloped at NDSUJ Is being
modified to predict trade and price eftects of
genetically modifled wheat. Researchers are also
complling policies and reyulations from around the
world relating to genetically modified crops. Re-
search determined the logistical costs and uncertain-
ties relating to genetically moditied crops. Highest
costs were assoclated with segregation and testing.
A conlerence addressing the economic, policy and
production aspects of blotechnologically enhanced
crops and livestock products for educators, declslon
makers, producers and agribusiness ls scheduled

for the spring of 2001,
‘dded research 18 nesded to expand the ablllty of

newly-developad models to other genetically modi-
fled products avallable tu Northern Plains growers.

Research is also necessary to identify optimal
contracting strategies for Northern Plains growers
and agribusiness. Researchers also plan lo investi-
gate consumer preferences concerning acceptance
of foods containing genetically cnhanced small
grains. Additional study is also necessary to exam-
ine the implications of alliances between universities
and agribusiness and other end-user institutions n
the development of genetically modified variaties,

19992001 Doiry Diagnostic Team Program
— $50,000

From June 1999 to May 2000, John Johnson served
as stalewide coordinator of this program which is
part of the NDSU Extension Service. Rachel
Retlerrath has served in that capacity since August,
Under their leadership and with help from Exlension,
diagnostic teams have been f¢rmed to help 47 farms
improve profitability by decreasing feed costs per
hundredwelight of milk from an average of $4.64 to
$4.33. Production of milk has also risen from an
aveiage of 18 50 pounds to 17,800 pounds per
cow. To date, 26 producers have set goals that,
when combined, will produce an additional $934,000
in gross revenue.

Roquests for diagnostic teams far excued the
avallabiiity of present program staff. The program
needs one facllitator for every 15 farm familias in
addition to the statewide program coordinator to
maintain the prog:am. With requests for assistance
from more than 60 additional farms, four facllitators
need to be added to meet the demand.

1997-1999/1999.2001 State Soil Conservation
Committea and SSCC Leadership ond
Envirenmental Law Education and District

manfs — 560,000

In 1997, the budget and management of the North
Dakota State Soil Conservation Committee was
incorporated into the NDSU Extension Service. Scott
Hochhalter transferred into the NDSU Extension
Service as soll ccnaervation coordinator and has
provided leadership for the committee as wall as for
the 56 soll conservation districts. As part of the
NDSU Extension Service, the N.D. State Soll Conser-
vation Committee allocates and monitors the techni-
cian grant program. Under the program, educational
training has bueen glvet to soll conservation supervi-
sors and clerks In leadership, consarvation law,
policy development and pers,onngl management,




A cpecial education effort is under way to train
supervisors and clerks in technology relating

to e-mail, databases and World Wide. Web
management, The NDSSCC has also developed
a Web page.

Consaetvation continues to be a major concern in
North Dakota as it relates to soil, water, trees and
other natural resources. The commitiee plans to
aggressively work with conservation leaders to
provide continued training and leadership.

19971999 Extenslon Crop Protection — $270,000

Janet Knodel was hired in January 1998 as the area
Extension specialist located at the North Central
Research Extenslon Center In Minot and has pro-
vided reglonal leadership in implementing new crop
produc.lon systems and their best pest manage-
ment strategles for Insect pests and plant diseases.
Her hiring signaled the arrival of entomology and
plant pathology expertise in western and north
central North Dakota. The Initiative has supported
research on agroriomic and pest management
practices like pest monitoring with Insect traps,
fertllity, plant depth or rate, and how these vartables
affect crop yleld, Numetous fleld crop tours, meet-
Inys. field days, scout schools aid on-farm visits
glve producers, crop consultants and others in the
Industry information about new alternative crops and
thelr best production systems. In addition, the
initlative ensures that producers have the latest in
new technology to combat pests and enables the
discovery and development of new cropping sys-
tems and pest management methods. James D.
Harbour was hired In November 1897 as an area
Extenslon speciallst at the Carringlon Research
Extenslon Center. He resigned In March of 1999,
Although the position has not been refilled, there Is a
continuing need for expertise to address crop
protection issuses In this area of North Dakota that
has a highly diverse mix of crops.

1997-1999 Crop Produciion Systems
u Weed Control — $140,000

Brian Jenks was hired In December 199} 18 a weoed
scientist at the North Central Research Extension
Center in Minot, Hig work assirted In a reglonal effort
to label a new herbicide In 1999 and 2000 to control

many economically important weeds in sunflower. He
is helping oblain needed weed control tools in other
crops such as crambe, canola, flax, pea, lentil,
chickpea and dry bean. Studies at the center
showed that high populations of Canada thistle were
reduced as much as 90 percent with pre-harvest or
post-harves! applications of Roundup. Reducing
Canada thistle infestations will reduce herbicide
costs and losses due to weed competition. The EPA
has granted approval of most products requested
for weed control in canola over the past two years,
removing a major roadblock to expansion of canola
production in the United States. North Dakota had
1.2 million acres of canola this year and produces 70
percent of all cancla in the United States,

» Wheat Breeding — $155,000

A second wheat breeder, Bill Berzonsky, was added
to expand breeding efforts in sawlly-resistant hard
red spring wheat, specialty wheats and hard white
spring wheat and to provide back-up for the existing
breeder. Previously, these three types of wheat
represented only a very small effort in the existing
breeding program. Benefits will be improved resis-
lance to sawfly, a pest that is expected to increase
in significance as reduced tillage becomes more
widespread. Wheat varieties for niche markets will
expand options for wheat farmers in the state. The
germplasm base In all these programs has in-
creasad significantly. A technician for the project is
supported by the N.D. Wheat Commission,

In 1999, “Argent,” the only North Dakota released
hard white spring wheat and 35 advanced North
Dakota lines were evaluated for vield and disease
performance at Cassellon and Prosper. in February
2000, selections were made from 750 segregating
white wheat pupulations grown in in New Zealand to
combine high quality, low disease and high yield
potential, Two advanced lines exhlbited significantly
highe. yleld than "Argent" in two of the four tests and
one line exhibited improved disease reisistance
across all tests, Twelve lines exhiblted bread-making
characteristics equivalent 10 or better than “Argent”
and one line for potential noodle products has been
Identified.

m Barley Research — $167,500

This Initiative supports the double-haplcid breeding
program that may reduce the iength of time needed
to develop new varieties by up to three years, The
program Is used primarily lor the Fusarium head
blight rasistance breeding etfort. Experimental




‘ar!ey lines have been developed with resistance to
septorla leaf blotch, a foliar disease that has had a

significant Impact on barley yields in eastern North
Dakota. Most funding is directed to one laborer and
for vomitoxin testing. As a result of the program,
good resistance to scab is on the horizon for barley.
In two-towed varieties, progeny from crosses of
more than 2,000 selections were screened for
fusarium head biight reaction at Osnabrock in 2000.
DON, or vomitoxin, testing helped identify “Conlon
as a cultivar that accumulates rulatively low levels of
the toxin In harvested grain,

Cortinued support is necessary to maintain the plant
bigseder's ability to collect Fusarium head blight in
the fleld and greenhouse and test for vomitoxin on
prospective new varieties. There is a continued need
for improved varieties with resistance to scab and

other diseases.

w Durum Wheat Quality — $125,000

A new cereal sclentist, Frank Manthey, was hired for
efforts in durum quality improvement, With the help
of a half-time post-doctoral research associate and
o graduate students, he is addressing the con-
erns of producers, millers, pasta processors and
consumers. He evaluated about 45 advanced lines
(815 samples) for grain, milling, semolina and pasta
quallty. He also evaluated about 650 erluygeneration
nursery lines per year for grain and semolina quality.
A primary focus Is to evaluale the quality of durum
lines beiny developed by the NDSU durum breeder.
Quality demands continue to change, and research
ls developing new tests that will allow for screening
early breeding generations for strong gluten, color
stabllity and reduced stickiness of pasta dough aivs
cooked pasta. Additional research focuses on how
agronomic practices atfect processing qualities of
durum wheat. The effects of herblcide treatments,
sprouted kernels and rainfall Just before harvest are
being studled, Manthey and his team are also
examining adjustments that can be made at the mlll
and the pasta processor that can improve product
quality. Finally, he Is studying pasta as a carrier for
healthiu! Ingredients such as flaxsead. North Dakota
produces 70 {0 V6 percant of the durum wheat grown
in the United States, and NDSU's Durum Wheat
Quality and Pasta Processing Laboratory Is the only
laboratory of It kind located al a university.

