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2023 HOUSE STANDING COMMITTEE MINUTES

Agriculture Committee
Room JW327C, State Capitol

HB 1371
1/27/2023

Relating to agricultural definitions, ownership exceptions for beekeeping, agriculture
support services, cattle backgrounding and feedlot operations, and raising or producing of
livestock by person that have limited landholdings.

Vice Chairman Beltz called the meeting to order at 9:35 AM

Members present: Chairman Thomas, Vice Chairman Beltz, Representatives Christy,
Finley-DeVille, Fisher, Headland, Henderson, Kiefert, Olson, Pritchard, Schreiber-Beck,
Tveit, VanWinkle.

Discussion Topics:

e Zoning
Surplus feed
Trade wars
Global politics
Lost opportunities
Competition
Economic benefits
Corporate processers
Marketing
Distance to market
Supply chain
Processors
Partnerships
S Corps
Land purchases
Local control
Weather

In favor:

Representative Paul Thomas, District 6, Primary bill sponsor, #17475
Governor Doug Burgum, North Dakota Governor, #17858

Doug Goehring, Commissioner, ND Agriculture Department, #17856

Daryl Lies, President ND Farm Bureau (no written testimony)

Kenton Holle, ND Milk Producers Association, # 17469

Craig Jarolimek, ND Livestock Alliance (no written testimony)

Wayne Trottier, Retired Legislator and Farmer, Bismarck (no written testimony)
Richard Roland, Crosby, ND #17208

Opposed:
Mark Watne, President, ND Farmers Union (NDFU), #17471
Shelly Ziesch, Rancher, Pettibone, ND #17281
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Rebecca “Beckie” Phillips, #17333

John Lueck, Farmer, Spiritwood, ND, #17302

Mary Rude, HS Senior, Family rancher/farmer, #17319

Baille Graner, Morton County Rancher (no written testimony)

Scott Skokos, Executive Director, Dakota Resource Council, #17184

Frank Matejcek, Farmer/Rancher, Grand Forks, ND, #17465

Travis Zablotney, Farmer, Rancher, Ward County, ND (no written testimony)

Additional written testimony:

Randy Melvin, Farmer, Buffalo, ND, #17473

Julie Ellingson, ND Stockmen’s Association, #17468

Scott German, 4" generation farmer from Oakes ND, #16609

Alan Qual, Lisbon ND Dairy Farmer, #17229

Jeff Zueger, CEO, Midwest Ag Energy, Director, ND Ethanol Producers Association, #17278
Jacy Schafer, Cattle producer, Carson, ND, #17328

Andrew Mauch, President, ND Corn Growers Association, #17361

Tamra Hein, Executive Director, ND Pork Council, #17497

Curtis Stofferahn, Professor Emeritus, Sociology, University of ND, #14835, 14836, 14840
Steven Perdue, Ray, North Dakota Farmer, #15809

Sarah Vogel, Author, Attorney, Advocate, and former ND Agriculture Commissioner, #16828
Cassidy Lyngaas, Farmer/Rancher, #17298

Ronda Throener, Farm/Rancher, Cogswell, ND, #17318

Madeline Luck, #17349

Olivia Johnson, Dakota Resource Council member, #17356

Scott Shively, Dairy farmer, Towner, ND, #17362

Karen Ehrens, RD, LRD, Bismarck, ND, #17373

Nicole Donaghy, Executive Director, ND Native Voice, #17472, #19340

Phil Murphy, ND Soybean Growers Association, #16939

Mark Lyman, Economic Development specialist, Minot Area Chamber EDC, #17303
Frank Tomac, District 31 Sioux County Rancher, #19339

Vice Chairman Beltz adjourned the meeting at 12:05 PM

Diane Lillis, Committee Clerk



2023 HOUSE STANDING COMMITTEE MINUTES

Agriculture Committee
Room JW327C, State Capitol

HB 1371
2/17/2023

Relating to agricultural definitions, ownership exceptions for beekeeping, agriculture
support services, cattle backgrounding and feedlot operations, and raising or producing of
livestock by person that have limited landholdings.

Chairman Thomas called the meeting to order at 10:56 AM

Members present: Chairman Thomas, Vice Chairman Beltz, Representatives Christy,
Finley-DeVille, Fisher, Headland, Henderson, Kiefert, Olson, Prichard, Schreiber-Beck,
Tveit, VanWinkle.

Discussion Topics:

e Corporate structures

o Beekeeping
Representative Paul Thomas presented amendment, #27949, LC #23.0721.02002.
Doug Goehring, Commissioner, ND Department of Agriculture, #21095, #21123
Dutch Bialke, General Counsel, ND Department of Agriculture, (no written testimony)

Matt Perdue, ND Farmers Union, (no written testimony).

Chairman Thomas adjourned the meeting at 11:49 AM

Diane Lillis, Committee Clerk
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Room JW327C, State Capitol

HB 1371
2/17/2023

Relating to agricultural definitions, ownership exceptions for beekeeping, agriculture
support services, cattle backgrounding and feedlot operations, and raising or producing of
livestock by person that have limited landholdings.

Chairman Thomas called the meeting to order at 4:10 PM

Members present: Chairman Thomas, Vice Chairman Beltz, Representatives Christy,
Finley-DeVille, Fisher, Headland, Henderson, Kiefert, Olson, Prichard, Schreiber-Beck,
Tveit, VanWinkle.

Discussion Topics:
e Committee action

Matt Perdue, ND Farmers Union (no written testimony)
Representative Beltz moved to adopt the amendment LC #23.0721.02002 (Testimony

#21123).
Representative Fisher seconded.

Roll call vote:

Representatives Vote
Representative Paul J. Thomas Y
Representative Mike Beltz Y
Representative Josh Christy Y
Representative Lisa Finley-DeVille AB
Representative Jay Fisher Y
Representative Craig Headland Y
Representative Donna Henderson Y
Representative Dwight Kiefert Y
Representative SuAnn Olson Y
Representative Brandon Prichard Y
Representative Cynthia Schreiber-Beck Y
Representative Bill Tveit Y
Representative Lori VanWinkle AB

Motion 11-0-2
Representative Thomas, further amended page 3, line 1 strike,” hypophonic agriculture”.

Representative Beltz moved to adopt the further amendment.
Representative Christy seconded.
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Roll call vote:
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Representatives
Representative Paul J. Thomas
Representative Mike Beltz
Representative Josh Christy
Representative Lisa Finley-DeVille
Representative Jay Fisher
Representative Craig Headland
Representative Donna Henderson
Representative Dwight Kiefert
Representative SuAnn Olson
Representative Brandon Prichard
Representative Cynthia Schreiber-Beck
Representative Bill Tveit
Representative Lori VanWinkle
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Motion passed 11-0-2

Representative Headland moved a do pass as amended.
Representative Beltz seconded.

Roll call vote:

Representatives Vote
Representative Paul J. Thomas
Representative Mike Beltz
Representative Josh Christy
Representative Lisa Finley-DeVille
Representative Jay Fisher
Representative Craig Headland
Representative Donna Henderson
Representative Dwight Kiefert
Representative SuAnn Olson
Representative Brandon Prichard
Representative Cynthia Schreiber-Beck
Representative Bill Tveit
Representative Lori VanWinkle
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Motion passed 9-2-2
Representative Fisher will carry the bill.

Chairman Thomas adjourned the meeting at 4:40 PM

Diane Lillis, Committee Clerk
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PROPOSED AMENDMENTS TO HOUSE BILL NO. 1371 '

Page 1, line 1, after "to" insert "create and enact four new sections to chapter 10-06.1 of the
North Dakota Century Code, relating to authorized livestock farm corporation
requirements, initial and annual reporting requirements for authorized livestock farm
corporations, and authorized livestock farm limited liability companies; to"

Page 1, line 1, replace "section" with "sections"
Page 1, line 1, replace the second "and" with ", 10-06.1-02, and 10-06.1-04,"

Page 1, line 2, after "10-06.1-12" insert "', and sections 10-06.1-13, 10-06.1-14, 10-06.1-17,
10-06.1-21, 10-06.1-22, 10-06.1-26, and 10-06.1-27"

Page 1, line 4, remove "and"

Page 1, line 4, after "landholdings" insert ", and required reporting for corporate farming; and to
provide a penalty"

Page 1, line 16, remove "'Beekeeping" means the breeding or rearing of bee colonies or the
owning."

Page 1, line 17, replace "maintenance, or management of bee apiaries" with ""Authorized
livestock farm corporation" means a corporation formed for cattle
backgrounding, cattle finishing, or the production of poultry or poultry
products, milk or dairy products, or swine or swine products which, at all
times, complies with the requirements of this chapter"

Page 1, after line 17, insert:

"4. "Authorized livestock farm limited liability company" means a limited liability
company formed for cattle backarounding, cattle finishing, or the
production of poultry products. milk or dairy products, or swine or swine
products which, at all times, complies with the requirements of this
chapter."

Page 1, line 18, replace "4." with "5."
Page 1, replace lines 20 through 23 with:

"8. "Cattle finishing" means the feeding or growing of cattle for the purpose of
expeditiously preparing the cattle for harvest."

Page 2, line 1, replace "6." with "7."

Page 2, line 3, replace "7. __ a." with "8."

Page 2, line 3, remove the overstrike over "eultivating”
Page 2, line 3, remove the underscored colon

Page 2, line 4, remove "(1)  Cultivating"

Page 2, line 4, remove the overstrike over the overstruck comma
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Page 2, line 4, remove the underscored semicolon
Page 2, line 4, remove the overstrike over "the"
Page 2, line 5, remove "(2) The"

Page 2, line 6, remove the overstrike over "i"

Page 2, line 7, remove "b Notwithstanding subdivision a, "farming or ranching""

Page 2, remove line 8

Page 2, line 9, replace "(2)" with "a."
Page 2, line 10, replace "(3)" with "b."
Page 2, line 11, replace "(4)" with "c."
Page 2, line 12, replace "(5)" with "d."

Page 2, line 12, remove "Cattle backgrounding or cattle finishing feedlot operations, or the
raising or"

Page 2, remove lines 13 and 14

Page 2, line 15, replace "hundred sixty acres [64.75 hectares]" with "Custom harvesting"

Page 2, line 16, replace "(6)" with "e."

Page 2, line 16, remove ", hydroponic agriculture,"
Page 2, line 19, replace "(7)" with "f."

Page 2, line 21, replace "8." with "9."

Page 2, line 24, replace "9." with "10."

Page 2, line 26, replace "10." with "11."

Page 2, remove lines 29 and 30

Page 3, line 13, after "in" insert "day-to-day"

Page 3, line 13, after the second "or" insert "day-to-day"
Page 3, line 14, after "contribute" insert "significantly"
Page 3, after line 14, insert:

"SECTION 2. AMENDMENT. Section 10-06.1-02 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-02. Farming or ranching by corporations and limited liability
companies prohibited.

All corporations and limited liability companies, except as otherwise provided in
this chapter, are prohibited from owning or leasing land used for farming or ranching
and from engaging in the business of farming or ranching. A corporation or a limited
liability company may be a partner in a partnership that is in the business of farming or
ranching only if that corporation or limited liability company complies with this chapter.

Notwithstanding any other provision, an authorized livestock farm corporation or
authorized livestock farm limited liability company is prohibited from being a partner in
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a partnership owning or leasing land used for farming or ranching or engaging in the
business of farming or ranching, a shareholder of an authorized livestock farm
corporation, or a member of an authorized livestock farm limited liability company. U

SECTION 3. AMENDMENT. Section 10-06.1-04 of the North Dakota Century }\ /\
Code is amended and reenacted as follows:

10-06.1-04. Conversion of corporations.

A business corporation regulated under chapter 10-19.1 may convert to a
farming or ranching corporation by adopting an amendment to its articles of
incorporation or by applying for an amended certificate of authority which specifies that
the corporation elects to be subject to this chapter and by complying with all
requirements of this chapter. The amendment must be filed with the secretary of state
with the prescribed fee and with the initial report required by section 10-06.1-15. A
farming or ranching corporation may convert to a business corporation by adopting an
amendment to its articles of incorporation or by applying for an amended certificate of
authority. The amendment must be filed with the secretary of state with the prescribed
fee. The amendment must be accompanied by a report outlining the information, as of
the date of the amendment, which is required under section 10-06.1-17 and section 11
of this Act, and the manner in which the corporation has divested itself of its owned or
leased land holdings and its business of farming or ranching."

Page 3, after line 21, insert:

"SECTION 5. A new section to chapter 10-06.1 of the North Dakota Century
Code is created and enacted as follows:

Authorized livestock farm corporation or limited liability company -
Requirements.

This chapter does not prohibit an authorized livestock farm corporation or an
authorized livestock farm limited liability company from owning or leasing real estate
and engaging in the business of farming or ranching if the corporation meets all the
requirements of chapter 10-19.1 or the limited liability company meets all the
requirements of chapter 10-32.1 which are not inconsistent with thls chapter. The
following requirements also apply:

1. If a corporation, the corporation may not have more than ten shareholders.
If a limited liability company, the limited liability company may not have
more than ten members.

N

If a corporation, shareholders holding seventy-five percent or more of the
shares entitled to vote and the shares entitled to distributions must be
individuals who are actively engaged in operating a farm or ranch,
corporations that meet the requirements of chapter 10-06.1-12, or limited
liability companies that meet the requirements of chapter 10-06.1-12. If a
limited liability company, members holding fifty-one percent or more of
interests entitled to vote and interests entitled to distributions in the limited
liability company must be individuals who are actively engaged in
operating a farm or ranch, corporations that meet the requirements of
chapter 10-06.1-12, or limited liability companies that meet the
requirements of chapter 10-06.1-12.
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If a corporation, all shareholders who are individuals must be citizens of
the United States or permanent resident aliens of the United States, and all
shareholders that are persons otherwise eligible under this chapter, and
any controlling person of the corporation, must be organized in the United szi L
States and one hundred percent of the stock must be owned by citizens of \("\’)w)
the United States or permanent resident aliens. If a limited liability f\r\'
company, all members who are individuals must be citizens of the United ’
States or permanent resident aliens of the United States, and all members
that are persons otherwise eligible under this chapter, and any controlling
person limited liability company, must be organized in the United States

and one hundred percent of the interests must be owned by citizens of the
United States or permanent resident aliens.

The authorized livestock farm corporation or authorized livestock farm
limited liability company may not at any time, directly or indirectly, own,
lease, or otherwise have an interest in more than one hundred sixty acres
[64.75 hectares] of land.

If a corporation, none of its shareholders are shareholders in other
authorized livestock farm corporations. or members in authorized livestock
farm limited liability companies, that directly or indirectly in combination
with the corporation own, lease, or otherwise have an interest in more than
six hundred forty acres [259 hectares] of land. If a limited liability company,
none of its members are members in other authorized livestock farm
limited liability companies or shareholders in authorized livestock farm
corporations that directly or indirectly in combination with the limited liability
company own, lease, or otherwise have an interest more than six hundred
forty acres [259 hectares] of land.

If a corporation, the officers and directors of the corporation must be
shareholders who are actively engaged in operating the authorized
livestock farm corporation. If a limited liability company, the governors,
managers, and officers must be members who are actively engaged in
operating the authorized farm limited liability company.

An annual average of at least sixty-five percent of the gross income of the
corporation or limited liability company over the previous five years. or for
each year of its existence, if less than five years. must have been derived
from the production of cattle, poultry or poultry products, milk or dairy
products, or swine or swine products.

The income of the corporation or limited liability company from nonfarm
rent, nonfarm royalties, dividends, interest, and annuities may not exceed
twenty percent of the gross income of the corporation or limited liability

company.

The corporation or limited liability company may not directly or indirectly
engage in the cultivation of land for the production of crops or the grazing
of livestock.

The corporation or limited liability company must begin construction of the
facilities used in the animal feeding operation or concentrated animal
feeding operation within one year of obtaining the agricultural landholding.
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11. The corporation or limited liability company must have a fully operational ‘\
animal feeding operation or concentrated animal feeding operation within \)Jt

three years of obtaining the agricultural landholding. \(\/{f?

7/
12. An authorized livestock farm corporation or limited liability company 1’3\
violating subsection 10 or 11, or which is inactive for three consecutive
years as determined by the agriculture commissioner, is subject to the
divestment provisions of section 10-06.1-24.

SECTION 6. AMENDMENT. Section 10-06.1-13 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-13. Applicability of North Dakota Business Corporation Act.

Chapter 10-19.1 is applicable to farming or ranching corporations and
authorized livestock farm corporations, which have the powers and privileges and are
subject to the duties, restrictions, and liabilities of other business corporations except
when inconsistent with the intent of this chapter. This chapter takes precedence in the
event of any conflict with the provisions of chapter 10-19.1.

SECTION 7. AMENDMENT. Section 10-06.1-14 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-14. Applicability of North Dakota limited liability company laws.

Chapter 10-32.1, except those sections which pertain to foreign limited liability
companies, is applicable to farming or ranching limited liability companies and
authorized livestock farm limited liability companies, which have the powers and
privileges and are subject to the duties, restrictions, and liabilities of other business
limited liability companies, except when inconsistent with the intent of this chapter. This
chapter takes precedence in the event of any conflict with the provisions of chapter
10-32.1.

SECTION 8. A new section to chapter 10-06.1 of the North Dakota Century
Code is created and enacted as follows:

Applicability of restriction on alien ownership of land.

The provisions of chapter 47-10.1 supersede this chapter in the event of any
conflict.

SECTION 9. A new section to chapter 10-06.1 of the North Dakota Century
Code is created and enacted as follows:

Initial report - Authorized livestock farm corporations and authorized
livestock farm limited liability companies.

1. Every authorized livestock farm corporation or authorized livestock farm
limited liability company shall file an initial report with its articles of
incorporation or articles of organization. The report must be signed by the
incorporators or organizers, and must contain the following:

a. The name of the corporation or limited liability company.

b. With respect to each shareholder or member:
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(1) The name and address of each, including the names and L\3<\ .ﬁa

addresses and relationships of trusts and estates that own \(\
shares or membership interests; (}:
(2) If an organization, the state of domicile:
(3) The number of shares or membership interests:
(4) Each person's percentage of shares entitled to vote or
membership interests entitled to vote; and whether any voting
agreement exists;
(8) Each person's percentage of capital and financial interests:
(6) A statement of whether each is a citizen or permanent resident

alien of the United States: and

(7)  As to individuals, a statement of whether each will be actively
engaged in operating the farm or ranch and whether each will
reside on the farm or ranch.

With respect to management:

(1) If a corporation, the names and addresses of the officers and
members of the board of directors.

(2) Ifalimited liability company, the names and addresses of the
managers, members of the board of governors, and officers.

A statement that the corporation or limited liability company does not
and will not directly or indirectly own, lease, or hold any interest in
more than one hundred sixty acres [64.75 hectares].

If the purchase or lease of land is final at the time of the initial report, a
statement listing the acreage and the number of hectares and location
listed by section, township. range, and county of all land in the state in
which the corporation or limited liability company has an ownership.,
leasehold, or other interest. If the purchase or lease of land is not final
at the time of the initial report, a statement that there is a bona fide
and imminent intent and a plan to purchase or lease land in the state.

A statement that no investors are shareholders or members in any
other authorized livestock farm corporation or authorized livestock
farm limited liability company that directly or indirectly with the
corporation or limited liability company own, lease, or hold any interest
in more than six hundred forty acres [259 hectares].

A statement that at least sixty-five percent of the gross income of the
corporation or limited liability company will be derived from farming or
ranching operations. and that twenty percent or less of the aross
income of the corporation or limited liability company will be from
nonfarm rent, nonfarm royalties, dividends, interest, and annuities.

A statement that the corporation or limited liability company will not
engage in the cultivation of land for the production of crops.

If the facility is not operational, a statement as to the planned date of
operations.
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j.  Astatement that the corporation or limited liability company does not
hold an interest in any other authorized livestock farm corporation or
authorized livestock farm limited liability company.

A corporation or a limited liability company may not commence farming or
ranching in this state until the secretary of state has received and filed the
initial report required by this section and the articles of incorporation or
articles of organization. The corporation or limited liability company shall
furnish to the official county newspaper of each county or counties in which
it has any interest in any land a legal notice reporting the following:

g

a. The name of the corporation or limited liability company and its
shareholders or members as listed in the initial report.

b. A statement to the effect that the corporation or limited liability
company has reported that it holds an interest in land in the county,
the use of the land, and that a description of that land is available for
inspection at the secretary of state's office.

A statement to the effect that each of the shareholders of the
corporation or members of the limited liability company do not directly
or indirectly in combination with interests in any other person own
more than six hundred forty acres [259 hectares] of agricultural land.

SECTION 10. AMENDMENT. Section 10-06.1-17 of the North Dakota Century
Code is amended and reenacted as follows:

[©

10-06.1-17. Annual report - Contents - Filing requirements.

Except for the first annual report, the annual report of a corporation engaged in
farming or ranching after June 30, 1981, and a limited liability company engaged in
farming or ranching must be delivered to the secretary of state before April sixteenth of
each year. The first annual report must be delivered before April sixteenth in the year
following the calendar year of the effective date of the articles of incorporation, articles
of organization, or certificate of authority. The annual report must be signed as
provided in subsection 58 of section 10-19.1-01 if a corporation and subsection 49 of
section 10-32.1-02 if a limited liability company, and submitted on a form prescribed by
the secretary of state. If the corporation or limited liability company is in the hands of a
receiver or trustee, it must be signed on behalf of the corporation or limited liability
company by the receiver or trustee. An annual report must include the following
information with respect to the preceding calendar year:

1. The name of the corporation or limited liability company.

2. The name of the registered agent of the corporation or limited liability
company as provided in chapter 10-01.1 and, if a noncommercial
registered agent, the address of the registered office of the corporation or
limited liability company in this state.

3. With respect to each corporation:

a. Astatement of the aggregate number of shares the corporation has
authority to issue, itemized by classes, par value of shares, shares
without par value, and series, if any, within a class.

Page No. 7/ 23.0721.02003

N\



jon

b. A statement of the aggregate number of issued shares, itemized by
classes, par value of shares, shares without par value, and series, if
any, within a class.

With respect to each limited liability company:

a. Astatement of the aggregate number of units the limited liability

company has authority to issue, itemized by classes and series, if any,

within a class.

b. A statement of the aggregate number of issued units, itemized by
classes and series, if any. within a class.

With respect to each shareholder or member;

a. The name and address of each, including the names and addresses
and relationships of beneficiaries of trusts and estates which own
shares or membership interests;

b. The number of shares or membership interests or percentage of
shares or membership interests owned by each;

c. The relationship of each;

d. Astatement of whether each is a citizen or permanent resident alien
of the United States; and

e. Astatement of whether at least one is an individual residing on or
operating the farm or ranch.

With respect to management:

a. If a corporation, then the name and address of each officer and
member of the board of directors, and a statement of whether each is
a shareholder actively engaged in operating the farm or ranch; or

b. If a limited liability company, then the name and address of each
manager and member of the board of governors, and a statement of
whether each is a member actively engaged in operating the farm or
ranch.

A statement providing the land description and listing the acreage
[hectarage] and location listed by section, township, range, and county of
all land in the state owned or leased by the corporation or limited liability
company and used for farming or ranching. The statement must also
designate which, if any, of the acreage [hectarage] is leased from or jointly
owned with any shareholder or member and list the name of the
shareholder or member with that acreage [hectarage].

A statement of the percentage of the annual average gross income of the
corporation or limited liability company which has been derived from
farming or ranching operations over the previous five years or for each
year of existence if less than five years.

A statement of the percentage of gross income of the corporation or limited

liability company derived from nonfarm rent, nonfarm royalties, dividends,
interest, and annuities during the period covered by the report.

Page No. 8 /l% 23.0721.02003

%
P



91 A corporation engaged in farming which fails to file an annual report is Jr

subject to the penalties for failure to file an annual report as provided in N
chapter 10-19.1, except that the penalties must be calculated from the date o l}/
of the report required by this section. \\\i

46-1 A limited liability company engaged in farming which fails to file an annual
report is subject to the penalties for failure to file an annual report as
provided in chapter 10-32.1, except that the penalties must be calculated
from the date of the report required by this section.

SECTION 11. A new section to chapter 10-06.1 of the North Dakota Century
Code is created and enacted as follows:

Annual report - Contents - Filing requirements.

1. Except for the first annual report, the annual report of an authorized
livestock farm corporation or authorized livestock farm limited liability
company must be delivered to the secretary of state before April sixteenth
of each year. The first annual report must be delivered before April
sixteenth in the year following the calendar year of the effective date of the
articles of incorporation or articles of organization. The annual report must
be signed as defined in section 10-19.1-01 if a corporation or section
10-32.1-02 if a limited liability company and submitted on a form
prescribed by the secretary of state. If the corporation or limited liability
company is in the hands of a receiver or trustee, the annual report must be
signed on behalf of the corporation or limited liability company by the
receiver or trustee. An annual report must include the following information
with respect to the preceding calendar vear:

a. The name of the reqgistered agent of the corporation or limited liability
company as provided in chapter 10-01.1 and, if a noncommercial
registered agent. the address of the registered office of the
corporation or limited liability company in this state.

o

The name of the corporation or limited liability company.

c. With respect to each corporation:

(1) A statement of the aggregate number of shares the corporation
has authority to issue, itemized by classes, par value of shares
shares without par value, and series, if any, within a class.

(2) A statement of the agaregate number of issued shares. itemized
by classes, par value of shares, shares without par value, and
series, if any, within a class.

d. With respect to each limited liability company:

(1) Astatement of the aggregate number of units the limited liability
company has authority to issue, itemized by classes and series,
if any, within a class.

(2) A statement of the aggregate number of issued units, itemized
by classes and series, if any, within a class.

e. With respect to each shareholder or member:
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(1) The name and address of each, including the names and \,'ib
addresses and relationships of trusts and estates that own /\‘
shares or membership interests; N‘
(2) If an organization, the state of domicile;
(3) The number of shares or membership interests;
(4) Each person's percentage of shares entitled to vote, or

membership interests entitled to vote, and whether any voting
agreement exists:

Each person's percentage of capital and financial interests:;

5 B

A statement of whether each is a citizen or permanent resident
alien of the United States: and

(7) As toindividuals, a statement of whether each will be actively
engaged in operating the farm or ranch and whether each will
reside on the farm or ranch.

With respect to management:

(1) If a corporation, the names and addresses of the officers and
members of the board of directors.

(2) If a limited liability company. the names and addresses of the
managers and members of the board of governors.

A statement that the corporation or limited liability company does not
directly or indirectly own, lease, or hold any interest in more than one
hundred sixty acres [64.75 hectares].

A statement providing the land description and listing the acreage, the
total number of hectares and location listed by section, township.
range, and county of all land in the state in which the corporation or
limited liability company has an ownership. leasehold, or other
interest.

A statement that no investors are shareholders or members in any
other authorized livestock farm corporation or authorized livestock
farm limited liability company that directly or indirectly with the
corporation or limited liability company own, lease, or hold any interest
in more than six hundred forty acres [259 hectares].

A statement that at least sixty-five percent of the gross income of the
corporation or limited liability company will be derived from farming or
ranching operations, and that twenty percent or less of the gross
income of the corporation or limited liability company is from nonfarm

rent, nonfarm royalties. dividends, interest, and annuities.

A statement that the corporation or limited liability company does not
engage in the cultivation of land for the production of crops or the
grazing of livestock.

The first date of operations.
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A statement that the corporation or limited liability company does not
hold an interest in any other authorized livestock farm corporation or

authorized livestock farm limited liability company.

The statement also must designate which, if any, of the acreage and
the total number of hectares is leased from or jointly owned with any
shareholder or member and list the name of the shareholder or
member with that acreage and the total number of hectares.

B

=

o

A statement of the percentage of the annual average gross income of
the corporation or limited liability company which has been derived

from farming or ranching operations over the previous five years or for
each year of existence if less than five years.

p. A statement of the percentage of gross income of the corporation or
limited liability company derived from nonfarm rent, nonfarm royalties,
dividends, interest, and annuities during the period covered by the
report.

A corporation engaged in farming which fails to file an annual report is

subject to the penalties for failure to file an annual report as provided in
chapter 10-19.1, except the penalties must be calculated from the date of
the report required by this section.

o

&

A limited liability company engaged in farming which fails to file an annual
report is subject to the penalties for failure to file an annual report as
provided in chapter 10-32.1, except the penalties must be calculated from
the date of the report required by this section.

SECTION 12. AMENDMENT. Section 10-06.1-21 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-21. Secretary of state to transmit information of noncompliance.

If the secretary of state finds from the annual report that the corporation or
limited liability company is not in compliance with the requirements of section
10-06.1-12 or section 5 of this Act, the secretary of state shall transmit such information
to the attorney general and the governor.

SECTION 13. AMENDMENT. Section 10-06.1-22 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-22. Tax commissioner to compare returns and reports.

Each year the tax commissioner shall select at random at least five percent of
the income tax returns filed by corporations or limited liability companies which report
on income from farming or ranching operations and shall compare such returns with
the annual report required to be filed with the secretary of state by section 10-06.1-17
and section 11 of this Act and shall forward any apparent violations to the attorney
general and the governor.

