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Rep. Brusegaard - District 19; 1B 1430 is before you this morning and the last two sessions |

have looked at a Tot of ditferent ways to approach this. As you can see this deals with 10-06,1-09
which is the provision that altows corporations to engage in the business of farming or ranching
provided they meet certain requirements. Those requirements in cusrent code limit operations (o
fifteen sharcholders or members, And then there is a wealth of verbiage that strictly defineates
that those members must be related to other sharcholders by blood or marriage, When |
approached this legislation T wanted to make a small change, to fifteen members that weren't
related. As you can see on this bill before you this amounts to a substantial portion ol the
language in the code, Think about that, the only thing we are changing from what currently exists
is the fifteen members don't necessarity have to be related by blood or marriage, This would
allow myself' when T am in need of capitol to have a friend of mine invest in my farm, | have

tricd to be as careful as [ could to address the concerns of people opposed to this legislation, One
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of the things we did is make the principle sharcholder actively involved in the operation of the
farm. The majority sharcholders are making the decision on planting and production. This is to
insure that the people who have invested the majority of the money take an active interest in how
the farm is run, The bill is fairly self explanatory. A couple of things you can look at - this
legislation will give farmers more access 1o cash and yet protect the farm, We need to find a way
to arouse capitol. The other thing, 1 used the fanguage that the principle sharcholder must be
actively engaged in the operation. 1 wouldn’t be opposed to the language that the majority
sharcholders need to reside on the farm or ranch, 1t seems to me we spend 4 lot of time trying (o
find bail capitol for agriculture. Most of the time it is in added value production. These people
need capitos G 7 is the vehicle that would allow them to get it. People today will oppose this bill
and testify that it wa, lead to bigger und fewer farms in ND. Has the current corporate farming
law kept us from having bigger and fewer farme? Stronger rural communities? The current
corporate farming law serves one purpose and that is 1o provide a false sense of security in rural
ND. We need to become proactive to farmers. We need to protect from large corporate interests,
I think the legislation before you does that, 1 will stand for guestions,

Rep, Lemicux: In the last few years we have seen a rapid expansion in the pork industry in
Manitoba. Are you familiar with, have corporate dollars been involved in that?

Rep. Brusegaard: As many of you are aware, | dealt closely with the pork industry last year, The
hog industry in Canada has grown proportionately greater beesuse of partnerships with
corporates, [ think that while this bill will make it casicr for hog operations to compete with

Manitoba, | also believe that they can do it now if they want to, They partner with people higher

up on the ladder of production. | hate to look at this bill as strictly helping out large anima)
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feeding lots, it is targeted more for the individual farmer or rancher like myself, [ think itis tragic
the amount of growth in Manitoba,

Rep. Mueller: 1 understand why we want to become involved in corporations such as this given

what we have in terms of our ability to generate income of those farms. 1 think the fundamental
issuc here is the value of our commodities, [ am not so sure that this vehicle will begin to address
this issuc,

Rep, Brusegaard: 1 am not going to stand up here and tell you that this legistation is going to

make agriculture in NI a fantasy, but 1 think it will bugin to address one problem we have which
is acquisition capitol. Another problem is the production Tevel we have experienced over the last
cight years, | think that there are people who would like to be involved with the process and are
unable to own a farm themselves. Some investments made might not necessarily be returned, |
think it is a viable alternative.

Rep. Bergs One of the things you suggested was taking a look at the structure of the corporation,
That alt members muast be individuals vather than corporations under that, Do you feel that would
accomplish what you are personally trying to do, bring that capitol in and yet you would become
the corporation. Is that something you would like to explore further.,

Rep. Brusegaard: That would accomplish all that could be accomplished, my goals could be
nccomplished, It would be the first step in moving ND Ag forward,

Roger Johnson - Commissioner of Agriculture; 1 am here to oppose HEB 1430, (See writlen

testimony).
Rep, Berg: On page three of your testimony you talk about economic concentration and on the
fourth line down you say it will ultimately will increase and create higher prices for food, H food

prices went up 30%, wouldn't that be good for our future?
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Johnson: It would if our producers got the money, but the point behind the cconomic
concentration, what really happens is it is not about deficicney, it is about power. Power means
you can extract more of the price from the marketplace for that corporate bottom fine. The result
of which you drive prices lower, 11 in fact higher prices for food results in higher prices for
producers | would say yes. But, the evidence indicates that is not the result.

Rep, Berg: | fail to make that connection totally, if' economic power drove the price of meat up
50% on the retail shelf, That would create an opportunity for independent producers to sell
directly to meat packing plant, or whatever,

Johnson: Meat is a good example. 1 the corporate entity that is selfing the meat into that meat
case is the same one that is buying the beef from individual producers and their bottom line is
driving their decision and they are able to put a higher price only because they have become a
sole supplier which is ultimately a goal, @ monopolistic supplicr and arbitrarily set prices where
you choose that is economic power. That same cconomic power get exercised against those from
which they purchased that beef to begin with,

Berg: Than that monopoly and the other producers would have their product on the shelves next
to the higher priced product and there would be a benefit to that, My question is, what programs
have we done in the last eight years that have put capitol into farming operations. Or that are not
alone?

Johnson: Two sessions ago, we did some substantial rewrite of limited Hability ownership
provision for the very reason.

Berg: The question is what good has that done?

Johnson: I think it has helped. We are seeing more value added ventures as a result of that, 1t has

been o tool and is being used. You ought to be considering another tool that can move us in that
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direction. ftis important for us not to forget that the ultimate issue we have is the issue of prices.

But simply providing capitol in the absence of profit, you can debate for a tong time if that does

you ahy good, unless you buy into the cconomic power argument.

Rep, Mueller: 1t strikes me that we would certainly at a minimum be changing the definition of

family farming, Now, the family farm issue [ think has been received refatively well by the
public in this United States. That has some influence on the kind of distance that we have
managed to get. | guess | would have 1o comment, if we are not longer a family tam, do you
believe that will have some implications and some ramifications for Federal farm policy. We are
talking about capitol and if the Federal government hadn®t been in my operation in the last fow
years, T wouldn't be farming. ‘That is where | get a lot of my capitol, My question is if we ate no
longer family farms, are we going to be considered something different by the Federal

. government?
Johnson: 1 think all of you weould acknowledge that there are a lot of people showing up for these
hearings that miy have some impact on how you tend to look at legislation, | say that in support
of the point you're trying to make that there is public confidence ana a good feenng towards the
fumily farm system ot agriculture. You are more likely to get some farm policy that is benelicial
to those producers, H you move away from that structure, and simply have corporate agricolture,
the likelihood of getting public support would diminish,
Rep Berg: fin fact this L.l would be amended to require the share holders to be individuals and

not other entities, how would that difter from our LLP*s that you indicated were helping out in

ND?