1997.1999 Volue-Added Research and Extension

e High-Value Crops — $189,000

With the help of a new Extension specialist, a part.
time research technician and part-time summer
labor, research and demonstration projects were
initiated on potato production for the french fry
industry to enable potential irrigators and potato
growers to economically raise this crop. MProducers
currently contract with two processors and grow
exclusive varieties for a third. Two $1 million potato
storagoe facllities are being constructed, and the
aevelopment of a processing plant is being consid-
gred, A pilot project Is linking the region's wheat
producers as preferred suppliers with food produc-
ers, In 1999, 1,500 acres of identity-preserved wheat
were grown under irrigation in the project that aims to
larget stringent quality specifications for lucrative
premiums, There is a potential for 50,000 acres or
mote of identity-preserved irrigated and dryland
wheat to be produced in the region for this market.

Additional value-added industries being investigatad
include deliries, alfalfa processing, liveviock feeding
and malting barley.

As a result of the irrigation initiative the Wililston
Research Extension Center conducted research and
demonstration projects on potatoss for the french fry
Industry, on Irrigated malting barley, on identity
preserved wheat and on value added safflower and
durum In partnership with the Montana State Univer-
sity Eastern Agricultural Research Center in Sidney,
Mont. The center has hired a half time research
technician and pan time summer labor for the work.
The Initlative also provided equipment for studying
high value crops under fleld conditions. The eco-
nomic impact of the Irrigation Initiative has begun
with added potato acreage, new potato storage
facllities and possibly a potato french fry processing
plant in the near future. lrrigated malt barley produc-
tion has increased from none to 500,000 bushuls in
1099 to an estimated 2 million bushels in 2000. An
Identity preserved irrigated wheat project has the
potential to enable MonDak wheat producers to
become preferred suppllers of identity preserved
whe at products to food processors. The initiative has
resulted In newly developed and Installed sprinkier
Irigation systems by area farmers.

Projects need to continue 1o attract and develop the
agricultural processing sector in the MonDak region.
Four 40-acre Irrigation systems are needed to
astablish (rrigated cropping systems regsarch in
Nesson Valley and a research technician Is needed
to assist In the new irrigated cropping systems

research.




w Bison — $100,000

The addition of a haif-time techniclan and sume part-
time assistance at the Carrington Research Exten-
slon Center has allowed work to progress on feeding
methods, efficlency and carcass value. Porticns of
the center's bison research facllity opened less than
a year ago and has only generated some observa-
tions to date with no studies having reached comple-
tion. Data from the bison rasearch effort may be
having an impact as more bison are being fed with
iiigher energy diets resulting In lower cost of gain.
Considering bison is a $70 million industry in the
state, modest improvements could have significant
effects on the feeding of bison bulls, Blson research
efforts have been conducted during the construction
phase of the tacilities through use of producer based
animals and facllities.

The feedlot portion of the facility developed with
initiative funding Is just nearing completion. A
continuation of the program is necessary if any data
is to be generated on blson nutrition, Producers have
no blological data on bison to base management
decisions 60 this project is vitally important to North
Dakota bison producers as well as those throughout
the Unlted States and Canada. This research facllity
is the focal point of an expanded bison research and
education program that will make the best use of
Informatior: generated from this project.

1995-1997 Potato Research — $173,000

The replacement of the breeder and the increased
Infuslon of operating funds resulted In a dramatic
increase In the number of potato lines evaluated by
the bresding program. In 1994, about 60,000 lines
were evaluated. Last yesr, 118,000 North Dakota
lines, plus 60,000 seedlings from Texas, Oregon,
Michlgan, Minnesota and ldaho vere tested here.
This increased evaluation effort will allow for the
more rapld development of red, russet and white
polato varieties for North Dakota seedsmen and
potato producers. For instance, a current top pros-
pect for future research has insect resistance, high
yleld capacity, and enhanced starch content along
with the superlor chlp quality for which North Dakota
potatoss are famous, High vigor is also common in
hybrids developed for late blight resistance. In-
creased operating and equlpment funds are necas-
sary to maintaln an efflcient and productive potato
research program.

19951997 Swine Extension and Research

Scotlt Carter was hired as swine specialist in Decem-
ber 1995 with tunding from this initiative. He estab-
lished swine nutrition research at NDSU relating to
non-conventiona! grain sources, He also established
an outreach program lor bringing swine production
technology and techniques 1o North Dakota produc-
ers, A technician was hired in December 1996 to
collect and analyze swine data for faculty members.
Carter left in July 1897, and Thomas Socha was
hired in October 1998, He has worked closely with
the North Dakota Pork Producers Association and
the Cloverdale Growers Alliance Cooperative to
improve and expand pork production in the state. He
is evaluating terminal sire lines for muscle quality
and is determining the muscle auality of pigs sold to
Cloverdale Foods to establish minimum standards of
quality that can be implemented by Cloverdale and
other packers.

19951997 Cereal Science — $367,000

One technician was hired to assist the hard red
spring wheat breeder and a research specialist in
plant pathology was added for screening wheat and
durum for scab resistance. These positions and
increased operating funds have allowed scientists in
hard red spring wheat, barley and durum wheat to
significantly increase thelr research efforts. They
have increased testing of exotic lines from Brazif,
Morocco, the Middle East, China and other locations.
A screening nursery at Prosper, N.D., was estab-
lished where lines can be subjected to heavy scab
infection. In 1999, 3,000 durum lines, were tested
there. Researchers use 7,800 hill plots to evaluate
advanced lines, segregating populations and
Introduced germplasm of hard red spring wheat
there. This nursery creates a scab epidemic by
Ihoculation and pertodic misting. Funds have also
allowed testing of durum wheat and barley lihes in
China during the off-season In an area where scab Is
an annual naturally occurring epldemic. In 1999,
researchers evaluated 2,000 durum accessions from
the world collection and 300 lines from the durum
wheat bresding prroject there. More than 500 barlay
lines will be tested there this season. An lrrigated
nursery for barley was established near Osnabrock.
More than 10,000 lines were screened for scab
resistance there In 2000. A shuttle breeding strateqy
Is being used In the barley breeding program.,
Resistant barley lines are Idantifled In the Osnabrock
nursery and then sant to China for rascreening.
Reslstant lines arwy then brought back 1o North
Dakula for further testing. Forecasting models for
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wheat foliar diseases have heen developed and
deployed for producer use. The wheat pest survey
conducled since 1995 provides information about
the crop condition, diseases and insects as well as
yelld and quality damage.

The threat of Fusarlum Head Blight and foliar dis-
eases continues with devastating losses occurring In
many locations. Continued efforts In the develop-
ment of resistance, spray techniques and forecast-
ing Is essential. In barley, scab-tolerant lines have
been identified, but continued research is needed to
develop agronomically acceptable vatleties.