SECTION 14. AMENDMENT. Section 10-06.1-26 of the North Dakota Century
Code is amended and reenacted as follows:
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10-06.1-26. Protection of minority shareholders. %

h
If a shareholder owns less than fifty percent of the shares of a farming or (X (}/
ranching corporation or authorized livestock farm corporation doing business under this p\/ A
chapter, and if the terms and conditions for the repurchase of those shares by the r

corporation or by the other shareholders are not set forth in the bylaws or the
instrument which transferred the shares to the shareholder, or are not the subject of a
shareholders' agreement or an agreement between that shareholder and the
corporation, then the disposition of such shares must be determined by this section
upon the withdrawal of the shareholder. Any shareholder who desires to withdraw from
the corporation shall first offer the shares for sale to the remaining shareholders in
proportion to the shares owned by them. If not all of the shareholders wish to purchase
the shares, any one shareholder may purchase all of the shares of the withdrawing
shareholder. If no shareholder desires to purchase the shares of a withdrawing
shareholder, then the corporation may purchase the shares. If the corporation chooses
not to purchase the shares of the withdrawing shareholder, then the withdrawing
shareholder may sell the shares to any other person eligible to be a shareholder. If the
withdrawing shareholder is unable to sell the shares to any other person eligible to
become a shareholder, then the withdrawing shareholder may bring an action in district
court to dissolve the corporation. Upon a finding that the withdrawing shareholder
cannot sell the shares at a fair price, the court shall enter an order directing that the
corporation itself or any or all of the remaining shareholders pro rata or otherwise shall
have twelve months from the date of the court's order to purchase the shares of the
withdrawing shareholder at a fair price as determined by the court and that if the shares
of the withdrawing shareholder are not completely purchased at said price, the
corporation shall be dissolved and the assets of the corporation shall be first used to
pay all the liabilities of the corporation with the remaining net assets to be distributed
pro rata to the shareholders in proportion to their ownership of shares. For the purpose
of this section, a fair price for the shares of the withdrawing shareholder must be
determined as though the shares were being valued for federal gift tax purposes under
the Internal Revenue Code.

SECTION 15. AMENDMENT. Section 10-06.1-27 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-27. Protection of minority members.

If a member owns less than fifty percent of the membership interest of a farming
or ranching limited liability company or authorized livestock farm limited liability
company doing business under this chapter and if the terms and conditions for the
repurchase of that membership interest by the limited liability company or by the other
members are not set forth in the bylaws, the instrument that transferred the
membership interest to the member, or are not the subject of a member-control
agreement or other agreement between that member and the limited liability company,
the disposition of the membership interest must be determined by this section upon the
withdrawal of the member. Any member who desires to withdraw from the limited
liability company shall first offer the membership interest for sale to the remaining
members in proportion to the membership interests owned by the remaining members.
If not all of the members wish to purchase the membership interest, any one member
can purchase all of the membership interest of the withdrawing member. If no member
desires to purchase the membership interest of the withdrawing member, the limited
liability company may purchase the membership interest. If the limited liability company
chooses not to purchase the membership interest of the withdrawing member, the
withdrawing member may sell the membership interest to any other person eligible to
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be a member. If the withdrawing member is unable to sell the membership interest to l)f\ r{,’?
any other person eligible to become a member, the withdrawing member may bring an :
action in district court to terminate the limited liability company. Upon a finding that the ‘}
withdrawing member cannot sell the membership interest at a fair price, the court shall

enter an order directing that the limited liability company or any of the remaining

members pro rata or otherwise, have twelve months from the date of the court's order

to purchase the membership interest of the withdrawing member at a fair price as

determined by the court and that if the membership interest of the withdrawing member

is not completely purchased at the fair price, the limited liability company must be

dissolved and the assets of the limited liability company must be first used to pay all

liabilities of the limited liability company with the remaining net assets to be distributed

pro rata to the members in proportion to the member's membership interest ownership.

For the purpose of this section, a fair price for the membership interest of the

withdrawing member must be determined as though the membership interest was

being valued for federal gift tax purposes under the Internal Revenue Code."

Renumber accordingly
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REPORT OF STANDING COMMITTEE
HB 1371: Agriculture Committee (Rep. Thomas, Chairman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS (9
YEAS, 2 NAYS, 2 ABSENT AND NOT VOTING). HB 1371 was placed on the Sixth
order on the calendar.

Page 1, line 1, after "to" insert "create and enact four new sections to chapter 10-06.1 of the
North Dakota Century Code, relating to authorized livestock farm corporation
requirements, initial and annual reporting requirements for authorized livestock farm
corporations, and authorized livestock farm limited liability companies; to"

Page 1, line 1, replace "section" with "sections"

Page 1, line 1, replace the second "and" with ", 10-06.1-02, and 10-06.1-04,"

Page 1, line 2, after "10-06.1-12" insert ", and sections 10-06.1-13, 10-06.1-14, 10-06.1-17,
10-06.1-21, 10-06.1-22, 10-06.1-26, and 10-06.1-27"

Page 1, line 4, remove "and"

Page 1, line 4, after "landholdings" insert ", and required reporting for corporate farming; and
to provide a penalty”

Page 1, line 16, remove ""Beekeeping" means the breeding or rearing of bee colonies or the
owning,"

Page 1, line 17, replace "maintenance, or management of bee apiaries" with ""Authorized
livestock farm corporation” means a corporation formed for cattle
backgrounding, cattle finishing, or the production of poultry or poultry

products, milk or dairy products, or swine or swine products which, at all
times, complies with the requirements of this chapter"

Page 1, after line 17, insert:

"4. "Authorized livestock farm limited liability company” means a limited

liability company formed for cattle backgrounding. cattle finishing, or the
production of poultry products, milk or dairy products, or swine or swine

products which, at all times, complies with the requirements of this
chapter."

Page 1, line 18, replace "4." with "5."
Page 1, replace lines 20 through 23 with:

"6. "Cattle finishing" means the feeding or growing of cattle for the purpose
of expeditiously preparing the cattle for harvest."

Page 2, line 1, replace "6." with "7."

Page 2, line 3, replace "7. a." with "8."

Page 2, line 3, remove the overstrike over "eultivating”

Page 2, line 3, remove the underscored colon

Page 2, line 4, remove "(1) Cultivating"

Page 2, line 4, remove the overstrike over the overstruck comma

Page 2, line 4, remove the underscored semicolon
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Page 2, line 4, remove the overstrike over "the"
Page 2, line 5, remove "(2) The"
Page 2, line 6, remove the overstrike over "i"

Page 2, line 7, remove "b. Notwithstanding subdivision a, "farming or ranching

Page 2, remove line 8

Page 2, line 9, replace "(2)" with "a."
Page 2, line 10, replace "(3)" with "b."
Page 2, line 11, replace "(4)" with "c."
Page 2, line 12, replace "(5)" with "d."

Page 2, line 12, remove "Cattle backgrounding or cattle finishing feedlot operations, or the
raising or"

Page 2, remove lines 13 and 14

Page 2, line 15, replace "hundred sixty acres [64.75 hectares]" with "Custom harvesting"
Page 2, line 16, replace "(6)" with "e."

Page 2, line 16, remove ", hydroponic agriculture,"
Page 2, line 19, replace "(7)" with "f."

Page 2, line 21, replace "8." with "9."

Page 2, line 24, replace "9." with "10."

Page 2, line 26, replace "10." with "11."

Page 2, remove lines 29 and 30

Page 3, line 13, after "in" insert "day-to-day"

Page 3, line 13, after the second "or" insert "day-to-day"
Page 3, line 14, after "contribute" insert "significantly"
Page 3, after line 14, insert:

"SECTION 2. AMENDMENT. Section 10-06.1-02 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-02. Farming or ranching by corporations and limited liability
companies prohibited.

All corporations and limited liability companies, except as otherwise provided
in this chapter, are prohibited from owning or leasing land used for farming or
ranching and from engaging in the business of farming or ranching. A corporation or
a limited liability company may be a partner in a partnership that is in the business of
farming or ranching only if that corporation or limited liability company complies with
this chapter. Notwithstanding any other provision, an authorized livestock farm
corporation or authorized livestock farm limited liability company is prohibited from

being a partner in a partnership owning or leasing land used for farming or ranching
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or engaging in the business of farming or ranching, a shareholder of an authorized
livestock farm corporation. or a member of an authorized livestock farm limited

liability company.

SECTION 3. AMENDMENT. Section 10-06.1-04 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-04. Conversion of corporations.

A business corporation regulated under chapter 10-19.1 may convert to a
farming or ranching corporation by adopting an amendment to its articles of
incorporation or by applying for an amended certificate of authority which specifies
that the corporation elects to be subject to this chapter and by complying with all
requirements of this chapter. The amendment must be filed with the secretary of
state with the prescribed fee and with the initial report required by section
10-06.1-15. A farming or ranching corporation may convert to a business corporation
by adopting an amendment to its articles of incorporation or by applying for an
amended certificate of authority. The amendment must be filed with the secretary of
state with the prescribed fee. The amendment must be accompanied by a report
outlining the information, as of the date of the amendment, which is required under
section 10-06.1-17 and section 11 of this Act, and the manner in which the
corporation has divested itself of its owned or leased land holdings and its business
of farming or ranching."

Page 3, after line 21, insert:

"SECTION 5. A new section to chapter 10-06.1 of the North Dakota Century
Code is created and enacted as follows:

Authorized livestock farm corporation or limited liability company -
Requirements.

This chapter does not prohibit an authorized livestock farm corporation or an

authorized livestock farm limited liability company from owning or leasing real estate
and engagqing in the business of farming or ranching if the corporation meets all the

requirements of chapter 10-19.1 or the limited liability company meets all the
requirements of chapter 10-32.1 which are not inconsistent with this chapter. The
following requirements also apply:

1. If a corporation. the corporation may not have more than ten

shareholders. If a limited liability company, the limited liability company
may not have more than ten members.

[

If a corporation, shareholders holding seventy-five percent or more of the
shares entitled to vote and the shares entitled to distributions must be

individuals who are actively engaged in operating a farm or ranch,
corporations that meet the requirements of chapter 10-06.1-12, or limited

liability companies that meet the requirements of chapter 10-06.1-12. If a
limited liability company. members holding fifty-one percent or more of

interests entitled to vote and interests entitled to distributions in the
limited liability company must be individuals who are actively engaged in
operating a farm or ranch, corporations that meet the requirements of

chapter 10-06.1-12, or limited liability companies that meet the
requirements of chapter 10-06.1-12.

3. If a corporation, all shareholders who are individuals must be citizens of

the United States or permanent resident aliens of the United States, and

all shareholders that are persons otherwise eligible under this chapter,
and any controlling person of the corporation, must be organized in the

United States and one hundred percent of the stock must be owned by
citizens of the United States or permanent resident aliens. If a limited
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liability company. all members who are individuals must be citizens of the

United States or permanent resident aliens of the United States, and all
members that are persons otherwise eligible under this chapter, and any
controlling person limited liability company, must be organized in the
United States and one hundred percent of the interests must be owned
by citizens of the United States or permanent resident aliens.

The authorized livestock farm corporation or authorized livestock farm

limited liability company may not at any time, directly or indirectly, own,

lease, or otherwise have an interest in more than one hundred sixty
acres [64.75 hectares] of land.

If a corporation, none of its shareholders are shareholders in other
authorized livestock farm corporations, or members in authorized

livestock farm limited liability companies, that directly or indirectly in
combination with the corporation own. lease, or otherwise have an

interest in more than six hundred forty acres [259 hectares] of land. If a
limited liability company, none of its members are members in other

authorized livestock farm limited liability companies or shareholders in

authorized livestock farm corporations that directly or indirectly in
combination with the limited liability company own, lease, or otherwise

have an interest more than six hundred forty acres [259 hectares] of land.

If a corporation, the officers and directors of the corporation must be
shareholders who are actively engaged in operating the authorized
livestock farm corporation. If a limited liability company. the governors,
managers, and officers must be members who are actively engaged in
operating the authorized farm limited liability company.

An annual average of at least sixty-five percent of the gross income of
the corporation or limited liability company over the previous five years,

or for each year of its existence, if less than five years, must have been
derived from the production of cattle, poultry or poultry products, milk or
dairy products, or swine or swine products.

The income of the corporation or limited liability company from nonfarm

rent, nonfarm royalties, dividends, interest, and annuities may not exceed
twenty percent of the gross income of the corporation or limited liability
company.

The corporation or limited liability company may not directly or indirectly

engage in the cultivation of land for the production of crops or the grazing
of livestock.

The corporation or limited liability company must begin construction of
the facilities used in the animal feeding operation or concentrated animal
feeding operation within one year of obtaining the agricultural
landholding.

The corporation or limited liability company must have a fully operational

animal feeding operation or concentrated animal feeding operation within
three years of obtaining the agricultural landholding.

An authorized livestock farm corporation or limited liability company
violating subsection 10 or 11, or which is inactive for three consecutive

years as determined by the agriculture commissioner, is subject to the
divestment provisions of section 10-06.1-24.

SECTION 6. AMENDMENT. Section 10-06.1-13 of the North Dakota Century
Code is amended and reenacted as follows:

(1) DESK (3) COMMITTEE Page 4 h_stcomrep_33_001



Com Standing Committee Report Module ID: h_stcomrep_33_001
February 20, 2023 7:33AM Carrier: Fisher
Insert LC: 23.0721.02003 Title: 03000

10-06.1-13. Applicability of North Dakota Business Corporation Act.

Chapter 10-19.1 is applicable to farming or ranching corporations and
authorized livestock farm corporations, which have the powers and privileges and
are subject to the duties, restrictions, and liabilities of other business corporations
except when inconsistent with the intent of this chapter. This chapter takes
precedence in the event of any conflict with the provisions of chapter 10-19.1.

SECTION 7. AMENDMENT. Section 10-06.1-14 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-14. Applicability of North Dakota limited liability company laws.

Chapter 10-32.1, except those sections which pertain to foreign limited
liability companies, is applicable to farming or ranching limited liability companies
and authorized livestock farm limited liability companies, which have the powers and
privileges and are subject to the duties, restrictions, and liabilities of other business
limited liability companies, except when inconsistent with the intent of this chapter.
This chapter takes precedence in the event of any conflict with the provisions of
chapter 10-32.1.

SECTION 8. A new section to chapter 10-06.1 of the North Dakota Century
Code is created and enacted as follows:

Applicability of restriction on alien ownership of land.

The provisions of chapter 47-10.1 supersede this chapter in the event of any
conflict.

SECTION 9. A new section to chapter 10-06.1 of the North Dakota Century
Code is created and enacted as follows:

Initial report - Authorized livestock farm corporations and authorized
livestock farm limited liability companies.

1. Every authorized livestock farm corporation or authorized livestock farm
limited liability company shall file an initial report with its articles of
incorporation or articles of organization. The report must be signed by the
incorporators or organizers, and must contain the following:

a. The name of the corporation or limited liability company.
b. With respect to each shareholder or member:

(1) The name and address of each, including the names and
addresses and relationships of trusts and estates that own

shares or membership interests;

If an organization, the state of domicile;
The number of shares or membership interests;

E BB

Each person's percentage of shares entitled to vote or

membership interests entitled to vote; and whether any voting
agreement exists:

Each person's percentage of capital and financial interests;

B B

A statement of whether each is a citizen or permanent resident
alien of the United States:; and
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(7) As toindividuals, a statement of whether each will be actively
engaged in operating the farm or ranch and whether each will
reside on the farm or ranch.

o

With respect to management:

(1) If a corporation, the names and addresses of the officers and
members of the board of directors.

(2) If alimited liability company, the names and addresses of the
managers., members of the board of governors, and officers.

[

A statement that the corporation or limited liability company does not

and will not directly or indirectly own, lease, or hold any interest in
more than one hundred sixty acres [64.75 hectares].

If the purchase or lease of land is final at the time of the initial report,
a statement listing the acreage and the number of hectares and
location listed by section, township. range, and county of all land in

the state in which the corporation or limited liability company has an
ownership, leasehold, or other interest. If the purchase or lease of

land is not final at the time of the initial report, a statement that there

is a bona fide and imminent intent and a plan to purchase or lease
land in the state.

|©

[+

A statement that no investors are shareholders or members in any

other authorized livestock farm corporation or authorized livestock
farm limited liability company that directly or indirectly with the
corporation or limited liability company own, lease, or hold any
interest in more than six hundred forty acres [259 hectares].

g. A statement that at least sixty-five percent of the gross income of the

corporation or limited liability company will be derived from farming

or ranching operations, and that twenty percent or less of the gross
income of the corporation or limited liability company will be from

nonfarm rent. nonfarm royalties. dividends. interest, and annuities.

=

A statement that the corporation or limited liability company will not
engage in the cultivation of land for the production of crops.

If the facility is not operational, a statement as to the planned date of
operations.

j- Astatement that the corporation or limited liability company does not
hold an interest in any other authorized livestock farm corporation or

authorized livestock farm limited liability company.

[

A corporation or a limited liability company may not commence farming or
ranching in this state until the secretary of state has received and filed
the initial report required by this section and the articles of incorporation
or articles of organization. The corporation or limited liability company
shall furnish to the official county newspaper of each county or counties
in which it has any interest in any land a legal notice reporting the

following:

a. The name of the corporation or limited liability company and its
shareholders or members as listed in the initial report.

b. A statement to the effect that the corporation or limited liability
company has reported that it holds an interest in land in the county,
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the use of the land. and that a description of that land is available for
inspection at the secretary of state's office.

A statement to the effect that each of the shareholders of the
corporation or members of the limited liability company do not
directly or indirectly in combination with interests in any other person
own more than six hundred forty acres [259 hectares] of agricultural
land.

[©

SECTION 10. AMENDMENT. Section 10-06.1-17 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-17. Annual report - Contents - Filing requirements.

Except for the first annual report, the annual report of a corporation engaged
in farming or ranching after June 30, 1981, and a limited liability company engaged
in farming or ranching must be delivered to the secretary of state before April
sixteenth of each year. The first annual report must be delivered before April
sixteenth in the year following the calendar year of the effective date of the articles of
incorporation, articles of organization, or certificate of authority. The annual report
must be signed as provided in subsection 58 of section 10-19.1-01 if a corporation
and subsection 49 of section 10-32.1-02 if a limited liability company, and submitted
on a form prescribed by the secretary of state. If the corporation or limited liability
company is in the hands of a receiver or trustee, it must be signed on behalf of the
corporation or limited liability company by the receiver or trustee. An annual report
must include the following information with respect to the preceding calendar year:

1. The name of the corporation or limited liability company.

2. The name of the registered agent of the corporation or limited liability
company as provided in chapter 10-01.1 and, if a noncommercial
registered agent, the address of the registered office of the corporation or
limited liability company in this state.

3.  With respect to each corporation:

a. Astatement of the aggregate number of shares the corporation has
authority to issue, itemized by classes, par value of shares, shares
without par value, and series, if any, within a class.

b. A statement of the aggregate number of issued shares, itemized by
classes, par value of shares, shares without par value, and series, if
any, within a class.

4. With respect to each limited liability company:

a. A statement of the aggregate number of units the limited liability

company has authority to issue, itemized by classes and series, if
any. within a class.

b. A statement of the aggregate number of issued units, itemized by
classes and series, if any, within a class.

o

With respect to each shareholder or member:

a. The name and address of each, including the names and addresses
and relationships of beneficiaries of trusts and estates which own
shares or membership interests;

b. The number of shares or membership interests or percentage of
shares or membership interests owned by each;
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c. The relationship of each;

d. A statement of whether each is a citizen or permanent resident alien
of the United States; and

e. Astatement of whether at least one is an individual residing on or
operating the farm or ranch.

5:6. With respect to management:

a. If a corporation, then the name and address of each officer and
member of the board of directors, and a statement of whether each
is a shareholder actively engaged in operating the farm or ranch; or

b. If alimited liability company, then the name and address of each
manager and member of the board of governors, and a statement of
whether each is a member actively engaged in operating the farm or
ranch.

6-7. A statement providing the land description and listing the acreage
[hectarage] and location listed by section, township, range, and county of
all land in the state owned or leased by the corporation or limited liability
company and used for farming or ranching. The statement must also
designate which, if any, of the acreage [hectarage] is leased from or
jointly owned with any shareholder or member and list the name of the
shareholder or member with that acreage [hectarage].

+8. A statement of the percentage of the annual average gross income of the
corporation or limited liability company which has been derived from
farming or ranching operations over the previous five years or for each
year of existence if less than five years.

8:9. A statement of the percentage of gross income of the corporation or
limited liability company derived from nonfarm rent, nonfarm royalties,
dividends, interest, and annuities during the period covered by the report.

9:10. Acorporation engaged in farming which fails to file an annual report is
subject to the penalties for failure to file an annual report as provided in
chapter 10-19.1, except that the penalties must be calculated from the
date of the report required by this section.

40:11.  Alimited liability company engaged in farming which fails to file an annual
report is subject to the penalties for failure to file an annual report as
provided in chapter 10-32.1, except that the penalties must be calculated
from the date of the report required by this section.

SECTION 11. A new section to chapter 10-06.1 of the North Dakota Century
Code is created and enacted as follows:

Annual report - Contents - Filing requirements.

1. Except for the first annual report, the annual report of an authorized
livestock farm corporation or authorized livestock farm limited liability

company must be delivered to the secretary of state before April
sixteenth of each year. The first annual report must be delivered before

April sixteenth in the year following the calendar year of the effective date
of the articles of incorporation or articles of organization. The annual

report must be signed as defined in section 10-19.1-01 if a corporation or
section 10-32.1-02 if a limited liability company and submitted on a form

prescribed by the secretary of state. If the corporation or limited liability
company is in the hands of a receiver or trustee, the annual report must
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be signed on behalf of the corporation or limited liability company by the

receiver or trustee. An annual report must include the following

information with respect to the preceding calendar year:

a.

=

[©

|

|©

f

(1) DESK (3) COMMITTEE

The name of the registered agent of the corporation or limited liability
company as provided in chapter 10-01.1 and. if a noncommercial

registered agent, the address of the reqgistered office of the
corporation or limited liability company in this state.

The name of the corporation or limited liability company.

With respect to each corporation:

(1) A statement of the aggregate number of shares the corporation
has authority to issue, itemized by classes, par value of shares,
shares without par value, and series, if any, within a class.

(2) A statement of the aggregate number of issued shares,

itemized by classes, par value of shares, shares without par
value, and series, if any, within a class.

With respect to each limited liability company:

(1) A statement of the aggregate number of units the limited

liability company has authority to issue, itemized by classes
and series, if any, within a class.

(2) A statement of the aggregate number of issued units, itemized
by classes and series. if any, within a class.

With respect to each shareholder or member:

(1) The name and address of each, including the names and

addresses and relationships of trusts and estates that own
shares or membership interests:

If an organization, the state of domicile;

The number of shares or membership interests:

E kBB

Each person's percentage of shares entitled to vote, or
membership interests entitled to vote, and whether any voting
agreement exists:

Each person's percentage of capital and financial interests:

B B

A statement of whether each is a citizen or permanent resident
alien of the United States; and

(7) As toindividuals, a statement of whether each will be actively

engaged in operating the farm or ranch and whether each will
reside on the farm or ranch.

With respect to management:

(1) If a corporation, the names and addresses of the officers and
members of the board of directors.

(2) If alimited liability company, the names and addresses of the
managers and members of the board of governors.

Page 9 h_stcomrep_33_001
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g. Astatement that the corporation or limited liability company does not
directly or indirectly own. lease. or hold any interest in more than one

hundred sixty acres [64.75 hectares].

A statement providing the land description and listing the acreage,

the total number of hectares and location listed by section, township,
range. and county of all land in the state in which the corporation or

limited liability company has an ownership. leasehold. or other
interest.

=

A statement that no investors are shareholders or members in any
other authorized livestock farm corporation or authorized livestock
farm limited liability company that directly or indirectly with the
corporation or limited liability company own, lease, or hold any
interest in more than six hundred forty acres [259 hectares].

j- A statement that at least sixty-five percent of the gross income of the
corporation or limited liability company will be derived from farming
or ranching operations, and that twenty percent or less of the gross

income of the corporation or limited liability company is from nonfarm
rent, nonfarm royalties. dividends, interest, and annuities.

=~

A statement that the corporation or limited liability company does not
engage in the cultivation of land for the production of crops or the
grazing of livestock.

The first date of operations.

B

A statement that the corporation or limited liability company does not

hold an interest in any other authorized livestock farm corporation or
authorized livestock farm limited liability company.

P

The statement also must designate which, if any, of the acreage and

the total number of hectares is leased from or jointly owned with any
shareholder or member and list the name of the shareholder or

member with that acreage and the total number of hectares.

|°

A statement of the percentage of the annual average gross income
of the corporation or limited liability company which has been derived

from farming or ranching operations over the previous five years or
for each year of existence if less than five years.

p. A statement of the percentage of gross income of the corporation or
limited liability company derived from nonfarm rent, nonfarm
royalties, dividends, interest, and annuities during the period covered

by the report.

[

A corporation engaged in farming which fails to file an annual report is
subject to the penalties for failure to file an annual report as provided in
chapter 10-19.1, except the penalties must be calculated from the date of
the report required by this section.

|2

A limited liability company engaged in farming which fails to file an annual

report is subject to the penalties for failure to file an annual report as
provided in chapter 10-32.1, except the penalties must be calculated

from the date of the report required by this section.

SECTION 12. AMENDMENT. Section 10-06.1-21 of the North Dakota
Century Code is amended and reenacted as follows:

(1) DESK (3) COMMITTEE Page 10 h_stcomrep_33_001
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10-06.1-21. Secretary of state to transmit information of noncompliance.

If the secretary of state finds from the annual report that the corporation or
limited liability company is not in compliance with the requirements of section
10-06.1-12 or section 5 of this Act, the secretary of state shall transmit such
information to the attorney general and the governor.

SECTION 13. AMENDMENT. Section 10-06.1-22 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-22. Tax commissioner to compare returns and reports.

Each year the tax commissioner shall select at random at least five percent
of the income tax returns filed by corporations or limited liability companies which
report on income from farming or ranching operations and shall compare such
returns with the annual report required to be filed with the secretary of state by
section 10-06.1-17 and section 11 of this Act and shall forward any apparent
violations to the attorney general and the governor.

SECTION 14. AMENDMENT. Section 10-06.1-26 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-26. Protection of minority shareholders.

If a shareholder owns less than fifty percent of the shares of a farming or
ranching corporation or authorized livestock farm corporation doing business under
this chapter, and if the terms and conditions for the repurchase of those shares by
the corporation or by the other shareholders are not set forth in the bylaws or the
instrument which transferred the shares to the shareholder, or are not the subject of
a shareholders' agreement or an agreement between that shareholder and the
corporation, then the disposition of such shares must be determined by this section
upon the withdrawal of the shareholder. Any shareholder who desires to withdraw
from the corporation shall first offer the shares for sale to the remaining shareholders
in proportion to the shares owned by them. If not all of the shareholders wish to
purchase the shares, any one shareholder may purchase all of the shares of the
withdrawing shareholder. If no shareholder desires to purchase the shares of a
withdrawing shareholder, then the corporation may purchase the shares. If the
corporation chooses not to purchase the shares of the withdrawing shareholder, then
the withdrawing shareholder may sell the shares to any other person eligible to be a
shareholder. If the withdrawing shareholder is unable to sell the shares to any other
person eligible to become a shareholder, then the withdrawing shareholder may
bring an action in district court to dissolve the corporation. Upon a finding that the
withdrawing shareholder cannot sell the shares at a fair price, the court shall enter
an order directing that the corporation itself or any or all of the remaining
shareholders pro rata or otherwise shall have twelve months from the date of the
court's order to purchase the shares of the withdrawing shareholder at a fair price as
determined by the court and that if the shares of the withdrawing shareholder are not
completely purchased at said price, the corporation shall be dissolved and the assets
of the corporation shall be first used to pay all the liabilities of the corporation with
the remaining net assets to be distributed pro rata to the shareholders in proportion
to their ownership of shares. For the purpose of this section, a fair price for the
shares of the withdrawing shareholder must be determined as though the shares
were being valued for federal gift tax purposes under the Internal Revenue Code.

SECTION 15. AMENDMENT. Section 10-06.1-27 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-27. Protection of minority members.
If a member owns less than fifty percent of the membership interest of a

farming or ranching limited liability company or authorized livestock farm limited

(1) DESK (3) COMMITTEE Page 11 h_stcomrep_33_001
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liability company doing business under this chapter and if the terms and conditions
for the repurchase of that membership interest by the limited liability company or by
the other members are not set forth in the bylaws, the instrument that transferred the
membership interest to the member, or are not the subject of a member-control
agreement or other agreement between that member and the limited liability
company, the disposition of the membership interest must be determined by this
section upon the withdrawal of the member. Any member who desires to withdraw
from the limited liability company shall first offer the membership interest for sale to
the remaining members in proportion to the membership interests owned by the
remaining members. If not all of the members wish to purchase the membership
interest, any one member can purchase all of the membership interest of the
withdrawing member. If no member desires to purchase the membership interest of
the withdrawing member, the limited liability company may purchase the membership
interest. If the limited liability company chooses not to purchase the membership
interest of the withdrawing member, the withdrawing member may sell the
membership interest to any other person eligible to be a member. If the withdrawing
member is unable to sell the membership interest to any other person eligible to
become a member, the withdrawing member may bring an action in district court to
terminate the limited liability company. Upon a finding that the withdrawing member
cannot sell the membership interest at a fair price, the court shall enter an order
directing that the limited liability company or any of the remaining members pro rata
or otherwise, have twelve months from the date of the court's order to purchase the
membership interest of the withdrawing member at a fair price as determined by the
court and that if the membership interest of the withdrawing member is not
completely purchased at the fair price, the limited liability company must be
dissolved and the assets of the limited liability company must be first used to pay all
liabilities of the limited liability company with the remaining net assets to be
distributed pro rata to the members in proportion to the member's membership
interest ownership. For the purpose of this section, a fair price for the membership
interest of the withdrawing member must be determined as though the membership
interest was being valued for federal gift tax purposes under the Internal Revenue
Code."

Renumber accordingly

(1) DESK (3) COMMITTEE Page 12 h_stcomrep_33_001
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2023 SENATE STANDING COMMITTEE MINUTES

Agriculture and Veterans Affairs Committee
Fort Union Room, State Capitol

HB 1371
3/24/2023

A bill relating to authorized livestock farm corporation requirements, initial and annual
reporting requirements for authorized livestock farm corporations, and authorized
livestock farm limited liability companies; and relating to agricultural definitions, ownership
exceptions for beekeeping, agriculture support services, cattle backgrounding and feedlot
operations, raising or producing of livestock by persons that have limited landholdings,
and required reporting for corporate farming; and to provide a penalty.

9:00 AM Chairman Luick called the meeting to order. Members present: Chairman Luick,
Vice Chairman Myrdal, Senator Lemm, Senator Webster, Senator Weber. Members
absent: Senator Hogan.