Page 6

House Agriculture Committee
Bill/Resolution Number HB (430
Hearing Date February 15, 2001

Johngon: | would have to look at the amendment. It is instructive for us to remember the
experience | related at the onset of my testimony. We spent days trying to get our arms around
some sort of amendment,

Rep. Berg: We are talking about an amendment that would basically set up the same thing as &
LL'T, only it would be called a corporation. Would we not?

Johnson: What is the point of it. What's the point of the change?

Rep. Berg: So you would support that?

lohnson: I don’t think 1 said that, | said what is the point of changing something so it provided
you ho more eligibility or tools than are already in existence?

Rep. Berg: The taxation would be different on it?

Chairman Nicholas: Most of the LLTs are still one man, one vote, You can have different types

of investment levels, but it is still one vote whether you have $100 or $100,000 investment, Or 4
corporation the voting structure follows. Proponents of HIB 1430,

Brian Kramer - ND Farm Burcau: We support HB F430, (see written testimony),

Rep, Onstad: Make note that for ventures that intuitive seed investment capitod is needed [am
assuming you are referring to value added ag parts. You are asking for some outside individual to
make an investment for him in the value added process, 1s that correct?

Kramers Either that or in the production side of'it,

Onstad: So isn't it value added, dont we already do that now?

Kramer: There ate a number of values that are available, But taking o Jook at that and in
responding in some part to Rep. Mueller's question, that when commodity prices are so fow, why
would someone want to invest in something like this. One of the things that can help when prices

are so low is the cconomy of scale. 1 you are getting a $1 a head fro the beef you rajse, profit, if
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you raise enough of them you can cek out a living, I 1 invest in a project like this at some point
those beet cattle will be worth a Tot more at some later date, and [ can recoup my investment and
make some profit. 1 think that is what this bill will allow,

Rep. Lemicux: I would like you to answer the question, to what advantage is this overan L1

Kramer; | guess from my standpoint it would allow me an opportunity into something by being o
stlent partner, 1 think it will provide some other opportunities, That is what we need in
agriculture today.

Paul Beeker - Farmer: T am here today in support of HI3 1430, At this time there is alrcady out of

state interest in buying farmland, With the Timits of this bill, T think it only gives ND farmers
atother option to set up farming,

Rep. Mueller; Who would come inand be involved in this operation, I we don’t see any of them

on the horizon, why would we want to do (his?

Becker: 1 guess referting to Rep. Brusegaard that maybe o doctor or attorney that had a farming
background that isn't looking for big cconomic dealts. Just wanted 1o be involved in something
like that, The other thing is we have been taught to buy fow and sell high and 1 guess this the
time to get in,

Ren. Mueller: 1o you know some of those folks that would like to come in and be involved in
my farm operation for nostalgic reasons would you?

Chaitman Nicholag: Anyone else wish to testify in favor of HI3 1430, Anyone opposed?

Walter Hordy: The thing that worries me about this bill, is | think one of the things we are tryving
to do in this state is (o bring our young people back to this state, | think that if we want 1o get o

doetor from Wisconsin involved in a faem, this isn't going to help the population at all, What we
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need is younger furmers on the land, Three farmers having 3000 acres instead of having investors
from out of the state.

Rep. Loyd: How do you propose we get these young people buck hete?

Liardy: That is u really good question, 1 don't think we need to do it this way. One thing we need
to do is to give our subsidies to the farmers that need it. As our economy gets worse, as the Lind
is going up and the cash rent is going up and it forees young farmers out of business ancd it only
helps big operators, [ we can funnel these payments towards the smalier farmers, That will make
a lot of difference.

Rep. Froelich: What you are purposing, | see what you are siaying, but is it better to have three

farmers starving to death, than one?
Hardy: Well, I don’t think we need a bunch ol doctors from Wisconsin investing in ND. What
are we going to have left here, One farmer on 10,000 acres, What arc we doing to our

population?

Rep. Merle Boucher - District 9: T will be offering opposition to this legislation. T am a little
scared when [ hear the terminology, tweak this bill, No doubt in the arca of agriculture there is a
crisis. It is a capitalization crisis that exists out there, As we all know in today’s modern term
capitalizing an agricultural operation is going to be viable. It costs many hundreds of thousands
of dollars, For an individual to accomplish that it can be “xtremely difficult. 1 think we need to
look at this, someone needs to assist the farmers in this capitalization process. 1| really have fears
in terms of this legislation you have in front of you in terms corporations. Because a corpotation
itself does extend the implication for those interests we think of in large terms and that is big
corporations. When we talk about where we want to go, it is a greater situation than just

capitalization of agriculture, it is a market issue, As a legislative assembly we have taken a rather
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anemic position in addressing the market issues in this country, We as independent farmers
operite in an arena where we don’t have what we call a competitive market. We are ot there
competing with cach other and muany other interests for capitol and at the siume we are selling our
commaodities in a captive mirket. That is what is wrong about the system that exists toduy. |
think we have 1o ke o look at capitalization of agriculture. We have to look at the total
agricultural position from top 1o bottom and how we as individual producers ean participate in
that process and how we can open up resourees (o mike that process more aeeessible and more
available to us. So if we can participate in those value added co-ops and corporations. | think the
availability of capitol is made to us so we can become shareholders and stockholders of the
entities that produce that final product where we know the margins of profit really exist. We
know a box of corn flakes cost $3.50 und there’s a nickels worth of corn in there, which tells me
we could double the price of corn and only add another nickel (o the cost ot the producet. So
there’s something more involved out there. T do agree with those people who try to capitalize in
the added value products of ugriculture, and [ feel as a committee we should work diligently in
that particalar direction. The bill you have before you, Tam very feery of it and 1 encourage you

to leave it alone,

Sen, Elroy Lindaas: | appear here against HB3 1430, My parents farmed in 1917, the end of World
War 1, World War 11, the recession, the high times, the low times. Corporate farming was and
continues to be a bad idea, Our predecessors understood that, Some experiences we lack leave us
open to some ideas that might be dangerous, There scems to be a misconception about corporate
entitics becausce of their financial advantage and size. Somcehow benevolent, but somehow the
capitol they bring with them would be doled out to the benefit of everyone. To that I would say

they make no investments that would not pay a larger return and with that profit could for the
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most part leave our state, The other coneern | have as the corporite poliey, the main thing, the
bottom line. Less importnt are personal, environmental and ocal concerns with relationships,
The law we now have should be left alone,