This Inltiative also supports five graduate students
conducting Insect research, With support from this
initlative, improved aphid sampling plans were
developed to assist spring wheat growers and crop
consultants, Sampling guldelines were deveioped for
white grubs In continuous cropping systems that
gulde Insecticide application decisions. Researchers
are studying European corn borers to determine how
best to predict population levels and management.

Unlike the Corn Bell where two generations of
European corn borers is the norm, some European
corn horers have only a single generation in North
Dakota while others have two, complicating manage-
meni decisions. Researchers are developing man-
agement systems for controlling grasshoppers in
legume cover crops used in annual crop-fallow
rotations.

As production practices change and new technoio-
gles become available and as new insects invade,
insect challenges to quality cereal production
remain. BT corn provides a new opporiunity, but its
sultabllity and ecological implications to the reglon
need to be investigated. The orange wheat blossom
midge remains a problem. And the recent introduc-
tion of the cereal leal beetle to wesiarn North Dakota
show that we face the threat of new invasive pests.
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INDEPENDENT AUDITOR'S REPORT

Honorable Edward T. Schafer, Governor
Members of the Legislative Assembly

Mr. Neal Fisher, Administrator
ND Wheat Commission

We have audited the special-purpose statement of revenues and expenditures of the North
Dakota Wheat Commission for the two-year period ended June 30, 2000. This financial
statement I the responsibility of the management of the North Dakota Wheat Commission. Our
responsibllity Is to express an opinion on this financial statement based on our audit,

. We conducted our audit in accordance with generally accepted auditing standards, and the
standards applicable to financlal audits contained in Government Auditing Standards issued by
the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financlal statements are
free of materlal misstatement. An audit includes examining, on a test basls, evidence
supporting the amounts and disclosures in the financlal statements. An audit also includes
assessing the accounting principles used and ' ignificant estimates made by management, as
well as evaluating the overall financlal stateinent presentation. We believe thal our audit
provides a reasonable basls for our opinion.

The accompanying special-purpose financial statement was prepared to provide state decision-
makers, including the Senate and House Agriculture Committees, with a comprehensive
overview of the North Dakota Wheat Commlssion’s operations, The revenues and expenditures
are reported as discussed in the first Note to the Financlal Statement. This spedcial-purpose
financlal statement Is not intended to be a presentation in conformity with generally accepted

accounting principles.

In our oplnlon, the speclal-purpose financlal statement referred to above present falrly, In all
material respacts, the revenues and expenditures of the North Dakota Wheat Commission for
the iwo-year period ended June 30, 2000, in conformity with the basis of accounting described
in the first Note to the Financial Statement.




Our audit was made for the purpese of forming an opinion on the special-purpose financial
statement, including the notes thersto, taken as a whole. Other information included with this
report is presented for purposes of additional analysis and s not a required part of the speclal-
purpose financial statement of the North Dakota Wheat Commission. This information has not
been subjected to the auditing procedures applied in the audit of the special-purpose financial
statement and accordingly, we express no opinion on it.

In accorduiice with Government Auditing Standards, we have also issued our report dated
August 17, 2000 on our conslderation of the North Dakota Whsat Commission’s internal control
over financlal reporting and our tests of its compllance with certain provisions of laws,

regulations, contracts, and grants,

This report Is Intended solely for the information of the Governor, Senate and House Agriculture
Committees and management of the North Dakota Wheat Commission and should not be used
for any other purpose. However, this report Is a matter of public record and its distribution s not

limited.

) A

Robert R. Peterson
State Auditor

August 17, 2000
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STATEMENT OF REVENUES AND EXPENDITURES
For the Two Year Perlod Ended June 30, 2000

REVENUES:

Wheat Tax Assessments (Net of Refunds of $241,663)
Sale of Publications

Interest on Investments

Total Revenues

EXPENDITURES:

Salaries and Benefits
Operating

Equipment

Grants

Total Expenditures
Revenues Over Expenditures

See Notes to the Financial Statement. 3

$4,778,880
7,707
62,177

$4,838,764

$ 784,331
2,895,629
3,839
531,402

$4,215,101

$ 623,663




NOTES TO THE FINANCIAL STATEMENT
For the Two Year Period Ended June 30, 2000

Note'4 - Summary of Signlficant Acgounting Policies

The responsibility for this financlal statement, the Internal control structure and compliance with
laws and regulations belongs to the management of the North Dakota Wheat Commission. A
summary of the significant accounting policies follows:

._Re Ent

For financlal reporting purposes, the North Dakota Wheat Commission Includes all funds,
programs, and activities over which it is financially accountable. Tive North Dakota Wheat
Commission does not have any component units as defined by the Government Accounling
Standards Board. The North Dakota Wheat Commission is part of the State of North Dakota as

a reporting entity.

The North Dakota Wheat Commission was formed under North Dakota Century Code ( .JCC)
Chapter 4-28, to foster and promote programs aimed at increasing the sale, utilization and
development of wheat, both at home and abroad. The Commission disseminates reliable
Information on the value of wheat and wheat products for any purpose for which they are
valuable and useful to both processor and consumer. The Commission is to search for and
promote new uses of wheat and wheat products, to seek improvement of the export quality of
wheat, and to contract and cooperate with any person, firrn, corporation or association or with
any local, state, or federal department or agency for executing or carrying on a program or
programs of research, education and publicity. The Commission is responsible for and is

funded under a continuing appropriation.

B. Reporting Structure

The financlal statements Include all activities of the reporting entity as deflned above. These
activities are funded from fund 228, the Wheat Commission fund. The statement of revenues
and expenditures is a combined statement to give the users an overview of the agency's

activity.

C. Basis of Accounting

Revenues and expenditures on the statement of revenues and expenditures are principally
reported on the modified accrual basis of accounting, which is generally accepted accounting
principles (GAAP) for governmental fund types.

Under the modified accrual basis of accounting revenues are recognized when susceptible to
accrual (i.e., measurable and available). Measurable means the amount can be determined,
available means due and collectible within the current period or soon enough thereafter to be
used to pay liabilities of the current period. Revenues are considered available if they are
collected within 30 days after fiscal year end. Expenditures are recorded when goods or
services are received. Exceptions include: principle and interest expenditures which are
recorded when due; compensated absences which are recorded when paid; and, claims and
judgments.




There can bhe differences belween revenues and expenditures reporled on the state’s
accounting system and those reported by the Office of Management and Budget in the state's
CAFR In accordance with GAAP. Examples of these differences include:

1. L.oan receipts and loan disbursements are accounted for as revenues and expenditures on
the state's accounting system (and at times are budgeted as expenditures).

2. Revenue reported on the statement of revenues and expenditures can differ from GAAP
revenues because certain receivables are accrued for CAAP purposes while they were not
recorded as revenue on the state's accounting system when they are received after the

apply back period.

3. Certain transfers are sometimes recorded as revenues and expenditures on the state's
accounting system.

4. Expenditures recorded on the state's accounting system do not report expenditures relating
to capital lease and other financing arrangements.

D. Other GAAP Reporting Differences

GAAP financial statements would include a balance sheet by fund type and account group.
Revenues and expenditures would also be reported by fund type. GAAP financial statements
would also provide more complete note disclosures. This type of information is available in the
state's comprehensive annual financial report and the Office of Management and Budgel's

combining statements by department.

For this report, revenues and expenditures are reported on a departmental basis to give an
overview of the North Dakota Wheat Commission's operations. All revenues and expendituras

are included.

RPN
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Nota 2 - Other Significant ltems , ) NS

The North Dakota Wheat Commission has cash and investment reserves of $940,761. This
amount represents approximately 5 months of expenditures.