Discussion Topics:

e Animal Agriculture
Corporate investment
Livestock feeding operation
Farming business structures
Feed and forage markets
AFL Corp & ALF LLC’s
Ownership eligibility requirements

9:10 AM Representative Paul Thomas, District 6, introduced HB 1371 and testified in favor.
# 26531.

9:19 AM Dutch Bialke, General Counsel and Senior Policy Advisor, North Dakota Department
of Agriculture testified in favor of HB 1371. #26483, #26484, #26485, #26486, #26487
9:42 AM Mark Watne, President North Dakota Farm Bureau, testified neutral. #26538

9:47 AM Matt Perdue, Lobbyist, North Dakota Farmers Union, testified neutral on HB 1371.
No written testimony.

9:50 AM Julie Ellingson, ND Stockmen’s Association testified in support of HB 1371. No
written testimony.

9:52 AM Pete Hannebutt, ND Farm Bureau, Policy Director, testified in support of HB 1371.
No written testimony.

9:54 AM Phil Murphy, ND Soybean Growers Association, testified in favor of HB 1371. #26540



Senate Agriculture and Veterans Affairs Committee
HB 1371

March 24, 2023

Page 2

9:57 AM Jeff Zueger, Midwest Ag Energy, and owner of two ethanol plants in North Dakota,
testified on behalf of the ethanol producers in support of HB 1371. #26529

9:57 AM Andrew Mauch, North Dakota Corn Growers Association, testified in favor of HB
1371. No written testimony.

10:00 AM Sam Wagner, Ag and Field Food Advisor, North Dakota Ag Council, testified
opposed to HB 1371. #26511

10:16 AM Dr. Madeline Luke, Dakota Resource Council, testified opposed to HB 1371.
#26444

Additional written testimony:

Curtis Stofferahn #26126, #26127, #26128, #26129, #26157
Kristal Stoner #26399

Brenda Elmer #26555

Sharnell Seaboy #26541

Joseph Bialke #26504, #26505

Frank Tomac #26522

Olivia Johnson #26524

Whitney Oxandahl #26525

10:24 AM Chairman Luick closed the hearing.

Brenda Cook, Committee Clerk



2023 SENATE STANDING COMMITTEE MINUTES

Agriculture and Veterans Affairs Committee
Fort Union Room, State Capitol

HB 1371
3/30/2023

A bill relating to authorized livestock farm corporation requirements, initial and annual
reporting requirements for authorized livestock farm corporations, and authorized
livestock farm limited liability companies; and relating to agricultural definitions, ownership
exceptions for beekeeping, agriculture support services, cattle backgrounding and feedlot
operations, raising or producing livestock by persons that have limited landholdings, and
required reporting for corporate farming; and to provide a penalty.

8:33 AM Chairman Luick called the meeting to order. Members present: Chairman Luick,
Vice Chairman Myrdal, Senator Lemm, Senator Hogan, Senator Weston, Senator Weber.

Discussion Topics:
e Committee action

8:35 AM Dutch Bialke introduced proposed amendments to HB 1371. #27 5

8:45 AM Pete Hanebutt, North Dakota Farm Bureau, spoke on HB 1371. No written
testimony.

8:46 AM Chairman Luick closed the hearing on HB 1371.
8:47 AM Senator Myrdal moved to adopt amendment LC 23.0721.03002. #27 #27 6
8:48 AM Senator Weber seconded the motion.

Roll call vote:

Senators \'
Senator Larry Luick
Senator Janne Myrdal
Senator Kathy Hogan
Senator Randy D. Lemm
Senator Mark F. Weber
Senator Kent Weston

Vote 6-0-0- Motion DO PASS TO ADOPT THE AMENDMENT.

<< =<=<=<<|g
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8:48 AM Senator Myrdal moved to DO PASS HB 1371 AS AMENDED.
Senator Weber seconded the motion.

Roll call vote:

Senators \'
Senator Larry Luick
Senator Janne Myrdal
Senator Kathy Hogan
Senator Randy D. Lemm
Senator Mark F. Weber
Senator Kent Weston

Vote: 5-1-0 Motion DO PASS HB 1371 AS AMENDED.

<< =<zZz=<<|g

Chairman Luick will carry the bill.
8:48 Chairman Luick closed the hearing on HB 1371

Brenda Cook, Committee Clerk
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PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1371
Page 1, line 2, after "corporation” insert "and authorized livestock farm limited liability company"
Page 1, line 2, after the second comma, insert "and"
Page 1, line 3, remove the comma

Page 1, line 4, replace the second "and" with "10-06.1-03,"

Page 1, line 5, replace "subsection 2 of section" with "10-06.1-05, 10-06.1-06, 10-06.1-07, and
10-06.1-08, subsection 1 of section 10-06.1-09, and sections 10-06.1-10, and
10-06.1-11,"

Page 1, line 5, remove "and sections"

Page 1, line 5, after the fourth comma insert "10-06.1-15, 10-06.1-16,"

Page 1, line 6, after the first comma insert "10-06.1-18, 10-06.1-19, 10-06.1-20,"
Page 1, line 6, after the third comma insert "10-06.1-23, 10-06.1-24, 10-06.1-25,"
Page 1, line 8, replace "cattle" with "livestock"

Page 1, line 18, after the third underscored comma insert "or"

Page 1, line 18, after "or" insert "the business of"

Page 1, line 20, remove "agriculture"

Page 1, line 22, after the second "corporation” insert ", joint-stock company or association"

Page 1, line 22, replace "cattle" with "livestock"

Page 1, line 23, replace "cattle" with "livestock"

Page 2, line 1, after the second "products” insert "which is allowed to engage in the business of
farming or ranching under section 13 of this Act."

Page 2, line 4, replace the first "cattle" with "livestock"

Page 2, line 4, replace the second "cattle" with "livestock"

Page 2, line 4, after "of" insert "poultry or"

Page 2, line 5, after the second "products" insert "which is allowed to engage in the business of
farming or ranching under section 13 of this Act,"

Page 2, line 7, remove ""Cattle backgrounding" means the feeding or growing of cattle from
weaning until the"

Page 2, remove lines 8 and 9

Page 2, line 10, replace "expeditiously preparing the cattle for harvest" with "'Beekeeping"
means the breeding or rearing of bee colonies or the owning, maintenance, or

management of bee apiaries"

Page No. 1 23.0721.03003



Page 2, line 11, replace "7." with "6." 2.30 LTS
Page 2, line 13, replace "8." with "7. a." (2 ?“7\
Page 2, line 13, overstrike "cultivating land for production of agricultural crops or"

Page 2, line 14, overstrike "livestock, or the"

Page 2, line 14, overstrike "of" and insert immediately thereafter "agricultural crops, fruit,
horticultural products, or"

Page 2, line 14, overstrike "poultry or"

Page 2, line 15, overstrike "poultry products, milk or dairy products, or fruit or horticultural
products. It" and insert immediately thereafter "or livestock backgrounding. or livestock
fishing.

b. The term"

Page 2, line 17, replace "a." with "(1)"

Page 2, line 18, replace "b." with "(2) Aquaculture or greenhouse agriculture by a person that
has farmland or ranchland holdings not exceeding forty acres
[16.19 hectares]:

(3) Beekeeping;
(4)"
Page 2, line 19, replace "c." with "(5)"
Page 2, remove lines 20 and 21
Page 2, line 22, remove "agricultural landholding not exceeding forty acres [16.19 hectares];"
Page 2, line 23, replace "." with "(6)"

Page 2, line 25, replace "9." with "8."

Page 2, line 26, after "association" insert "which is allowed to engage in the business of farming
or ranching under section 10-06.1-12."

Page 2, line 28, replace "10." with "9."

Page 2, line 29, after "company" insert "which is allowed to engage in the business of farming
or ranching under section 10-06.1-12."

Page 2, after line 29, insert:

“10. "Farmland or ranchland" means agricultural land in this state used for
farming or ranching."

Page 3, line 4, after "12." insert ""Livestock" includes beef cattle, dairy cattle, elk, bison, poultry,
swine, sheep, goats, llamas, and alpacas.

13. 'Livestock backgrounding" means the feeding or growing of livestock from
weaning until the livestock enter a livestock finishing feedlot or facility.

14. '"Livestock finishing" means the feeding or growing of livestock for the
purpose of expeditiously preparing the livestock for harvest.
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Page 3, line 16, replace "13." with "16." (3- By
Page 3, line 16, remove "day-to-day" “
Page 3, line 17, remove "day-to-day"
Page 3, line 18, remove "significantly"
Page 3, after line 22, insert:

uq

Page 3, line 24, overstrike "land used for farming or ranching" and insert immediately thereafter
“farmland or ranchland"

Page 3, line 25, after the period insert:
II2-II

Page 3, line 26, overstrike "that is" and insert immediately thereafter "under title 45 which owns
or leases farmland or ranchland or engages"

Page 3, line 27, after the period insert:

"3."

Page 3, line 27, after "provision" insert "of law"
Page 3, line 28, remove "js"

Page 3, line 29, replace "prohibited from being" with "may not be"

Page 3, line 29, remove "owning or leasing land used for farming or"

Page 3, line 30, replace "ranching or engaging" with "under title 45 which owns or leases
farmland or ranchland or engages"

Page 3, line 30, remove ", a shareholder of an authorized"

Page 3, line 31, remove "livestock farm corporation. or a member of an authorized livestock
farm limited liability company"

Page 3, after line 31, insert:

"SECTION 3. AMENDMENT. Section 10-06.1-03 of the North Dakota Century
Code is amended and reenacted as follows;

10-06.1-03. Retention of mineral interests prohibited.

For land and minerals acquired after July 1, 1985, any corporation or limited
liability company that acquires mineral interests through foreclosure or in lieu of
foreclosure which were not specifically valued at the time the security interest in the
minerals was acquired, and which is prohibited from owning or leasing land-used-in
farming-erranehingfarmland or ranchland, is prohibited from retaining mineral interests
in fene-used-for-farming-er+anehingfarmland or ranchland when the corporation or

limited liability company divests itself of the land, and the mineral interests must be

Page No. 3 23.0721.03003
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M
passed with the surface estate of the land when the corporation or limited liability 2 -2 - ’}‘?
company divests itself of the land under this chapter.” (U- = \

Page 4, after line 3 insert:
II-I -Il

Page 4, line 5, after "corporation” insert "or an authorized livestock farm corporation”

Page 4, line 9, after "10-06.1-15" insert "or section 18 of this Act"

Page 4, line 9, after the period insert:
Ilg'-l.l

Page 4, line 9, after the first "corporation” insert "or an authorized livestock farm corporation”

Page 4, line 13, replace "and" with "or"
Page 4, line 13, replace "11" with "21"
Page 4, replace lines 16 through 22 with:

"SECTION 5. AMENDMENT. Section 10-06.1-05 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-05. Conversion of limited liability company.

1. Abusiness limited liability company regulated under chapter 10-32.1 may
convert to a farming or ranching limited liability company or an authorized
livestock farm limited liability company by adopting an amendment to its
articles of organization or by applying for an amended certificate of
authority which specifies that the limited liability company elects to be
subject to this chapter and by complying with all requirements of this
chapter. The amendment must be filed with the secretary of state with the
prescribed fee and with the initial report required by section 10-06.1-15 or
section 18 of this Act.

o

A farming or ranching limited liability company or an authorized livestock
farm limited liability company may convert to a business limited liability
company by adopting an amendment to its articles of organization or by
applying for an amended certificate of authority. The amendment must be
filed with the secretary of state with the prescribed fee. The amendment
must be accompanied by a report outlining the information, as of the date
of the amendment, which is required under section 10-06.1-17 or

section 21 of this Act, and the manner in which the limited liability company
has divested itself of its owned or leased land holdings and its business of
farming or ranching.

SECTION 6. AMENDMENT. Section 10-06.1-06 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-06. Surface coal mining - Exception.
A corporation or limited liability company not engaged in the business of farming

or ranching may own or lease lands-used-ferfarming-er+anchingfarmland or ranchland,

when the business of sueh-athe corporation or limited liability company is the
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the owning or leasing of lands-used-orfarming-orranchingfarmland or ranchland is

reasonably necessary in the conduct of the business of surface coal mining or related
energy conversion. When the necessity for owning or leasing of i&nd&used—fer—f-anﬁﬂg
erranehinrgfarmland or ranchland no longer exists, the exception provided in this
section ceases and the corporation or limited Iiability company owning or leasing
suehthe lands is subject to this chapter.

SECTION 7. AMENDMENT. Section 10-06.1-07 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-07. Industrial and business purpose exception- Exception.

A corporation or limited liability company that is not engaged in the business of
farming or ranching may own or lease fand-used-forfarming-orranchingfarmland or
ranchland when the land is necessary for residential or commercial development; the
siting of buildings, plants, facilities, industrial parks, or similar business or industrial
purposes of the corporation or limited liability company; or for uses supportive of or
ancillary to adjacent reragrieutturat land that is not farmland or ranchland for the
benefit of both land parcels. The farmland or ranchland while not being immediately
used for any purpose of the corporation or limited liability company must be available to
be leased by persons who farm or ranch as sole proprietorships or partnerships, or by
farmlnq or ranchlnq corporatlons or farmmq or ranchlnq limited liability companies

SECTION 8. AMENDMENT. Section 10-06.1-08 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-08. Cooperative corporations allowed to engage in the business of
farming or ranching - Requirements,

This chapter does not prohibit cooperative corporations, seventy-five percent of
whose members or shareholders are actual farmers or ranchers residing on farms or
ranches or depending principally on farming or ranching for their livelihood, from
acquiring reat-estatefarmland or ranchland and engaging in the business of cooperative
farming or ranching.

SECTION 9. AMENDMENT. Subsection 1 of section 10-06.1-09 of the North
Dakota Century Code is amended and reenacted as follows:

1. A nonprofit organization or a trust for the benefit of an individual or a class
of individuals related within the degrees of kinship specified in subsection 2
of section 10-06.1-12 may own or lease farmland or ranchland if that land
is leased to a person who farms or ranches the land as a sole
proprietorship or partnership, or a farming or ranching corporation or a

farming or ranching limited liability company-aHewed-to-engage-infarming
er+anching-undersection10-06-1142.

SECTION 10. AMENDMENT. Section 10-06.1-10 of the North Dakota Century
Code is amended and reenacted as follows:
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10-06.1-10. Acquisition of certain farmland or ranchland by certain 37
nonprofit organizations. 3”{ 57)

A nonprofit organization may acquire farmland or ranchland only in accordance
with the following:

1. Unless it is permitted to own or lease farmland or ranchland under section
10-06.1-09, the nonprofit organization must have been either incorporated
in this state or issued a certificate of authority to do business in this state
before January 1, 1985, or, before January 1, 1987, have been
incorporated in this state if the nonprofit organization was created or
authorized under Public Law No. 99-294 [100 Stat. 418]. A nonprofit
organization created or authorized under Public Law No. 99-294 [100 Stat.
418] may acquire no more than twelve thousand acres [4856.228 hectares]
of land from interest derived from state, federal, and private sources held
in its trust fund.

2. The landfarmland or ranchland may be acquired only for the purpose of
conserving natural areas and habitats for biota, and, after acquisition:

a. The land must be maintained and managed for the purpose of
conserving natural area and habitat for biota.

b.  Any agricultural use of the land is in accordance with the management
of the land for conservation and agricultural use, and is by a sole
proprietorship or partnership, or a farming or ranching corporation or a
farming or ranching limited liability company-alleweeto-engage-in
s i I : 006442,

c. Ifany parcel of the land is open to hunting, it must be open to hunting
by the general public.

d. The nonprofit organization must fully comply with all state laws
relating to the control of noxious and other weeds and insects.

e. The nonprofit organization must make payments in lieu of property
taxes on the property, calculated in the same manner as if the
property was subject to full assessment and levy of property taxes.

f.  All property subject to valuation must be assessed for the purpose of
making the payments under subdivision e in the same manner as
other real property in this state is assessed for tax purposes. Before
June thirtieth of each year, the county auditor of any county in which
property subject to valuation is located shall give written notice to the
nonprofit organization and the tax commissioner of the value placed
by the county board of equalization upon each parcel of property
subject to valuation in the county.

3. a. Beforefarmland or ranchland may be purchased by a nonprofit
organization for the purpose of conserving natural areas and habitats
for biota, the governor must approve the proposed acquisition.

|

A nonprofit organization that desires to purchase farmland or
ranchland for the purpose of conserving natural areas and habitats for
biota shall first submit a proposed acquisition plan to the agriculture
commissioner who shall convene an advisory committee consisting of
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the director of the parks and recreation department, the agriculture 2
commissioner, the state forester, the director of the game and fish
department, the president of the North Dakota farmers union, the
president of the North Dakota farm bureau, the president of the North
Dakota stockmen's association, and the chairman of the county
commission of any county affected by the acquisition, or their
designees.

(727)

2

The advisory committee shall hold a public hearing with the board of
county commissioners concerning the proposed acquisition plan and
shall make recommendations to the governor within forty-five days
after receipt of the proposed acquisition plan.

=

The governor shall approve or disapprove any proposed acquisition
plan, or any part thereof, within thirty days after receipt of the
recommendations from the advisory committee.

4. Land acquired in accordance with this section may not be conveyed to the
United States or any agency or instrumentality of the United States.

5. On failure to qualify to continue ownership under subsection 2, the land
must be disposed of within five years of that failure to qualify.

SECTION 11. AMENDMENT. Section 10-06.1-11 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-11. Required nonprofit organization divestiture of agrieulturat
tandfarmland or ranchland.

In addition to the divestiture requirements of sections 10-06.1-10 and
10-06.1-24, a nonprofit eerperatienorganization that acquires ‘andfarmland or
ranchland by gift or devise after December 31, 1984, the ownership of which is not
permitted under this chapter, shall divest itself of the land within ten years after the
acquisition. For purposes of this section, "ownership" means holding either fee or
equitable title, unless fee title is held solely as security for payment of the purchase
price, or unless fee title does not carry with it the right to immediate possession of the
property. If the eerperatiororganization fails to divest itself of the land within the
required time, the attorney general shall take action under section 10-06.1-24.

SECTION 12. AMENDMENT. Section 10-06.1-12 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-12. GerperationFarming or ranching corporation or farming or
ranching limited liability company allowed to engage in the business of farming
or ranching - Requirements.

This chapter does not prohibit a farming or ranching corporation or a farming or
ranching limited liability company from owning real-estateor leasing farmland or
ranchland and engaging in the business of farming or ranching, if the corporation
meets all the requirements of chapter 10-19.1 or the limited liability company meets all
the requirements of chapter 10-32.1 which are not inconsistent with this chapter. The
following requirements also apply:

1. a. Ifafarming or ranching corporation, the corporation must not have
more than fifteen shareholders.
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b. If afarming or ranching limited liability company, the limited liability
company must not have more than fifteen members. X

2. Each shareholder or member must be related to each of the other ,,\
shareholders or members within one of the following degrees of kinship or (321
affinity: parent, son, daughter, stepson, stepdaughter, grandparent,
grandson, granddaughter, brother, sister, uncle, aunt, nephew, niece,
great-grandparent, great-grandchild, first cousin, second cousin, or the
spouse or surviving spouse of a person so related.

3. Each shareholder or member must be an individual or one of the following:

a. Atrust for the benefit of an individual or a class of individuals who are
related to every shareholder of the corporation or member of the
limited liability company within the degrees of kinship or affinity
specified in this section.

b. An estate of a decedent who was related to every shareholder of the
corporation or member of the limited liability company within the
degrees of kinship or affinity specified in this section.

4. Atrust or an estate may not be a shareholder or member if the
beneficiaries of the trust or the estate together with the other shareholders
or members are more than fifteen in number.

5. Each individual who is a shareholder or member must be a citizen of the
United States or a permanent resident alien of the United States.

6. a. If afarming or ranching corporation, the officers and directors of the

corporation must be shareholders who are actively engaged in

operatmg the farm or ranch and—ai—least—ene—ef—the—eeﬁaefahen-s

er—Faneh‘

If a farming or ranching limited liability company, the governors ard,
managers, and members authorized under a statement of authority of

=

the limited liability company must be members who are actively
engaged in operatlng the farm or ranch aﬂd—at—least—eﬂe—ef—ﬁs

7. Anannual average of at least sixty-five percent of the gross income of the
farming or ranching corporation or farming or ranching limited liability
company over the previous five years, or for each year of its existence, if
less than five years, must have been derived from engaging in the
business of farming or ranching eperatiens.

8. The income of the farming or ranching corporation or farming or ranching
limited liability company from nonfarm rent, nonfarm royalties, dividends,
interest, and annuities cannot exceed twenty percent of the gross income
of the corporation or limited liability company.

9. The farming or ranching corporation or farming or ranching limited liability
company must own or lease farmland or ranchland in-this-state."

Page 4, line 25, after "or" insert "authorized livestock farm"

Page No. 8 23.0721.03003



Page 4, line 25, after "company" insert “"allowed to engage in the business of farming or

ranching"
Page 4, line 27, replace "real estate" with "farmland or ranchland" Ag/; 23
Page 4, line 28, after the first "the" insert "authorized livestock farm" ke (a - ﬂ

Page 4, line 29, after the first "the" insert "authorized livestock farm"

Page 5, line 1, after "1." insert "a."

Page 5, line 1, replace the first "a" with "an authorized livestock farm"

Page 5, line 1, after the underscored period insert:
"p,"
Page 5, line 1, replace the second "a" with "an authorized livestock farm"
Page 5, line 3, after "2." insert "a."
Page 5, line 3, replace "a" with "an authorized livestock farm"

Page 5, line 5, replace "operating a farm or ranch" with "the business of farming or ranching"

Page 5, line 5, after the underscored comma insert "farming or ranching"

Page 5, line 5, remove "that meet the"

Page 5, line 6, remove "requirements of chapter 10-06.1-12"

Page 5, line 6, after "or" insert "farming or ranching"

Page 5, line 6, remove "that meet the"

Page 5, line 7, remove “reguirements of chapter 10-06.1-12"

Page 5, line 7, after the underscored period insert:
llb‘ll

Page 5, line 7, replace "a" with "an authorized livestock farm"

Page 5, line 10, replace "operating a farm or ranch" with "the business of farming or ranching"

Page 5, line 10, after the underscored comma insert "farming or ranching"

Page 5, line 10, remove "that meet the requirements of"

Page 5, line 11, remove "chapter 10-06.1-12"

Page 5, line 11, after "or" insert "farming or ranching"

Page 5, line 11, remove "that meet the requirements of"
Page 5, line 12, remove "chapter 10-06.1-12"

Page 5, line 13, after "3." insert "a."

Page 5, line 13, replace "a" with "an authorized livestock farm"

Page 5, line 13, replace ", all" with:
Il.(l)- AI—‘II
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Page 5, line 14, remove "or"

Page 5, line 14, replace "and all" with "or an authorized individual under section 47-10.1-02.

@ Ar Aix
- 36-/5}3

( ip-21

Page 5, line 15, replace "person" with "individual or entity"

3
)

Page 5, line 16, replace "corporation” with "person"
Page 5, line 17, replace "or" with an underscored comma

Page 5, line 17, after "aliens" insert "of the United States. or an authorized individual under
section 47-10.1-02"

Page 5, line 17, after the underscored period insert:
ﬂlﬂ

Page 5, line 17, replace "a" with "an authorized livestock farm"

Page 5, line 18, replace ", all" with ";
m Ajlll
Page 5, line 19, replace "or" with an underscored comma

Page 5, line 19, replace "and all" with "or an authorized individual under section 47-10.1-02;
and

‘(g)- —"n
Page 5, line 20, remove "person limited"

Page 5, line 21, replace "liability company" with "individual or entity of the person"

Page 5, line 22, replace "or" with an underscored comma

Page 5, line 23, after "aliens" insert "of the United States. or an authorized individual under
section 47-10.1-02"

Page 5, line 25, remove "at any time, directly or indirectly,"

Page 5, line 26, replace "land" with "farmland or ranchland"

Page 5, line 27, after "5." insert "a."

Page 5, line 27, replace "a" with "an authorized livestock farm"

Page 5, line 27, replace "are shareholders in" with "may hold direct or indirect interests in"

Page 5, line 28, remove the underscored comma
Page 5, line 28, remove "members"

Page 5, line 29, remove the first underscored comma
Page 5, line 29, remove "directly or indirectly"

Page 5, line 30, replace "land" with "farmland or ranchland"

Page 5, after line 30, insert:
IIQII
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Page 5, line 31, replace "a" with "an authorized livestock farm" 3"(5‘(’ ';\_%
Wl
Page 5, line 31, replace "are members" with "may hold direct or indirect interests” '

Page 6, line 1, remove "shareholders"
Page 6, line 1, after "in" insert "other"

Page 6, line 2, remove "directly or indirectly"

Page 6, line 4, replace "land" with “farmland or ranchland.

c. This section does not restrict the number of acres [hectares] of
farmland or ranchland directly owned or leased by shareholders or
members who are individuals, farming or ranching corporations,
farming or ranching limited liability companies. or partnerships that
meet the requirements of subsection 2 of section 10-06.1-02"

Page 6, line 5, after "6." insert "a."

Page 6, line 5, replace "a" with "an authorized livestock farm"

Page 6, line 6, after "are" insert "individuals and who are"

Page 6, line 6, remove "authorized livestock farm"

Page 6, line 6, after the underscored period insert:
“b,“

Page 6, line 6, replace "a" with "an authorized livestock farm"

Page 6, line 7, replace "officers" with "members authorized under a statement of authority,"

Page 6, line 7, after "are" insert "individuals and who are"

Page 6, line 8, remove "authorized farm"

Page 6, line 9, after the second "the" insert "authorized livestock farm"

Page 6, line 10, after the first "or" insert "authorized livestock farm"

Page 6, line 11, after "from" insert "livestock backgrounding. livestock finishing. or"

Page 6, line 11, remove "cattle."

Page 6, line 13, after "the" insert "authorized livestock farm"

Page 6, line 13, after "or" insert "authorized livestock farm"

Page 6, line 15, after "the" insert "authorized livestock farm"

Page 6, line 15, after "or" insert "authorized livestock farm"

Page 6, line 16, after "The" insert "authorized livestock farm"

Page 6, line 16, after the first "or" insert "authorized livestock farm"

Page 6, line 16, remove "directly or indirectly"

Page 6, line 17, remove "cultivation of land for the"

Page 6, line 17, after "livestock" insert "on farmland or ranchland"
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Page 6, line 18, replace "The" with "If the authorized livestock farm" 2- 202 }
(J>21

Page 6, line 18, after "or" insert "authorized livestock farm"

Page 6, line 18, replace "must begin" with "is intended to primarily comprise an animal feeding
operation or concentrated animal feeding operation on farmland or
ranchland. the corporation or limited liability company must:

a. Beagin"
Page 6, line 20, remove the underscored period

Page 6, line 21, replace "11. The corporation or limited liability company must have" with
n. and

b. Have"

Page 6, line 22, replace "three" with "six"

Page 6, line 23, replace "agricultural landholding" with "farmland or ranchland”

Page 6, line 24, replace "12." with "{1."

Page 6, line 25, replace "subsection 10 or 11" with "this section"

Page 7, line 10, overstrike ", except those sections which pertain to foreign limited liability
companies,"

Page 7, after line 15, insert:

"SECTION 16. AMENDMENT. Section 10-06.1-15 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-15. Initial report - SharehelderFarming or ranching corporation
shareholder and farming or ranching limited liability member requirements.

1. Every farming or ranching corporation or farming or ranching limited
liability company shall file an initial report with its articles of incorporation,
articles of organization, or certificate of authority. The report must be
signed by the incorporators or organizers or, in the case of a certificate of
authority, an authorized person, and must contain the following:

a. The name of the farming or ranching corporation or farming or
ranching limited liability company.

b.  With respect to each shareholder or member:

(1) The name and address of each, including the names and
addresses and relationships of trusts and estates that own
shares or membership interests;

(2) The number of shares or membership interests or percentage of
shares or membership interests owned by each;

(3) The relationship of each;

(4) A statement of whether each is a citizen or permanent resident
alien of the United States; and
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(5) A statement of whether each will be actively engaged in (13~27)
operating the farm or ranch anrd-whethereach-willreside-onthe

farm-orraneh.
c. With respect to management:

(1) If a farming or ranching corporation, ther the names and
addresses of the officers and members of the board of directors;
or

(2) If a farming or ranching limited liability company, ther the names
and addresses of the managers, members authorized under a
statement of authority, and members of the board of governors.

d. If the purchase or lease of farmland or ranchland is final at the time of
the initial report, a statement listing the acreage [hectarage] and
location listed by section, township, range, and county of all larg-in
the-statefarmland or ranchland owned or leased by the farming or

ranching corporatlon or farmmq or ranching limited liability company

. If the purchase or lease of farmland
or ranchland is not yet final at the time of the initial report, a statement
that there is a bona fide and imminent intent and a plan to purchase or
lease farmland or ranchland ir-the-state.

e. A statement that at least sixty-five percent of the gross income of the
farming or ranching corporation or farming or ranching limited liability
company will be derived from engaging in the business of farming or
ranching eperatiens, and that twenty percent or less of the gross
income of the corporation or limited liability company will be from
nonfarm rent, nonfarm royalties, dividends, interest, and annuities.

2. Afarming or ranching corporation or a farming or ranching limited liability
company may not commence farming or ranching in this state until the
secretary of state has received and filed the articles of incorporation ef,
articles of organization, or certificate of authority, and the initial report
required byunder this section.

oo

The farming or ranching corporation or farming or ranching limited liability
company shall furnish to the official county newspaper of each county or
counties in which ary-tardfarmland or ranchland is owned or leased by the
corporation or limited liability company a legal notice reporting the
following:

a. The name of the farming or ranching corporation or farming or
ranching limited liability company and its shareholders or members as
listed in the initial report.

b. A statement to-the-effeet that the farming or ranching corporation or
farming or ranching limited liability company has reported that it owns

or leases land-used-forfarming-orranchingfarmland or ranchland in

the county and that a description of that land is available for inspection

at the seeretary-of state’s-offieeoffice of the secretary of state."