Roger Beek: | come in opposition to this bill for many reasons, [ come from a tamily of' 7 boys
and alt of us wanted to faem. Four of us did. Three of the four are working off the farm now, 2
were park producers atong with grain farming. When we had this last pork crash, they said the
heck with it and got out. T sure didn’t see the pork price drop in the stores to compensate for the
price of pork to furmers, The corporate furmers out there are still going, it never stopped the local
stores, it never stopped the tocal elevators, it is all trucked in. What is the logic of having
corporations if' they don't help the tocal communities? They help the bottom lines, They want
someone to invest, We have enough crops (o invest in now. We need the price of commodities to
be raised. T don’t know of any one here who is that weak in math that can't figure out that when
the cost of production is more than what you can sell a commodity for, who in there right mind is
thinking this is a good place to invest? We gotta get the prices up where they can do some good
first, then we won’t have trouble raising investors, [ really question the logic of needing a
corporate sponsorship of any kind when we don't have the income to get things going? As fur as
communities we have lost so many farms now, no one can afford to come back in. We need to
fix the income side of this and the rest will fall in place. So | stand in opposition of this bill.

Rep. Lemicux: Having struggled through the pork plunge. Could it have been advantageous to

have a corporate partner that would have shared the burden of capitol investment and possibly
facilitated the risk management? To have helped you and your brothers through that time period.
I allude again to the producers in Canada who used the Pork Industry as a tool to add value to

their poor grain?
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ki 1 don’tknow, | eel the bottom line is o lot more important (o these corporiations than
anything else.
Rep. demieux: In your hog operation, would it be favorable it s company sueh as locally owned
Cloverdale were interested in coming out and investing with you. Cloverdale was in here fast
week tulking about how every day they are importing $75,000 worth of hogs from Canada
because we lost all these producers in ND. Would you be in opposition to opening the avenues
up so you could enter into an agreement with Cloverdale? 1t would be a corporate agreement,
that is the only way they could participate,
Beek: have no problem with something like that, an instate program to start with, But, again,
I'm speculating in the sense of what 1 would be doing. | do feel ifitis a local company, | would
rather do that than with someone from out side of the state. | hive another coneern with
appropriations that we have invested in Pro Gold to help them out and a lot of stuff gets shipped
out to Colorado and they operate the program out there, 1174t's corporate, in state financing, but
when it comes 10 out of state, we are opening up Pandori’s box.

Rep. Lemieux: This committee starts with, how can we help rural ND? We've looked at a lot of

different avenues, We need the input of a lot people. We need your input, we need to ask
questions, | appreciate your participation,

Beck: I just want to make my point oo,

Chairman Nicholas: Your brothers in the hog business, were they able to do contract pricing for

their hogs to have avoided the 11 cents debt? Those hogs are forward contracted for several
months out, Were you offered that? What was the size of the operation”?

Beck: The size was 30-40 sow size net profitability. One of my brothers did feed them out, Right

now I don’t think they had access to it, | think part of it was beeause of their size they thought
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they couldn't do it. Muinly it was raising them and putting them on the market onee every two
weeks.

Chairman Nicholas: Any other guestions?

Richurd Sehlosser - ND Faomers Union: Fam in opposition of H3 1430, (see written testimony),

Rep, Lemieux: In the capitalist world we live inwe borrow s lot of money to invest in agriculiure

wouldn’t this facilitate farms instead of huving to borrow money and pay interest to be able 1o
have partners to bring capitol in and their share of the risk and rewards would not be reflected in
an inferest payment to a financial institution or elsewhere but rather they would share the risk.
Sehlosser: No. | 1 need to stand on the policy of where are members feel, The producer out there,
No. 2 you mentioned amendments to the Century Code allowing Triple L to be used. [ guess we
stood back and didnt see u problem with that, but we do have a concern about corporate capitol
being brought in,

Rep. Froelich: Much as [ thought about the tax advantages of corporations, what advantages

would you and I have if we formed a corporation and you invested in my land, what tax
advantages would there be?

Schiosser: Al T have to respond to that is that there are tax advantages, maybe someone else
could speak to that issue,

Woody Barth: | am here today in opposition to HB 1430, [t is my belief that the capitol or lack

thereof is not the overriding problem with today’s agriculture, We need a decent price for our
commoditics. The concentration in agriculture in the marketing and food retail end of the supply
chain. There is lack of equity capitol that we as farmers put back into our operations. Low
agricultural prices cannot support increases in debt for ND producers. Our system of family

farms has worked very well, 1 believe that the change to corporate farming would not help ND
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producers, Programs for capitol can be obtained 117 we as producers can gt a decent price for our

commaditios to pay back that capitol. The land we have, is the fast chance of the whole tood
chain is that we control that land. WE must assure that controb and responsibility of our
agriculture does remain vested in our tamily farmers.,

Rep Lroglich: Hthis bill was amended so it exeludes personal property would this bill be more
furmer friendly?

Barth: 1 still have trouble with corporate America or outside ventures coming in here to
agriculture, Tstill feel outside capitol at some point and some time wants two things -- control
andd aoreturn on theiv investments, 1 feel we as family farmers will Tose control and profitability
by shifting up to cooperite vestments, Hwe move more corporate we are losing control and
income possibilitics,

Rep, Lemieux: Do you have a problem with corporate investing in hog facilities and in joint
corporate ventures with farmers?

