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2003 HOUSE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. HB 1375
House Finance and Taxation Committee
Q Conference Committee

Hearing Date January 27, 2003

Tape Number Side A Side B Meter #
1 X 52.5to side B
Committee Clerk Signature Q{(MU\UJ MM\J
Minutes: U

"™  REP. DROVDAL, VICE-CHAIR, Called the hearing to order.
o REP. ROD FROELICH, DIST, 31, Introduced the bill. See attached written testimony plus

information relating to beginning farmers, and amendments to the bill, however, the amendments
he presented to the committee weren’t quite what he wanted. He stated he would have more
amendments drafted.

REP, IVERSON Is there an acreage requirement for this?

REP, FROELJICH No, there is not. This bill is still in the making. It is hard to determine, we
could adjust that, we can’t go by acreage. The bill does have a maximum limit per year,

REP, JVERSON You are talking about property taxes? Inmy district, which is comprised of
southwest Fargo, I have lots of retail in the northern part of my district, and in the south [ have
some farms, what is to stop someone owning a business up there, and buying ten acres and

" starting a farm and saying he is now a farmer and not paying his state income tax?
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Page 2
House Finance and Taxation Committee
Bill/Resolution Number HB 1375

™~ Hearing Date January 27, 2003

REP. FROELICH I believe there is certain criteria to be considered a farmer. I believe fifty
one percent of your income has to be from agricultural business,
REP, BELTER You are using the same definitions of beginning farmer that was used for all
other beginning furmer programs?
REP. FROELICH That is what the amendment does, it redefines that.
REP. KLEIN What is the Ag Utilization’s definition?

5 REP. FROELICH Ibelieve it is the dollar limit. He stated he didn’t have time to check the

amendments, but would have like to say that fifty percent of APUC would go back to this

program,
REP. JAMES KERZMAN., DIST, 31 Testified as the co-sponsor of the bill. He felt we have
TN to do something for ag. This bill provides a little incentive. He stated he dida’t think it is a cure ‘

all, but APUC has done a good job in other areas. He felt we need to put some emphasis back to

where things start, which is to keep people on the land. The cost of land has escalated, land has
been sold for recreation purposes, or whatever, and the price has gone way above the agricultural
value, This is the dilemma. This would be one way to make a little adjustment for that. It would
also allow people to rent to a beginning farmer.
‘ REP. HEADLAND Did I hear you say the landowner will be able to receive the property tax
reimbursement if he rents to a beginning farmer?
REP. KERZMAN Indirectly he would.

E E TAX DEPARTMENT Testified in a neutral position. Commented

on a number of technical items which would need to be worked out. He stated he would work

‘ with anybody on that.
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House Finance and Taxation Committee
Bill/Resolution Number HB 1375
Hearing Date January 27, 2003

LU ELLA WEDGE, PROPERTY TAX SPECIALIST, STATE TAX DEFARTMENT.
Testified in a neutral position. See written testimony.

BOB HUMAN, SENIOR VICE-PRESIDENT OF LENDING, BANK OF NORTH
DAKOTA Clarified what the Bank of North Dakota uses for a definition for the beginning
farmer. The beginning farmer definition can be confusing, They look at a beginning farmers that
has a networth less than $200,000. They have a beginning farmer real estate program and a
beginning farmer chattel program. For the real estate program, the beginning farmer has to own
less than thirty percent of the median farm size in that county where they are located. For the
chattel program, the beginning farmer cannot have received more than fifteen years of FSA farm
payments. We give them the three test, we look at three different things, such as, how much time
they spend on the farm, how much time could be spent at another job, what kind of mix of assets
do they have on their balance sheet, do they have cattle, farm equipment, what kind of payments,
and the third thing is, where does this beginning farmer going to get his actual income from, from
the non farm job or from the farm. We are very lenient there.

REP. BELTER You made the comment that you can’t own more than thirty percent of the
average farm, is that in your county, or on paper?

BOB HUMAN That is in the county where the land purchase will take place.

REP. BELTER Asked if he could provide those kinds of figures for the committee.

BOB HUMAN Stated they use the 1997 farm census for those figures.