REPORT TO THE
2001 NORTH DAKOTA LEGISLATIVE ASSEMBLY
SENATE AND HOUSE AGRICULTURE COMMITTEES

BACKOROUND

The passage of Public Law 480 in 1954 was the Impelus for tha creation of many commodity checkolf
programs including the North Dakola Wheat Commission. The program authorized lederal monaoy lor
overseas market development If matched in par with producer dollars. Noting that Paclfic Northwest
states were using the program to promote while wheat, farmers In North Dakola decided that they, too,
needed a checkoff program to promote durum and hard red spring wheat. Legislative action established
the North Dakota Wheat Commission in 1959, Its mission? To stabllize and Improve the agriculiural
economy of the state by promoling, aiding and developing the orderly marketing and processing vf North

Dakota wheat.

Wheat producers finance the effort entirely themselves with a per bushel chackoff assessed at fime of
sale. The checkoff Initially was set at 2/10 of a cent per bushel and was last increasad in 1999 {o a full
penny per bushel, This brought North Dakota's assessment to a level identical to that of most of the 18
states that have wheat checkoff programs. To leverage funds contributed by North Dakota wheal
producers, the Commission partners with these states regionally and nationally to expand markets for

U.S. wheat.
ORGANIZATION

Wheat producers direct the North Dakota Wheat Commission through a grassrools approach. Producers
meet at the county level to elect representatives, who in turn elect six district commissioners. The
governor appoints a seventh commissioner from a list of nominees submitted by major farm and grower
organizations. These seven producers make up the board of commissioners. They develop policy and
programs, oversee thelr implementation and approve budget expenditures. Seven full-time, permanent
employees administer wheat checkoff programs and activities.

SUMMARY OF ACTIVITIES BY PROGRAM FOR THE 1999-01 BIENNIUM

Over the years, the Commisslon has helped build a strong reputation worldwide for U.S. hard red spring
and durum wheat. With this foundation to stand on, despite an extended period of fow prices in recent
years, North Dakota wheat producers have been receiving a significant premlum, The average North
Dakota price of $3.05 in 1999-00 probably wouldn't have pald the bills without government assistance,
but it Is definitely better than the average U.S. farm price of $2.55 per bushel. Looking at bread wheat
specifically, the North Dakota average tarm price for hard red spring wheat was 40 to 50 cents per bushel
higher than the average farm price for Kansas wheat during the 1998 and 1999 marketing years.

This price spread was partially due to the comparatively larger supplies of winter wheat during this period,
but having a core customer base for wheat from this region provided the extra supporl needed to prevent
even more devastaling price declines. Developing a customer base that in the last five years has
spanned 95 countrias in the case of U.S. hard red spring wheat and 33 countries for U.S. durum didn't
Just happen. The Commission’s efforts in the areas of export market development, trade policy and
Issues, research, domeslic promotion and public information all played a role.




EXPORT MARKET DEVELOPMENT

Muainlaining and increasing tho oxport markel for U.S. wheal 4 ossential since supphes not used o the
U.8. domostic marke! or shippod overseas sit in storage bins and woigh on pricos  This s why the Notth
Dakota Wheat Commission continues te invest tho majority of its hinancial and human resources in expot
markot davelopmaont for North Dakotn whoat

In carrying out its export promotion program, tho Commission works cooporatively with U.S. Whoat
Assoclates (USW). Producer invesiments In export market development through USW are matched on a
2-1 basis with funds from the Fareign Market Development and Market Promotion programs of tho USDA
Forelgn Agricultural Service and third-party cooparators. With offices in 15 overseas localions, USW
tallors Its marketing activities to suit local cultures and individual customor neads.

As the largest producer of hard red spring and durum wheat in the nation, the Commission complements
the in-country expertise of USW personnel with its own marketing statf and consultants uniquely qualitied
lo promole thase spaclalty wheat classas. Commission suppor ' { and work with the NDSU Coroal
Science Department and Northern Crops Institute, both in Fargo, and tho Whoat Markeling Centar,
Portland, round out the effort o provide customers with the information and services they need 1o
successlully buy and process spring wheat and durum.

Export market development in recent years, though not without its chalienges, has yioldod many rewards.
Here are just some of the examples:

¢ Hildebrandmilen, a milling company in Germany, made its firsl purchasas of U.S. dururm wheat in
1999 after its purchasing manager visited North Dakota's northwest durum production region as pant
of a USW-sponsored trade team.

+ Tho Moreto Flour Mill In Barcelona, Spain, has beon purchasing more and more U.S. hard red spring
wheat, using it at a rate of 25 percent In its milling grist, since its managing director visited eastormn
North Dakota In 1999 as part of an NDWC-hosled trade team. Sales to customers in Spain now
range from 8 to 10 million bushels annually, up from only 2 million bushels five years ago.

¢ Samlip Foods Co. and Shany Co., the larges! and second largest wholesale baking companies in
South Korea, have been using increasing amounts of flour made from U.S. hard red spring wheat
since participating In a demonstration and commercials tests that compared the performance of U 5.
HRS, U.S. hard red winter wheat and Canadian western spring wheat in making pan bread. The
aclivities were jointly carrled out by USW, the Commisslon and the Northern Crops Institute. Market
development efforts like this one and others are partly responsibte for South Korea being the fifth
largest export destination for U.S. HRS.

¢ China's National Cereals, Oils and Foodstuffs Corporation (COFCO) purchased 1.8 million bushels
of U.S. wheat, including 367,000 bushels of hard red spring wheat, early in the year 2000. The
purchase was significant because it resulted in one of the few shipments of wheat to China from a
U.S. Paclific Northwest port since a trade dispute began over TCK smut nearly 30 years prior. The
trial spring wheat shipment has since been sold to some of the mills in China and the response has
been favorable. Sales to China to date in the 2000-01 marketing year stand at 2.2 million bushels,
nearly double the level for the same period a year ago.

» Uzbekistan imported 1.4 million bushels of U.S. durum wheat since the beginning of the 2000-01
markeling year. The sale was made possible after USW, the Commissicn and the state’s
congressional delegation worked jointly to gain USDA approval to allocate an existing low-intetest,
long-term U.S. government loan to Uzbekistan for the purchase of durum.,




» Talwan's “lour Mills Association pledged to buy an increasing amount o1 U.S. wheal, much of whuh
is likoly to conlinue 1o be hard red spring, in 2000-2001 durnng a May 2000 ceromony with thi:
Commission and Gov. £d Schater at tho state capitol. Taiwan Is already the third largest export
dostination for U.5. HRS.

o Algeria purchased doublo the amount of U.S. durum in the 1999-00 marketing year as it did tha yoi
before, thanks In part 1o the lifting of U.S. governmant fravel restrictions thore and a renewed leve! o
lrade sarvicing by USW and the Commission. The culmination of efforts came in May when USW
brought a delegalion from Algeria’s government buying agency 1o North Diakota 10 gathor updated
information on the quality of U.S. northern grown durum.

» A 8ingapore bakery that provides buns 10 a well-known international fasl food business now knows
that it neads to use flour milied from U.S. hard red spring wheat to make a satisfaclory product. After
having trouble meeting the specifications of the fas! food chain, the bakery called a Singapore-basod
USW baking consultan! who suggosted using Hlour made from U.S. spring wheat. A series of baking
{rlals demonstrated that the buns made with good quality flour from U.8. whoat were far superior in
helght to those made from the Canadian spring wheat flour previously used.