Barth: Once again, [ shy away from this arca. | think farmers would be willing to invest in their
own hog facilities if'in fact they could get a guaranteed price formula. 1 they could invest in
their own facilities and control their own destinies,

Jerry Alrich - Farmer: (Sce written testimony ).
y

Dale Barkhart: I am asking this committee how much you know about the CED? Does anyone

know about the National Committee for Economic Development? Does anyone know whit
happened in the carly 70°s and 69? The CED said we have poor farmers out there and we need to
take the land away from them. Things will be priced at a price that we will be making money.,
That is the only thing they are interested in, The law says the farmer may price his product at any

price he needs to stay in business as long as he doesn't ...
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(some banter)

John Crabtree - Direetor of the Futire of Agrcuture; The commission s not taking a posthan on

this bill, | want to try to answer a question Rep. Lemicux asked. We are clearly discuissing
awnership of fand. Whether or not corporations should own fand. | think Rep. Lemivax, the
aRswer to your question is there are currently avenaes for illowing for investments that would
nddress what you are saying, This change in the faw swould make this more avalable, Are we
creating avenues for other companies 1o invest i our ownesship, 1 think we shoudd also tilk
about ownership of the fivestoek not just the investments or marketing contracting, we need (o
make sure we don't ereate ...

Gail Erickson - ND Progressive Coulition: We urge vou to reject HB 1430, (See written

testimony),

. Bob Viken: I felt competted over this issue to drive down here. Fam here on my own behalf, |
only have my opinion on how this will impact my life and many ND ag producers. The decline in
the number of family farms has not been due to the fack of capitol investment, but duce to the
fatlure of the Federal government to have a long term sustainable farm bill, Bringing outside
sapitol into this equation witl only speed up the demise of rural ND. 1t is alrcady a huge
challenge to operate a farm, This bill will draw an outside muscle that is not dependent upon the
profitability of production agriculture, The only benefit of this bill is if you have already decided
to retire or quit farming and your only concern is to get big money for your farm. You cnd up
raising the bar so the only way a young producer can stay in production is to incorporite and
draw outside investment capitol, I am not opposed to competition, but this competition must be
on a level playing ficld. Not only will you be keeping people like me from farming in ND, but

. also from living here. Current faw helps to keep our current ND lifestyle. If I had my own way,
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we would eliminate all owr corporate firms. [ you want only | or 2 fisrms per township you
should vote yes on this bill, H you don’t mind accelerming the deeline of population in ND you
should vate yes, il you don't mind closing rural schools, churches and hospitals you should vote
yes on this, But if you love ND's rural way of life, then please just say no,

Firje Schultz: | have come back to ND 9 years ago to farm, | got into farming and thank God |
was ignorant (o the marketing ¢nd of this because Fhad a neighbor that was doing exactly what
this bill is trying to do which is expanding. | got into farming and it has been tough. | stand here
und ask that you vote no on this.

Chairman Nicholas: 1 will close this hearing,
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8y Richard Schlosser
On behalf of North Dakota Farmers Unilon

Mr. Chairman and members of the house agriculture committee, my
name is Richard Schlosser, 1 am a farmer from Edgeley. | am here
representing North Dakota Farmers Union in opposition to 11131430, North
Dakota Farmers Union supports the present Corporate Farming Law, which
was cnacted in 1933 through an initiated measure. HB1430, on the surface
appears to be a rather innocuous amendment to the present restrictions
contained in this section of the code. In reality, the proposal would overturn
the primary objective of the law, which is to keep agriculture in the hands of
independent family farmers.

In 1981, the Corporate Farming Law was amended to allow families
to incorporate their farms under certain guidelines specifically spelled out in
the law. North Dakota Farmers Union agreed to this amendment and has
since stood firm in defense of the present law.  Specifically, our policy
states that the law “should not be further weakened to give additional
advantages to non-family farm units or to allow the control of agriculture

production to move to off-farm interests.” With respect to our position on

this issue, HB1430 goes too far by eliminating the relationship requirements

under this section.




“Changing our state’s corporate farming law is both ill-timed and ill-

advised. The present law serves us well. ... agricultural production should
be reserved for individial and family enterprises, not for corporate
business.” This is a quote from our president, Robert Carlson’s westimony
opposing a change to the corporate farming law five years ago. It was true
then and it is true in this instance today,

North Dakota producers have combined their resources and built
processing facilities for durum, hard red spring wheat, corn, and other
commodities.  Also, would producers be considering producer owned
ethanol plants, feed lots and slaughter facilities if North Dakota production
agriculture were operating under a corporate structure” As family farmers,
we have the opportunity to develop a vision of what we want to bececome.
Because of our creativity and independence, North Dakota is nationally
recognized as a leader in new and innovative concepts. For example, several
pieces of legislation have been introduced during this session including
bonding authority for a slaughter facility, a farmer equity trust fund, and an
initiative that would provide tax credits for investment in producer owied
ventures, In short, we do not need to change our state’s corporate farming
law. Instead, we need to preserve the very law to ensure that these benefits

continue to flow to independent family farmers and rancliers.




Some believe that we need to change the cxisting law because farmers
cannot raise enough capital for large-scale operations, We at North Dakota
Farmers Union recognize the need for capital in agricuiture and we have

worked over the years to help develop a system to provide capital for

producer owned ventures. In addition to local banks, credit unions and Farm

Credit Services, programs at the Bank of North Dakota are available to
producers.

Finally, the September issue of the Union Farmer (the North Dakota
Farmers Union monthly publication) catried a story about North Dakota
fegislative candidate survey results. One of the questions on the survey was,
“ Do you support the current corporate farming law?” Of the 72 house
candidates who responded, 67 said yes, 3 were undecided, 2 said no. Of the
36 senate candidates who responded, 32 said yes, 1 was undecided, and 3
said no. These results clearly indicate that there is overwhelming support for

the current law, In closing, we urge a ‘DO NOT PASS’ of HB1430, Thank

youl.
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Notth Dakota Farm Bureau
Testimony on
Flouse Bill 1430

Good morning Chairman Nicholas and members of the House
Agriculture Comtnittee. My name is Brian Kramer and [ am here reptesenting
the 26,000 member families of North Dakota Farm Bureau. We suppott
House Bill 1430.

HB 1430 will allow someone other than a family member ) invest in
North Dakota agriculture. Much of this session has been devoted to economic
development and value-added agriculture. There are bills to provide tax
incentives to capitalize agriculture. There are bills to allow bonds to be sold to
capitalize agriculture. There ate bills to provide venture capital. We applaud
those efforts, but in order for these ventures succeed investment capital is

needed. And that is what this bill is about, It will allow outside investment in

production agriculture.