With no further testimony, the hearing was closed.
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House Finance and Taxation Committee

Bill/Resolution Number HB 1375
N Hearing Date January 27, 2003

COMMITTEE ACTION 2-3-03, Tape #1, Side A, Meter #
REP. FROELICH Presented amendments, which would take out the words, “or rented” and

“or operator”, The amendments would also take out one half of the funds available for
reimbursement for the biennium. Page 2, line 11 would clarify definitions of “beginning
farmer”
Page 2, line 15, is an amendment the tax department wanted in there.
Page 2, line 18, is “beginning farmer” definition as established by the industrial commission.
Stated the reason he introduced the bill is because he has seen how some of APUC money is
being expended and he feels it can be better utilized by putting it into the hands of the beginning
P farmer,
") REP. FROELICH Made a motion to adopt the amendments as presented.
REP. WINRICH Second the motion. Motion carried by voice vote.
REP, CLARK Made a motion for a DO NOT PASS AS AMENDED.

REP. IVERSON Second the motion MOTION CARRIED

9 YES 4 NO 1 ABSENT

REP. CLARK Was given the floor assignment.
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— FISCAL NOTE

Requested by Legislative Council
02/05/2003

Amendment to: HB 1375

1A. State fiscal effact: /dentify the state fiscal effect and the fiscal effect on agency appropriations comparsd to
funding levels and appropriations anticivated under current law.

2001-2003 Blennium 2003-2005 Biennium 2005-2007 Biennlum
General |[Other Funds| General |Other Funds| General |Other Funds
Fund Fund Fund
Revenues
Expenditures
Appropriations
1B._County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision,
2001-2003 Biennlum 2003-2005 Blennium 2005-2007 Blennlum
School School Schonl

Countles Cities Districts | Countles Citles Districts | Counties Cities Districts

2, Narrative: /dentify the aspects of the measure which cause fiscal impact and include any comments relevant to
your analysls.

Section 1 of Engrossed HB 1375 provides property tax reimbursement for qualifying beginning farmers. Sections 2
-~ and 3 provide income tax deductlons for certain Income earned by qualifying beginning farmers. The negative fiscal
\ impactis unknown,

3. State fiscal effect detall: For Information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provida detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

B. Expenditures: Explain the expenditure amounts. Provide detall, when appropriate, for each agency, line
ftem, and fund affected and the number of FTE positlons affected.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on
the biennial appropriation for each agency and fund affected and any amounts included in the exscutive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

IName: Kathryn L, Strombeck Agency: Tax Dept.
iPhone Number: 328-3402 Date Prepared: 02/05/2003
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AN FISCAL NOTE
Requested by Legislative Council

01/20/2003
Bill/Resolution No.: HB 1375

1A. State fiscal effect: /dentify the state fiscal effact and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

2001-2003 Blennium 2003-2005 Biennium 2005-2007 Biennlum
General |Other Funds| General Other Funds| General |Other Funds
Fund Fund Fund
Revenues
Expenditures
Appropriations
1B. County, city, and school district fiscal effect: /dentify the fiscal effect on the appropriate political subdivision.
2001-2003 Biennlum 2003-2005 Biennium 2005-2007 Biennium
School School School

Counties Cities Districts | Counties Cities Districts | Countles Cities Districts

2. Narrative: Idantify the aspects of the measure which cause fiscal impact and include any comments relevant to
your analysis.

: ' Section 1 of HB 1375 provides property i~ 1 reimbursement for qualifying beginning farmers up to an annual total of $750,000.
=" Sections 2 and 3 provide income tax deductions for certain income earned by qualifying beginning farmers. Although the
property tax teimbursement component is limited to a $1.5 million approporiation for the 2003-05 biennium, it is unknown how
much of the appropriation will actually be needed. The negative fiscal impact from the income tax deductions provided in
Sections 2 and 3 is dependent upon the existing farmers who may qualify, any new farmers who start operations in the biennium,
and the amount of qualifying income subject to the deduction, all of which are unknown,

3. State fiscal effect detail: 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.

B. Expenditures: Explain the expandliture amounts. Provide detall, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detall, when appropriate, of the effect on
the blennlal appropriation for each agency and fund effected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

IName: Kathryn L. Strombeck Agency: Tax Dept.
_ [Phone Number: 328-3402 Date Prepared: 01/23/2003
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VAR Roll Call Vote #: /