Page 7, line 19, replace "supersede this chapter" with "take precedence"

Page 7, line 19, after "conflict" insert "with this chapter"
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Page 7, line 22, replace "corporations" with "corporation shareholder" 230 33
w N\
Page 7, line 23, replace "companies" with "company member requirements" { 1Y g

Page 7, line 25, replace "or" with an underscored comma

Page 7, line 26, after "organization" insert ", or certificate of authority"

Page 7, line 26, after the underscored comma insert "or in the case of a certificate of authority,
an authorized person.”

Page 7, line 28, after "the" insert "authorized livestock farm"

Page 7, line 28, after "or" insert "authorized livestock farm"

Page 7, line 30, remove ", including the names and addresses and"

Page 7, line 31, remove "relationships of trusts and estates that own shares or membership
interests"

Page 8, line 1, replace "an organization" with "a person other than an individual"

Page 8, line 1, after "of" insert "incorporation organization or"

Page 8, line 2, after "interests" insert "or percentage of shares or membership interests of
each"

Page 8, line 3, after "of" insert "total"
Page 8, line 5, after "of" insert "total"

Page 8, line 6, replace "A" with "As to individuals, a"

Page 8, line 7, remove "and"
Page 8, remove line 9

Page 8, line 10, replace “ranch" with "the business of farming or ranching: and

(8) As to a person other than an individual, a statement of whether
the person. and any controlling person of the person., is
incorporated in the United States and one hundred percent of
the stock or interests is owned by citizens of the United States,

permanent aliens of the United States, or individuals or persons
in compliance with section 47-10.1-02"

Page 8, line 12, replace "a" with "an authorized livestock farm"

Page 8, line 13, replace the underscored period with ", and a statement whether each will be
actively engaged in the operation of the corporation: or"

Page 8, line 14, replace "a" with "an authorized livestock farm"

Page 8, line 15, replace "officers" with "members authorized under a statement of authority, and
a statement whether each will be actively engaged in the operation of the limited
liability company"

Page 8, line 16, after "the" insert "authorized livestock farm"

Page 8, line 16, after "or" insert "authorized livestock farm"

Page 8, line 16, remove "and will not"
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Page 8, line 17, remove "directly or indirectly"

Page 8, line 18, after the underscored closing bracket insert “of farmland and ranchland"

Page 8, line 19, replace “land" with "farmland or ranchland"

Page 8, line 20, replace "and the number of hectares" with "[hectarage]"

Page 8, line 21, replace "land in the state" with "farmland or ranchland"

Page 8, line 21, after the second "the" insert "authorized livestock farm"

Page 8, line 21, after "or" insert "authorized livestock farm"

Page 8, line 23, replace "land" with “farmland or ranchland"”

Page 8, line 24, remove "land"

Page 8, line 25, replace "in the state" with "farmland or ranchland"

Page 8, line 26, remove "investors are"

Page 8, line 26, after "members" insert "hold a direct or indirect interest"

Page 8, line 26, remove "any"

Page 8, line 27, replace "corporation" with "corporations"

Page 8, line 28, replace "company" with “companies"
Page 8, line 28, replace "directly or indirectly" with "in combination”

Page 8, line 30, after the underscored closing bracket insert “of farmland or ranchland. An
interest disclosed under this subdivision does not include the number of acres of
farmland or ranchland directly owned or leased by shareholders or members that are
individuals, farming or ranching corporations, farming or ranching limited liability
companies. or partnerships that meet the requirements of subsection 2 of section
10-06.1-02"

Page 9, line 1, after the second "the" insert "authorized livestock farm"

Page 9, line 2, after the first "or" insert "authorized livestock farm"

Page 9, line 2, replace "farming or ranching” with "authorized livestock farm"

Page 9, line 6, after the first "the" insert "authorized livestock farm"

Page 9, line 6, after "or" insert "authorized livestock farm"

Page 9, line 7, remove "cultivation of land for the"

Page 9, line 7, after "crops" insert "or the grazing of livestock on farmland or ranchland"

Page 9, line 8, after the first "the" insert "authorized livestock farm corporation facility or
authorized livestock farm limited liability company"

Page 9, line 8, after "of" insert "the commencement of facility"

Page 9, remove lines 9 through 11

Page 9, line 12, replace "A" with "An authorized livestock farm"

Page 9, line 12, replace "a" with "authorized livestock farm"
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Page 9, line 14, replace "or" with an underscored comma 3 ,509.3
Page 9, line 14, after "organization" insert ", or certificate of authority" C /é”&f}'

Page 9, line 14, after the underscored period insert:
llill

Page 9, line 14, after "The" insert "authorized livestock farm"

Page 9, line 15, after "or" insert "authorized livestock farm"

Page 9, line 16, remove "or counties"
Page 9, line 16, replace the first "any” with "an"

Page 9, line 16, replace "any land" with "farmland and ranchland"

Page 9, line 18, after "the" insert "authorized livestock farm"

Page 9, line 18, after the first "or" insert "authorized livestock farm"

Page 9, line 20, remove "to the effect"
Page 9, line 20, after the second "the" insert "authorized livestock farm"

Page 9, line 20, after "or" insert "authorized livestock farm"

Page 9, line 21, replace the first "land" with “farmland or ranchland"

Page 9, line 22, remove "secretary of state's"

Page 9, line 23, after "office" insert "of the secretary of state”

Page 9, line 24, remove "to the effect"

Page 9, line 24, after the third "the" insert "authorized livestock farm"

Page 9, line 25, after "the" insert "authorized livestock farm"

Page 9, line 25, remove "directly or indirectly in"

Page 9, line 26, replace "combination with interests in any other person own" with "hold a direct
or indirect interest in authorized livestock farm corporations or authorized livestock farm
limited liability companies that in aggregate. own. lease. or otherwise hold an interest
iﬂ"

Page 9, line 27, replace "agricultural land" with “farmland or ranchland. An interest disclosed
under this subdivision does not include the number of acres of farmland or ranchland
directly owned or leased by shareholders or members that are individuals. farming or

ranching corporations, farming or ranching limited liability companies, or partnerships
that meet the requirements of subsection 2 of section 10-06.1-02"

Page 9, after line 27, insert:

"SECTION 19. AMENDMENT. Section 10-06.1-16 of the North Dakota Century
Code is amended and reenacted as follows:
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10-06.1-16. Share and membership interest transfer records. 30~c}9

: : . . NGED
1. a. Every corporation owning or leasing land-used-forfarming-or '
ranehingfarmland or ranchland or engaged in the business of farming
or ranching afterJune-36,1981; shall keep a record of transfers of
shares or transfers of interests in the corporation.

Every limited liability company owning or leasing tand-used-forfarming
erranehingfarmland or ranchland or engaged in the business of
farming or ranching shall keep a record of transfers of membership
interests in the limited liability company.

[

o
[

If a corporation, the corporation's secretary shall cause to be recorded
in the record all transfers of shares or transfers of interests among
and between the corporation and its respective shareholders or
holders of interest.

=

If a limited liability company, the limited liability company's secretary
shall cause to be recorded in the record all transfers of membership
interests among and between the limited liability company and its
respective members.

o

The record must contain at least the following: the names of the transferor
and transferee, their relationship, the date of the transfer and, if a
corporation, the number of shares or the percentage of interests
transferred or, if a limited liability company, the number or percentage of
membership interests transferred."

Page 10, line 1, after the first boldfaced dash insert "Farming or ranching corporations and
farming or ranching limited liability companies -"

Page 10, after line 1 insert:

I|1 '||

Page 10, line 2, after "a" insert "farming or ranching"

Page 10, line 2, overstrike "engaged in farming or"

Page 10, line 3, overstrike "ranching after June 30, 1981, and" and insert immediately
thereafter "or"

Page 10, line 3, after "a" insert "farming or ranching"

Page 10, line 3, after "in" insert "the business of"

Page 10, after line 6, insert:
II&II

Page 10, line 7 , after "a" insert "farming or ranching"

Page 10, line 8, after "a" insert "farming or ranching"

Page 10, line 10, overstrike "it" and insert immediately thereafter “the annual report"

Page 10, line 11, after the period insert:
Ilill
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Page 10, line 11, after "report" insert “of the farming or ranching corporation or the farming or

ranching limited liability company"

Page 10, line 13, overstrike "1." and insert immediately thereafter "a."

Page 10, line 13, after "the" insert "farming or ranching"

Page 10, line 13, after "or" insert "farming or ranching"
Page 10, line 14, overstrike "2." and insert immediately thereafter "b."

Page 10, line 14, after the second "the" insert "farming or ranching"

Page 10, line 14, after "or" insert "farming or ranching"

Page 10, line 17, overstrike "3." and insert immediately thereafter "c."

Page 10, line 17, after "each" insert "farming or ranching"

Page 10, line 18, overstrike "a." and insert immediately thereafter "(1)"
Page 10, line 21, overstrike "b." and insert immediately thereafter "(2)"
Page 10, line 23, overstrike "4." and insert immediately thereafter "d."
Page 10, line 23, after "each" insert "farming or ranching"

Page 10, line 24, replace "a." with "(1)"

Page 10, line 24, replace "number of units" with "membership interests"
Page 10, line 26, replace "b." with "(2)"

Page 10, line 26, replace "number of issued units" with "membership interests"

Page 10, line 28, replace "5." with "e."

Page 10, line 29, overstrike "a." and insert immediately thereafter "(1)"
Page 11, line 1, overstrike "b." and insert immediately thereafter "(2)"
Page 11, line 3, overstrike "c." and insert immediately thereafter "(3)"
Page 11, line 3, after the semicolon insert "and"

Page 11, line 4, overstrike "d." and insert immediately thereafter "(4)"
Page 11, line 5, overstrike "; and"

Page 11, overstrike line 6

Page 11, line 7, overstrike “farm or ranch"

Page 11, line 8, replace "6." with "f."

Page 11, line 9, overstrike "a." and insert immediately thereafter "(1)"

Page 11, line 9, after "a" insert "farming or ranching"

Page 11, line 9, overstrike "then"
Page 11, line 12, overstrike "b." and insert immediately thereafter "(2)"

Page 11, line 12, after "a" insert "farming or ranching"
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Page 11, line 12, overstrike "then" (19-27)

Page 11, line 12, overstrike the second "and" and insert immediately thereafter an underscored
comma

Page 11, line 13, after the comma insert "and member authorized under a statement of
authority,"

Page 11, line 15, replace "7." with "g."

Page 11, line 16, overstrike "land in the state" and insert immediately thereafter "farmland or
ranchland"

Page 11, line 17, after "the" insert "farming or ranching"

Page 11, line 17, after the first "or" insert "farming or ranching"

Page 11, line 17, overstrike "and used for farming or ranching"
Page 11, line 21, replace "8." with "h."

Page 11, line 21, after the third "the" insert "farming or ranching"

Page 11, line 22, after the first "or" insert "farming or ranching"

Page 11, line 22, after "from" insert "engaging in the business of"

Page 11, line 23, overstrike "operations"
Page 11, line 25, replace "9." with "."
Page 11, line 25, after the second "the" insert "farming or ranching"

Page 11, line 25, after "or" insert "farming or ranching"

Page 11, line 28, replace "10." with "4."

Page 11, line 28, after "A" insert "farming or ranching"

Page 11, line 28, after "in" insert "the business of"

Page 11, line 28, after "farming" insert "or ranching"
Page 11, line 30, overstrike "by" and insert immediately thereafter "under”
Page 12, line 1, replace "11." with "5."

Page 12, line 1, after "A" insert "farming or ranching"

Page 12, line 1, after "in" insert "the business of"

Page 12, line 1, after "farming" insert "or ranching"

Page 12, line 4, overstrike "by" and insert immediately thereafter "under"

Page 12, line 7, after the first underscored boldfaced dash insert "Authorized livestock farm
corporations and authorized livestock farm limited liability companies -"

Page 12, line 12, replace "or" with an underscored comma

Page 12, line 12, after "organization" insert ", or certificate of authority"

Page 12, line 12, after the underscored period insert:
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Page 12, line 13, after "in" insert "subsection 58 of" ’ '

Page 12, line 13, replace "a" with "an authorized livestock farm"

Page 12, line 13, replace "or" with "and subsection 49 of"

Page 12, line 14, replace the first "a" with "an authorized livestock farm"

Page 12, line 15, after the first "the" insert "authorized livestock farm"

Page 12, line 15, after "or" insert "authorized livestock farm"

Page 12, line 16, after the second “the" insert "authorized livestock farm"

Page 12, line 16, after the second "or" insert "authorized livestock farm"

Page 12, line 17, after the underscored period insert:

ll3. ]

Page 12, line 17, after "report" insert "of the authorized livestock farm corporation or the
authorized livestock farm limited liability company"

Page 12, line 19, replace "registered agent of the" with "authorized livestock farm"

Page 12, line 19, after "or" insert "authorized livestock farm"

Page 12, remove lines 20 and 21
Page 12, line 22, remove "this state"

Page 12, line 23, replace "corporation of limited liability company" with "registered agent of the
authorized livestock farm corporation or authorized livestock farm limited liability
company as provided in chapter 10-01.1 and, if a noncommercial registered agent, the
address of the reqistered office of the authorized livestock farm corporation or
authorized livestock farm limited liability company in this state"

Page 12, line 24, after "each" insert "authorized livestock farm"

Page 12, line 25, after the second "the" insert "authorized livestock farm"

Page 12, line 31, after "each" insert "authorized livestock farm"

Page 13, line 1, replace "number of units" with "membership interests"

Page 13, line 1, after the second "the" insert "authorized livestock farm"

Page 13, line 3, replace "units" with "membership interests"

Page 183, line 6, remove ", including the names and addresses and"

Page 13, line 7, remove "relationships of trusts and estates that own shares or membership
interests"

Page 13, line 8, replace "an organization" with "a person other than an individual"

Page 13, line 8, after "of" insert “incorporation, organization, or"
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Page 13, line 9, after “interests" insert "or percentage of shares or membership interests of
each" P

Page 13, line 10, after "of" insert "total" 3’5*3":}3\
(31-3T)

Page 13, line 12, after "of" insert "total"

Page 13, line 13, replace "A" with "As to individuals, a"

Page 13, line 14, remove "and"
Page 13, remove line 16

Page 13, line 17, replace "ranch" with "the business of farming or ranching; and

(8) As to persons other than an individual, a statement of whether
the person. and any controlling person of the person, is
incorporated or organized in the United States and one hundred
percent of the stock or interests is owned by citizens of the
United States. permanent resident aliens of the United States, or

individuals or persons in compliance with section 47-10.1-02"
Page 13, line 19, replace "a" with "an authorized livestock farm"

Page 13, line 20, replace the underscored period with ", and a statement whether each actively
is engaged in the operation of the corporation; or"

Page 13, line 21, replace "a" with "an authorized livestock farm"

Page 13, line 22, after "governors" insert “, and a statement whether each actively is engaged
in the operation of the limited liability company"

Page 13, line 23, after "the" insert "authorized livestock farm"

Page 13, line 23, after the first "or" insert "authorized livestock farm"

Page 13, line 23, remove "directly or"
Page 13, line 24, remove "indirectly"

Page 13, line 25, after the underscored closing bracket insert “of farmland or ranchland"”

Page 13, line 26, replace "land" with "farmland or ranchland"

Page 13, line 26, remove ", the total"

Page 13, line 27, replace "number of hectares" with "[hectarage]"

Page 13, line 28, replace "land in the state" with "farmland or ranchland"

Page 13, line 28, after the second "the" insert "authorized livestock farm"

Page 13, line 28, after "or" insert "authorized livestock farm"

Page 13, line 30, remove “investors are"

Page 13, line 30, after "members" insert "hold a direct or indirect interest"

Page 13, line 30, remove "any"

Page 13, line 31, replace "corporation" with "corporations"
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Page 14, line 1, replace "company" with "companies” 21(’30)’;\%)
Page 14, line 1, replace "directly or indirectly" with "in combination”

Page 14, line 3, after the underscored closing bracket insert "of farmland or ranchland. The
interest disclosed under this subdivision does not include the number of acres
[hectares] of farmland or ranchland directly owned or leased by shareholders or
members who are individuals, farming or ranching corporations. farming or ranching
limited liability companies. or partnerships that meet the requirements of subsection 2
of section 10-06.1-02"

Page 14, line 4, remove "A statement that at least sixty-five percent of the gross income of the
corporation”

Page 14, remove lines 5 through 8

Page 14, line 9, remove "k."

Page 14, line 9, after "the" insert "authorized livestock farm"

Page 14, line 9, after "or" insert "authorized livestock farm"

Page 14, line 10, remove "cultivation of land for the"

Page 14, line 10, after "livestock" insert "on farmland or ranchland"

Page 14, line 11, replace ".." with "k."
Page 14, line 11, after "of" insert "livestock"
Page 14, remove lines 12 through 18
Page 14, line 19, replace "0." with "L."

Page 14, line 19, after the third "the" insert "authorized livestock farm"

Page 14, line 20, after the first "or" insert "authorized livestock farm"

Page 14, line 20, remove "farming or"
Page 14, line 21, replace "ranching" with "authorized livestock farm"
Page 14, line 23, replace "p." with "m."

Page 14, line 23, after the second "the" insert "authorized livestock farm"

Page 14, line 23, after "or" insert "authorized livestock farm"

Page 14, line 26, replace "2. A" with:

"4,  An authorized livestock farm"

Page 14, line 26, replace "farming which" with "authorized livestock farm operations that"

Page 14, line 28, replace "by" with "under"

Page 14, line 29, replace "3. A" with:

"5.  An authorized livestock farm"

Page 14, line 29, replace "farming which" with "authorized livestock farm operations that"
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Page 15, line 2, replace "by" with "under" L 30995

(}5 -27) )
Page 15, after line 2, insert:

"SECTION 22. AMENDMENT. Section 10-06.1-18 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-18. Reports of corporations and limited liability companies not
engaged in farming or ranching.

Any business ernenprefit corporation and-any, limited liability company, or
nonprofit organization not engaged in the business of farming or ranching which owns
or leases a tract of land-used-for-farming-or+anehingfarmland or ranchland which is
larger than twenty acres [8.09 hectares] in size shall file with the attorney general,
within twelve months of any transaction involving the purchase, sale, or surface leasing
of suehthe farmland or ranchland by that corporation or limited liability company, a
report containing all of the following information:

1. The name of the corporation or limited liability company and its place of
incorporation or organization and, if a nonprofit eerperatienorganization, a
copy of its section 501(c)(3) exemption letter from the internal revenue
service.

2. The name of the registered agent of the corporation or limited liability
company as provided in chapter 10-01.1 and, if a noncommercial
registered agent, then the address of the noncommercial registered agent
in this state.

3. The acreage [hectarage] and location listed by section, township, range,
and county of all sueh+tand-in-the-statethe farmland or ranchland owned or
leased by the corporation or limited liability company and-used-ferfarming
er-ranehing.

4. The date and method of acquisition or disposal of saehthe farmland or
ranchland.

SECTION 23. AMENDMENT. Section 10-06.1-19 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-19. Exemption from certain disclosure and other requirements for
certain organizations.

Sections 10-06.1-12, 10-06.1-15, 18 of this Act, 10-06.1-17, 21 of this Act, and
10-06.1-18 do not apply to nonprofit organizations or to corporations or limited liability
companies such as banks, trust companies, or foundations serving in a fiduciary
capacity as the personal representative or trustee of an estate or trust for an individual
described in subsection 2 of section 10-06.1-12.

SECTION 24. AMENDMENT. Section 10-06.1-20 of the North Dakota Century
Code is amended and reenacted as follows:
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10-06.1-20. Failure to file report - Penalty. 3-30-3D

Every corporation or limited liability company whiehthat willfully fails to file any
report required under this chapter or willfully files false information on any report
required under this chapter is guilty of a class A misdemeanor."

Page 15, line 7, replace "5" with "13"

Page 15, line 8, overstrike "such" and insert immediately thereafter "the"

Page 15, line 14, after "from" insert "engaging in the business of"

Page 15, line 15, overstrike "operations"

Page 15, line 15, overstrike "such" and insert immediately thereafter "the"

Page 15, line 16, replace "11" with "21"

Page 15, after line 17, insert:

"SECTION 27. AMENDMENT. Section 10-06.1-23 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-23. Attorney general to conduct random compliance program.

Each year the attorney general shall select at random at least five percent of the
total number of corporations and limited liability companies authorized byunder this
chapter for requests for information to determine compliance with this chapter. For
suehthis purpose, the attorney general may request affidavits, share transfer records,
certified copies of marriage licenses, birth certificates, deeds, leases, and sueh other
records and documents necessary to determine compliance. The corporation or limited
liability company shall comply with any request for information made under this section.

SECTION 28. AMENDMENT. Section 10-06.1-24 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-24. Enforcement - Penalty.

1. a.

=

o

The recorder shall mail or deliver a copy of every instrument filed or
recorded, within thirty days after the instrument is recorded, to the
attorney general if the instrument documents evidence of a lease
agreement or purchase agreement pursuant to subsection 6 or 7 or if
the instrument conveys the title to farmland or ranchland to a
corporation or limited liability company.

The attorney general shall commence an action in the district court of
the county in which the substantial portion of farmland or ranchland
used in violation of this chapter is situated if the attorney general has
reason to believe that any person is violating this chapter. The
attorney general shall file for record with the recorder of each county
in which any portion of the land is located a notice of the pendency of
the action.

If the court finds that the tard-in-gquestionfarmland or ranchland is
being held in violation of this chapter, or that a corporation or limited

liability company is eerduetingengaging in the business of farming or
ranching in violation of this chapter, the court shall enter an order se
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geefaringpursuant to the court's findings of fact and conclusions of 3 ‘
law. The attorney general shall file ary-suehthe order for record with (25-2/)
the recorder of each county in which any portion of the land is located.
Thereafter, the corporation or limited liability company shall, within the
time set by the court not to exceed one year from the date of the
court's final order, divest itself of ary-farming-erranchinglandthe
farmland or ranchland owned or leased by it in violation of this
chapter, and cease allengaging in the business of farming or ranching

operations.

Except as otherwise provided in subsection 10, any corporation or
limited liability company that fails to comply with the court's order is
subject to a civil penalty not to exceed twenty-five thousand dollars
and may be dissolved or terminated by the secretary of state.

=

The divestment period is deemed to be a covenant running with the title to
the fandfarmland or ranchland against any corporate or limited liability
company grantee, corporate or limited liability company successor, or
corporation or limited liability company assignee of the corporation or
limited liability company not authorized to deengage in the business of
farming or ranching under this chapter.

Any tandfarmland or ranchland not divested within the divestment period
prescribed must be sold at public sale in the manner prescribed by law for
the foreclosure of real estate mortgage by action. In addition, any
prospective or threatened violation may be enjoined by an action brought
by the attorney general in the manner provided by law, including enjoining
the corporation or limited liability company from completing performance
on the remainder of any leasehold which is in violation of this chapter.

Subject to the divestiture requirements of subsections 5, 6, and 7, a
domestie-er-foreign corporation or limited liability company may acquire
farmland or ranchland as security for indebtedness, by process of law in
the collection of debts, or by any procedure for the enforcement of a lien or
claim thereon, whether created by mortgage or otherwise.

Unless retention of the farmland or ranchland is permitted under
subsection 6 or 7, all farmland or ranchland acquired as security for
indebtedness, in the collection of debts, or by the enforcement of a lien or
claim shall be disposed of within three years after acquiring ownership, if
the acquisition would otherwise violate this chapter.

The disposition requirement does not apply to a corporation or limited
liability company that has acquired title to the lardfarmland or ranchland
through the process of foreclosure of a mortgage, or a deed from a
mortgagor instead of a foreclosure, if, by the expiration of one month after
what is or what would have been the redemption period of the mortgage if
the mortgage had been foreclosed, that corporation or limited liability
company leases to the prior mortgagor from whom it was acquired, with an
option to purchase, and if documents evidencing the lease agreement
have been filed with the recorder of each county in which the land is
located. A copy of a notice of lease is sufficient evidence. The exemption in
this subsection applies for only five years and then only if the property has
been appraised in accordance with subsection 8. The annual lease
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payments required of the tenant may not exceed seven percent of the 33023
appraised value. (36 ,ﬁ&;r;\u

7. The disposition requirement does not apply to a corporation or limited
liability company that has acquired title to the tandfarmland or ranchland
through the process of foreclosure of a mortgage, or a deed from the
mortgagor instead of foreclosure, if, by the expiration of one month after
what is or what would have been the redemption period of the mortgage if
the mortgage had been foreclosed, that corporation or limited liability
company contracts for the sale of the land to the prior mortgagor from
whom it was acquired, and if documents evidencing the purchase
agreement have been filed with the recorder of each county in which the
land is located. A copy of a notice of the contract for deed is sufficient
evidence. An exemption under this subsection is valid only if an appraisal
has been made in accordance with subsection 8, and if it is valid, the
exemption is unlimited in duration. The sale price may not exceed the price
determined by the appraisers.

8. If an appraisal is required, the appraisal must be made by three
independent appraisers, one selected by the corporation or limited liability
company, one selected by the prior mortgagor, and the third selected by
the first two appraisers.

9. If a corporation or limited liability company holds fardfarmland or ranchland
pending divestiture, and the holding is not otherwise geverned-byregulated
under this section, the land must be leased to persons actually engaged in
the business of farming or ranching and a disposal may not be to a
corporation or limited liability company unless ownership by that
corporation or limited liability company is authorized under this chapter.

10. The civil penalty for a violation of section 10-06.1-10 may not exceed one
hundred thousand dollars.

11.  Except as provided in subsection 10, any corporation or limited liability
company continuing to violate this chapter is subject to a civil penalty not
to exceed twenty-five thousand dollars and may be dissolved or terminated
by the attorney general in accordance with the laws of this state.

SECTION 29. AMENDMENT. Section 10-06.1-25 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-25. Private enforcement.

This chapter may be enforced in the same manner as provided in section
10-06.1-24 by any corporation or limited liability company authorized to engage in the
business of farming or ranching byunder this chapter or any resident of legal age of a
county in which the fandfarmland or ranchland owned or leased by a corporation or

Iimlted I!ablllty company in wolatlon of thls chapter is Iocated {-f—saeh—aeheﬂ—is

by—the—pl&mti#lf an actlon is brouqht under thls sectlon the dlstrlct court must award to
the prevailing party the actual costs and disbursements and reasonable attorney's
fees."
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Page 15, after line 20, insert:
||1 ." :'; :} ’}1 /;‘ ] _,"

Page 15, line 22, overstrike "doing" and insert immediately thereafter "engaged in the"

Page 15, line 22, after "business" insert "of farming and ranching"

Page 15, line 27, after the period insert:

II2.lI

Page 15, line 28, after the first "the" insert "farming and ranching"

Page 15, line 28, after "corporation” insert "or authorized livestock farm corporation"

Page 16, line 5, after the period insert:
nill

Page 16, line 6, after the third "the" insert "farming or ranching"

Page 16, line 7, after "corporation” insert "or authorized livestock farm corporation"

Page 16, after line 18 insert:

|I-I .II

Page 16, line 20, overstrike "doing" and insert inmediately thereafter "engaged in the"

Page 16, line 20, after "business" insert "of farming and ranching"

Page 16, line 25, overstrike "by" and insert immediately thereafter "under"

Page 16, line 26, after the period insert:

II2-II

Page 16, line 26, after the third "the" insert "farming or ranching"

Page 16, line 27, after "company" insert "or authorized livestock farm limited liability company"

Page 17, line 5, after the period insert:
llill

Page 17, line 7, after "company" insert "or authorized livestock farm limited liability company
itself"

Renumber accordingly
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March 31, 2023 8:57AM Carrier: Luick
Insert LC: 23.0721.03003 Title: 04000

REPORT OF STANDING COMMITTEE
HB 1371, as engrossed: Agriculture and Veterans Affairs Committee (Sen. Luick,
Chairman) recommends AMENDMENTS AS FOLLOWS and when so amended,
recommends DO PASS (5 YEAS, 1 NAY, 0 ABSENT AND NOT VOTING).
Engrossed HB 1371 was placed on the Sixth order on the calendar. This bill does
not affect workforce development.

Page 1, line 2, after "corporation” insert "and authorized livestock farm limited liability
company"

Page 1, line 2, after the second comma, insert "and"

Page 1, line 3, remove the comma

Page 1, line 4, replace the second "and" with "10-06.1-03,"

Page 1, line 5, replace "subsection 2 of section" with "10-06.1-05, 10-06.1-06, 10-06.1-07,
and 10-06.1-08, subsection 1 of section 10-06.1-09, and sections 10-06.1-10, and
10-06.1-11,"

Page 1, line 5, remove "and sections"

Page 1, line 5, after the fourth comma insert "10-06.1-15, 10-06.1-16,"

Page 1, line 6, after the first comma insert "10-06.1-18, 10-06.1-19, 10-06.1-20,"

Page 1, line 6, after the third comma insert "10-06.1-23, 10-06.1-24, 10-06.1-25,"

Page 1, line 8, replace "cattle" with "livestock"

Page 1, line 18, after the third underscored comma insert "or"

Page 1, line 18, after "or" insert "the business of"

Page 1, line 20, remove "agriculture"

Page 1, line 22, after the second "corporation” insert ", joint-stock company or association”

Page 1, line 22, replace "cattle" with "livestock"

Page 1, line 23, replace "cattle" with "livestock"

Page 2, line 1, after the second "products” insert "which is allowed to engage in the business

of farming or ranching under section 13 of this Act,"

Page 2, line 4, replace the first "cattle" with "livestock"

Page 2, line 4, replace the second "cattle" with "livestock"

Page 2, line 4, after "of" insert "poultry or"

Page 2, line 5, after the second "products” insert "which is allowed to engage in the business

of farming or ranching under section 13 of this Act."

Page 2, line 7, remove ""Cattle backgrounding" means the feeding or growing of cattle from
weaning until the"

Page 2, remove lines 8 and 9
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Page 2, line 10, replace "expeditiously preparing the cattle for harvest" with ""Beekeeping
means the breeding or rearing of bee colonies or the owning. maintenance, or

management of bee apiaries"

Page 2, line 11, replace "7." with "6."
Page 2, line 13, replace "8." with "7.  a."