Under this legislation, a farm or ranch operation will be able to seek
money to expand ot create new opportunities. It simply allows someone who
is not a blood relative the ability to invest in agriculture if they think the
prospects warrant that investment. This is no different than any other business

in the state.

One futnre. One roice,




If I and some of my associates want to partner in a hardware stote or a repair
shop of some kind, we can do that. But I am precluded from investing in the

largest economic sector in the state, agriculture.

At the time when the corporate farming laws of this state were enacted,
they provided the protection needed to insure that producers weren’t coerced
into something from which they could not recover. ‘The laws provided
safeguards so that corporations could not take over the operation and
owrership of the farm. Those protections are worthwhile and they will still be

in place when this bill is passed.

The bill limits the number of sharcholders to fifteen. [t requires that the
principle sharcholder must be actively engaged in operating the farm or ranch.
It requires that the sixty-five percent of the gross income for the corporation or

limited liability company must have come from the operation,

Times change and so do our needs. HB 1430 recognizes the changing
landscape of production agriculture. It provides mechanisms to adapt and

compete in this ever-changing economic environment.

We supportt this legislation and encourage the committee to give it a Do

Pass recommendation. Thank you. Are thete any questions?
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Chairman Nicholas and members of the House Agriculture Committee, 1 am Commissioner of

Agriculture Roger Johnson. [ am here today to testify against HB 1430, which sceks to eliminate

the “kinship requirement” in North Dakota's anti-corporate farming law. HB 1430 would, in

effect, negate the purposefulness of the anti-corporate farming law in North Dakota.

The anti-corporate farming law was overwhelmingly approved by North Dakota voters in 1932
and serves our state well, Seven other states have since enacled anti-corporate farming
fegislation, The states of South Dakota and Nebraska have gone further and have made anti-
corporate farming measures a part of their state constitutions. Why would we weaken our anti-
corporate farming law when only recently other states have enacted similar safeguards or

strengthened their laws? We should be cognizant of the lessons others have learned.




Agriculture has changed dramatically since the 1930s, but the same economic principals remain
in play. North Dakota is an agriculture state, and agriculture is one of our driving industries. If
allowed, corporations will farm our land — either directly or with tenant farmers. The antj-
corporate farming faw is just as applicable today as it was seventy years ago and is responsible
public policy. It is still necessary to protect the economy of our state and the welfare of our

independent farmers and ranchers.

Further, our current anti-corporate farming statute does not prohibit non-family members from
investing in farms. There are many legal channels available (e.g. partnerships, limited
partnerships, etc...) for anyone —~ family or non-family members ~ to invest in a farming

operation,

Supporters of this bill will likely claim that North Dakota farmers need more access to capital.
While I agree that farmers and ranchers nced adequate access to capital, [ do not believe that HB

1430 is an appropriate or necessary way to address that need.

This Legislature has before it several pieces of legislation that seek to improve access to capital
for the agricultural community. You are considering bills that would create an equity trust fund
(HB 1051), expand beginning farmer loans to include chattels (SB 2194), allow for revenue
bonds to be issued for the establishment of meatpacking plants (HB 1417), and provide

agricultural investment tax credits (SB 2396). These bills deserve serious consideration by this

Legislature, 1f they become law, they would provide the kind of capital needed today.

¢




As we are all well aware, prices are terribly low for agricultural products and commodities across
the board. Changing or eliminating the anti-corporate farming law won’t do anything about the
disastrously Jow prices farmers receive for their products. In fact, it will likely exacerbate the

problem.

Another major issue facing agriculture today is economic concentration, spurred by the corporate
bottom line. The driving force for economic concentration is not economic efficiency but rather
economic power, the exercise of which results in lower efficiencies, poorer services and
ultimately higher prices for food. This bill would exacerbate economic concentration, precisely

the opposite of what independent farmers and ranchers (and our consumers) need.

What agriculture truly needs is a federal farm policy that provides a realistic safety net and puts
our producers on equal footing with their competitors. The federal government must also
enforce existing laws that inkibit monopolies and anti-competitive actions by agricultural

suppliers and buyers.

On the state level, agriculture needs tools to help farmers and ranchers develop and use new

technologies, to grow new crops and livestock and to invest for themselves in grower-owned

agricultural production, processing and distribution cooperatives. The bills [ earlier cited in this

testimony would do that. This bill would have the opposite effect.

The bottom line is that changing North Dakota's anti-corporate farming law won't make

agriculture profitable for North Dakota furmers and ranchers. It will only drive our prices lower




so the corporate bottom line can improve. Chairman Nicholias and committee members, 1 urge

. you to give HB 1430 a do not pass recommendation. | would be happy to answer any questions (

you may have.




[ would like to share my experiences with “outside investor capital”

One of our state paper’s editorials lately viewed that our current anti-corporation farming
law is a “vestige of an earlier age” that should be changed. Granted; the law may be
footprint from the past, just like the U.S. Constitution, But it has served North Dakota
well and has proven to be visionary. Many states would like to be in the position we are
in now in light of the environmental messes they have at present,

L.ow commodity prices and bad furm policy, not our anti-corporate farming law. is what
has driven family farmers from the land. By allowing our out-ol=state relatives or
investors to invest in our farms is not going to improve commodity prices or change
policy,

North Dakota’s future is family farms, not giant corporations. Just ask any of the people
living around my home township. We recently have had people moving in from
Pennsylvaniy, Virginia, Indiana, New York, Montana, Utah, and Oregon, the good with
the bad! Times were tough and my neighbors wanted to retire, pay off debts, ete. The
Internet brought prospective buyers from around the country.  One farm was bought by
an LLP, (by the way, which was financed by our local Farm Credit Office): composed of
100 stockholders from Pennsylvania, doctors and professional people who own 11 farms
in 3 states. No local people will ever get the chance to farm that land again! A large
soybean farmer from Indiana, (pushed out from the urban spraw] from Chicago) will have
the land custom farmed for him; bragging about how he out bid all the locals by $7.00
facre. No one could compete with him on that marginal ground.