2003 HOUSE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTIONNO. HB 1315

House FINANCE & TAXATION Committee

Check here for Conference Committee

Legislative Council Amendment Number

Action Taken I )Q Mi ‘:’ﬁﬁﬁ Q_ﬁ WQ
. -]
Motion Made By M_M_ Seconded By &0 . J Ue Mﬂ

Representatives No Representatives Yes | No .
BELTER, CHAIRMAN
DROVDAL, VICE-CHAIR
CLARK '
FROELICH
| (,,,.\ GROSZ
I o HEADLAND
% IVERSON
KELSH
KLEIN
NICHOLAS
SCHMIDT
WEILER
‘WIKENHEISER
WINRICH

Total  (Yes) q No u

Absent '

Floor Assignment @ l' c Q a u
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REPORT OF STANDING COMMITTEE (410) Module No: HR-21-1589

February 4, 2003 9:41 a.m, Carrier: Clark
Insert L.C: 30332.0102 Title: .0200

REPORT OF STANDING COMMITTEE
N HB 1375: Finance and Taxation Committee (Rep. Belter, Chairman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO NOT PASS
(9 YEAS, 4 NAYS, 1 ABSENT AND NOT VOTING). HB 1376 was placed on the Sixth
order on the calendar.

Page 1, line 5, replace "an appropriation" with "a directive to the agricultural products utilization
commission concerning use of appropriated funds"

Page 1, line 12, remove "or rented"

Page 1, line 14, remove "or operator"
Page 1, line 18, replace "First" with "first"

Page 2, line 7, after “section” insert "in a taxable year" and replace "seven hundred fifty" with
“one-half of the funds available for reimbursements for the blennium"

Page 2, line 8, remove "thousand dollars for xabl ' and replace "are payable in the
order in" with *must be piorated amon ] licants if"

Page 2, line 9, remove *which" and after “applications" insert “for reimbursement"
Page 2, line 10, after “commission” insert "which exceed funds available for reimbursement”

Page 2, line 11, replace “*has the same meaning as in" with "means an individual wh
resident of thi te and meets the guailfications for a beginning farmer as established

by the industrial cornmission for Bank of North Dakota loan programs."
j Page 2, remove line 12

Page 2, line 15, replace "federal taxable income" with "net income as determined on
ggng_d_u!gf of the federal Income tax return" and remove "from farming or ranching as

a
Page 2, line 16, remove "beginning farmer”

Page 2, line 17, remove "or operator*

Page 2, line 18, replace “has t eani s In tion §7-38-67" with "means an
individual who Is a resident of this state and meets the qualifications for a_beginning
farmer as“ gstablished by the industrial commission for Bank of North Dakota loan

programs

Page 3, line 17, replace "federal taxable income" with "net income as determined on
schedule f of the federal income tax return” and remove "from farming or ranching"

Page 3, line 18, remove "as a beginning farmer”

Page 3, line 19, remove “or gperator"

Page 3, line 20, replace "has the same meaning_as in section 57-38-67" with "means an
al who s a resident of this state and meets the qualifications for a beginning
farmer as established by the industrial commission for Bank of North Dakota loan

programs"
Page 3, replace lines 21 through 25 with:
(2) DESK, (3) COMM Page No. 1 HR-21-1689

)
H\\,//

SR

ds Institute
e of business. The photographic process meets standards of the Amerfcan National Standar
’(‘;;;l;i:‘::damhtit\‘/:l"m?ét:';icl?n‘{muorlcsz 1¢ the fi’lnp:d image above is less legible than this Notice, {t {s due to the quality of the

document being f1imed.
D s S W gt wlalo’
‘ Operator’s Signature Date

The. mlorographic {mages on this film are accurate reproductions of records delivered to Modern Information Systems for microfilming and N




r

REPORT OF STANDING COMMITTEE (410) Module No: HR-21-1889 "

February 4, 2003 9:41 a.m, Carrler: Clark
insert L.C: 30332.0102 Titie: .0200

) ~ "SECTION 4. USE OF AGRICULTURAL PRODUCTS UTILIZATION
' COMMISSION APPROPRIATED FUNDS. The agricultural products utllization
commission shall provide beginning farmer property tax reimbursement under section 1
of this Act for the blennium beginning July 1, 2003, and ending June 30, 2005, in an
amount not excceding fifty percent of the total funds appropriated to the agricultural

products utilization commission for all purposes for the blennium beginning July 1, :