Page 2, line 13, overstrike "cultivating land for production of agricultural crops or"
Page 2, line 14, overstrike "livestock, or the"

Page 2, line 14, overstrike "of" and insert immediately thereafter "agricultural crops, fruit,
horticultural products, or"

Page 2, line 14, overstrike "poultry or"

Page 2, line 15, overstrike "poultry products, milk or dairy products, or fruit or horticultural
products. It" and insert immediately thereafter "or livestock backgrounding, or

livestock fishing.
b. The term"
Page 2, line 17, replace "a." with "(1)"
Page 2, line 18, replace "b." with "(2) Aquaculture or greenhouse agriculture by a person that
has farmland or ranchland holdings not exceeding forty acres
[16.19 hectares]:
(3) Beekeeping;
(4)"
Page 2, line 19, replace "c." with "(5)"
Page 2, remove lines 20 and 21
Page 2, line 22, remove "agricultural landholding not exceeding forty acres [16.19 hectares]."
Page 2, line 23, replace "f." with "(6)"
Page 2, line 25, replace "9." with "8."

Page 2, line 26, after "association" insert "which is allowed to engage in the business of
farming or ranching under section 10-06.1-12."

Page 2, line 28, replace "10." with "9."

Page 2, line 29, after "company" insert "which is allowed to engage in the business of
farming or ranching under section 10-06.1-12,"

Page 2, after line 29, insert:

"10. "Farmland or ranchland" means agricultural land in this state used for
farming or ranching."

Page 3, line 4, after "12." insert ""Livestock" includes beef cattle, dairy cattle, elk. bison,
poultry, swine, sheep, goats, llamas. and alpacas.
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13. "Livestock backgrounding" means the feeding or growing of livestock
from weaning until the livestock enter a livestock finishing feedlot or

14. '"Livestock finishing" means the feeding or growing of livestock for the
purpose of expeditiously preparing the livestock for harvest.

Page 3, line 16, replace "13." with "16."
Page 3, line 16, remove "day-to-day"
Page 3, line 17, remove "day-to-day"
Page 3, line 18, remove "significantly"
Page 3, after line 22, insert:

nq

Page 3, line 24, overstrike "land used for farming or ranching" and insert immediately
thereafter "farmland or ranchland"

Page 3, line 25, after the period insert:
ll;ll

Page 3, line 26, overstrike "that is" and insert immediately thereafter "under title 45 which
owns or leases farmland or ranchland or engages”

Page 3, line 27, after the period insert:

Page 3, line 27, after "provision" insert "of law"

Page 3, line 28, remove "is"

Page 3, line 29, replace "prohibited from being" with "may not be"

Page 3, line 29, remove "owning or leasing land used for farming or"

Page 3, line 30, replace "ranching or engaging" with "under title 45 which owns or leases
farmland or ranchland or engages"

Page 3, line 30, remove ", a shareholder of an authorized"

Page 3, line 31, remove "livestock farm corporation, or a member of an authorized livestock
farm limited liability company"

Page 3, after line 31, insert:

"SECTION 3. AMENDMENT. Section 10-06.1-03 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-03. Retention of mineral interests prohibited.
For land and minerals acquired after July 1, 1985, any corporation or limited

liability company that acquires mineral interests through foreclosure or in lieu of
foreclosure which were not specifically valued at the time the security interest in the
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minerals was acquired, and which is prohibited from owning or leasing targ-used-in-
fammﬁg—er—Faﬁehmgfarmland or ranchland is prohibited from retaining mineral

interests in

farmland or ranchland when the

corporation or limited liability company divests itself of the land, and the mineral
interests must be passed with the surface estate of the land when the corporation or
limited liability company divests itself of the land under this chapter.”

Page 4, after line 3 insert:

"1 -ll

Page 4, line 5, after "corporation” insert "or an authorized livestock farm corporation”

Page 4, line 9, after "10-06.1-15" insert "or section 18 of this Act"

Page 4, line 9, after the period insert:

ll;ll

Page 4, line 9, after the first "corporation” insert "or an authorized livestock farm corporation”

Page 4, line 13, replace "and" with "or"

Page 4, line 13, replace "11" with "21"

Page 4, replace lines 16 through 22 with:

"SECTION 5. AMENDMENT. Section 10-06.1-05 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-05. Conversion of limited liability company.

1

2.

A business limited liability company regulated under chapter 10-32.1 may
convert to a farming or ranching limited liability company or an authorized
livestock farm limited liability company by adopting an amendment to its
articles of organization or by applying for an amended certificate of
authority which specifies that the limited liability company elects to be
subject to this chapter and by complying with all requirements of this
chapter. The amendment must be filed with the secretary of state with the
prescribed fee and with the initial report required by section 10-06.1-15 or
section 18 of this Act.

A farming or ranching limited liability company or an authorized livestock
farm limited liability company may convert to a business limited liability
company by adopting an amendment to its articles of organization or by
applying for an amended certificate of authority. The amendment must be
filed with the secretary of state with the prescribed fee. The amendment
must be accompanied by a report outlining the information, as of the date
of the amendment, which is required under section 10-06.1-17 or_
section 21 of this Act, and the manner in which the limited liability
company has divested itself of its owned or leased land holdings and its
business of farming or ranching.

SECTION 6. AMENDMENT. Section 10-06.1-06 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-06. Surface coal mining - Exception.

A corporation or limited liability company not engaged in the business of

farming or ranching may own or lease lands-used-ferfarming-orranchingfarmland or_

ranchland, when the business of sueh-athe corporation or limited liability company is
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the conducting ef surface coal mining operations or related energy conversion, and
when the ownlng or leasing of {ands—used—fe#amng—er—mnemngfarmland or
ranchland is reasonably necessary in the conduct of the business of surface coal
mining or related energy conversion. When the necessity for owning or leasing of
tands-used-for farming-orranchingfarmland or ranchland no longer exists, the
exception provided in this section ceases and the corporation or limited liability
company owning or leasing suehthe lands is subject to this chapter.

SECTION 7. AMENDMENT. Section 10-06.1-07 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-07. Industrial and business purpose exeeption- Exception.

A corporation or limited liability company that is not engaged in the business
of farming or ranching may own or lease lanrd-used-forfarming-er+anchingfarmland
or ranchland when the land is necessary for residential or commercial development;
the siting of buildings, plants, facilities, industrial parks, or similar business or
industrial purposes of the corporation or limited liability company; or for uses
supportive of or ancillary to adjacent renagriediturat land that is not farmland or
ranchland for the benefit of both land parcels. The farmland or ranchland while not
being immediately used for any purpose of the corporation or limited liability
company must be available to be leased by persons who farm or ranch as sole
proprietorships or partnerships, or by farming or ranching corporations or farming or

ranching limited liability companies altewed-to-engage-infarming-orranching-under
seetion10-06-4-42.

SECTION 8. AMENDMENT. Section 10-06.1-08 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-08. Cooperative corporations allowed to engage in the business
of farming or ranching - Requirements.

This chapter does not prohibit cooperative corporations, seventy-five percent
of whose members or shareholders are actual farmers or ranchers residing on farms
or ranches or depending principally on farming or ranching for their livelihood, from
acquiring reatestatefarmland or ranchland and engaging in the business of
cooperative farming or ranching.

SECTION 9. AMENDMENT. Subsection 1 of section 10-06.1-09 of the North
Dakota Century Code is amended and reenacted as follows:

1. Anonprofit organization or a trust for the benefit of an individual or a
class of individuals related within the degrees of kinship specified in
subsection 2 of section 10-06.1-12 may own or lease farmland or
ranchland if that land is leased to a person who farms or ranches the
land as a sole proprietorship or partnership, or a farming or ranching
corporation or a farming or ranching limited liability company-atewed-to-

SECTION 10. AMENDMENT. Section 10-06.1-10 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-10. Acquisition of certain farmland or ranchland by certain
nonprofit organizations.

A nonprofit organization may acquire farmland or ranchland only in
accordance with the following:

1. Unless it is permitted to own or lease farmland or ranchland under
section 10-06.1-09, the nonprofit organization must have been either
incorporated in this state or issued a certificate of authority to do
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business in this state before January 1, 1985, or, before January 1, 1987,
have been incorporated in this state if the nonprofit organization was
created or authorized under Public Law No. 99-294 [100 Stat. 418]. A
nonprofit organization created or authorized under Public Law No.
99-294 [100 Stat. 418] may acquire no more than twelve thousand acres
[4856.228 hectares] of land from interest derived from state, federal, and
private sources held in its trust fund.

2. The landfarmland or ranchland may be acquired only for the purpose of
conserving natural areas and habitats for biota, and, after acquisition:

a.

[=

[©

(1) DESK (3) COMMITTEE

The land must be maintained and managed for the purpose of
conserving natural area and habitat for biota.

Any agricultural use of the land is in accordance with the
management of the land for conservation and agricultural use, and is
by a sole proprietorship or partnership, or a farming or ranching
corporation or a farming or ranching limited liability company-altewed-

to-engage-infarming-orranchingundersection40-06-142.

If any parcel of the land is open to hunting, it must be open to
hunting by the general public.

The nonprofit organization must fully comply with all state laws
relating to the control of noxious and other weeds and insects.

The nonprofit organization must make payments in lieu of property
taxes on the property, calculated in the same manner as if the
property was subject to full assessment and levy of property taxes.

All property subject to valuation must be assessed for the purpose of
making the payments under subdivision e in the same manner as
other real property in this state is assessed for tax purposes. Before
June thirtieth of each year, the county auditor of any county in which
property subject to valuation is located shall give written notice to the
nonprofit organization and the tax commissioner of the value placed
by the county board of equalization upon each parcel of property
subject to valuation in the county.

Before farmland or ranchland may be purchased by a nonprofit
organization for the purpose of conserving natural areas and habitats
for biota, the governor must approve the proposed acquisition.

A nonprofit organization that desires to purchase farmland or
ranchland for the purpose of conserving natural areas and habitats
for biota shall first submit a proposed acquisition plan to the
agriculture commissioner who shall convene an advisory committee
consisting of the director of the parks and recreation department, the
agriculture commissioner, the state forester, the director of the game
and fish department, the president of the North Dakota farmers
union, the president of the North Dakota farm bureau, the president
of the North Dakota stockmen's association, and the chairman of the
county commission of any county affected by the acquisition, or their
designees.

The advisory committee shall hold a public hearing with the board of
county commissioners concerning the proposed acquisition plan and
shall make recommendations to the governor within forty-five days
after receipt of the proposed acquisition plan.
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d. The governor shall approve or disapprove any proposed acquisition
plan, or any part thereof, within thirty days after receipt of the
recommendations from the advisory committee.

4. Land acquired in accordance with this section may not be conveyed to
the United States or any agency or instrumentality of the United States.

5. On failure to qualify to continue ownership under subsection 2, the land
must be disposed of within five years of that failure to qualify.

SECTION 11. AMENDMENT. Section 10-06.1-11 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-11. Required nonprofit organization divestiture of agrictitural-
landfarmland or ranchland.

In addition to the divestiture requirements of sections 10-06.1-10 and
10-06.1-24, a nonprofit eerperatiororganization that acquires fandfarmland or
ranchland by gift or devise after December 31, 1984, the ownership of which is not
permitted under this chapter, shall divest itself of the land within ten years after the
acquisition. For purposes of this section, "ownership" means holding either fee or
equitable title, unless fee title is held solely as security for payment of the purchase
price, or unless fee title does not carry with it the right to immediate possession of
the property. If the eerperatiororganization fails to divest itself of the land within the
required time, the attorney general shall take action under section 10-06.1-24.

SECTION 12. AMENDMENT. Section 10-06.1-12 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-12. CerporationFarming or ranching corporation or farming or
ranching limited liability company allowed to engage in the business of farming
or ranching - Requirements.

This chapter does not prohibit a farming or ranching corporation or a farming
or ranching limited liability company from owning real-estateor leasing farmland or
ranchland and engaging in the business of farming or ranching, if the corporation
meets all the requirements of chapter 10-19.1 or the limited liability company meets
all the requirements of chapter 10-32.1 which are not inconsistent with this chapter.
The following requirements also apply:

1. a. Ifafarming or ranching corporation, the corporation must not have
more than fifteen shareholders.

b. If a farming or ranching limited liability company, the limited liability
company must not have more than fifteen members.

2. Each shareholder or member must be related to each of the other
shareholders or members within one of the following degrees of kinship
or affinity: parent, son, daughter, stepson, stepdaughter, grandparent,
grandson, granddaughter, brother, sister, uncle, aunt, nephew, niece,
great-grandparent, great-grandchild, first cousin, second cousin, or the
spouse or surviving spouse of a person so related.

3. Each shareholder or member must be an individual or one of the
following:

a. Atrust for the benefit of an individual or a class of individuals who
are related to every shareholder of the corporation or member of the
limited liability company within the degrees of kinship or affinity
specified in this section.
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b. An estate of a decedent who was related to every shareholder of the
corporation or member of the limited liability company within the
degrees of kinship or affinity specified in this section.

4. Atrust or an estate may not be a shareholder or member if the
beneficiaries of the trust or the estate together with the other
shareholders or members are more than fifteen in number.

5. Eachindividual who is a shareholder or member must be a citizen of the
United States or a permanent resident alien of the United States.

6. a. Ifafarming or ranching corporation, the officers and directors of the
corporation must be shareholders who are actively engaged in

operatmg the farm or ranch and—a{—leas{—er-}e—ef—thhe—eerperaﬂeﬁ—s—

eFFaHeh.

=

If a farming or ranching limited liability company, the governors and,_

managers, and members authorized under a statement of authority
of the limited liability company must be members who are actively

engaged in operatlng the farm or ranch aﬂd—at—least—eﬁe—ef—ﬁs—

7. An annual average of at least sixty-five percent of the gross income of
the farming or ranching corporation or farming or ranching limited liability
company over the previous five years, or for each year of its existence, if
less than five years, must have been derived from engaging in the
business of farming or ranching eperatiens.

8. The income of the farming or ranching corporation or farming or ranching
limited liability company from nonfarm rent, nonfarm royalties, dividends,
interest, and annuities cannot exceed twenty percent of the gross income
of the corporation or limited liability company.

9. The farming or ranching corporation or farming or ranching limited liability
company must own or lease farmland or ranchland ia-this-state."

Page 4, line 25, after "or" insert "authorized livestock farm"

Page 4, line 25, after "company" insert "allowed to engage in the business of farming or
ranching"

Page 4, line 27, replace "real estate" with "farmland or ranchland"

Page 4, line 28, after the first "the" insert "authorized livestock farm"

Page 4, line 29, after the first "the" insert "authorized livestock farm"
Page 5, line 1, after "1." insert "a."
Page 5, line 1, replace the first "a" with "an authorized livestock farm"
Page 5, line 1, after the underscored period insert:

"p."
Page 5, line 1, replace the second "a" with "an authorized livestock farm"

Page 5, line 3, after "2." insert "a."
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Page 5, line 3, replace "a" with "an authorized livestock farm"

Page 5, line 5, replace "operating a farm or ranch" with "the business of farming or ranching"
Page 5, line 5, after the underscored comma insert "farming or ranching"

Page 5, line 5, remove "that meet the"

Page 5, line 6, remove "requirements of chapter 10-06.1-12"

Page 5, line 6, after "or" insert "farming or ranching"

Page 5, line 6, remove "that meet the"

Page 5, line 7, remove "requirements of chapter 10-06.1-12"

Page 5, line 7, after the underscored period insert:
llgll

Page 5, line 7, replace "a" with "an authorized livestock farm"

Page 5, line 10, replace "operating a farm or ranch" with "the business of farming or
ranching"

Page 5, line 10, after the underscored comma insert "farming or ranching”

Page 5, line 10, remove "that meet the requirements of"

Page 5, line 11, remove "chapter 10-06.1-12"

Page 5, line 11, after "or" insert "farming or ranching"

Page 5, line 11, remove "that meet the requirements of"
Page 5, line 12, remove "chapter 10-06.1-12"

Page 5, line 13, after "3." insert "a."

Page 5, line 13, replace "a" with "an authorized livestock farm"
Page 5, line 13, replace ", all" with:

Page 5, line 14, remove "or"

Page 5, line 14, replace "and all" with "or an authorized individual under section 47-10.1-02.

2 Ar
Page 5, line 15, replace "person" with "individual or entity"
Page 5, line 16, replace "corporation" with "person”
Page 5, line 17, replace "or" with an underscored comma

Page 5, line 17, after "aliens" insert "of the United States, or an authorized individual under
section 47-10.1-02"

Page 5, line 17, after the underscored period insert:
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"p."
Page 5, line 17, replace "a" with "an authorized livestock farm"
Page 5, line 18, replace ", all" with ":

@ A

Page 5, line 19, replace "or" with an underscored comma

Page 5, line 19, replace "and all" with "or an authorized individual under section 47-10.1-02;
and

(Z). _”n
Page 5, line 20, remove "person limited"

Page 5, line 21, replace "liability company" with "individual or entity of the person"

Page 5, line 22, replace "or" with an underscored comma

Page 5, line 23, after "aliens" insert "of the United States, or an authorized individual under
section 47-10.1-02"

Page 5, line 25, remove "at any time, directly or indirectly."

Page 5, line 26, replace "land" with "farmland or ranchland"
Page 5, line 27, after "5." insert "a."

Page 5, line 27, replace "a" with "an authorized livestock farm"

Page 5, line 27, replace "are shareholders in" with "may hold direct or indirect interests in"
Page 5, line 28, remove the underscored comma
Page 5, line 28, remove "members"
Page 5, line 29, remove the first underscored comma
Page 5, line 29, remove "directly or indirectly"
Page 5, line 30, replace "land" with "farmland or ranchland"
Page 5, after line 30, insert:
"
Page 5, line 31, replace "a" with "an authorized livestock farm"
Page 5, line 31, replace "are members" with "may hold direct or indirect interests"
Page 6, line 1, remove "shareholders"
Page 6, line 1, after "in" insert "other"
Page 6, line 2, remove "directly or indirectly"

Page 6, line 4, replace "land" with "farmland or ranchland.
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This section does not restrict the number of acres [hectares] of
farmland or ranchland directly owned or leased by shareholders or
members who are individuals, farming or ranching corporations,
farming or ranching limited liability companies, or partnerships that
meet the requirements of subsection 2 of section 10-06.1-02"

[©

Page 6, line 5, after "6." insert "a."
Page 6, line 5, replace "a" with "an authorized livestock farm"

Page 6, line 6, after "are" insert "individuals and who are"

Page 6, line 6, remove "authorized livestock farm"
Page 6, line 6, after the underscored period insert:
"p."
Page 6, line 6, replace "a" with "an authorized livestock farm"

Page 6, line 7, replace "officers" with "members authorized under a statement of authority,"

Page 6, line 7, after "are" insert "individuals and who are"

Page 6, line 8, remove "authorized farm"

Page 6, line 9, after the second "the" insert "authorized livestock farm"
Page 6, line 10, after the first "or" insert "authorized livestock farm"

Page 6, line 11, after "from" insert "livestock backgrounding, livestock finishing, or"

Page 6, line 11, remove "cattle."

Page 6, line 13, after "the" insert "authorized livestock farm"
Page 6, line 13, after "or" insert "authorized livestock farm"
Page 6, line 15, after "the" insert "authorized livestock farm"
Page 6, line 15, after "or" insert "authorized livestock farm"
Page 6, line 16, after "The" insert "authorized livestock farm"

Page 6, line 16, after the first "or" insert "authorized livestock farm"

Page 6, line 16, remove "directly or indirectly"

Page 6, line 17, remove "cultivation of land for the"

Page 6, line 17, after "livestock" insert "on farmland or ranchland"
Page 6, line 18, replace "The" with "If the authorized livestock farm"

Page 6, line 18, after "or" insert "authorized livestock farm"

Page 6, line 18, replace "must begin" with "is intended to primarily comprise an animal

feeding operation or concentrated animal feeding operation on farmland
or ranchland, the corporation or limited liability company must:

a. Begin"
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Page 6, line 20, remove the underscored period

Page 6, line 21, replace "11. The corporation or limited liability company must have"
with "; and
b. Have"

Page 6, line 22, replace "three" with "six"

Page 6, line 23, replace "agricultural landholding" with "farmland or ranchland"
Page 6, line 24, replace "12." with "11."

Page 6, line 25, replace "subsection 10 or 11" with "this section"

Page 7, line 10, overstrike ", except those sections which pertain to foreign limited liability
companies,"

Page 7, after line 15, insert:

"SECTION 16. AMENDMENT. Section 10-06.1-15 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-15. Initial report - ShareholderFarming or ranching corporation
shareholder and farming or ranching limited liability member requirements.

1. Every farming or ranching corporation or farming or ranching limited
liability company shall file an initial report with its articles of incorporation,
articles of organization, or certificate of authority. The report must be
signed by the incorporators or organizers or, in the case of a certificate of
authority, an authorized person, and must contain the following:

a. The name of the farming or ranching corporation or farming or
ranching limited liability company.

b. With respect to each shareholder or member:
(1) The name and address of each, including the names and
addresses and relationships of trusts and estates that own
shares or membership interests;

(2) The number of shares or membership interests or percentage
of shares or membership interests owned by each;

(3) The relationship of each;

(4) Astatement of whether each is a citizen or permanent resident
alien of the United States; and

(5) A statement of whether each will be actively engaged in
operating the farm or ranch i i
c. With respect to management:
(1) If a farming or ranching corporation, then the names and

addresses of the officers and members of the board of
directors; or

(2) If afarming or ranching limited liability company, then the
names and addresses of the managers, members authorized
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under a statement of authority, and members of the board of
governors.

d. |If the purchase or lease of farmland or ranchland is final at the time
of the initial report, a statement listing the acreage [hectarage] and
location listed by section, township, range, and county of all lare-n-
the-statefarmland or ranchland owned or leased by the farming or

ranching corporation or farming or ranching limited liability company

. If the purchase or lease of
farmland or ranchland is not yet fmal at the time of the initial report, a
statement that there is a bona fide and imminent intent and a plan to
purchase or lease farmland or ranchland irthe-state.

e. Astatement that at least sixty-five percent of the gross income of the
farming or ranching corporation or farming or ranching limited liability
company will be derived from engaging in the business of farming or
ranching eperations, and that twenty percent or less of the gross
income of the corporation or limited liability company will be from
nonfarm rent, nonfarm royalties, dividends, interest, and annuities.

2. Afarming or ranching corporation or a farming or ranching limited liability
company may not commence farming or ranching in this state until the
secretary of state has received and filed the articles of incorporation ef,_
articles of organization, or certificate of authority, and the initial report
required byunder this section.

[

The farming or ranching corporation or farming or ranching limited liability
company shall furnish to the official county newspaper of each county or

counties in which arytardfarmland or ranchland is owned or leased by
the corporation or limited liability company a legal notice reporting the
following:

a. The name of the farming or ranching corporation or farming or
ranching limited liability company and its shareholders or members
as listed in the initial report.

b. A statement te-the-effeet that the farming or ranching corporation or
farming or ranching limited liability company has reported that it
owns or leases land-used-for-farming-er+anchingfarmland or
ranchland in the county and that a description of that land is
available for inspection at the seeretary-efstate's-efficeoffice of the
secretary of state."

Page 7, line 19, replace "supersede this chapter" with "take precedence"

Page 7, line 19, after "conflict" insert "with this chapter"

Page 7, line 22, replace "corporations" with "corporation shareholder"
Page 7, line 23, replace "companies" with "company member requirements"

Page 7, line 25, replace "or" with an underscored comma

Page 7, line 26, after "organization" insert ", or certificate of authority"

Page 7, line 26, after the underscored comma insert "or in the case of a certificate of
authority, an authorized person,"

Page 7, line 28, after "the" insert "authorized livestock farm"

Page 7, line 28, after "or" insert "authorized livestock farm"
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Page 7, line 30, remove ", including the names and addresses and"

Page 7, line 31, remove "relationships of trusts and estates that own shares or membership
interests"

Page 8, line 1, replace "an organization" with "a person other than an individual"

Page 8, line 1, after "of" insert "incorporation organization or"

Page 8, line 2, after "interests" insert "or percentage of shares or membership interests of
each"

Page 8, line 3, after "of" insert "total"
Page 8, line 5, after "of" insert "total"

Page 8, line 6, replace "A" with "As to individuals, a"

Page 8, line 7, remove "and"

Page 8, remove line 9

Page 8, line 10, replace "ranch" with "the business of farming or ranching; and

(8) As to a person other than an individual, a statement of whether
the person, and any controlling person of the person, is
incorporated in the United States and one hundred percent of
the stock or interests is owned by citizens of the United States,

permanent aliens of the United States, or individuals or
persons in compliance with section 47-10.1-02"

Page 8, line 12, replace "a" with "an authorized livestock farm"

Page 8, line 13, replace the underscored period with ", and a statement whether each will be
actively engaged in the operation of the corporation; or"

Page 8, line 14, replace "a" with "an authorized livestock farm"

Page 8, line 15, replace "officers" with "members authorized under a statement of authority,
and a statement whether each will be actively engaged in the operation of the limited
liability company"

Page 8, line 16, after "the" insert "authorized livestock farm"

Page 8, line 16, after "or" insert "authorized livestock farm"

Page 8, line 16, remove "and will not"

Page 8, line 17, remove "directly or indirectly"

Page 8, line 18, after the underscored closing bracket insert "of farmland and ranchland"
Page 8, line 19, replace "land" with "farmland or ranchland"

Page 8, line 20, replace "and the number of hectares" with "[hectarage]”

Page 8, line 21, replace "land in the state" with "farmland or ranchland"
Page 8, line 21, after the second "the" insert "authorized livestock farm"

Page 8, line 21, after "or" insert "authorized livestock farm"
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Page 8, line 23, replace "land" with "farmland or ranchland"

Page 8, line 24, remove "land"

Page 8, line 25, replace "in the state" with "farmland or ranchland"
Page 8, line 26, remove "investors are"

Page 8, line 26, after "members" insert "hold a direct or indirect interest"
Page 8, line 26, remove "any"

Page 8, line 27, replace "corporation" with "corporations"

Page 8, line 28, replace "company" with "companies"

Page 8, line 28, replace "directly or indirectly" with "in combination”

Page 8, line 30, after the underscored closing bracket insert "of farmland or ranchland. An
interest disclosed under this subdivision does not include the number of acres of
farmland or ranchland directly owned or leased by shareholders or members that are

individuals, farming or ranching corporations, farming or ranching limited liability

companies, or partnerships that meet the requirements of subsection 2 of section
10-06.1-02"

Page 9, line 1, after the second "the" insert "authorized livestock farm"
Page 9, line 2, after the first "or" insert "authorized livestock farm"
Page 9, line 2, replace "farming or ranching" with "authorized livestock farm"

Page 9, line 6, after the first "the" insert "authorized livestock farm"

Page 9, line 6, after "or" insert "authorized livestock farm"

Page 9, line 7, remove "cultivation of land for the"

Page 9, line 7, after "crops" insert "or the grazing of livestock on farmland or ranchland"

Page 9, line 8, after the first "the" insert "authorized livestock farm corporation facility or
authorized livestock farm limited liability company"

Page 9, line 8, after "of" insert "the commencement of facility"

Page 9, remove lines 9 through 11

Page 9, line 12, replace "A" with "An authorized livestock farm"

Page 9, line 12, replace "a" with "authorized livestock farm"

Page 9, line 14, replace "or" with an underscored comma

Page 9, line 14, after "organization" insert ", or certificate of authority"
Page 9, line 14, after the underscored period insert:

Page 9, line 14, after "The" insert "authorized livestock farm"

Page 9, line 15, after "or" insert "authorized livestock farm"
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Page 9, line 16, remove "or counties"
Page 9, line 16, replace the first "any" with "an"
Page 9, line 16, replace "any land" with "farmland and ranchland"

Page 9, line 18, after "the" insert "authorized livestock farm"

Page 9, line 18, after the first "or" insert "authorized livestock farm"
Page 9, line 20, remove "to the effect"

Page 9, line 20, after the second "the" insert "authorized livestock farm"
Page 9, line 20, after "or" insert "authorized livestock farm"

Page 9, line 21, replace the first "land" with "farmland or ranchland"

Page 9, line 22, remove "secretary of state's"

Page 9, line 23, after "office" insert "of the secretary of state"

Page 9, line 24, remove "to the effect"
Page 9, line 24, after the third "the" insert "authorized livestock farm"
Page 9, line 25, after "the" insert "authorized livestock farm"

Page 9, line 25, remove "directly or indirectly in"

Page 9, line 26, replace "combination with interests in any other person own" with "hold a
direct or indirect interest in authorized livestock farm corporations or authorized

livestock farm limited liability companies that in aggregate, own, lease, or otherwise
hold an interest in"

Page 9, line 27, replace "agricultural land" with "farmland or ranchland. An interest disclosed
under this subdivision does not include the number of acres of farmland or ranchland
directly owned or leased by shareholders or members that are individuals, farming or
ranching corporations, farming or ranching limited liability companies, or partnerships
that meet the requirements of subsection 2 of section 10-06.1-02"

Page 9, after line 27, insert:

"SECTION 19. AMENDMENT. Section 10-06.1-16 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-16. Share and membership interest transfer records.

1. a. Every corporation owning or leasing land-used-for-farming-or-
ranehingfarmland or ranchland or engaged in the business of
farming or ranching afterJune-30;4984; shall keep a record of
transfers of shares or transfers of interests in the corporation.

b. Every limited liability company owning or leasing tard-used-for-
farming-erranchingfarmland or ranchland or engaged in the_
business of farming or ranching shall keep a record of transfers of
membership interests in the limited liability company.

2. a. Ifacorporation, the corporation's secretary shall cause to be

recorded in the record all transfers of shares or transfers of interests
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among and between the corporation and its respective shareholders
or holders of interest.

[

If a limited liability company, the limited liability company's secretary
shall cause to be recorded in the record all transfers of membership
interests among and between the limited liability company and its
respective members.

[

The record must contain at least the following: the names of the
transferor and transferee, their relationship, the date of the transfer and,
if a corporation, the number of shares or the percentage of interests
transferred or, if a limited liability company, the number or percentage of
membership interests transferred."