We had a 20000-acre farmer from a neighboring state that came in and drove the rent up
$20.00/acre in just one year  Five retiving farmers rented their land to this outfit; leaving
none for younger farmers. They push the HEL highly erodible tand as hard as they can
for three years, dump it, leaving the ¢rosion and mess behind, then moving on to other
land,

One mile up the road, the Virginians, who own seven banks, bought 1300 acres for
hunting (and are looking to buy some more) they come and stay for about three weeks
every October. None of these fand buyers plan on moving here!  The point, is
outside investors are already here and more will be coming due to urban sprawl, They
are attracted to our cheap land and North Dakotans will benefit very little from it! How
can young people start up fgrming in a competitive environment like this today? Are we
going to hang a For Sale sign on North Dakota? Are we that desperate for outside
capital that we are willing to sell out our state's soul alf in the name of economic
development?

I haven't seen any lack of investment »apital for land ownership, but what I do see is a
lack of incentives to invest in value added cooperatives, which should be good for North
Dakota, As an investor in AgGrow Oils and Spring Wheat Bakers, at this stage of the
game due to lack of profitability in the Ag Industry, | doubt if I would ever invest in a
value-added coop again, There is simply too much risk!




Finally, the assertion that the law should be changed because “it makes job creation in
agriculture more difficult,” is interesting. What type of jobs are we talking about and
what pay scale? Custom seeding, Custom harvesting, Manure Hauling? [t basically,
would be farmers getting paid an hourly wage to be farmers, except they woukdn't own
the land or reap any benefits.

Surely, our legislators can up with better legislation than passing a corporate farming law
that hands our natural resources to people solely interested in stockholder profits and
who, the majority, are not residents of North Dakota cither,

We need to address farm Income, not farm ownership!




TESTIMONY IN OPPOSITION OF HB 1430

For the record, my name is Gail Erickson., 1 am representing e
ND Progressive Coalition, but 1 have a personal ccnnec! {on with
family farming as wrll. We urge you to reject HB 1430, which

would essentially gut North Dakota’s anti-corporate farming law.
This bill is wrong for North Dakota on four levels,

First it’s wrong for producers. [’ve heard supportoers of i
bill sell it as a way to “save” financiallv strapped family
farmers by allowing them to bring in outside capital and gain
tax advantage. I believe this is a case of "“be careful what yo
wish for”. Corporate cash “partners” won’t come without
expectations of having control over how their cash is managed.
This bill is the final step to complete vertical inteqration
North Dakota farms. Seedbed to tabhle, large out-of-st.ato
corporations will be able to control our food production, i
believe the “principal shareholder” described in this bill w. !
maintain only token control of his operation.

Secondly, this bill is wrong for consumers. We must apply wi
we have learned from our experience with OPEC and the contro,
Lo !

1
AN

big oil has c¢n our lives. Control of enerydy is obluciag
economy, as demonstrated by the dereqgulation debacle 11
California., The price at the gas pump is a grim veminder o0 i
long lines at the pumps in the 1970’s when a few powerf{ul o]
producers held us all hostage.

FOOD is essential to LIFE as well as to the economy, and we
can’t afford to give away control of our food supply to a (ow
multi-national companies. Food quality, food safety, food S0y
are at stake., Deregulation allowed encrgy suppliers to man.
decisions that paid dividends to stockholders but put ener gy
supply in jeopardy and threatens to make enerqgy unaff{ oyt
Consumers are held hostage. Corporate control of mark.’

th* sugh international vertical integration of cur o
production already holds most family farmers hostage., fest
will be the consumer - us,

Third, this bill is wrong for our rural communitios, Wi
income, wealth, and power are distrvibuted oquitably 0
comnunities are healthier., Industrialized, corporate Corminn
creates farm laborers not farm owners., Thelir wages are el ow
average, and they have little investment in their commuanitios,
Dean MacCannell, an anthropologist from the University of
California, did a review of research on the relaticnship botweoen
the structurce of agriculture and life in the farm commanity, e




notes, “As farm size and absentee ownership increase, social

conditions in the local community deteriorate. We have found
depressed median family incomes, high levels of poverty, iow

education levels, social and economic inequality.”

Fquality has an impact on social behavior. People who do have a
stake, bonds, and mutual obligations with others are more likely
to act in the best interests of the common good. They create
healthier communities.

The corporate investment won’t bring new net dollars into rural
communities, because the inputs will be purchased outside of the
local area from the corporate investor. Since they don’t live
there, the return on their investment will not be spenl 1n the
local community either. There is nothing to be gained for local
communities and much to lose. In the end, any new money doesn’t
stay there.

Fourth, this bill is wrong for our environment. My tathe!
farmed four quarters of land in north central tlorth Dakota. e
believed he had & God-given responsibility to leave the land 1n
as good or better condition than whe he began Lo farm it. He
was a MAN, whose heart and soul was in that land., Corpoerations
are not human beings. They have no heart and no soul and no
conscience. Does anyone believe that ocut-of-state corporatoocny
are going to care like my father did, like other North Dakot
family farmers and ranchers do, about the conditicn of the lands
Corporations will bring their cash only as long as protit can b
sucked from the land. Profit is the one and only bho!tom Line,
and when the profit ceases, the corporation moves on, lceaving
clean up and restoration to the local community.

The family farmer who now farus my father’s land cares oo deep oy
about it as my father did., He i1z efficient, innovative, o o
steward, and contributes to his community. 1 owant to snow v

‘o

he and his son will be there to carry my fathor’s Tooac,
forward., I do not believe that will be possible 3 o poavs i
1430,

I urge you to defeat this bhill,

Gail H, Erickson, Lobbyist # 470
ND Progressive Coalition

410 Bast Thayer Ave Ste 2
Bismarck, ND 58501

. (701) 224-8090
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To: House Agriculture Commiittee

From:  Christopher Dodson, Exceutive Director
Subject: House Bill 1430

Date: February 185, 2001

The North Dakota Catholic Conference opposes House Bill 1430.

When the Roman Catholic bishops of North Dakota, Bishop James Sullivan and
Bishop Paul Zipfel, issued their statement on rural issues, Giving Thanks Through
Action, they called on citizens, the state government, and all persons of good wil)
to “support the spirit and intent of North Dakota’s Corporate Farming, Law {o

preserve and maintain farm ownership and control in the hands of family farmers.”

House Bill 1430 s inconsistent with this cail.