* The Tablex Group, a large miliing group, In Mexico is taking advantage of the more abundant 2000
U.S. hard red spring wheat crop by purchasing nearly 1 million bushsls since Juno. The group
normally uses hard red winler wheat, but has boeen pleased with the performance of the lowes protain
(12.6 to 13.0 parcent} HRS it has been recelving. Representativos of Tablex visited North Dakota in
1894 after contacting USW and the Commission to arrange a scll-sponsorod educational tour of the
reglon's production, marketing and milling Infrastructure.

Looking forward. USDA projections for the 2000-01 marketing year show a 4 percent increase In
demand for hard red spring wheat and a 14 pertcenit increase for durum. The projected improvement in
spring wheat 115 Is primarily due to strong domaestic mill demand for higher protein conlent and increases
in Europe, Africa and Central America. For example, export sales to ltaly are currently up 50 percent
comipared to sales for this same perlod a year ago and United Kingdom purchases have tripled. Sales
are 15 percent highar In Africa and 25 percent higher in Central America. Efforts o educale customers
on using contract speciflcations 1o get the quality of wheat they want and on how {o buy U.S. wheat
absent the Export Enhancement Program have helped U.S. spring wheat producers regain some of the
market share lost in the mid-1990s.

In Asla, demand has been steady with exception of the Philippines, where sales are down 45 percent (10
milllon bushels) as a result of Canadian Wheat Board targeting in the last two years. Given the Philippine
situation and simllar targeting of key markets In other global regions, the Section 301 case (described
more fully in the next section) against antli-competitive CWB trade practices in third-country markets is an
essential tool in the North Dakota Wheat Commission's endeavors to preserve and build export markel
share for the state's wheat producers.

Markets opened through sanctions reform and removal of trade barriers need attention, Other
plans for the future include launching and Increasing the customer service presence for U.S. hard red
spring wheat and durum in markets that were previously oft-limits or restricted due to U.S trade sanclions
or superficial frade barriers. Market potential of varying degrees exists in Cuba, Libya, Sudan, Iran and
North Korea. Customers in some of these markets have grown weary of the price gouging they've
received absent U.S. competition and are eager for the chance to buy U.S. wheat. Others will require
considerable courting.




In Ching, now that the TCK ssuo is rasolved and U.8. spring whoat can be shipped via U.5, Pacific
Northwast ports, the Commission will be sonding an end-use quality export to meal with lucal mills. The
objoctive is to help Increase awareness of tho parformance of U.8. hard red spring wheat in compaitison
to tha Canadiun spring whoat these mills have been using.

Advent of biotachnology presenis opportunities and problems. Growaers aro boing chiallonged with
balancing tho production practices that will work on thelr farms with what customers will accept. The
European Unlon and rmany Asian countries will not accept products derived from hiotechnology. With
these concerns in mind, the Commission helped shape a USW biotechnology position statoment in 2000.
Thae policy assuros customers that U.S, farmars are not growing biotech-derivod whoat and that, before
they do, USW will work with all industry segments 1o develop a systom that onables customars to buy the
whaat they want. Meanwhile, the Commission has sirassed to Monsanto thal tho company nol jeopardize
oxports by releasing Roundup Ready wheat without cuslomer acceptance. The Commission Is also in
closo contact with North Dakota State University. Commissionars balleve it is in wheat producers' bast
intorest lo have the stale’s land grant university involved in devoloping biotech-derived variotios.
Advancing the science while keeping customers happy Is a balancing act. The dilemma demonslratos
why U.8. wheal producers need to do a beller job of understanding and explaining to customors and
consumers tho benelils of this technology.

Other projects on the books for 2001 include:

+ Sending NDSU's newest spring wheat breedor on a USW mission to Latin America 1o gather
information on the end-use quallty criteria of millers and bakeries thers. By assuring that fuluro
varlety releases meet customor needs, U.S. spring wheat producars should be batior positioned lo
contend with Canadian competition In this impoiant market,

o Parlicipating in the USW South Aslan Buyers Conterence, where the Commission will underwrite the
cost of have a high profile marketing expert highlight the features of the U.S marketing system that
allow customers to contract lor specific quality traits.

+ Helping Mexican wheat buyers determine the most efficient means of importing U.S. spring wheal by
analyzing the advantages or disadvaniages of shipping via rail versus ocean freight. The
Commission is also going to send an end-use quality expert to meet with two key milling groups in

Mexico.

TRADE POLICY AND ISSUES

Although most market development activilles are conducted overseas, the process actually begins in the
United States with support for a freer and fairer global market far U.S. wheat. This includes eliminating
export subsidles, ending trade distorting practices of government monopoly marketing boards, lifting trade
sanctions, resolving phytosanitary issues, tearing down superficial trade barriers and otherwise improving
market access for our wheat producers.

To accomplish these goals, the North Dakota Wheat Commission works cooperatively with U.S. Wheat
Associates, the Wheat Export Trade Education Committee, the National Association of Wheat Growers
and state grower and farm organizations. Together, we educate tawmakers and government leaders
about trade policles and Issues that affect the compstitiveness of Amarican wheat producers in domeslic

and export markels.




Constdarablo underbrush romains to bo cloared, but in the 1890-01 biennium U.S. wheat producers
working together have achieved many trade policy advances:

Widespread support puts Canada’s defacto export subsldies undor fire. The policios and
practicos of the Canadian Wheat Board and the government of Canada that influonce whoat oxports
to the United States and third country markots will ba subjoct 1o a thorough invosligation 1 2001 as a
resull of a Section 301 petition filed by the Norh Dakota Whoat Commission.

Documentod casa studias In tho petition from the Philippines, Vanozuela and other markets indicate
thal the CWB relles on an array of anti-compaotitive practices, such as price discounts, rebates and
bonus dolivarias, to capture marke! sharo,

The Commission Is ultimately raquesting short-lerm reliel from CWB trade distortions through
quantitative restrictions on Imports of Canadlan spring wheat and durum. The Commission will also
be seeking a long-term solution that addresses the Canadian government's monopoly ovar the
procurement and sale of Canadlan wheat.

The Commission's Section 301 complaint has gained overwhelming support from the U.S. wheat
industry, farm organizations and a bi-partisan group of 380 members of Congroess. The action is
viewad as lavarage for the United States that could bring Canada to the negotiating table In the World
Trade Organization. Current WTO rules are loose with regards 10 slate trading enterprises, Tho
Sectlon 301 Investigation could provide the push needed for progress In this area. It Increases the
possibility of success in the new round of negotiations and a new round ofters a way lo broaden any

disciplines that can be achieved through the 301.

Legal counsel for the Commission's Saction 301 action is Charles Hunnicutt, the same altorney who
successfully led the 1994 Section 22 investigation into imports from Canada. In addition to the
considerable time staff members spend researching the issue, assistance with the 301 case Is also
coming from USW; WETEC; Karen Feglay Reynes, consultant and former director of WETEC: the
Kantor team (more information provided below) and consulting economists.

U.S. wheat industry successtul in getting its priorities high on the U.S. agenda for the WTO
agriculture talks. The agriculiure commitiee of the World Trade Organization kicked off a new round
of agriculture nagotiations In March of 2000. The United States has since submitied a proposal calling
for the elimination of export subslidies and tariff rate disparities, but it also makes strong
recommendations o end the unfalr practices of exporling state trading enterprises.

To get this far and to ensure that U.S. wheat producer needs are addressed in the actual WTO talks,
a coalition of states, Including the North Dakota Wheat Commission, has retained former U.S. Trade
Representative Mickey Kantor, former USTR Special Trade Negotiator for Agriculiure Peter Schar,
and former congressional staff adviser Michael Punkse, alt of the legal firm Mayer, Brown and Platt,
Washington, D.C. The team has been Instrumental in the procesa so far and, more specifically, in
garnering support for the Corimission's effort to address the anti-competitive trade practices of the

Canadian Wheat Board.