Page 10, line 1, after the first boldfaced dash insert "Earming or ranching corporations
and farming or ranching limited liability companies -"

Page 10, after line 1 insert:

"1 -ll

Page 10, line 2, after "a" insert "farming or ranching"

Page 10, line 2, overstrike "engaged in farming or"

Page 10, line 3, overstrike "ranching after June 30, 1981, and" and insert immediately
thereafter "or"

Page 10, line 3, after "a" insert "farming or ranching"

Page 10, line 3, after "in" insert "the business of"
Page 10, after line 6, insert:

"y
Page 10, line 7, after "a" insert "farming or ranching"

Page 10, line 8, after "a" insert "farming or ranching"

Page 10, line 10, overstrike "it" and insert immediately thereafter "the annual report"
Page 10, line 11, after the period insert:
llill

Page 10, line 11, after "report" insert "of the farming or ranching corporation or the farming or
ranching limited liability company"

Page 10, line 13, overstrike "1." and insert immediately thereafter "a."
Page 10, line 13, after "the" insert "farming or ranching"

Page 10, line 13, after "or" insert "farming or ranching"

Page 10, line 14, overstrike "2." and insert immediately thereafter "b."
Page 10, line 14, after the second "the" insert "farming or ranching"

Page 10, line 14, after "or" insert "farming or ranching"
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Page 10, line 17, overstrike "3." and insert immediately thereafter "c."

Page 10, line 17, after "each" insert "farming or ranching"

Page 10, line 18, overstrike "a." and insert immediately thereafter "(1)"
Page 10, line 21, overstrike "b." and insert immediately thereafter "(2)"
Page 10, line 23, overstrike "4." and insert immediately thereafter "d."

Page 10, line 23, after "each" insert "farming or ranching"

Page 10, line 24, replace "a." with "(1)"

Page 10, line 24, replace "number of units" with "membership interests"
Page 10, line 26, replace "b." with "(2)"

Page 10, line 26, replace "number of issued units" with "membership interests"
Page 10, line 28, replace "5." with "e."

Page 10, line 29, overstrike "a." and insert immediately thereafter "(1)"
Page 11, line 1, overstrike "b." and insert immediately thereafter "(2)"
Page 11, line 3, overstrike "c." and insert immediately thereafter "(3)"
Page 11, line 3, after the semicolon insert "and"

Page 11, line 4, overstrike "d." and insert immediately thereafter "(4)"
Page 11, line 5, overstrike "; and"

Page 11, overstrike line 6

Page 11, line 7, overstrike "farm or ranch"

Page 11, line 8, replace "6." with "f."

Page 11, line 9, overstrike "a." and insert immediately thereafter "(1)"
Page 11, line 9, after "a" insert "farming or ranching"

Page 11, line 9, overstrike "then"

Page 11, line 12, overstrike "b." and insert immediately thereafter "(2)"

Page 11, line 12, after "a" insert "farming or ranching"

Page 11, line 12, overstrike "then"

Page 11, line 12, overstrike the second "and" and insert immediately thereafter an
underscored comma

Page 11, line 13, after the comma insert "and member authorized under a statement of
authority,"

Page 11, line 15, replace "7." with "g."
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Page 11, line 16, overstrike "land in the state" and insert immediately thereafter "farmland or
ranchland"

Page 11, line 17, after "the" insert "farming or ranching"

Page 11, line 17, after the first "or" insert "farming or ranching"
Page 11, line 17, overstrike "and used for farming or ranching"
Page 11, line 21, replace "8." with "h."

Page 11, line 21, after the third "the" insert "farming or ranching"

Page 11, line 22, after the first "or" insert "farming or ranching"
Page 11, line 22, after "from" insert "engaging in the business of"
Page 11, line 23, overstrike "operations"

Page 11, line 25, replace "9." with ".."

Page 11, line 25, after the second "the" insert "farming or ranching"

Page 11, line 25, after "or" insert "farming or ranching"

Page 11, line 28, replace "10." with "4."

Page 11, line 28, after "A" insert "farming or ranching"

Page 11, line 28, after "in" insert "the business of"

Page 11, line 28, after "farming" insert "or ranching"

Page 11, line 30, overstrike "by" and insert immediately thereafter "under"
Page 12, line 1, replace "11." with "5."

Page 12, line 1, after "A" insert "farming or ranching"

Page 12, line 1, after "in" insert "the business of"

Page 12, line 1, after "farming" insert "or ranching"

Page 12, line 4, overstrike "by" and insert immediately thereafter "under"

Page 12, line 7, after the first underscored boldfaced dash insert "Authorized livestock
farm corporations and authorized livestock farm limited liability companies -"

Page 12, line 12, replace "or" with an underscored comma
Page 12, line 12, after "organization" insert ", or certificate of authority"
Page 12, line 12, after the underscored period insert:
"
Page 12, line 13, after "in" insert "subsection 58 of"
Page 12, line 13, replace "a" with "an authorized livestock farm"

Page 12, line 13, replace "or" with "and subsection 49 of"

(1) DESK (3) COMMITTEE Page 19 s_stcomrep_56_008



Com Standing Committee Report Module ID: s_stcomrep_56_008
March 31, 2023 8:57AM Carrier: Luick
Insert LC: 23.0721.03003 Title: 04000

Page 12, line 14, replace the first "a" with "an authorized livestock farm"
Page 12, line 15, after the first "the" insert "authorized livestock farm"
Page 12, line 15, after "or" insert "authorized livestock farm"

Page 12, line 16, after the second "the" insert "authorized livestock farm"

Page 12, line 16, after the second "or" insert "authorized livestock farm"
Page 12, line 17, after the underscored period insert:
llill

Page 12, line 17, after "report" insert "of the authorized livestock farm corporation or the
authorized livestock farm limited liability company”

Page 12, line 19, replace "reqgistered agent of the" with "authorized livestock farm"

Page 12, line 19, after "or" insert "authorized livestock farm"
Page 12, remove lines 20 and 21

Page 12, line 22, remove "this state"

Page 12, line 23, replace "corporation of limited liability company" with "registered agent of
the authorized livestock farm corporation or authorized livestock farm limited liability
company as provided in chapter 10-01.1 and, if a noncommercial registered agent,
the address of the registered office of the authorized livestock farm corporation or
authorized livestock farm limited liability company in this state"

Page 12, line 24, after "each" insert "authorized livestock farm"

Page 12, line 25, after the second "the" insert "authorized livestock farm"
Page 12, line 31, after "each" insert "authorized livestock farm"

Page 13, line 1, replace "number of units" with "membership interests"
Page 13, line 1, after the second "the" insert "authorized livestock farm"

Page 13, line 3, replace "units" with "membership interests"

Page 13, line 6, remove ", including the names and addresses and"

Page 13, line 7, remove "relationships of trusts and estates that own shares or membership
interests"

Page 13, line 8, replace "an organization" with "a person other than an individual"
Page 13, line 8, after "of" insert "incorporation, organization, or"

Page 13, line 9, after "interests" insert "or percentage of shares or membership interests of
each"

Page 13, line 10, after "of" insert "total"
Page 13, line 12, after "of" insert "total"

Page 13, line 13, replace "A" with "As to individuals, a"
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Page 13, line 14, remove "and"

Page 13, remove line 16

Page 13, line 17, replace "ranch" with "the business of farming or ranching: and

(8) As to persons other than an individual, a statement of whether
the person, and any controlling person of the person, is

incorporated or organized in the United States and one

hundred percent of the stock or interests is owned by citizens
of the United States. permanent resident aliens of the United

States. or individuals or persons in compliance with section
47-10.1-02"

Page 13, line 19, replace "a" with "an authorized livestock farm"

Page 13, line 20, replace the underscored period with ", and a statement whether each
actively is engaged in the operation of the corporation:; or"

Page 13, line 21, replace "a" with "an authorized livestock farm"

Page 13, line 22, after "governors" insert ", and a statement whether each actively is
engaged in the operation of the limited liability company"

Page 13, line 23, after "the" insert "authorized livestock farm"

Page 13, line 23, after the first "or" insert "authorized livestock farm"

Page 13, line 23, remove "directly or"

Page 13, line 24, remove "indirectly"

Page 13, line 25, after the underscored closing bracket insert "of farmland or ranchland"

Page 13, line 26, replace "land" with "farmland or ranchland"

Page 13, line 26, remove ", the total"

Page 13, line 27, replace "number of hectares" with "[hectarage]"
Page 13, line 28, replace "land in the state" with "farmland or ranchland"
Page 13, line 28, after the second "the" insert "authorized livestock farm"

Page 13, line 28, after "or" insert "authorized livestock farm"

Page 13, line 30, remove "investors are"

Page 13, line 30, after "members" insert "hold a direct or indirect interest"

Page 13, line 30, remove "any"
Page 13, line 31, replace "corporation" with "corporations"

Page 14, line 1, replace "company" with "companies"

Page 14, line 1, replace "directly or indirectly" with "in combination"

Page 14, line 3, after the underscored closing bracket insert "of farmland or ranchland. The
interest disclosed under this subdivision does not include the number of acres

[hectares] of farmland or ranchland directly owned or leased by shareholders or
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members who are individuals, farming or ranching corporations. farming or ranching

limited liability companies, or partnerships that meet the requirements of subsection
2 of section 10-06.1-02"

Page 14, line 4, remove "A statement that at least sixty-five percent of the gross income of
the corporation”

Page 14, remove lines 5 through 8

Page 14, line 9, remove "k."

Page 14, line 9, after "the" insert "authorized livestock farm"
Page 14, line 9, after "or" insert "authorized livestock farm"

Page 14, line 10, remove "cultivation of land for the"

Page 14, line 10, after "livestock" insert "on farmland or ranchland"

Page 14, line 11, replace "L." with "k."

Page 14, line 11, after "of" insert "livestock"

Page 14, remove lines 12 through 18

Page 14, line 19, replace "o0." with "L."

Page 14, line 19, after the third "the" insert "authorized livestock farm"
Page 14, line 20, after the first "or" insert "authorized livestock farm"
Page 14, line 20, remove "farming or"

Page 14, line 21, replace "ranching" with "authorized livestock farm"
Page 14, line 23, replace "p." with "m."

Page 14, line 23, after the second "the" insert "authorized livestock farm"
Page 14, line 23, after "or" insert "authorized livestock farm"

Page 14, line 26, replace "2. A" with:

"4. An authorized livestock farm"

Page 14, line 26, replace "farming which" with "authorized livestock farm operations that"
Page 14, line 28, replace "by" with "under"
Page 14, line 29, replace "3. A" with:

"5.  An authorized livestock farm"
Page 14, line 29, replace "farming which" with "authorized livestock farm operations that"
Page 15, line 2, replace "by" with "under”
Page 15, after line 2, insert:
"SECTION 22. AMENDMENT. Section 10-06.1-18 of the North Dakota

Century Code is amended and reenacted as follows:
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10-06.1-18. Reports of corporations and limited liability companies not
engaged in farming or ranching.

Any business errenprofit corporation and-any, limited liability company, or
nonprofit organization not engaged in the business of farming or ranching which
owns or leases a tract of lard-usedferfarming-erranchingfarmland or ranchland
which is larger than twenty acres [8.09 hectares] in size shall file with the attorney
general, within twelve months of any transaction involving the purchase, sale, or
surface leasing of suehthe farmland or ranchland by that corporation or limited
liability company, a report containing all of the following information:

1. The name of the corporation or limited liability company and its place of
incorporation or organization and, if a nonprofit eerperatiororganization,
a copy of its section 501(c)(3) exemption letter from the internal revenue
service.

2. The name of the registered agent of the corporation or limited liability
company as provided in chapter 10-01.1 and, if a noncommercial
registered agent, then the address of the noncommercial registered
agent in this state.

3. The acreage [hectarage] and location listed by section, township, range,
and county of all suehtand-Hn-the-statethe farmland or ranchland owned
or leased by the corporation or limited liability company ane-used-for-

4. The date and method of acquisition or disposal of saehthe farmland or
ranchland.

SECTION 23. AMENDMENT. Section 10-06.1-19 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-19. Exemption from certain disclosure and other requirements
for certain organizations.

Sections 10-06.1-12, 10-06.1-15, 18 of this Act, 10-06.1-17, 21 of this Act
and 10-06.1-18 do not apply to nonprofit organizations or to corporations or limited
liability companies such as banks, trust companies, or foundations serving in a
fiduciary capacity as the personal representative or trustee of an estate or trust for
an individual described in subsection 2 of section 10-06.1-12.

SECTION 24. AMENDMENT. Section 10-06.1-20 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-20. Failure to file report - Penalty.

Every corporation or limited liability company whiehthat willfully fails to file
any report required under this chapter or willfully files false information on any report
required under this chapter is guilty of a class A misdemeanor.”

Page 15, line 7, replace "5" with "13"

Page 15, line 8, overstrike "such" and insert immediately thereafter "the"

Page 15, line 14, after "from" insert "engaging in the business of"

Page 15, line 15, overstrike "operations"
Page 15, line 15, overstrike "such" and insert immediately thereafter "the

Page 15, line 16, replace "11" with "21"

(1) DESK (3) COMMITTEE Page 23 s_stcomrep_56_008



Com Standing Committee Report Module ID: s_stcomrep_56_008
March 31, 2023 8:57AM Carrier: Luick

Insert LC: 23.0721.03003 Title: 04000

Page 15, after line 17, insert:

"SECTION 27. AMENDMENT. Section 10-06.1-23 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-23. Attorney general to conduct random compliance program.

Each year the attorney general shall select at random at least five percent of
the total number of corporations and limited liability companies authorized byunder
this chapter for requests for information to determine compliance with this chapter.
For suehthis purpose, the attorney general may request affidavits, share transfer
records, certified copies of marriage licenses, birth certificates, deeds, leases, and
sueh other records and documents necessary to determine compliance. The
corporation or limited liability company shall comply with any request for information
made under this section.

SECTION 28. AMENDMENT. Section 10-06.1-24 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-24. Enforcement - Penalty.

1. a.

[=

[©

=

The recorder shall mail or deliver a copy of every instrument filed or
recorded, within thirty days after the instrument is recorded, to the
attorney general if the instrument documents evidence of a lease
agreement or purchase agreement pursuant to subsection 6 or 7 or
if the instrument conveys the title to farmland or ranchland to a
corporation or limited liability company.

The attorney general shall commence an action in the district court
of the county in which the substantial portion of farmland or
ranchland used in violation of this chapter is situated if the attorney
general has reason to believe that any person is violating this
chapter. The attorney general shall file for record with the recorder of
each county in which any portion of the land is located a notice of the
pendency of the action.

If the court finds that the land-inquestionfarmland or ranchland is
being held in violation of this chapter, or that a corporation or limited
liability company is eenduetingengaging in the business of farming or
ranching in violation of this chapter, the court shall enter an order se-
deelaringpursuant to the court's findings of fact and conclusions of
law. The attorney general shall file ary-saehthe order for record with
the recorder of each county in which any portion of the land is
located. Thereafter, the corporation or limited liability company shall,
within the time set by the court not to exceed one year from the date
of the court's final order, divest itself of any-farming-orranching-
tandthe farmland or ranchland owned or leased by it in violation of
this chapter, and cease alengaqging in the business of farming or
ranching eperations.

Except as otherwise provided in subsection 10, any corporation or
limited liability company that fails to comply with the court's order is
subject to a civil penalty not to exceed twenty-five thousand dollars
and may be dissolved or terminated by the secretary of state.

2. The divestment period is deemed to be a covenant running with the title
to the tandfarmland or ranchland against any corporate or limited liability
company grantee, corporate or limited liability company successor, or
corporation or limited liability company assignee of the corporation or
limited liability company not authorized to deengage in the business of

farming or ranching under this chapter.

(1) DESK (3) COMMITTEE

Page 24 s_stcomrep_56_008



Com Standing Committee Report Module ID: s_stcomrep_56_008
March 31, 2023 8:57AM Carrier: Luick
Insert LC: 23.0721.03003 Title: 04000

3. Anylandfarmland or ranchland not divested within the divestment period
prescribed must be sold at public sale in the manner prescribed by law
for the foreclosure of real estate mortgage by action. In addition, any
prospective or threatened violation may be enjoined by an action brought
by the attorney general in the manner provided by law, including
enjoining the corporation or limited liability company from completing
performance on the remainder of any leasehold which is in violation of
this chapter.

4. Subiject to the divestiture requirements of subsections 5, 6, and 7, a
demestie-or-fereign corporation or limited liability company may acquire
farmland or ranchland as security for indebtedness, by process of law in
the collection of debts, or by any procedure for the enforcement of a lien
or claim thereon, whether created by mortgage or otherwise.

5. Unless retention of the farmland or ranchland is permitted under
subsection 6 or 7, all farmland or ranchland acquired as security for
indebtedness, in the collection of debts, or by the enforcement of a lien or
claim shall be disposed of within three years after acquiring ownership, if
the acquisition would otherwise violate this chapter.

6. The disposition requirement does not apply to a corporation or limited
liability company that has acquired title to the tardfarmland or ranchland
through the process of foreclosure of a mortgage, or a deed from a
mortgagor instead of a foreclosure, if, by the expiration of one month
after what is or what would have been the redemption period of the
mortgage if the mortgage had been foreclosed, that corporation or limited
liability company leases to the prior mortgagor from whom it was
acquired, with an option to purchase, and if documents evidencing the
lease agreement have been filed with the recorder of each county in
which the land is located. A copy of a notice of lease is sufficient
evidence. The exemption in this subsection applies for only five years
and then only if the property has been appraised in accordance with
subsection 8. The annual lease payments required of the tenant may not
exceed seven percent of the appraised value.

7. The disposition requirement does not apply to a corporation or limited
liability company that has acquired title to the tardfarmland or ranchland
through the process of foreclosure of a mortgage, or a deed from the
mortgagor instead of foreclosure, if, by the expiration of one month after
what is or what would have been the redemption period of the mortgage
if the mortgage had been foreclosed, that corporation or limited liability
company contracts for the sale of the land to the prior mortgagor from
whom it was acquired, and if documents evidencing the purchase
agreement have been filed with the recorder of each county in which the
land is located. A copy of a notice of the contract for deed is sufficient
evidence. An exemption under this subsection is valid only if an appraisal
has been made in accordance with subsection 8, and if it is valid, the
exemption is unlimited in duration. The sale price may not exceed the
price determined by the appraisers.

8. If an appraisal is required, the appraisal must be made by three
independent appraisers, one selected by the corporation or limited
liability company, one selected by the prior mortgagor, and the third
selected by the first two appraisers.

9. If a corporation or limited liability company holds tandfarmland or
ranchland pending divestiture, and the holding is not otherwise geverned-
byrequlated under this section, the land must be leased to persons
actually engaged in the business of farming or ranching and a disposal
may not be to a corporation or limited liability company unless ownership
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by that corporation or limited liability company is authorized under this
chapter.

10.  The civil penalty for a violation of section 10-06.1-10 may not exceed one
hundred thousand dollars.

11.  Except as provided in subsection 10, any corporation or limited liability
company continuing to violate this chapter is subject to a civil penalty not
to exceed twenty-five thousand dollars and may be dissolved or
terminated by the attorney general in accordance with the laws of this
state.

SECTION 29. AMENDMENT. Section 10-06.1-25 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-25. Private enforcement.

This chapter may be enforced in the same manner as provided in section
10-06.1-24 by any corporation or limited liability company authorized to engage in
the business of farming or ranching byunder this chapter or any resident of legal age
of a county in which the fardfarmland or ranchland owned or leased by a corporation
or I|m|ted I|ab|I|ty company in violation of thIS chapter is Iocated #—sueh—aetreﬂ—ns—

pand—by—the—ﬂamﬂ#lf an actlon is brouqht under th|s sect|on the d|str|ct court must

award to the prevailing party the actual costs and disbursements and reasonable
attorney's fees."

Page 15, after line 20, insert:
IILII

Page 15, line 22, overstrike "doing" and insert immediately thereafter "engaged in the"

Page 15, line 22, after "business" insert "of farming and ranching"

Page 15, line 27, after the period insert:
"y
Page 15, line 28, after the first "the" insert "farming and ranching"
Page 15, line 28, after "corporation” insert "or authorized livestock farm corporation”
Page 16, line 5, after the period insert:

Page 16, line 6, after the third "the" insert "farming or ranching"

Page 16, line 7, after "corporation" insert "or authorized livestock farm corporation"

Page 16, after line 18 insert:
IILII

Page 16, line 20, overstrike "doing" and insert immediately thereafter "engaged in the"

Page 16, line 20, after "business" insert "of farming and ranching"
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Page 16, line 25, overstrike "by" and insert immediately thereafter "under"

Page 16, line 26, after the period insert:
ll;"

Page 16, line 26, after the third "the" insert "farming or ranching"

Page 16, line 27, after "company" insert "or authorized livestock farm limited liability
company"

Page 17, line 5, after the period insert:
llill

Page 17, line 7, after "company" insert "or authorized livestock farm limited liability company
itself"

Renumber accordingly
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2023 HOUSE STANDING COMMITTEE MINUTES

Agriculture Committee
Room JW327C, State Capitol

HB 1371
4/13/2023

Conference Committee

Relating to agricultural definitions, ownership exceptions for beekeeping, agriculture
support services, cattle backgrounding and feedlot operations, and raising or producing of
livestock by person that have limited landholdings.

Chairman Thomas called the meeting to order at 11:05 AM

Members present: Chairman Thomas, Representatives Christy, Prichard, Senators Luick,
Myrdal, Lemm.

Discussion Topics:
e Committee action

Representative Beltz moved the Senate recede to Senate amendments and amend as follows
by adding an emergency clause, #27556, LC #23.0721.03004

Senator Myrdahl seconded.

Motion passed 6-0-0

House carrier Representative Thomas.
Senate carrier Senator Luick.

Chairman Thomas adjourned the meeting at 11:07 AM

Diane Lillis, Committee Clerk



23.0721.03004 Adopted by the Cenference Committee
Title.05000 ) 0.9
April 13, 2023 /o &
PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO. 1371 T 15-22

That the Senate recede from its amendments as printed on pages 1537-1561 of the House
Journal and pages 1268-1293 of the Senate Journal and that Engrossed House Bill No. 1371
be amended as follows:

Page 1, line 2, after "corporation" insert "and authorized livestock farm limited liability company"
Page 1, line 2, after the second comma, insert "and"

Page 1, line 3, remove the comma

Page 1, line 4, replace the second "and" with "10-06.1-03,"

Page 1, line 5, replace "subsection 2 of section" with "10-06.1-05, 10-06.1-06, 10-06.1-07, and
10-06.1-08, subsection 1 of section 10-06.1-09, and sections 10-06.1-10, and
10-06.1-11,"

Page 1, line 5, remove "and sections"

Page 1, line 5, after the fourth comma insert "10-06.1-15, 10-06.1-16,"

Page 1, line 6, after the first comma insert "10-06.1-18, 10-06.1-19, 10-06.1-20,"
Page 1, line 6, after the third comma insert "10-06.1-23, 10-06.1-24, 10-06.1-25,"
Page 1, line 8, replace "cattle" with "livestock"

Page 1, line 9, remove the second "and"

Page 1, line 10, after "penalty" insert "; and to declare an emergency"

Page 1, line 18, after the third underscored comma insert "or"

Page 1, line 18, after "or" insert "the business of"

Page 1, line 20, remove "agriculture”

Page 1, line 22, after the second "corporation" insert ", joint-stock company or association"

Page 1, line 22, replace "cattle" with "livestock"

Page 1, line 23, replace "cattle" with "livestock"

Page 2, line 1, after the second "products” insert "which is allowed to engage in the business of
farming or ranching under section 13 of this Act."

Page 2, line 4, replace the first "cattle" with "livestock"

Page 2, line 4, replace the second "cattle" with "livestock"

Page 2, line 4, after "of" insert "poultry or"

Page 2, line 5, after the second "products" insert "which is allowed to engage in the business of

farming or ranching under section 13 of this Act."
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Page 2, line 7, remove ""Cattle backgrounding" means the feeding or growing of cattle from

: : = 7 A
weaning until the 327
Page 2, remove lines 8 and 9 fg >,
{772
Page 2, line 10, replace "expeditiously preparing the cattle for harvest" with ""Beekeeping" |- T

means the breeding or rearing of bee colonies or the owning, maintenance, or
management of bee apiaries"”

Page 2, line 11, replace "7." with "6."

Page 2, line 13, replace "8." with "7. a."

Page 2, line 13, overstrike "cultivating land for production of agricultural crops or"
Page 2, line 14, overstrike "livestock, or the"

Page 2, line 14, overstrike "of" and insert immediately thereafter "agricultural crops. fruit.
horticultural products, or"

Page 2, line 14, overstrike "poultry or"

Page 2, line 15, overstrike "poultry products, milk or dairy products, or fruit or horticultural
products. It" and insert immediately thereafter "or livestock backgrounding, or livestock
fishing.

b. The term"

Page 2, line 17, replace "a." with "(1)"

Page 2, line 18, replace "b." with "(2) Aquaculture or greenhouse agriculture by a person that
has farmland or ranchland holdings not exceeding forty acres
[16.19 hectares]:

(3) Beekeeping:
(4)"
Page 2, line 19, replace "c." with “(5)"
Page 2, remove lines 20 and 21
Page 2, line 22, remove "agricultural landholding not exceeding forty acres [16.19 hectares];"
Page 2, line 23, replace "f." with "(6)"
Page 2, line 25, replace "9." with "8."

Page 2, line 26, after "association” insert "which is allowed o engage in the business of farming
or ranching under section 10-06.1-12."

Page 2, line 28, replace "10." with "9."

Page 2, line 29, after "company" insert "which is allowed to engage in the business of farming
or ranching under section 10-06.1-12."

Page 2, after line 29, insert:

“10. "Farmland or ranchland" means agricultural land in this state used for
farming or ranching."
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Page 3, line 4, after "12." insert "'Livestock" includes beef cattle. dairy cattle, elk, bison, poultry,

: 4 777

swine, sheep. goats, llamas. and alpacas. I
18. ’Livestock backgrounding" means the feeding or growing of livestock from , / 9 7
weaning until the livestock enter a livestock finishing feedlot or facility. [~ D~

d

14. 'Livestock finishing" means the feeding or growing of livestock for the

purpose of expeditiously preparing the livestock for harvest.

15."

Page 3, line 16, replace "13." with "16."
Page 3, line 16, remove "day-to-day"
Page 3, line 17, remove "day-to-day"
Page 3, line 18, remove "significantly"
Page 3, after line 22, insert:

|!1.Il

Page 3, line 24, overstrike "land used for farming or ranching" and insert immediately thereafter
“farmland or ranchland"

Page 3, line 25, after the period insert:

II2.II

Page 3, line 26, overstrike "that is" and insert immediately thereafter "under title 45 which owns
or leases farmland or ranchland or engages"

Page 3, line 27, after the period insert:

II3-II

Page 3, line 27, after "provision" insert "of law"
Page 3, line 28, remove "is"

Page 3, line 29, replace "prohibited from being" with "may not be"

Page 3, line 29, remove "owning or leasing land used for farming or"

Page 3, line 30, replace "ranching or engaging” with "under title 45 which owns or leases
farmland or ranchland or engages"

Page 3, line 30, remove ", a shareholder of an authorized"

Page 3, line 31, remove "livestock farm corporation, or a member of an authorized livestock
farm limited liability company"

Page 3, after line 31, insert:

"SECTION 3. AMENDMENT. Section 10-06.1-03 of the North Dakota Century
Code is amended and reenacted as follows:
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10-06.1-03. Retention of mineral interests prohibited.

d 21

For land and minerals acquired after July 1, 1985, any corporation or limited ; T’
liability company that acquires mineral interests through foreclosure or in lieu of L. m 22
foreclosure which were not specifically valued at the time the security interest in the [ 156

minerals was acquired, and which is prohibited from owning or leasing lard-used-in
farming-orranehingfarmland or ranchland, is prohibited from retaining mineral interests
in fard-usedfor-farming-orranehingfarmland or ranchland when the corporation or
limited liability company divests itself of the land, and the mineral interests must be
passed with the surface estate of the land when the corporation or limited liability
company divests itself of the land under this chapter.”

Page 4, after line 3 insert:
II1 -II

Page 4, line 5, after "corporation” insert "or an authorized livestock farm corporation”
Page 4, line 9, after "10-06.1-15" insert "or section 18 of this Act"

Page 4, line 9, after the period insert:
ll-2‘-l1

Page 4, line 9, after the first "corporation” insert "or an authorized livestock farm corporation"

Page 4, line 13, replace "and" with "or"
Page 4, line 13, replace "11" with "21"
Page 4, replace lines 16 through 22 with:

"SECTION 5. AMENDMENT. Section 10-06.1-05 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-05. Conversion of limited liability company.

1. Abusiness limited liability company regulated under chapter 10-32.1 may
convert to a farming or ranching limited liability company or an authorized
livestock farm limited liability company by adopting an amendment to its
articles of organization or by applying for an amended certificate of
authority which specifies that the limited liability company elects to be
subject to this chapter and by complying with all requirements of this
chapter. The amendment must be filed with the secretary of state with the
prescribed fee and with the initial report required by section 10-06.1-15 or
section 18 of this Act.

A

A farming or ranching limited liability company or an authorized livestock
farm limited liability company may convert to a business limited liability
company by adopting an amendment to its articles of organization or by
applying for an amended certificate of authority. The amendment must be
filed with the secretary of state with the prescribed fee. The amendment
must be accompanied by a report outlining the information, as of the date
of the amendment, which is required under section 10-06.1-17 or

section 21 of this Act, and the manner in which the limited liability company
has divested itself of its owned or leased land holdings and its business of
farming or ranching.
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SECTION 6. AMENDMENT. Section 10-06.1-06 of the North Dakota Century ¢~ _ - -
‘—-\
Code is amended and reenacted as follows: ~ 7//
Ll 172 _92
10-06.1-06. Surface coal mining - Exception. /(7

A corporation or limited liability company not engaged in the business of farming
or ranching may own or lease tands-used-for-farming-orranchingfarmland or ranchland,
when the business of sueh-athe corporation or limited liability company is the
conducting ef surface coal mining operations or related energy conversion, and when
the owning or leasing of lands-used-forfarming-orranchingfarmland or ranchland is
reasonably necessary in the conduct of the business of surface coal mining or related
energy conversion. When the necessity for owning or leasing of lands-used-forfarming
erranchingfarmland or ranchland no longer exists, the exception provided in this
section ceases and the corporation or limited liability company owning or leasing
suehthe lands is subject to this chapter.