2003, and ending June 30, 20056." ‘-{

Renumber accordingly
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(2) DESK, (3) COMM Page No. 2 HR-21-1689
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HB 1375
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#b 1375
Chairman Belter
Members of House Finance and Tax Comnittee
APUC - has approximately 2.5 million dollars in its fands. Approximately 1
million is from gas tax, 1 million from general funds, and about 500 thousand from
Federal Funds. From the handouts I have presented, you can see where this money has
been spent. This bill would redirect some of these funds.
Mr. Chairman, as you are well aware of, farming requires a large investment and
considerable time and energy. This piece of Legislation is an attempt to help beginning
farmers get reimbursed on all or part of their property taxes and all of their state income |
taxes. Not many beginning farms are concerned with income taxes because of the huge
capital investment! |
Mr. Bob Human has informed me of the Bank of North Dakota real estate loans: {
126 from 1999-2000 i
115 from 2001-2002 |
F.S.A. ¢f Fargo has furnished me the following information:
Beginning Farmers 2002 - 155
2001 - 142
2000 - 138
1999 - 136
1998 - 83
F.S.A average — 131 per year

B.N.D. average — 120 per year

Mr. Chairman, committee members; this piece of Legislation does not add any
additional cost to the taxpayers of North Dakota.
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COUNTY NANZ
AUAYE
BARNEA
8ILLINGS
ROTTINEAL
BOWMAN
BURLEBIGH
CANY
CAVAL YRR
DIVIDE
DINN, PP
BMOND
O0LORN VALLEY
GRAND FOAKS
SaaNT
HETTINGEA
KIDDXR
LANOURE
KCHEImMY
NCINTORH
MCLERAN, Py
MERCER, PT
NORTON
NELEOR
OLIVER
ROMRINA
RANSON
RENVILLE
RICKHLAND
ROLRTTY
ATARK
TOWNEBR
TRAILL,
NALSN

NUMBER oF
HORROWERS

2
3
1
a
1
1
L]
]
1
3
3
1
7
a
3
a
2
1
i
3
a
2
]
1
4
1
1
2
2
1
2
&
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DATR: 12/18/02

COUNTY Naxz
BARNEE
RENgON
BILL,ING
ROTTINEAY
BONMAN
Cass
CAVALIXR
DICKRY
wviog
DUNN, 7
RMMONY
GOLDEN VALLRY
GAAND PORKXE
HEDTTINGER
XIDDEK
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LOGAN
MCHENRY
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NORZON
MOUNTRAIL, pop
NELYON
PEMBINA
PIERCE
RENVILLE
RICKLAND
ROLEMTR
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ATERLE
STUTBNAN
TONNER
TRALILYL
WALSH

WARD

NUNBER OF
RORROWERS

&
1
1
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]
?
§
2
1
a
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]
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3
1
3
a
2
]
4
7
a
4
7
1
8
1
4
b
1
d
1
1
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1
7
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COUNTY NAMY
ADAMS
MARNE S
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CAVALIER
DICKRY
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BMMONG
GOLDEN VALLEY
GRAND YyORKE
GRANT
HETTINGRP
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BARNER
BENSON
RO0TTINBAU
BURKE
BURLRIGR
CAES
CAVALIRR
DICKEY
RIVIDE
DUNN, Pp
EMMONS
GOLOEY VALLIY
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7N HOUSE FINANCE AND TAXATION COMMITTEE
January 27, 2003

Testimony of LuElla Wedge, Property Tax Specialist

HOUSE BILL NO. 1375
Mr. Chairman, Members of the Committee, for the record I am LuElla Wedge,‘ Property

Tax Specialist for the Office of State Tax Commissioner. My testimony relates only to the 1
property tax portion of HB 1375, Any concerns about the income tax portion will be addressed
by someone else.