Resolution of TCK dispute and PNTR for China means better access to 1.2 billion consumers.
The U.S. Congress and Presitdent Clinton approved the bill in 2000 to permanently normalize trade
relations with China when ihe populous nation joins the World Trade Organization. The North Dakota
Wheat Commission actively campalgned on Capitol Hill to pass PNTR, The law enables the United
States to beneflt from China’'s WTO accession agreament, which will aliow 7.3 million metric tons of
annual wheat imports al a 1 percent tarilt. The quota will increase to 9.3 million metric tons by 2004,
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With PNTR and the lifting of tho Chineso ban on impotts from U S Faaiic Nothwest ports, spang
whaal can now make its way to China for $6 to $10 por ton fess than via a Gult ongination

Trado sanctions eased In 2000, still room to improve, Heanng the veices of wheat producers andg
others who have long argued that unilateral trade sanctions are ineltective, Congross funthor cased
restrictions with Cuba, lran, Libya, Sudan and North Korea in 2000 and made (4 more difficull for
fituro presidents to impose food and mediclna sanctions, The bill's inlent is encouraging, howaever,
limits on travel, financing, and export programs and a continuing ban on Cuban oxponts to the United
Slales are slifling sales potentlal. Tha Comynission will work with national whea! organizations to
oncourage Congress to revisil the Issue and [ully end the outdatod embargo on Cubi.

U.S. regaining accoss to what may be the world's largest whoat import markot. Thanks 10 the
persoverance of U.S, Wheat Associates in working with USDA, Brazit lifled iis ban on hard red spring
and soft red winter wheat Imporis from the Uniled States in November. Rastrictions on hard red
winter wheat shipments originaling from Gulf ports had boen previously easad. Brazil imposed the
ban In 1998, citing concern with TCK smut disease. USW is still working to gain access for whito
wheat and durum and for shipments from other U.S. ports.

Brazll is forecast to be the world's largest wheat importer in 2000-01. With tho import restriction gone,
U.S. HRS might be able to overcome duly and location hurdles to tho Brazilian market. Brazilian
imports of U.S. whaat are subjoct lo a 13 percont duty, while nearby Argenting, as a party 10 the
MERCOSUR trade agreement, ships wheai to Brazil duty-free. Theo best opportunity for Aimurican
wheat producers is between May and Septombar, after Argentina's supplies dwindle and before
Brazil's harvest bagins.

Not participating In regional trade agreements has a cost. There aro 119 regional trade
agreemants ragistered with the World Trade Organization, over three quarers of them entered into
force (n the last six years, The role of these trade agreements should be to remove distortions in trada
between member countries. However, there Is some concern that these agreements are being used
to provide Improved access for the goods of member countries, while crealing new barriers lo goods
from non-member countries. The MERCOSUR agreement has crealed a Iremendous advantage for
Argentine graln sales. Demand that used lo be fulfilled by U.S. producers is now going Argentina's
way because high duties are being imposed on imports from non-membaer countries. So while
American tarmers have often felt that they haven't gained as much as they should have in {rade
agreements, the flip side Is that there are also costs assoclated with not participating in agreements.

An agreement to create the Free Trade Area of the Americas (FTAA) is expected by 2005. The aim is
to link 34 democtracies, covering nearly one-third of the globe. Tu complete the FTAA, American
farmers will likely want to return to the U.S.-Canada Free Trade Agreement {o fix some things that
were left out at the time. The North Dakota Wheat Commission, via its national affillates, will need 1o
be actively involved in the FTAA negotlation process.

Reasonable tolerance levels needed for biotechnology. Biotechnology products are coming down
the pike, whether farmers, governments or Greenpeace like them or not. In the case of wheat, it
appears as though blotech-derived varieties will be ready for commercial release as early as 2003,
Systems appear to be in place to handle questions of science and food safety. What we lack are
syslems {o deal with the marketing issues. The StarLink corn fiasco demonstrates the need to
segregate products and develop reasonable tolerance levels for products derived from biotechnology
in non-biotech products.
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The Wheat Expont Trado Education Committeo ig proposing a spacial itiativo to onsuro that whicat
industry issues are heard and intogratoed into current actions being taken by product developets,,
regulatory agencies and trada negotiators for entry of biolechnalogy products into inlernational and
domeslic trade channels. The WETEC projoct will provide information and creata a forum for shanng
information and training on the many facets of biotechnology for all involved panties.

Traneportation rates and service critical to N.D. producers. To assist in its offorts with regard 1o
transporiation rates and service, the Commission funds data collaction and dotaited studias through
the Uppor Groatl Plains Transponation Institute. With this information in hand, the Commission then
works to influence improvements, or at least to provent lurther slippage, in cooperation with the Noith
Dakota Graln Dealers Assoclation, North Dakota Public Service Commission and other farm and
commodity organizations. This pasl yoar, commants 1o the Surface Transporalion Board on rules for
appraving rail mergers and opposition to the proposed Burlington Northern Santa Fe/Canadian
National Rallway merger helped provent a marriage that appeared to offer no benefit to North Dakota
producers, The North Dakota Wheat Commission alto challenged the Canadlan Pacific Railway
about rate Inequilles thal exis! bolween southern Seskaichewan and norhwest North Dakola to
simlfar U.S. destinations. The Commission also achlevad success in encouraging BNSF 1o devetop
through rates from North Dakota to Mexico, which is already providing marke! opportunities for North
Dakota producers. Finally, the Commission supported etforls to defeal a Michigan Senate bill that
would have in¢reased shipping costs through the Great Lakes.

in the upcoming year, the NDWC will continue to monilor issuegs surrounding rall merger guidolinus,
rall rates, shuttle lralns and shortlines. Togathet with the national Alliance for Rall Competition, North
Dakota interasts and our congrassional delegation, we will push for a stronger rall regulatory agency.
This will either be achlgved with more adequate funding and authorization of powaers to the Surfaco
Transportation Board or even by moving rail oversight to the Department of Justice.

RESEARCH AND CUSTOMER SERVICE

The North Dakota Wheat Commission and North Dakola Barley Council parinered in 2000 in a successful
campaign to secure an additional $750,000 for cereal crops research at the USDA Agricultural Research
Service lab on the campus of NDSU. The funding, included in the FY2001 Senate Ag appropriations bill,
will help to develop remedies for existing and emerging diseases. Of the amount, $150,000 is to fully fund
exlsting projects, $300,000 Is to fill a vacant wheat geneticlst position, and $300,000 is 1o hire a

wheat/barley pathologist.

Ancther exclting development in the current blennlum Is the fuli staffing in the NDSU Cereal Sclence
Department. Funding in previous legislative sessions mac'v it possible for the department to restore the
durum quallty research poslition and most recenily, to hire an extension wheat quality speclalist. With
these faculty members [n place, the depariment Is going to be In the best position In years to screen
prospective hard red spring, hard white spring, durum and hard red winter wheat varisties for end-use
performance, to conduct new and innovative research on end-use issues, to communicate with producers
about the quality performance of the wheat they grow and 1o assist in educating customers about their
end-use advantages.