SECTION 7. AMENDMENT. Section 10-06.1-07 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-07. Industrial and business purpose exeeption- Exception.

A corporation or limited liability company that is not engaged in the business of
farming or ranching may own or lease fand-used-forfarming-erranchingfarmland or
ranchland when the land is necessary for residential or commercial development; the
siting of buildings, plants, facilities, industrial parks, or similar business or industrial
purposes of the corporation or limited liability company; or for uses supportive of or
ancillary to adjacent repagricuhtural land that is not farmland or ranchland for the
benefit of both land parcels. The farmland or ranchland while not being immediately
used for any purpose of the corporation or limited liability company must be available to
be leased by persons who farm or ranch as sole proprietorships or partnerships, or by

. farmmo or ranchmq corporatlons or farmlnq or ranchmq limited liability companies

SECTION 8. AMENDMENT. Section 10-06.1-08 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-08. Cooperative corporations allowed to engage in the business of
farming or ranching - Requirements.

This chapter does not prohibit cooperative corporations, seventy-five percent of
whose members or shareholders are actual farmers or ranchers residing on farms or
ranches or depending principally on farming or ranching for their livelihood, from
acquiring real-estatefarmland or ranchland and engaging in the business of cooperative
farming or ranching.

SECTION 9. AMENDMENT. Subsection 1 of section 10-06.1-09 of the North
Dakota Century Code is amended and reenacted as follows:

1. A nonprofit organization or a trust for the benefit of an individual or a class
of individuals related within the degrees of kinship specified in subsection 2
of section 10-06.1-12 may own or lease farmland or ranchland if that land
is leased to a person who farms or ranches the land as a sole
proprietorship or partnership, or a farming or ranching corporation or a
farming or ranching limited liability company-allewed-te-enrgage-infarming
orranching-undersection10-06-1-142.
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SECTION 10. AMENDMENT. Section 10-06.1-10 of the North Dakota Century f? 1.7
Code is amended and reenacted as follows: - gy =

/ ) L y J 7
10-06.1-10. Acquisition of certain farmland or ranchland by certain (71574
nonprofit organizations.

A nonprofit organization may acquire farmland or ranchland only in accordance
with the following:

1. Unless it is permitted to own or lease farmland or ranchland under section
10-06.1-09, the nonprofit organization must have been either incorporated
in this state or issued a certificate of authority to do business in this state
before January 1, 1985, or, before January 1, 1987, have been
incorporated in this state if the nonprofit organization was created or
authorized under Public Law No. 99-294 [100 Stat. 418]. A nonprofit
organization created or authorized under Public Law No. 99-294 [100 Stat.
418] may acquire no more than twelve thousand acres [4856.228 hectares]
of land from interest derived from state, federal, and private sources held
in its trust fund.

2. The landfarmland or ranchland may be acquired only for the purpose of
conserving natural areas and habitats for biota, and, after acquisition:

a. The land must be maintained and managed for the purpose of
conserving natural area and habitat for biota.

b. Any agricultural use of the land is in accordance with the management
of the land for conservation and agricultural use, and is by a sole
proprietorship or partnership, or a farming or ranching corporation or a
farming or ranching limited liability company-alewed-to-engage-in
- hi | . \ 064142

c. If any parcel of the land is open to hunting, it must be open to hunting
by the general public.

d. The nonprofit organization must fully comply with all state laws
relating to the control of noxious and other weeds and insects.

e. The nonprofit organization must make payments in lieu of property
taxes on the property, calculated in the same manner as if the
property was subject to full assessment and levy of property taxes.

f.  All property subject to valuation must be assessed for the purpose of
making the payments under subdivision e in the same manner as
other real property in this state is assessed for tax purposes. Before
June thirtieth of each year, the county auditor of any county in which
property subject to valuation is located shall give written notice to the
nonprofit organization and the tax commissioner of the value placed
by the county board of equalization upon each parcel of property
subject to valuation in the county.

3. a. Before farmland or ranchland may be purchased by a nonprofit
organization for the purpose of conserving natural areas and habitats
for biota, the governor must approve the proposed acquisition.
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A nonprofit organization that desires to purchase farmland or g V-
ranchland for the purpose of conserving natural areas and habitats for /[« / /
biota shall first submit a proposed acquisition plan to the agriculture U
commissioner who shall convene an advisory committee consistingof / / _ -
the director of the parks and recreation department, the agriculture ‘ ‘31/’7
commissioner, the state forester, the director of the game and fish '
department, the president of the North Dakota farmers union, the

president of the North Dakota farm bureau, the president of the North

Dakota stockmen's association, and the chairman of the county

commission of any county affected by the acquisition, or their

designees.

The advisory committee shall hold a public hearing with the board of
county commissioners concerning the proposed acquisition plan and
shall make recommendations to the governor within forty-five days
after receipt of the proposed acquisition plan.

[©

d. The governor shall approve or disapprove any proposed acquisition
plan, or any part thereof, within thirty days after receipt of the
recommendations from the advisory committee.

4. Land acquired in accordance with this section may not be conveyed to the
United States or any agency or instrumentality of the United States.

5. On failure to qualify to continue ownership under subsection 2, the land
must be disposed of within five years of that failure to qualify.

SECTION 11. AMENDMENT. Section 10-06.1-11 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-11. Required nonprofit organization divestiture of agricultural
landfarmland or ranchland.

In addition to the divestiture requirements of sections 10-06.1-10 and
10-06.1-24, a nonprofit eerperatienorganization that acquires landfarmland or
ranchland by gift or devise after December 31, 1984, the ownership of which is not
permitted under this chapter, shall divest itself of the land within ten years after the
acquisition. For purposes of this section, "ownership" means holding either fee or
equitable title, unless fee title is held solely as security for payment of the purchase
price, or unless fee title does not carry with it the right to immediate possession of the
property. If the eerperationorganization fails to divest itself of the land within the
required time, the attorney general shall take action under section 10-06.1-24.

SECTION 12. AMENDMENT. Section 10-06.1-12 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-12. GerporationFarming or ranching corporation or farming or
ranching limited liability company allowed to engage in the business of farming
or ranching - Requirements.

This chapter does not prohibit a farming or ranching corporation or a farming or
ranching limited liability company from owning real-estateor leasing farmland or
ranchland and engaging in the business of farming or ranching, if the corporation
meets all the requirements of chapter 10-19.1 or the limited liability company meets all

Page No. 7 23.0721.03004



the requirements of chapter 10-32.1 which are not inconsistent with this chapter. The
following requirements also apply: (I~ &/

1. a. [fafarming or ranching corporatlon the corporation must not have /- ) ’77
more than fifteen shareholders. /

b. If a farming or ranching limited liability company, the limited liability
company must not have more than fifteen members.

2. Each shareholder or member must be related to each of the other
shareholders or members within one of the following degrees of kinship or
affinity: parent, son, daughter, stepson, stepdaughter, grandparent,
grandson, granddaughter, brother, sister, uncle, aunt, nephew, niece,
great-grandparent, great-grandchild, first cousin, second cousin, or the
spouse or surviving spouse of a person so related.

3. Each shareholder or member must be an individual or one of the following:

a. Atrust for the benefit of an individual or a class of individuals who are
related to every shareholder of the corporation or member of the
limited liability company within the degrees of kinship or affinity
specified in this section.

b. An estate of a decedent who was related to every shareholder of the
corporation or member of the limited liability company within the
degrees of kinship or affinity specified in this section.

4. Atrust or an estate may not be a shareholder or member if the
beneficiaries of the trust or the estate together with the other shareholders
or members are more than fifteen in number.

5. Each individual who is a shareholder or member must be a citizen of the
United States or a permanent resident alien of the United States.

6. a. Ifafarming orranching corporation, the officers and directors of the
corporation must be shareholders who are actively engaged in

operatrng the farm or ranch and—at—%ast—ane—ef—the—eerpaaaﬂenﬁ

ar—raneh.

[c

If a farming or ranching limited liability company, the governors ard,
managers, and members authorized under a statement of authority of

the limited liability company must be members who are actively
engaged in operatmg the farm or ranch aad—ai—least—ene—ef—ﬂs

7. Anannual average of at least sixty-five percent of the gross income of the
farming or ranching corporation or farming or ranching limited liability
company over the previous five years, or for each year of its existence, if
less than five years, must have been derived from engaging in the
business of farming or ranching eperatiens.

8. The income of the farming or ranching corporation or farming or ranching
limited liability company from nonfarm rent, nonfarm royalties, dividends,
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interest, and annuities cannot exceed twenty percent of the gross income

of the corporation or limited liability company.

9. The farming or ranching corporation or farming or ranching limited Ilablhty
company must own or lease farmland or ranchland inthis-state."

Page 4, line 25, after "or" insert "authorized livestock farm"

Page 4, line 25, after "company" insert "allowed to engage in the business of farming or
ranching"

Page 4, line 27, replace "real estate" with "farmland or ranchland"

Page 4, line 28, after the first "the" insert "authorized livestock farm"

Page 4, line 29, after the first "the" insert "authorized livestock farm"

Page 5, line 1, after "1." insert "a."

Page 5, line 1, replace the first "a" with "an authorized livestock farm"

Page 5, line 1, after the underscored period insert:
Ilb.ll

Page 5, line 1, replace the second "a" with "an authorized livestock farm"

Page 5, line 3, after "2." insert "a."

Page 5, line 3, replace "a" with "an authorized livestock farm"

Page 5, line 5, replace "operating a farm or ranch" with "the business of farming or ranching"

Page 5, line 5, after the underscored comma insert "farming or ranching"

Page 5, line 5, remove "that meet the"

Page 5, line 6, remove "requirements of chapter 10-06.1-12"
Page 5, line 6, after "or" insert "farming or ranching"

Page 5, line 6, remove "that meet the"

Page 5, line 7, remove "requirements of chapter 10-06.1-12"

Page 5, line 7, after the underscored period insert:
Ilgll

Page 5, line 7, replace "a" with "an authorized livestock farm"

Page 5, line 10, replace "operating a farm or ranch" with "the business of farming or ranching"

Page 5, line 10, after the underscored comma insert "farming or ranching"

Page 5, line 10, remove "that meet the requirements of"

Page 5, line 11, remove "chapter 10-06.1-12"

Page 5, line 11, after "or" insert "farming or ranching"

Page 5, line 11, remove "that meet the requirements of"

Page No. 9 23.0721.03004



Page 5, line 12, remove "chapter 10-06.1-12"

Page 5, line 13, after "3." insert "a."

7
. T = u 2 = W Lﬁ.'— /; il
Page 5, line 13, replace "a" with "an authorized livestock farm o -*r;

Page 5, line 13, replace ", all" with:
“_('1_)_ Mll
Page 5, line 14, remove "or"

Page 5, line 14, replace "and all" with "or an authorized individual under section 47-10.1-02.

_(g) Mu

Page 5, line 15, replace "person" with "individual or entity"

Page 5, line 16, replace "corporation" with “person"

Page 5, line 17, replace "or" with an underscored comma

Page 5, line 17, after "aliens" insert "of the United States, or an authorized individual under
section 47-10.1-02"

Page 5, line 17, after the underscored period insert:
llgll

Page 5, line 17, replace "a" with "an authorized livestock farm"”

Page 5, line 18, replace “,_all" with ".
_(l). Aﬂu
Page 5, line 19, replace "or" with an underscored comma

Page 5, line 19, replace "and all" with “or an authorized individual under section 47-10.1-02;
and

-(g)- _Illl
Page 5, line 20, remove "person limited"
Page 5, line 21, replace "liability company" with "individual or entity of the person"

Page 5, line 22, replace "or" with an underscored comma

Page 5, line 23, after "aliens” insert "of the United States. or an authorized individual under
section 47-10.1-02"

Page 5, line 25, remove "at any time, directly or indirectly,"

Page 5, line 26, replace "land" with "farmland or ranchland”

Page 5, line 27, after "5." insert "a."

Page 5, line 27, replace "a" with "an authorized livestock farm"

Page 5, line 27, replace "are shareholders in" with "may hold direct or indirect interests in"

Page 5, line 28, remove the underscored comma

Page 5, line 28, remove "members"
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Page 5, line 29, remove the first underscored comma

Page 5, line 29, remove "directly or indirectly" el
Page 5, line 30, replace "land" with “farmland or ranchland" wf ,f?f 273
/ ! 5"‘;

Page 5, after line 30, insert:
[!Q!I

Page 5, line 31, replace "a" with "an authorized livestock farm"

Page 5, line 31, replace "are members" with "may hold direct or indirect interests"

Page 6, line 1, remove "shareholders"

Page 6, line 1, after "in" insert "other"

Page 6, line 2, remove "directly or indirectly"

Page 6, line 4, replace "land" with "farmland or ranchland.

c.  This section does not restrict the number of acres [hectares] of
farmland or ranchland directly owned or leased by shareholders or
members who are individuals, farming or ranching corporations,
farming or ranching limited liability companies, or partnerships that
meet the requirements of subsection 2 of section 10-06.1-02"

Page 6, line 5, after "6." insert "a."

Page 6, line 5, replace "a" with "an authorized livestock farm"

Page 6, line 6, after "are" insert "individuals and who are"

Page 6, line 6, remove "authorized livestock farm"
Page 6, line 6, after the underscored period insert:
Iib.ll

Page 6, line 6, replace "a" with "an authorized livestock farm" _

Page 6, line 7, replace "officers" with "members authorized under a statement of authority."

Page 6, line 7, after "are" insert "individuals and who are"

Page 6, line 8, remove "authorized farm"

Page 6, line 9, after the second "the" insert "authorized livestock farm"

Page 6, line 10, after the first "or" insert "authorized livestock farm"
Page 6, line 11, after "from" insert "livestock backgrounding, livestock finishing, or"
Page 6, line 11, remove "cattle."

Page 6, line 13, after "the" insert "authorized livestock farm"

Page 6, line 13, after "or" insert "authorized livestock farm"

Page 6, line 15, after "the" insert "authorized livestock farm"

Page 6, line 15, after "or" insert "authorized livestock farm"
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Page 6, line 16, after "The" insert "authorized livestock farm"

Page 6, line 16, after the first "or" insert "authorized livestock farm"

Page 6, line 16, remove "directly or indirectly" &

Page 6, line 17, remove "cultivation of land for the"

Page 6, line 17, after "livestock" insert "on farmland or ranchland”

Page 6, line 18, replace "The" with "If the authorized livestock farm"

Page 6, line 18, after "or" insert "authorized livestock farm"

Page 6, line 18, replace "must begin" with "is intended to primarily comprise an animal feeding

operation or concentrated animal feeding operation on farmland or

ranchland, the corporation or limited liability company must:

a. Begin"
Page 6, line 20, remove the underscored period

Page 6, line 21, replace "11 The corporation or limited liability company must have" with

" and

b. Have"
Page 6, line 22, replace "three" with "six"

Page 6, line 23, replace "agricultural landholding" with "farmland or ranchland"

Page 6, line 24, replace "12." with "11."

Page 6, line 25, replace "subsection 10 or 11" with "this section"

Page 7, line 10, overstrike ", except those sections which pertain to foreign limited liability
companies,”

Page 7, after line 15, insert:

"SECTION 16. AMENDMENT. Section 10-06.1-15 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-15. Initial report - SharehelderFarming or ranching corporation
shareholder and farming or ranching limited liability member requirements.

1. Every farming or ranching corporation or farming or ranching limited
liability company shall file an initial report with its articles of incorporation,
articles of organization, or certificate of authority. The report must be
signed by the incorporators or organizers or, in the case of a certificate of
authority, an authorized person, and must contain the following:

a. The name of the farming or ranching corporation or farming or
ranching limited liability company.

b.  With respect to each shareholder or member:

(1) The name and address of each, including the names and
addresses and relationships of trusts and estates that own
shares or membership interests;
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(2) The number of shares or membership interests or percentage of  ,,

shares or membership interests owned by each; Do &

(3) The relationship of each; L sz

(4) A statement of whether each is a citizen or permanent resident
alien of the United States; and

(5) A statement of whether each will be actively engaged in
operating the farm or ranch
farm orraneh.

c. With respect to management:

(1) If a farming or ranching corporation, then the names and
addresses of the officers and members of the board of directors;
or

(2) If a farming or ranching limited liability company, then the names
and addresses of the managers, members authorized under a
statement of authority, and members of the board of governors.

d. Ifthe purchase or lease of farmland or ranchland is final at the time of
the initial report, a statement listing the acreage [hectarage] and
location listed by section, township, range, and county of all lane-in
the-statefarmland or ranchland owned or leased by the farming or

ranching corporation or farming or ranching limited liability company
and—used—fer—famqmg—eHaﬂemﬁg If the purchase or lease of farmland
or ranchland is not yet final at the time of the initial report, a statement
that there is a bona fide and imminent intent and a plan to purchase or
lease farmland or ranchland inthe-state.

e. Astatement that at least sixty-five percent of the gross income of the
farming or ranching corporation or farming or ranching limited liability
company will be derived from engaging in the business of farming or
ranching eperations, and that twenty percent or less of the gross
income of the corporation or limited liability company will be from
nonfarm rent, nonfarm royalties, dividends, interest, and annuities.

A farming or ranching corporation or a farming or ranching limited liability
company may not commence farming or ranching in this state until the
secretary of state has received and filed the articles of incorporation e,
articles of organization, or cettificate of authority, and the initial report
required byunder this section.

The farming or ranching corporation or farming or ranching limited liability
company shall furnish to the official county newspaper of each county or
counties in which ary-andfarmland or ranchland is owned or leased by the
corporation or limited liability company a legal notice reporting the
following:

a. The name of the farming or ranching corporation or farming or
ranching limited liability company and its shareholders or members as
listed in the initial report.

b. A statement to-the-efieet that the farming or ranching corporation or
farming or ranching limited liability company has reported that it owns
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or leases tand-usedforfarming-orranchingfarmland or ranchland in "
the county and that a description of that land is available for mspectlon /S 177

at the secretary-of state's-officeoffice of the secretary of state." & Ll

Page 7, line 19, replace "supersede this chapter" with "take precedence" ";";._,-’.fj,.i g4

Page 7, line 19, after "conflict" insert "with this chapter"

Page 7, line 22, replace "corporations" with "corporation shareholder"

Page 7, line 23, replace "companies" with "company member requirements"

Page 7, line 25, replace "or" with an underscored comma

Page 7, line 26, after "organization" insert ", or certificate of authority"

Page 7, line 26, after the underscored comma insert "or in the case of a certificate of authority,
an authorized person,"

Page 7, line 28, after "the" insert "authorized livestock farm"

Page 7, line 28, after "or" insert "authorized livestock farm"

Page 7, line 30, remove ", including the names and addresses and"

Page 7, line 31, remove "relationships of trusts and estates that own shares or membership
interests"

Page 8, line 1, replace "an organization" with "a person other than an individual"

Page 8, line 1, after "of" insert "incorporation, organization. or"

Page 8, line 2, after "interests" insert "or percentage of shares or membership interests of
each"

Page 8, line 3, after "of" insert "total"
Page 8, line 5, after "of" insert "total"

Page 8, line 6, replace "A" with "As to individuals, a"

Page 8, line 7, remove "and"
Page 8, remove line 9

Page 8, line 10, replace "ranch" with "the business of farming or ranching; and

(8) As to a person other than an individual, a statement of whether
the person, and any controlling person of the person, is
incorporated in the United States and one hundred percent of
the stock or interests is owned by citizens of the United States,
permanent aliens of the United States, or individuals or persons
in compliance with section 47-10.1-02"

Page 8, line 12, replace "a" with "an authorized livestock farm"

Page 8, line 13, replace the underscored period with ", and a statement whether each will be

actively engaged in the operation of the corporation; or"

Page 8, line 14, replace "a" with "an authorized livestock farm"

Page No. 14 23.0721.03004



Page 8, line 15, replace "officers" with "members authorized under a statement of authority, and

a statement whether each will be actively engaged in the operation of the limited
liability company"

Page 8, line 16, after "the" insert "authorized livestock farm"

Page 8, line 16, after "or" insert "authorized livestock farm"

Page 8, line 16, remove "and will not"

Page 8, line 17, remove "directly or indirectly"

Page 8, line 18, after the underscored closing bracket insert "of farmland and ranchland"

Page 8, line 19, replace "land" with "farmland or ranchland"

Page 8, line 20, replace "and the number of hectares" with "[hectarage]”

Page 8, line 21, replace "land in the state" with "farmland or ranchland"

Page 8, line 21, after the second "the" insert "authorized livestock farm"

Page 8, line 21, after "or" insert "authorized livestock farm"

Page 8, line 23, replace "land" with "farmland or ranchland"

Page 8, line 24, remove "land"

Page 8, line 25, replace "in the state" with "farmland or ranchland"

Page 8, line 26, remove "investors are"

Page 8, line 26, after "members" insert "hold a direct or indirect interest"

Page 8, line 26, remove "any"

Page 8, line 27, replace "corporation" with "corporations”

Page 8, line 28, replace "company" with "companies"

Page 8, line 28, replace "directly or indirectly" with "in combination"

Page 8, line 30, after the underscored closing bracket insert "of farmland or ranchland. An

interest disclosed under this subdivision does not include the number of acres of

farmland or ranchland directly owned or leased by shareholders or members that are

individuals, farming or ranching corporations. farming or ranching limited liability
companies, or partnerships that meet the requirements of subsection 2 of section
10-06.1-02"

Page 9, line 1, after the second "the" insert "authorized livestock farm"

Page 9, line 2, after the first "or" insert "authorized livestock farm"

Page 9, line 2, replace "farming or ranching" with "authorized livestock farm"

Page 9, line 6, after the first "the" insert "authorized livestock farm"

Page 9, line 6, after "or" insert "authorized livestock farm"

Page 9, line 7, remove "cultivation of land for the"

Page 9, line 7, after "crops" insert "or the grazing of livestock on farmland or ranchland"
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Page 9, line 8, after the first "the" insert "authorized livestock farm corporation facility or
authorized livestock farm limited liability company"

Page 9, line 8, after "of" insert "the commencement of facility"

Page 9, remove lines 9 through 11

Page 9, line 12, replace "A" with "An authorized livestock farm"

Page 9, line 12, replace "a" with "authorized livestock farm"

Page 9, line 14, replace "or" with an underscored comma

Page 9, line 14, after "organization" insert ", or certificate of authority"

Page 9, line 14, after the underscored period insert:
ll_:ill

Page 9, line 14, after "The" insert "authorized livestock farm"

Page 9, line 15, after "or" insert “authorized livestock farm"

Page 9, line 16, remove "or counties"

Page 9, line 16, replace the first "any” with "an"

Page 9, line 16, replace "any land" with "farmland and ranchland"

Page 9, line 18, after "the" insert "authorized livestock farm"

Page 9, line 18, after the first "or" insert "authorized livestock farm"”

Page 9, line 20, remove "to the effect"
Page 9, line 20, after the second "the" insert "authorized livestock farm"

Page 9, line 20, after "or" insert "authorized livestock farm"

Page 9, line 21, replace the first "land" with "farmland or ranchland"

Page 9, line 22, remove "secretary of state's"

Page 9, line 23, after "office" insert "of the secretary of state"

Page 9, line 24, remove "to the effect"

Page 9, line 24, after the third "the" insert "authorized livestock farm"

Page 9, line 25, after "the" insert "authorized livestock farm"

Page 9, line 25, remove "directly or indirectly in"

Page 9, line 26, replace "combination with interests in any other person own" with "hold a direct
or indirect interest in authorized livestock farm corporations or authorized livestock farm

limited liability companies that in aggregate, own, lease. or otherwise hold an interest

in

Page 9, line 27, replace "agricultural land" with “farmland or ranchland. An interest disclosed

under this subdivision does not include the number of acres of farmland or ranchland

directly owned or leased by shareholders or members that are individuals, farming or
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ranching corporations. farming or ranching limited liability companies, or partnerships

that meet the requirements of subsection 2 of section 10-06.1-02"

Page 9, after line 27, insert: ¢

"SECTION 19. AMENDMENT. Section 10-06.1-16 of the North Dakota Century‘
Code is amended and reenacted as follows:

10-06.1-16. Share and membership interest transfer records.

i

o

[©o

a.

[=

|

[

Every corporation owning or leasing land-used-forfarming-or

ranehingfarmland or ranchland or engaged in the business of farming
or ranching afterJune-36;1984; shall keep a record of transfers of
shares or transfers of interests in the corporation.

Every limited liability company owning or leasing land-used-forfarming
er+anchingfarmland or ranchland or engaged in the business of
farming or ranching shall keep a record of transfers of membership
interests in the limited liability company.

If a corporation, the corporation's secretary shall cause to be recorded
in the record all transfers of shares or transfers of interests among
and between the corporation and its respective shareholders or
holders of interest.

If a limited liability company, the limited liability company's secretary
shall cause to be recorded in the record all transfers of membership
interests among and between the limited liability company and its
respective members.

The record must contain at least the following: the names of the transferor
and transferee, their relationship, the date of the transfer and, if a
corporation, the number of shares or the percentage of interests
transferred or, if a limited liability company, the number or percentage of
membership interests transferred."

Page 10, line 1, after the first boldfaced dash insert "Farming or ranching corporations and
farming or ranching limited liability companies -"

Page 10, after line 1 insert:

Il1‘ll

Page 10, line 2, after "a" insert "farming or ranching"

Page 10, line 2, overstrike "engaged in farming or"

Page 10, line 3, overstrike "ranching after June 30, 1981, and" and insert immediately
thereafter "or"

Page 10, line 3, after "a" insert "farming or ranching"

Page 10, line 3, after "in" insert "the business of"

Page 10, after line 6, insert:

ll&ll

Page 10, line 7, after "a" insert "farming or ranching"
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Page 10, line 8, after "a" insert "farming or ranching" /7

_J oy
Page 10, line 10, overstrike "it" and insert immediately thereafter "the annual report" § Cder ¥
Page 10, line 11, after the period insert: 12 7%
113." / . T

Page 10, line 11, after "report" insert "of the farming or ranching corporation or the farming or
ranching limited liability company"

Page 10, line 13, overstrike "1." and insert immediately thereafter "a."

Page 10, line 13, after "the" insert "farming or ranching"

Page 10, line 13, after "or" insert "farming or ranching"

Page 10, line 14, overstrike "2." and insert immediately thereafter "b."

Page 10, line 14, after the second "the" insert "farming or ranching"

Page 10, line 14, after "or" insert "farming or ranching"

Page 10, line 17, overstrike "3." and insert immediately thereafter “c."

Page 10, line 17, after "each" insert "farming or ranching"

Page 10, line 18, overstrike "a." and insert immediately thereafter "(1)"
Page 10, line 21, overstrike "b." and insert immediately thereafter "(2)"
Page 10, line 23, overstrike "4." and insert immediately thereafter "d."

Page 10, line 23, after "each" insert "farming or ranching"

Page 10, line 24, replace "a." with "(1)"
Page 10, line 24, replace "number of units" with "membership interests"

Page 10, line 26, replace "b." with "(2)"

Page 10, line 26, replace "number of issued units" with "membership interests"

Page 10, line 28, replace "5." with "e."

Page 10, line 29, overstrike "a." and insert immediately thereafter "(1)"
Page 11, line 1, overstrike "b." and insert immediately thereafter "(2)"
Page 11, line 3, overstrike "c." and insert immediately thereafter "(3)"
Page 11, line 3, after the semicolon insert "and"

Page 11, line 4, overstrike "d." and insert immediately thereafter "(4)"
Page 11, line 5, overstrike "; and"

Page 11, overstrike line 6

Page 11, line 7, overstrike "farm or ranch"

Page 11, line 8, replace "6." with "f."
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Page 11, line 9, overstrike "a." and insert immediately thereafter "(1)" fx*' 4 oy
/FZ T
Page 11, line 9, after "a" insert "farming or ranching" e " -
. . P_‘v’f__.’;; -
Page 11, line 9, overstrike "then” [ S5 &)5

Page 11, line 12, overstrike "b." and insert immediately thereafter "(2)"

Page 11, line 12, after "a" insert "farming or ranching"

Page 11, line 12, overstrike "then"

Page 11, line 12, overstrike the second "and" and insert immediately thereafter an underscored
comma

Page 11, line 13, after the comma insert "and member authorized under a statement of
authority."

Page 11, line 15, replace "7." with "g."

Page 11, line 16, overstrike "land in the state" and insert immediately thereafter "farmland or
ranchland”

Page 11, line 17, after "the" insert "farming or ranching"

Page 11, line 17, after the first "or" insert "farming or ranching"

Page 11, line 17, overstrike "and used for farming or ranching"
Page 11, line 21, replace "8." with "h."

Page 11, line 21, after the third "the" insert "farming or ranching"

Page 11, line 22, after the first "or" insert "farming or ranching"

Page 11, line 22, after "from" insert "engading in the business of"

Page 11, line 23, overstrike "operations"
Page 11, line 25, replace "9." with "i."

Page 11, line 25, after the second "the" insert "farming or ranching"

Page 11, line 25, after "or" insert "farming or ranching"

Page 11, line 28, replace "10." with "4."

Page 11, line 28, after "A" insert “farming or ranching"

Page 11, line 28, after "in" insert "the business of"

Page 11, line 28, after "farming" insert "or ranching”
Page 11, line 30, overstrike "by" and insert immediately thereafter "under”
Page 12, line 1, replace "11." with "5."