My first commeﬁt concerns language beginning on line 12 on page 1 of this bill, “for
property taxes paid on agricultural property owned or rented by the heginning farmer ...” If a
rental contract provides for the beginning farmer to pay the property taxes, and he actually makes

™ the payment, this language will work. If the landlord is responsible for and pays the property
taxes and passes them through to the beginning farmer in the amount of rent charged, there
should be language included setting out that the beginning farmer must submit documentation,
‘such as the lease agreement, showing he, in fact, “paid” the property taxes. If the landlord pays
the property taxes and does not pass them through to the beginning farmer, there is no reason for
a refund to the beginning farmer,

On line 11 of page 2, HB 1375 states, “For purposes of this section, ‘beginning farmer’
has the same meaning as in section 57-38-67.” That is the income tax statute. Since this section
of the bill concerns property tax, it seems more appropriate that it relate to the property tax
definition of a “beginning farmer,” Sgction 57-02-08(15)(b)(2), which relates to the farm
residence exemption, states, in part, *“‘Farmer’ includes a ‘beginning farmer’ who has begun

occupancy and operation of a farm within the three preceding calendar years; who normally

C g

Livered to Modern Information Syatems for microfiiming snd
The Wiarograptic Images on e o of s bt “P&\mt!xigfp::g::ﬁsm‘:n l;andards of the Amar{can National Gtandards Institute ﬁ
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HB 1375
Testimony of LuE]]x Wedge

~~  January 27 2003

Page 2

devotes the major portion of time to the activities of producing products of the soil, poultry
livestock, or dairy farming in such products’unmanufactured state; and who does not have a,
history of farm income from farm operation for each of the three preceding calendar years,”
This definition is considerably different from that in section 57-38-67, |
This concludes my prepared testimony. [ will he happy to try to answer any questions

you may have,
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&N
NORTH DAKOTA MEDIAN FARM SIZE
; (1997 Census of Agriculture)
; co COUNTY FARMS | MEDIAN co COUNTY FARM { MEDIAN
j 4 30504 | ACRES.844] # 30,504 | ACEF
_? 1 |ADAMS 367 1,217 28 {MCLEAN 969
2 |BARNES 2 7000 26 :MERCER 47
; 3 |BENSON 604 97| 30 |MORTON 907
: 4 |BILLINGS 237 1,033| 31 [MOUNTRAIL 755
| 5 |BOTTINEAU 808 76| 32 |NELSON 4n
6 |BOWMAN 358 1,149 33 |OLIVER 327
: 7 |BURKE 479 980 34 |PEMBINA 618
{ 8 |BURLEIGH 867 521 3% |PIERCE 491
; 9 |cass 919 850 36 [RAMSEY 528
( 10 |CAVALIER 682 971 37 [RANSOM 488
; 11 |DICKEY 517 660 38 |RENVILLE 390
; 12 |DIVIDE 538 1,140 39 |RICHLAND 874
; 13 |DUNN 618 1,1600 40 |ROLETTE s11
{ 14 |EDDY 288 917 41 |SARGENT 449
; 15 |EMMONS 744 793] 42 |SHERIDAN 380
P 16 |FOSTER 282 1,025) 4 | sioux 193
Py 17 |GOLDEN VALLEY 244 1,200 44 |SLOPE 263
{ \ N 18 |GRAND FORKS 768 658 45 [STARK 802
to ‘ 19 |GRANT 596 1,120) 46 |STEELE 290
3 . 20 |GRIGGS 287 700 47 |STUTSMAN 919
5 21 |{HETTINGER 436 1,101 48 |TOWNER 428
i 22 |KIDDER 513 1,0m| 49 (TRAILL 41
f 2 |LAMOUKE 616 864 50 |WALSH 785
! 24 |LOGAN 401 960] St {WARD 1,172
; 25 |MCHENRY 905 760 52 |WELLS 593
} 2% |MCINTOSH 508 740| 53 |WILLIAMS 850
§ 27 |MCKENZIE 668 1,110
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The. micrographic {mages on this film are accurate rep Hodern 1!
a. Th otographic process meets standards o
‘(':;:l;iil'::dlmh?;:lrmt-:;ﬁ:\‘:":loef‘;c?:mn‘ the ﬁ.lv:‘d |mg.ephahova Is less legible than this Notice, ft is due to the quality of the

document being fflmed.
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