In addition to state and federal contributions for wheat research at North Dakota State University, the
Commission’s checkoff invesiment in the 1999-01 biennium Is expected to total slightly over a half million
dollars, Support from the Commission would have been even greater had it not been for the smaller crop
and reduced checkoff revenue In 1999, which forced cuts in nearly all program sectors. For a complete
listing of projects recelving checkoff support, see page 8 of the Commission's 1999-00 Annual Report
(included).
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Horo aro a fow highlights from projects fundod in 1494 Q0

First scab-realstant whoat varlety with good procossing characterlstics relonsod. Noi
Dakota's wheat chockoll dollars help support the hard rod spring, durum and hatd whito sping woeat
braoading programes at NDSU. A major focus i the 1990s has hoon on doveloping resistince in whoal
variotios to Fusanum head blight (FHB), or scab. The fungal disoaso has causod crop lostes i the
billions of dollars. That's why tho reloase of Alsen In 2000 ss such a victory. This new hird red spring
whoat varlety shows bottor scab resistanco than all other varietios available AND its milling and
baking performance is average to good, Alson Is the culimination of research that stanoed in 1986
whan genelic rosistanco to scab was introduced into NDSU germplasm through a vanely from Ching.
In the pursuit of scab resistance, the Commission has always strassod that quality nol bo sacnliced |l
would do producers no good to have a disease hardy vatioty without accoptanco from customers.
Alsen should be commorcially avaltable to tarmaors In 2001,

Davoloping resistance to scab in durum is proving to be moro elusiva than in spring wheal, but the
NDSU durum breading program has reloased saven new varielios in the last live years from whuch
growers can chooso: Lebsock and Plaza (1999), Maier and Mountrail (1098), Bolzer (1997), Ben
(1996), and Munich (1995).

Double-haplold breeding technique hastening the release of important wheat varieties. NDSU
researchers estimate that (heir use of a new breeding tachnique will speed the relaasa of specially
whoat varieties by one to two yaars. Known as double-haploid production, the technique involves
pollinating selecled wheat plants with malze, rescuing the devaloping embryo on artificial media, and
chemically doubling the chromoesome number of the plants.

With support from the wheat checkolf and the state's Agricultural Research Fund, NDSU's wheat
braeding team s successfully applying the technique to red and while spring wheat lines produced for
scab rasistance, high protein, and noodle quality. The seed from thase double-haploid plants was
planted In the fall 2000 greenhouse and in a wintor nursery in New Zealand to Incroase soed, which
will then be screened for agronomic performance in the spring 2001 field nurserios,

The technique Is already rapidly advancing wheat lines that carry traits of major importance to North
Dakota producers. NDSU scientists are also working to Improve the technique to increase the number
of double-haplold plants that can be produced sach year.

Molecular markers help separate good from bad traits in durum wheat. Durum is highly
susceptible to Fusarium head blight (FHB), commonly known as scab. The main sources of resistant
germplasm for durum come from a wild relative that also has many undesirable traits. By isolating the
molecular markers linked to the resistance genes, NDSU researchers hope (o reduce the lenglh of
time and the costs associated with breeding for scab resistance.

With support from the state's Agricultural Research Fund and the wheat checkoff, NDSU plant
sclentlst Dr. Shahryar Kianlan has made signiticant progress in Identifying the scab resistance
markers in durum, He has identlfled PCR markers closely linked to the resistance gene on
chromosome 3A. This marker has already been used to evaluate a double haploid population and the
material was grown in the field for disease evaluation. If successful, these markers will be used in the
new Molecular Marker Lab at NDSU for use in screening larger breeding populations.

Research aims to transfer scab resistance from wild relative of wheat to HRS. Wilh support from
the Agricultural Research Fund and wheat checkoff, researchers are also crossing wild tetraploid
wheat that grows naturally in the Middle East with hard red spring whealt lines from North Dakota.
They are evaluating the progeny for resistance to scab, markers linked to resistance and for the
transfer of undesirable genetic material.
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Wheal diseaae forecasting system expanded in 2000. Gonetic resistance is tho bost way 1o
combat scab and other diseases, bul fungicides can ba cost offactiva in the inletn. To help farmer,
know il and when they should spray, the Commission 15 invosling wheat chockolf funds i an NDSU
forecasting system for scab, tan spot, leaf blolch and, for the first time in 2000, teal rust. Tha system
was oxpanded into Carrington and Dovils Lake togions in 2000. Farmers can accuss the resulling
information through a toll-freo phone number or NDSU web site. Fungicido tield trints show that by
following tha suggested disease managoment systom, farmers can effectivoly supprtoss disoaso and
Increase yiold.

DOMESTIC PROMOTION AND EDUCATION

Almost half the demand for the U.S. hard red spring wheat and two-thirds of the domand for U.S. durum
comes from right here in the United States. To strengthen this imporant market, the North Dakota Whoat
Commission promotes the consumption of broad and pasta in cooperation with the Wheat Foods Council
and, untll rocently, the Natlonal Pasta Associatlon. Tronds in per capita flour consumplion (a) 147 pounds
after an almost steady uptrend since 1872) indicate that collectively much progress has baen made, bul
the wheat industry can't stop now. Antl-carbohydrate fad diets maka it more important than ever {0 sproad
the word about the benefils of bread and pasta.

Wheat Foods Councli continues strong. With almost equal suppor from industry and producers
vla state whoat checkoffs, the Wheat Foods Council works to increase the consumption of grain-
based foods through nutrition, education and promotion programs. In 1999-00, the Councll conlinued
to pro-actively confront fad diets that give carbohydrate loods—like those made from wheal--a bad
rap. As par of this effort, the Counclt developed a whole new ling of accurate nutrition information
and put it In the hands of physiclans, nurse practitioners and other health and opinion leadors.

The Council also commissioned a research paper in 2000 by Dr. Joanno Slavin, a professor in the
food sclence and nutrition department at the Univarsity of Minnesota. Titled “The Funclional Benelits
of Graln Foods," the paper underscores the Importance of grain foods In lowering risks for heart
disease and cancer. The paper also touls the benefits of enriched grain foods, phytochemicals (non-
nutrient plant chemlcals that contain protactive, disease-preventing components) and antioxidants.
The Councll distributed the paper to 750 editors at newspapers, magazines and wire services
nationwlde.

This and other media relatlons efforts by the Council in 1999-00 garnered almost 800 million media
Impressions In 1,825 newspapers nationwide, 125 consumer magazines, 45 Industry trade
publlcatlons, 21 health and nutrition trade publications, and 14 online and wire services.

Needed: A nationwide generic promotion program for pasta. Citing a lack of participation by
major manufacturers, the National Pasta Association folded its product promotion program and
closed its Washington headquatters in 2000. The association Is maintaining its government relations
and lechnical affairs services to members through its general counsel and Is contracting with a
management company for organization of its annual meeting. The changes in the NPA leave a wide
gap in pasta promolion at a time when anti-carbohydrate diets are still a fad and retail pasta sales are
flat. These trends have the Commission concerned about the long-term effects of a void in pasta
promotion on the durum industry. With suppon from pasta companies, It's possible that the Wheat
Foods Council might be able to focus some speclal promotion efforts on pasta, but it may not be the
same as having a concentrated pasta program. The Commission is planning to look at options for
rejuvenating a natlonwide generlc promotion program for pasta, uslng checkotf dollars as leverage to
bring pasta manufacturers back to the table for a united industry effort,
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+ In-slate activities ralse awarenoss about broad and pasta. The majonty of the North Dakota
Wheat Commission's budget for domastic promation is focused beyond North Dakoti' borders, whoie
the population contors yield graatar retuins. Howover, tho Commission does conduct an annuil pasta
rocipe conlast for home cooks and a "Broadwinner' contest for Noth Dakota restaurants. We also
coordinato "Pasta Lovers' Weak in Morth Dakota” during the fast wank of October (includas a
slatawido madia promolion and is timed 10 coincide with Nalional Pasta Month and World Pasta Day),
and "Bako and Take Day” the fourth Satuiduy in March. In addition, the Commission axhibits at top
consumar and nulrition leador evenii and provides educational matortals for schools. Porhaps tho
mos! succossiul educational effort that the Commission has bean involved in s the Living Ay
Classroom events for fourth graders in Minot and Fargo.