The bishops’ support for limiting furming and ranching to family owned and
operated entities stems from their belief, supported by exncrience and social data.
that such ownership best ensures a just system of agriculture, A just system of
agriculture respects human life and dignity, strengthens families, fosters the
common good, respects the integrity of creution, and provides food security.
While we realize that our curient system of agricultute often falls short of these
ideals, we believe we can find betler solutions to the problems in agriculture

without threatening our family farming law,

We urge a Do Not Pass recommendation on HB 1430,




Call Astention 1o the « o1y i Rural Life

We call oa zgencses withua the Church and all
PO 10 coavey the problems 1acing rural
communiues and the Chusch’s concer for rural hfe.

peoplc uf goad wili 1o help e affeciod by car
curren! rural crms. In doang so, we muest remeniber
that such servace, while necessary, shoold not
datract us from e task of working for a Just
agnculture svsiem.

viage
N wmienw
1.

~OZ
~D o
We must share the struggles facing rural s
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Catholic social icaching, 1o their work. communiucs are better than those thar live in urban = = P
arcas or engage in other vocations. Rather. we wish < 5
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Our worship and praver life should reflect our and auentian. = z
love and respect for farming and rural ife. We cali on b=
all persons of faith to offer thanksgiving for the Morcover, we ask our brothers and sisters in =
blessing of farm and ranch families and rural life. wban communitics 10 1ake a special interest in the e
well-being of those that produce their food and 2
Charitable Services steward God's creation. To a large extent, the
health of our urbar communitics is related 10 the
‘Whencver our farm and ranch communiues face health of our rural communities. The virue of
economuc difficulties, other problems may follow solidanity joins us 1ogether in the struggle 20
such as domestic viclence. abortion. substance abuse, preserve family farms and rura) communities. > mgﬂﬂsﬂﬁﬂ ’w ﬁﬂ-ﬂ
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The Breadbaiker 1n ( nists

Nucth Dakra truly 18 pant of the world's
breadhashet The state's furm and ranch families
peoduce an shundance of food and sther agniculitural
produdts while conmbutng 1o a rural ife eanched by
ralues that come trom worbang and Iiving close o0
the land and to cwch uther  Sadly. the tamulies and
commumtics 1t create that breadhashel are in cnss

Record low prices for some crops and Livesioch.
combuned wath diveane, Nloods, and Mizzards have
created an cvonomic and soc1al Mrwn i our rurisd
commumilics  These events wonen an already
disturbing trend in the declining number of fam:ly
farms and ranchies. a loss of nural readents, and
concentration of ownershup in land and markews
Meanwhilc, greater pressures are put on chusch
mimstnes, public and nonpuhlic schools, the
delivery ot government services. the provision of
health care. rural businesses. mental health services.
and cvemually the urhan economy.

This cnsis gaves reason to reflect or what the
Church can olter o matiens concerming wwral ife. in
doing <o, the Church calls upen a social 1eaching
based on the pnimacy of the human person in every
economic and social acuviy, including agnculiure,
and the Church’s expenence as pastors, icachers, and
minsiers 1o the very people most affecied by thas
crings o rural hfe

Principles for a Just Agriculiural System

The present orisis an rural hife must move ail
persons. 10 a spimt of cavperaton, 1o }ork 1or 3 just
agnceltural svstem situated witun an cthacal
framework rooted 1n principles of social Jusuce found
in Sacred Seripture and the Church’s social weaching.

The Need 10 Respect the Life and Dignasy of the
Human Person

Ulumastely. the 1eat of any agnculiure policy 1s 3
moral one -~ does it make concem tor human hifc and

Gigmate e gerding norm” Pubhic and woas pobioes

mus pui the Auman prson st oecicly cannat
consader Tanners and ranchers cxpendabic in the
name of “progress” or Tetficency”

Rexpecung human dignity means we masd
reNpect Fac vocation of famerers and ranchens. By
applying thewr labor 10 Goad's creaton and pro~iding
exsentials, such as food and clothing, for lifc and
dignnty, farmers and ranchens exe.cise a stewardship
that puts them 1k umgue communication with God.
Sodicty. through government, economic. and
husiness policies, must respect the rancher and
farmer by providing just compensation for labor and
by aenporting rural communiies.

The Comrun Good

Liic and dignity are besi resg=Cted and protocted
in community. We must work 1o preserve famly
{arms and ranches precisely hecane they prevade
onec of the beat cuaraniecs of a healthy communaty.

The Insegrin of Crecnuon

By vintue of their vocaton, ranchens 2nd
farmess should exercane responsible siewardship of
crestion. Agnculture and economic pohicies mnst
support them in the cxercase of ths responsibity
and rot promote exhaustion of the canh’™s resources.

The Urnrvensal Destnarion of Gewods

The gownds of creauon aic meant Tor ail,
throwughovt gencrauons. Eacess profis in
agnbusiness, expecialiy ar the expense of the
laharer, violale prnaiples of jusuce  Policies
should foster wide disiribubion of owaersiap
agriculture rather qan concentrahion, whethe. o
land, animais. technology. seed. genetc make-up,
processing, or praducuen. Morcover, sociar and
coonumiIc poiicles muesl provide just compensaton
w0 ranchens and tarmers for their labor.

Nubadiarmn

Human dignnty requares thxi penons and
communitics should possess the abiliny 1o exerane
responsable self-governance Subssdiant - means that
while larger governments and husinesses have a roke
and somecumes a duly 16 mvelve themselves 1n local
aifairs, they should g- e deference and due rospest 1o
local commumiies 2ad familwes.

Opi:ion jor the Poor

We should yudee pohacs concernmg rural hic
according io bow they affect the least among s --
those with iess power and inTiucnoce, the most
vulnerabiz and the margmalized. A straag case
exasta that Tie ~peor” today includes rural
communitics; nat because they are among the
cconomic poct — aithcugh this 1s increasmgly truc --
but hecause they are among the least powerful and
thers way of hife is marginalized, ig or
forgolicn.