PUBLIC INFORMATION

Linking producers with thelr customers, The variotios that farmors chonse o plant and thoir
production, harvest and storage practices alfect the quality of wheat that customers raceive and thoir
abltity to make the doslred product{s) from that wheal. In recont years, U.S. Wheal Associates and tho
Commission have baen working to address several quality compelitivanoss issues including cleanlinass
and conslstency in milling and end-use performanca. The Commission has been working 1o providoe
growers, grain handlers, and wheat breeders with impontant information about the needs of customors
and how Norih Dakota wheat compares with competing whoats. This information has been provided
through a number of aricles in the Commission's Dakola Gold newsleltor as woll as through face-1o-face
meetings, In July 2000, the Commisslon held a seminar for elevator managars and in January 2001, the
Commisslon will participalo in a serios of NDSU Exiension Service schools on producing and marketing

qualily whaat.

Investors want to know about performance. Tho loaders of any checkoff program walk a narrow line in
spending producer dollars fo communicate with producers. The North Dakota Whaat Commission would
rather not spend money “preaching 1o the cholr,” but al the same time, commissioners recognize that their
follow producars cannol be expected o fund and support a program unless they are informed about tho
resulting activities and progress. Thus, to keep producers updated on expor market davelopment, trade
[ssue, research and domestic promotion inillatives, the Commission publishes an annual report and an
almost monthly newsletter called Dakota Gold. The Commission also distributes regular statewide news
releasas, provides speakers for many ag-relaled meelings and coordinales informational conferences for
producers, Nearly 200 producers, elevator managers, extension personnel and end-use customers have
been attending the annual NDWC Crop Outlook and Issues Forum in Minot during November. NDWC
county representatives also value their annual meseting for the opportunity it gives them to remain updated
on Commission activities and to provide input and advice.

All North Dakotans ultimately have at least some need to know. Because income from the production
and sale of wheat continues to be a driving force behind North Dakota’s economy, the Commission
belleves that all North Dakota citizens have a vested interest In knowing something about the
opportunities and threats in the wheat indusliry on a state, national and global basis. Thus, some of lhe
Commission’s communication efforts are dual purpose, aimed both at producers and the general public.
Included is a series of Wheat Report radio announcements aired three limes per week adjacent 1o
commodily market or farm reports, The Commission is also experimenting with a six-month run of
television announcements.

Web site serves multiple goals. The Commission's web site Is providing useful information lo several
audiences Including customers, consumers, educators and producers. Since its launch in August of
1998, the site has attracted an almos! steady increase in visitors. Statistics tor October 2000 were the
most positive 1o date, More than 6,400 user sessions were logged by 3,380 individua! users for a {otal of
more than 280,000 hits, The site features basic information about hard red spring wheal and durum,
Producers and buyers from around the world are downloading crop quality stafistics. Between Apnil and
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October, a weekly report on crop progress and conditions Is available. Other components include industry
news and, more than 200 recipes for bread and pasta, plus educational stories and activities for children.

Future plans. The Commission is planning to survey producers 1o determine awareness of and support
for the North Dakota Wheat Commission and the programs conducted with the wheat checkoff, The
results will guide the Commission in its budget decisions and help identily the most cost-elfective means
of communicating with stakeholders.

ADMINISTRATION
Revenue collection. The Commission collects the checkoff from first purchasers on a quarterly basis.
Revenue collections basically match production estimates after allowances for seed, feed and storage.

Refunds, Growers who don't wish to support the work of the Commission may request a refund of the
checkoff within 60 days after they sell their wheat. In fiscal year 1999-00, the Commission granted 1263
refunds accounting for 6.9 percent of revenue or $132,331. The smallest refund was $0.55, the largest
$2,127.96 and the average $104.78,

Actual and projected financial situation in 1999-01 blennium. Several program areas were stifled in
fiscal year 1999-00 when reduced wheat acres, prevented planting, increased acreage abandonment and
poor ylelds combined to lake a 22 percent bite out of production, Revenue totaled $2.2 million, down 16
percent from the previous year, despite a two-mill increase in the wheat checkoff that went into effect July
1, 1999. As a result, the Coimmisslon reduced its special export and domestic promotion efforts for spring
wheat and duruim, it avoided new research projects, and tightened the belt on its producer information
efforts. The larger crop in 2000 has made it possible for the Commission 1o restore funding to these key
program areas. Still, the Commission's projected ending balance on June 30, 2000, is $887,900, less
than the amount required to cover fivea months of expenditures. This puts checkoff-funded programs in
real jeopardy should there ever be a crop disaster like that which occurred in 1988,

Projected Budget for 2001-03 Biennium. The revenue projection for the next uiennium (included with
this submisslon) assumes a slight increase In planted wheat actes at 10.4 million, harvested acreage at
9.6 miilion and an average yleld of 31 bushels per acre for total production of 298 million bushels
annually. Subtracting roughly 20 million bushels for seed and fead use would put gross revenue at
$2.776 million In each fiscal year.

Under this Income scenarlo, the Commission will maintain full membership in U.S. Wheat Associates
(state assessments based upon previous five-year production average) and will supplement this
involvement with additional projects specifically geared 1o the promotion of hard red spring wheat and
durum. Other endeavors will include continuing as a full member of the Wheat Foods Council and a
campalgn 1o rejuvenate a natlonwide generic pasta promotion program by offering checkofi funds as
leverage lo attracl Industry contributions. Contingencles are also Included for new and unanticipated
needs In the area of wheat research, In the area of trade policy, the Commission's Section 301 case
should reach closure In the 2001-02 fiscal year, but trade policy needs will undoubtadly continue as
negotlations proceed on the WTO agriculture agreemant and the Free Trade Area of the Amaricas
Agreament.

If you have questions or concerns aboul the wheat checkoll program, please conlact the North Dakota
Wheat Commission, 4023 Slate Street, Bismarck, ND 58501-0690, phone 701-328-5111, e-mall:
ndwheal @ndwheat.com. For additional information, please refer to the printed annual reporis included
with this submission,




NORTH DAKOTA WHEAT COMMISSION
Bismarck, ND

STATEMENT OF PROJECTED REVENUE AND EXPENDITURES
For the Bienniums €nded June 30
UNAUDITED

Prepared by the Nonh Dakola Wheat Commission

1999-2001 2001-2003
Biennium Bignnium
Beginning Balance $209,051 $887,000
REVENUES:
Assassment Revanues Collected from 1st Purchasers $4,984,643 $5,552,000
Less:

Refunds Pald to Producers ($294,097) ($327,568)
Net Assessmoent Revenuo $4 690,546 $5,224,432
Interost Income $60,510 $67,395
Promotional sales/misc. $4,096 $3,350
Tolal Ravenue $4,755.152 $5,295.177
Expenditures:

Program Expenditures:

Administration $385,067 $421,270

Domaestic Promotlon $449,584 $550,836

Export Marketing $1,606,457 $1,726,764

Trade Policy & Issues $1.172,7214 $1,124,660

Research/Customor Service $801,042 $941,069

Public Information $424,803 $484 582
Less accruals 1o 97-99 Blennium {$63,371)

Total Exponditures $4.776,303 $5,249,180
Revenues Over (Under) Expendituros ($21,151) $45,097
Ending Balance $887,900 $933,897

(4.4 mos. eéxpendiluros)

(4.3 mos. expendilures)