A Framework for Actioa

These 1deas provide not merely abstract
pranciples. bul a framework for acuon. Therefore, we
w ge cizens. docal. state, and foderal govemment,
and all persons of good wall 10

= Foster opporuanies, such as cooperative
aswianoas, which give producers and
COMMUNILCS MG SCONOMIC return and fycaler
particzpation 1a the production process;

= Suppan the spint and intent of North Dakowa™s
Corprrzie Farming Law 1o preserve and maintan
{anm ownership 2nd control m the hands of family
farmens

= Scnously examine and, if neoessary, restncl the
opciation of large-scale amimal confinament
opcravons. leckmg 2t only al ownarship and
cavironmpenial questions, but abse kow such
operauons 2ffect the common good of the
communty.

= Asvre 2li persons in agricultore 3 just wage or

e tor ther laba. sncludiny comparsatesn
through productioa Contacts., and take acton 10
nSUTE JuSt COBIACIUR" ZTANPCIRCNTS;

= Fosir widespread ownerstap of iand and othor
agnculiure property and assist first-tme fammers.

=  Sirengthen nurzl communtties by helpmg them
1c cnact land use ondinances consisient with the

«  Suppon research, education, and markets for
santmnable farm 20d ranch practoes;

+  Provide rural communities with 2 suppori
Nructure, including the provision of health care
and cducavon.

Some mav dismiss such actions and conceros as
contrary 1o nouons of “progress” and “cffsaency ™
To them, the Joss of family farms and vertical
intcgraion is ineviable. The cconomy, bowevcr,
1s 2 human-made institution and 0ot au mevitablc
force. Marcover, an his encyclical, T&e Gospel of
Life. Pope John Panl 1§ reminds us that whes
cultural. econarmic and polit:ca! curents enom2ge
an idea of socety excessvely concemed with
cfficiency, 2 “conspmacy against lifc™ 15 unicashced
and a “cultere of death™ 1 promoted. We cannot
cmbrace such a culture in the oame of progress.

To address these issues, we call cn persons 16 st
aside parusan and idoological differences. We
commend the spirit of coopcraton that guded the
Neanh Dakota Commivaon on ihe Fotore of
Agnculure 2nd orge all persons z2nd orgamzations
10 rcach owt agggmw..-rﬁhagnum
10 cach other, and work for the comman good.

A Challenge for the Church

The challenpes facing our rural commaunstes 2re
also chailenpes jor the Ciurch. The Church™s
minsy compels us to hear and respond to the
necds of those ia aisss. Redlecting on these
challenpes. we draw largely from the Farco
I3ocesan Response 1o she Rural Life Crisis




. Dakota Resource Council

418 Rosser Ave. Sulte 301b
Bismarck, North Dakota 58501
ph. (701) 224-8587 fax (701) 224-0198
e-mail: <dre@btigate.com>

Dakota Resource Council is strongly opposed to HB 1430,

HB 1430 would gut our current law by removing the requirement that
sharcholders in incorporated farms all be family members. 1t would
completely open up our agricultural land to ownership by all comers,
even the likes of Tyson, $Smithficld, Cargill, or Monsanto.

The argument is often made that North Dakota agriculture is suffering
from undercapitalization, and that our current laws block a needed
investment of corporate dollars. The flaw in this argument is that

. profits flow to investors, If corporation or limited liability companices from
outside the state make the investment, they are the ones who will profit, and
our own farmers and ranchers remain undercapitalized,

The corporate model for farming can be casily scen in the large hog facilities
that have driven most of our nation's independent hog producers out of
business over the last decade. In this model, farmer-contractors are reduced
to serfs on their own land, while the corporate owners get all

the profits and avoid all of the risks.

A 'Do Not Pass’ recommendation is the only possible recommendation for
this bill,




NORTH DAKOTA CONFERENCE OF CHURCHES

411 - N, 4th St. - Suite 8 » Bismarck, North Dakota 58501- 4078 * (701) 255-0604

To: Members of the House Agriculture Committee
From: The North Dakota Conference of Churches
Subject: HB 1430

Date: February 15, 2001

The 13 member denominations of the North Dakota Conference of Churches oppose HB 1430, The
Conference of Churches’ position, as expressed in its Statement: Goals, Objectives, Definitions &
Measurements of the Common Good, is rooted in: the principles of economic justice; the preservation

of human dignity; the upholding and support of family and community life; the assurance of food security;

and the responsibilities entailed in the stewardship of creation,

The Conference of Churches opposes public policies which encourage or enhance corporatization of

agricultural production. It is the Conference of Churches' expressed position that:

. non-fatnily furm corporations should not be allowed to engage in the productidn of crops,
livestock, produce, fibers or other agricultural commodities;

J public policies should be designed to encourage a system of agriculture in which farm and ranch
families are the resident operators of agricultural production units; and

. corporate farming laws should be strengthened and effectively enforced -- the Conference of

Churches opposes the weakening of such laws.

The ND Conference of Churches member denominations opposing HB 1430: American Baptist
Churches of the Dakotas; Church of Brethren, Mon-Dak Area; Church of God (Anderson),Episcopal
Diocese of ND; Evangelical Lutheran Church in America, Eastern ND Synod; Evangelical Lutheran
Church in America, Western ND Synod; Moravian Church in America, Northern Province; Presbyterian
Church, U.S.A. Presbytery of the Northern Plaing; Religious Society of Friends (Quaker); Roman
Catholic Church, Bismarck Diocese; Roman Catholic Church, Fargo Diocese; United Church of Christ,

Northern Plains Conference; United Methodist Chureh, Dakotas Conference,

MEMBER DENOMINATIONS! American Baphst Chusches of the Oakutas ¢ Chutch of Bretheen, Mon.Dak Area ¢ Church of God tAndersonl  Epncopal Diocese of N.D
s Evangelical Lutheran Church in America, Eastern NE Synod, Western ND Synod ¢ Motavian Church in Amenca, Northern Province s Presbvienan Chuich, U S A, Presbytery
of the Northern Plains ¢ Religious Society of Friends (Quaker) ¢ Roman Cathalic Chureh, Bismarck Diocese, Fargo Diocese ¢ United Church of Chnst, Northetn Plaing Conference

¢ United Methodist Chureh, Dakolas Conference,

ASSOCIATE MEMBERS! Catholic Family Service @ GHARIS ¢ Church Women United ¢ Home on the Range ¢ famestown College ¢ Luthetan Sociaf Setvices of North Dakot
» University of Maty ¢ Norh Dakota Chaplaims Associatian ¢ Unitatian/Universalist Fellowship o The Village Family Service Center
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