Page 12, line 1, after "A" insert "farming or ranching"

Page 12, line 1, after "in" insert "the business of"

Page 12, line 1, after "farming" insert "or ranching"
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Page 12, line 4, overstrike "by" and insert immediately thereafter "under" -
< A P i

Page 12, line 7, after the first underscored boldfaced dash insert "Authorized livestock farm “~ “ % & 7
corporations and authorized livestock farm limited liability companies -" )+ U
Fr3~23

Page 12, line 12, replace "or" with an underscored comma

Page 12, line 12, after "organization" insert ", or cetrtificate of authority"

Page 12, line 12, after the underscored period insert:

II2.II

Page 12, line 13, after "in" insert "subsection 58 of"

Page 12, line 13, replace "a" with "an authorized livestock farm"

Page 12, line 13, replace "or" with "and subsection 49 of"

Page 12, line 14, replace the first "a" with "an authorized livestock farm"

Page 12, line 15, after the first "the" insert "authorized livestock farm"

Page 12, line 15, after "or" insert "authorized livestock farm"

Page 12, line 16, after the second "the" insert "authorized livestock farm"

Page 12, line 16, after the second "or" insert "authorized livestock farm"

Page 12, line 17, after the underscored period insert:
II&II

Page 12, line 17, after "report" insert "of the authorized livestock farm corporation or the
authorized livestock farm limited liability company"

Page 12, line 19, replace "registered agent of the" with "authorized livestock farm"

Page 12, line 19, after "or" insert "authorized livestock farm"

Page 12, remove lines 20 and 21
Page 12, line 22, remove "this state"

Page 12, line 23, replace "corporation of limited liability company" with "registered agent of the
authorized livestock farm corporation or authorized livestock farm limited liability

company as provided in chapter 10-01.1 and. if a noncommercial registered agent. the
address of the reqgistered office of the authorized livestock farm corporation or

authorized livestock farm limited liability company in this state"

Page 12, line 24, after "each" insert "authorized livestock farm"

Page 12, line 25, after the second "the" insert "authorized livestock farm"

Page 12, line 31, after "each" insert "authorized livestock farm"

Page 13, line 1, replace "number of units" with "membership interests"

Page 13, line 1, after the second "the" insert "authorized livestock farm"

Page 13, line 3, replace "units" with "membership interests"
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Page 13, line 6, remove ", including the names and addresses and" ) 77
2 U
Page 13, line 7, remove "relationships of trusts and estates that own shares or membership , » “
interests" =7 )f:?

Page 13, line 8, replace "an organization" with “a person other than an individual"

Page 13, line 8, after "of" insert "incorporation, organization, or"

Page 13, line 9, after "interests" insert "or percentage of shares or membership interests of
each"

Page 13, line 10, after "of" insert "total"
Page 13, line 12, after "of" insert "total”

Page 13, line 13, replace "A" with "As to individuals, a"

Page 13, line 14, remove "and"
Page 13, remove line 16

Page 13, line 17, replace "ranch" with "the business of farming or ranching; and

(8) As to persons other than an individual, a statement of whether
the person, and any controlling person of the person. is

incorporated or organized in the United States and one hundred
percent of the stock or interests is owned by citizens of the

United States. permanent resident aliens of the United States, or
individuals or persons in compliance with section 47-10.1-02"

Page 13, line 19, replace "a" with "an authorized livestock farm"

Page 13, line 20, replace the underscored period with ", and a statement whether each actively
is engaged in the operation of the corporation; or"

Page 13, line 21, replace "a" with "an authorized livestock farm"

Page 13, line 22, after "governors" insert ", and a statement whether each actively is engaged
in the operation of the limited liability company"

Page 13, line 23, after "the" insert "authorized livestock farm"

Page 13, line 23, after the first "or" insert "authorized livestock farm"

Page 13, line 23, remove "directly or"
Page 13, line 24, remove "indirectly"

Page 13, line 25, after the underscored closing bracket insert "of farmland or ranchland"

Page 13, line 26, replace "land" with "farmland or ranchland"

Page 13, line 26, remove ", the total"

Page 13, line 27, replace "number of hectares" with "[hectarage]"

Page 13, line 28, replace "land in the state" with "farmland or ranchland"

Page 13, line 28, after the second “the" insert "authorized livestock farm"

Page 13, line 28, after "or" insert "authorized livestock farm"
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Page 13, line 30, remove "investors are" .
/? 7 j e .*:‘_:_

Page 13, line 30, after "members" insert "hold a direct or indirect interest" e P i/
i
Page 13, line 30, remove "any" «q,,"!;)?,_z _

Page 13, line 31, replace "corporation" with "corporations"
Page 14, line 1, replace "company" with "companies"

Page 14, line 1, replace "directly or indirectly" with "in combination"

Page 14, line 3, after the underscored closing bracket insert "of farmland or ranchland. The
interest disclosed under this subdivision does not include the number of acres
[hectares] of farmland or ranchland directly owned or leased by shareholders or
members who are individuals. farming or ranching corporations, farming or ranching
limited liability companies. or partnerships that meet the requirements of subsection 2
of section 10-06.1-02"

Page 14, line 4, remove "A statement that at least sixty-five percent of the gross income of the
corporation"

Page 14, remove lines 5 through 8

Page 14, line 9, remove "k."

Page 14, line 9, after "the" insert "authorized livestock farm"

Page 14, line 9, after "or" insert "authorized livestock farm"

Page 14, line 10, remove "cultivation of land for the"

Page 14, line 10, after "livestock" insert "on farmland or ranchland"

Page 14, line 11, replace "L." with "k."
Page 14, line 11, after "of" insert "livestock"
Page 14, remove lines 12 through 18
Page 14, line 19, replace "0." with "."

Page 14, line 19, after the third "the" insert "authorized livestock farm"

Page 14, line 20, after the first "or" insert "authorized livestock farm"

Page 14, line 20, remove "farming or"

Page 14, line 21, replace "ranching" with "authorized livestock farm"

Page 14, line 23, replace "p." with "m."

Page 14, line 23, after the second "the" insert "authorized livestock farm"

Page 14, line 23, after "or" insert "authorized livestock farm"

Page 14, line 26, replace "2. A" with:

"4,  An authorized livestock farm"

Page 14, line 26, replace "farming which" with "authorized livestock farm operations that"
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Page 14, line 28, replace "by" with "under" p 12 , -
Page 14, line 29, replace "3. A" with: 7 ) o
"5.  An authorized livestock farm" i‘ '_r-/ ,;’ -77

Page 14, line 29, replace "farming which" with "authorized livestock farm operations that"

Page 15, line 2, replace "by" with "under"
Page 15, after line 2, insert:

"SECTION 22. AMENDMENT. Section 10-06.1-18 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-18. Reports of corporations and limited liability companies not
engaged in farming or ranching.

Any business ernenprefit corporation and-any, limited liability company. or
nonprofit organization not engaged in the business of farming or ranching which owns
or leases a tract of land-used-for-farming-orranchingfarmland or ranchland which is
larger than twenty acres [8.09 hectares] in size shall file with the atiorney general,
within twelve months of any transaction involving the purchase, sale, or surface leasing
of stehthe farmland or ranchiand by that corporation or limited liability company, a
report containing all of the following information:

1. The name of the corporation or limited liability company and its place of
incorporation or organization and, if a nonprofit eerperatienorganization, a
copy of its section 501(c)(3) exemption letter from the internal revenue
service.

2. The name of the registered agent of the corporation or limited liability
company as provided in chapter 10-01.1 and, if a noncommercial
registered agent, then the address of the noncommercial registered agent
in this state.

3. The acreage [hectarage] and location listed by section, township, range,
and county of all suehland-in-the-statethe farmland or ranchland owned or
leased by the corporation or limited liability company ane-used-forfarming
erranching.

4. The date and method of acquisition or disposal of suehthe farmland or
ranchland.

SECTION 23. AMENDMENT. Section 10-06.1-19 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-19. Exemption from certain disclosure and other requirements for
certain organizations.

Sections 10-06.1-12, 10-06.1-15, 18 of this Act, 10-06.1-17, 21 of this Act, and
10-06.1-18 do not apply to nonprofit organizations or to corporations or limited liability
companies such as banks, trust companies, or foundations serving in a fiduciary
capacity as the personal representative or trustee of an estate or trust for an individual
described in subsection 2 of section 10-06.1-12.
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SECTION 24. AMENDMENT., Section 10-06.1-20 of the North Dakota Century _’_,\ =
Code is amended and reenacted as follows: '

S

—

10-06.1-20. Failure to file report - Penalty. £

Every corporation or limited liability company whiehthat willfully fails to file any
report required under this chapter or willfully files false information on any report
required under this chapter is guilty of a class A misdemeanor."

Page 15, line 7, replace "5" with "13"
Page 15, line 8, overstrike "such" and insert immediately thereafter "the"

Page 15, line 14, after "from" insert "engaging in the business of"

Page 15, line 15, overstrike "operations"

Page 15, line 15, overstrike "such" and insert immediately thereafter "the"
Page 15, line 16, replace "11" with "21"

Page 15, after line 17, insert:

"SECTION 27. AMENDMENT. Section 10-06.1-23 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-23. Attorney general to conduct random compliance program.

Each year the attorney general shall select at random at least five percent of
the total number of corporations and limited liability companies authorized byunder this
chapter for requests for information to determine compliance with this chapter. For
suehthis purpose, the attorney general may request affidavits, share transfer records,
certified copies of marriage licenses, birth certificates, deeds, leases, and sueh other
records and documents necessary to determine compliance. The corporation or limited
liability company shall comply with any request for information made under this section.

SECTION 28. AMENDMENT. Section 10-06.1-24 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-24. Enforcement - Penalty.

1. a. The recorder shall mail or deliver a copy of every instrument filed or
recorded, within thirty days after the instrument is recorded, to the
- attorney general if the instrument documents evidence of a lease
agreement or purchase agreement pursuant to subsection 6 or 7 or if
the instrument conveys the title to farmland or ranchland to a
corporation or limited liability company.

[=

The attorney general shall commence an action in the district court of
the county in which the substantial portion of farmland or ranchland
used in violation of this chapter is situated if the attorney general has
reason to believe that any person is violating this chapter. The
attorney general shall file for record with the recorder of each county
in which any portion of the land is located a notice of the pendency of
the action.
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c. Ifthe court finds that the tand-ir-gquestienfarmland or ranchland is T o
being held in violation of this chapter, or that a corporation or limited VS _j'/
liability company is eenduetingengaging in the business of farming or , , |
ranching in violation of this chapter, the court shall enter an order se “7— ; -
deelaringpursuant to the court's findings of fact and conclusions of '
law. The attorney general shall file ary-suehthe order for record with

the recorder of each county in which any portion of the land is located.
Thereafter, the corporation or limited liability company shall, within the

time set by the court not to exceed one year from the date of the

court's final order, divest itself of any-farming-orranchingtandthe

farmland or ranchland owned or leased by it in violation of this

chapter, and cease allengaging in the business of farming or ranching
oparaticns.

Except as otherwise provided in subsection 10, any corporation or

limited liability company that fails to comply with the court's order is

subject to a civil penalty not to exceed twenty-five thousand dollars

and may be dissolved or terminated by the secretary of state.

o

The divestment period is deemed to be a covenant running with the title to
the landfarmland or ranchland against any corporate or limited liability
company grantee, corporate or limited liability company successor, or
corporation or limited liability company assignee of the corporation or
limited liability company not authorized to deengage in the business of
farming or ranching under this chapter.

Any fandfarmland or ranchland not divested within the divestment period
prescribed must be sold at public sale in the manner prescribed by law for
the foreclosure of real estate mortgage by action. In addition, any
prospective or threatened violation may be enjoined by an action brought
by the attorney general in the manner provided by law, including enjoining
the corporation or limited liability company from completing performance
on the remainder of any leasehold which is in violation of this chapter.

Subject to the divestiture requirements of subsections 5, 6, and 7, a
demestic-or-foreign corporation or limited liability company may acquire
farmland or ranchland as security for indebtedness, by process of law in
the collection of debts, or by any procedure for the enforcement of a lien or
claim thereon, whether created by mortgage or otherwise.

Unless retention of the farmland or ranchland is permitted under
subsection 6 or 7, all farmland or ranchland acquired as security for
indebtedness, in the collection of debts, or by the enforcement of a lien or
claim shall be disposed of within three years after acquiring ownership, if
the acquisition would otherwise violate this chapter.

The disposition requirement does not apply to a corporation or limited
liability company that has acquired title to the fandfarmland or ranchland
through the process of foreclosure of a mortgage, or a deed from a
mortgagor instead of a foreclosure, if, by the expiration of one month after
what is or what would have been the redemption period of the mortgage if
the mortgage had been foreclosed, that corporation or limited liability
company leases to the prior mortgagor from whom it was acquired, with an
option to purchase, and if documents evidencing the lease agreement
have been filed with the recorder of each county in which the land is
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located. A copy of a notice of lease is sufficient evidence. The exemption in_
this subsection applies for only five years and then only if the property has /7 >

been appraised in accordance with subsection 8. The annual lease
payments required of the tenant may not exceed seven percent of the , /
appraised value.

7. The disposition requirement does not apply to a corporation or limited
liability company that has acquired title to the tandfarmland or ranchland
through the process of foreclosure of a mortgage, or a deed from the
mortgagor instead of foreclosure, if, by the expiration of one month after
what is or what would have been the redemption period of the mortgage if
the mortgage had been foreclosed, that corporation or limited liability
company contracts for the sale of the land to the prior mortgagor from
whom it was acquired, and if documents evidencing the purchase
agreement have been filed with the recorder of each county in which the
land is located. A copy of a notice of the contract for deed is sufficient
evidence. An exemption under this subsection is valid only if an appraisal
has been made in accordance with subsection 8, and if it is valid, the
exemption is unlimited in duration. The sale price may not exceed the price
determined by the appraisers.

8. If an appraisal is required, the appraisal must be made by three
independent appraisers, one selected by the corporation or limited liability
company, one selected by the prior mortgagor, and the third selected by
the first two appraisers.

9. If a corporation or limited liability company holds fardfarmland or ranchland

)
7 ,{

pending divestiture, and the holding is not otherwise geverred-byregulated
under this section, the land must be leased to persons actually engaged in
the business of farming or ranching and a disposal may not be to a
corporation or limited liability company unless ownership by that
corporation or limited liability company is authorized under this chapter.

10. The civil penalty for a violation of section 10-06.1-10 may not exceed one
hundred thousand dollars.

11. Except as provided in subsection 10, any corporation or limited liability
company continuing to violate this chapter is subject to a civil penalty not
to exceed twenty-five thousand dollars and may be dissolved or terminated
by the attorney general in accordance with the laws of this state.

SECTION 29. AMENDMENT. Section 10-06.1-25 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-25. Private enforcement.

This chapter may be enforced in the same manner as provided in section
10-06.1-24 by any corporation or limited liability company authorized to engage in the
business of farming or ranching byunder this chapter or any resident of legal age of a
county in which the tandfarmland or ranchland owned or leased by a corporation or

Ilmlted Ilablllty company in vnolatlon of thls chapter is Iocated Hsueh-actionds
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by-the-plaintifflf an action is brought under this section, the district court must award to 5
the prevailing party the actual costs and disbursements and reasonable attorney's J‘, 7 177

fees." e L
[ 7 3D
Page 15, after line 20, insert: i i B P

I11 .il

Page 15, line 22, overstrike "doing" and insert immediately thereafter "engaged in the"

Page 15, line 22, after "business" insert "of farming and ranching"

Page 15, line 27, after the period insert:

I]2. mw

Page 15, line 28, after the first "the" insert “farming and ranching"

Page 15, line 28, after "corporation” insert "or authorized livestock farm corporation"
Page 16, line 5, after the period insert:

Ilill

Page 16, line 6, after the third "the" insert "farming or ranching"
Page 16, line 7, after "corporation” insert "or authorized livestock farm corporation"
Page 16, after line 18 insert:

II1 'll

Page 16, line 20, overstrike "doing" and insert immediately thereafter "engaged in the"

Page 16, line 20, after "business" insert "of farming and ranching"
Page 16, line 25, overstrike "by" and insert immediately thereafter "under"

Page 16, line 26, after the period insert:
II&II

Page 16, line 26, after the third "the" insert "farming or ranching"

Page 16, line 27, after "company" insert “or authorized livestock farm limited liability company"

Page 17, line 5, after the period insert:
Ilill:

Page 17, line 7, after "company" insert "or authorized livestock farm limited liability company
itself"

Page, 17, after line 17, insert
"SECTION 32. EMERGENCY. This Act is declared to be an emergency measure."

Renumber accordingly
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House Carrier: Thomas
Senate Carrier: Luick

REPORT OF CONFERENCE COMMITTEE
HB 1371, as engrossed: Your conference committee (Sens. Luick, Myrdal, Lemm and
Reps. Thomas, Beltz, Prichard) recommends that the SENATE RECEDE from the
Senate amendments as printed on HJ pages 1537-1561, adopt amendments as
follows, and place HB 1371 on the Seventh order:
That the Senate recede from its amendments as printed on pages 1537-1561 of the House
Journal and pages 1268-1293 of the Senate Journal and that Engrossed House Bill No.
1371 be amended as follows:

Page 1, line 2, after "corporation” insert "and authorized livestock farm limited liability
company"

Page 1, line 2, after the second comma, insert "and"

Page 1, line 3, remove the comma

Page 1, line 4, replace the second "and" with "10-06.1-03,"

Page 1, line 5, replace "subsection 2 of section" with "10-06.1-05, 10-06.1-06, 10-06.1-07,
and 10-06.1-08, subsection 1 of section 10-06.1-09, and sections 10-06.1-10, and
10-06.1-11,"

Page 1, line 5, remove "and sections"

Page 1, line 5, after the fourth comma insert "10-06.1-15, 10-06.1-16,"

Page 1, line 6, after the first comma insert "10-06.1-18, 10-06.1-19, 10-06.1-20,"

Page 1, line 6, after the third comma insert "10-06.1-23, 10-06.1-24, 10-06.1-25,"

Page 1, line 8, replace "cattle" with "livestock"

Page 1, line 9, remove the second "and"

Page 1, line 10, after "penalty" insert "; and to declare an emergency"

Page 1, line 18, after the third underscored comma insert "or"

Page 1, line 18, after "or" insert "the business of"

Page 1, line 20, remove "agriculture"

Page 1, line 22, after the second "corporation" insert ", joint-stock company or association"

Page 1, line 22, replace "cattle" with "livestock"

Page 1, line 23, replace "cattle" with "livestock"

Page 2, line 1, after the second "products” insert "which is allowed to engage in the business

of farming or ranching under section 13 of this Act,"

Page 2, line 4, replace the first "cattle" with "livestock"
Page 2, line 4, replace the second "cattle" with "livestock"

Page 2, line 4, after "of" insert "poultry or"
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Page 2, line 5, after the second "products” insert "which is allowed to engage in the business
of farming or ranching under section 13 of this Act,"

Page 2, line 7, remove ""Cattle backgrounding" means the feeding or growing of cattle from
weaning until the"

Page 2, remove lines 8 and 9

Page 2, line 10, replace "expeditiously preparing the cattle for harvest" with ""Beekeeping"”

means the breeding or rearing of bee colonies or the owning. maintenance, or
management of bee apiaries”

Page 2, line 11, replace "7." with "6."

Page 2, line 13, replace "8." with "7.  a."

Page 2, line 13, overstrike "cultivating land for production of agricultural crops or"
Page 2, line 14, overstrike "livestock, or the"

Page 2, line 14, overstrike "of" and insert immediately thereafter "agricultural crops, fruit,
horticultural products, or"

Page 2, line 14, overstrike "poultry or"

Page 2, line 15, overstrike "poultry products, milk or dairy products, or fruit or horticultural
products. It" and insert immediately thereafter "or livestock backgrounding, or
livestock fishing.

b. The term"
Page 2, line 17, replace "a." with "(1)"

Page 2, line 18, replace "b." with "(2) Aquaculture or greenhouse agriculture by a person that
has farmland or ranchland holdings not exceeding forty acres

[16.19 hectares];

(3) Beekeeping:
(4)"
Page 2, line 19, replace "c." with "(5)"
Page 2, remove lines 20 and 21
Page 2, line 22, remove "agricultural landholding not exceeding forty acres [16.19 hectares]."
Page 2, line 23, replace "." with "(6)"
Page 2, line 25, replace "9." with "8."

Page 2, line 26, after "association" insert "which is allowed to engage in the business of
farming or ranching under section 10-06.1-12,"

Page 2, line 28, replace "10." with "9."

Page 2, line 29, after "company" insert "which is allowed to engage in the business of
farming or ranching under section 10-06.1-12."
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Page 2, after line 29, insert:

"10. "Farmland or ranchland" means agricultural land in this state used for
farming or ranching."

Page 3, line 4, after "12." insert ""Livestock" includes beef cattle, dairy cattle, elk, bison,
poultry, swine, sheep, goats, llamas, and alpacas.

13. 'Livestock backgrounding" means the feeding or growing of livestock
from weaning until the livestock enter a livestock finishing feedlot or
facility.

14. 'Livestock finishing" means the feeding or growing of livestock for the
purpose of expeditiously preparing the livestock for harvest.

Page 3, line 16, replace "13." with "16."
Page 3, line 16, remove "day-to-day"
Page 3, line 17, remove "day-to-day"
Page 3, line 18, remove "significantly"
Page 3, after line 22, insert:

ng

Page 3, line 24, overstrike "land used for farming or ranching" and insert immediately
thereafter "farmland or ranchland"

Page 3, line 25, after the period insert:
Il;ll

Page 3, line 26, overstrike "that is" and insert immediately thereafter "under title 45 which
owns or leases farmland or ranchland or engages"

Page 3, line 27, after the period insert:
Page 3, line 27, after "provision" insert "of law"
Page 3, line 28, remove "is"

Page 3, line 29, replace "prohibited from being" with "may not be"

Page 3, line 29, remove "owning or leasing land used for farming or"

Page 3, line 30, replace "ranching or engaging" with "under title 45 which owns or leases
farmland or ranchland or engages”

Page 3, line 30, remove ", a shareholder of an authorized"

Page 3, line 31, remove "livestock farm corporation, or a member of an authorized livestock
farm limited liability company"
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Page 3, after line 31, insert:

"SECTION 3. AMENDMENT. Section 10-06.1-03 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-03. Retention of mineral interests prohibited.

For land and minerals acquired after July 1, 1985, any corporation or limited
liability company that acquires mineral interests through foreclosure or in lieu of
foreclosure which were not speC|f|caIIy valued at the time the security interest in the
minerals was acquired, and which is prohibited from owning or leasing lare-usee-ir-
farming-erranehingfarmland or ranchland, is prohibited from retaining mineral
interests in land-used-forfarming-erranchingfarmland or ranchland when the
corporation or limited liability company divests itself of the land, and the mineral
interests must be passed with the surface estate of the land when the corporation or
limited liability company divests itself of the land under this chapter.”

Page 4, after line 3 insert:

||1.|l

Page 4, line 5, after "corporation" insert "or an authorized livestock farm corporation”
Page 4, line 9, after "10-06.1-15" insert "or section 18 of this Act"

Page 4, line 9, after the period insert:
"
Page 4, line 9, after the first "corporation” insert "or an authorized livestock farm corporation”
Page 4, line 13, replace "and" with "or"
Page 4, line 13, replace "11" with "21"
Page 4, replace lines 16 through 22 with:

"SECTION 5. AMENDMENT. Section 10-06.1-05 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-05. Conversion of limited liability company.

1. Abusiness limited liability company regulated under chapter 10-32.1 may
convert to a farming or ranching limited liability company or an authorized
livestock farm limited liability company by adopting an amendment to its
articles of organization or by applying for an amended certificate of
authority which specifies that the limited liability company elects to be
subject to this chapter and by complying with all requirements of this
chapter. The amendment must be filed with the secretary of state with the
prescribed fee and with the initial report required by section 10-06.1-15 or_
section 18 of this Act.

2. Afarming or ranching limited liability company or an authorized livestock
farm limited liability company may convert to a business limited liability
company by adopting an amendment to its articles of organization or by
applying for an amended certificate of authority. The amendment must be
filed with the secretary of state with the prescribed fee. The amendment
must be accompanied by a report outlining the information, as of the date
of the amendment, which is required under section 10-06.1-17 or_
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section 21 of this Act, and the manner in which the limited liability
company has divested itself of its owned or leased land holdings and its
business of farming or ranching.

SECTION 6. AMENDMENT. Section 10-06.1-06 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-06. Surface coal mining - Exception.

A corporation or limited liability company not engaged in the business of
farming or ranching may own or lease landsused-ferfarming-orranchingfarmland or
ranchland, when the business of sueh-athe corporation or limited liability company is
the conductmg of surface coal mining operations or related energy conversion, and
when the ownlng or leasing of lands-used-forfarming-erranchingfarmland or
ranchland is reasonably necessary in the conduct of the business of surface coal
mining or related energy conversion. When the necessity for owning or leasing of
tands-used-for-farming-orranehingfarmland or ranchland no longer exists, the
exception provided in this section ceases and the corporation or limited liability
company owning or leasing suehthe lands is subject to this chapter.

SECTION 7. AMENDMENT. Section 10-06.1-07 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-07. Industrial and business purpose exception- Exception.

A corporation or limited liability company that is not engaged in the business
of farming or ranching may own or lease tand-used-forfarming-orranchingfarmland
or ranchland when the land is necessary for residential or commercial development;
the siting of buildings, plants, facilities, industrial parks, or similar business or
industrial purposes of the corporation or limited liability company; or for uses
supportive of or ancillary to adjacent reragrieuturat land that is not farmland or
ranchland for the benefit of both land parcels. The farmland or ranchland while not
being immediately used for any purpose of the corporation or limited liability
company must be available to be leased by persons who farm or ranch as sole
proprietorships or partnerships, or by farming or ranching corporations or farming or

ranching limited liability companies alltewed-te-engage-infarming-orranchingunder
seetion140-06442.

SECTION 8. AMENDMENT. Section 10-06.1-08 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-08. Cooperative corporations allowed to engage in the business
of farming or ranching - Requirements.

This chapter does not prohibit cooperative corporations, seventy-five percent
of whose members or shareholders are actual farmers or ranchers residing on farms
or ranches or depending principally on farming or ranching for their livelihood, from
acquiring real-estatefarmland or ranchland and engaging in the business of
cooperative farming or ranching.

SECTION 9. AMENDMENT. Subsection 1 of section 10-06.1-09 of the North
Dakota Century Code is amended and reenacted as follows:

1. A nonprofit organization or a trust for the benefit of an individual or a
class of individuals related within the degrees of kinship specified in
subsection 2 of section 10-06.1-12 may own or lease farmland or
ranchland if that land is leased to a person who farms or ranches the
land as a sole proprietorship or partnership, or a farming or ranching
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corporation or a farming or ranching limited liability company-alewed-to-

engagein-farming-orranchingundersection10-06-4-142

SECTION 10. AMENDMENT. Section 10-06.1-10 of the North Dakota

Century Code is amended and reenacted as follows:

10-06.1-10. Acquisition of certain farmland or ranchland by certain
nonprofit organizations.

A nonprofit organization may acquire farmland or ranchland only in

accordance with the following:

1.

Unless it is permitted to own or lease farmland or ranchland under
section 10-06.1-09, the nonprofit organization must have been either
incorporated in this state or issued a certificate of authority to do
business in this state before January 1, 1985, or, before January 1, 1987,
have been incorporated in this state if the nonprofit organization was
created or authorized under Public Law No. 99-294 [100 Stat. 418]. A
nonprofit organization created or authorized under Public Law No.
99-294 [100 Stat. 418] may acquire no more than twelve thousand acres
[4856.228 hectares] of land from interest derived from state, federal, and
private sources held in its trust fund.

The fardfarmland or ranchland may be acquired only for the purpose of
conserving natural areas and habitats for biota, and, after acquisition:

a. The land must be maintained and managed for the purpose of
conserving natural area and habitat for biota.

b. Any agricultural use of the land is in accordance with the
management of the land for conservation and agricultural use, and is
by a sole proprietorship or partnership, or a farming or ranching
corporation or a farming or ranching limited liability company-altewed-

c. If any parcel of the land is open to hunting, it must be open to
hunting by the general public.

d. The nonprofit organization must fully comply with all state laws
relating to the control of noxious and other weeds and insects.

e. The nonprofit organization must make payments in lieu of property
taxes on the property, calculated in the same manner as if the
property was subject to full assessment and levy of property taxes.

f.  All property subject to valuation must be assessed for the purpose of
making the payments under subdivision e in the same manner as
other real property in this state is assessed for tax purposes. Before
June thirtieth of each year, the county auditor of any county in which
property subject to valuation is located shall give written notice to the
nonprofit organization and the tax commissioner of the value placed
by the county board of equalization upon each parcel of property
subject to valuation in the county.

Before farmland or ranchland may be purchased by a nonprofit
organization for the purpose of conserving natural areas and habitats
for biota, the governor must approve the proposed acquisition.

(]
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A nonprofit organization that desires to purchase farmland or
ranchland for the purpose of conserving natural areas and habitats
for biota shall first submit a proposed acquisition plan to the
agriculture commissioner who shall convene an advisory committee
consisting of the director of the parks and recreation department, the
agriculture commissioner, the state forester, the director of the game
and fish department, the president of the North Dakota farmers
union, the president of the North Dakota farm bureau, the president
of the North Dakota stockmen's association, and the chairman of the
county commission of any county affected by the acquisition, or their
designees.

The advisory committee shall hold a public hearing with the board of
county commissioners concerning the proposed acquisition plan and
shall make recommendations to the governor within forty-five days
after receipt of the proposed acquisition plan.

The governor shall approve or disapprove any proposed acquisition
plan, or any part thereof, within thirty days after receipt of the
recommendations from the advisory committee.

4. Land acquired in accordance with this section may not be conveyed to
the United States or any agency or instrumentality of the United States.

5. On failure to qualify to continue ownership under subsection 2, the land
must be disposed of within five years of that failure to qualify.

SECTION 11. AMENDMENT. Section 10-06.1-11 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-11. Required nonprofit organization divestiture of agrieultural-
landfarmland or ranchland.

In addition to the divestiture requirements of sections 10-06.1-10 and
10-06.1-24, a nonprofit eerperatiororganization that acquires fardfarmland or
ranchland by gift or devise after December 31, 1984, the ownership of which is not
permitted under this chapter, shall divest itself of the land within ten years after the
acquisition. For purposes of this section, "ownership" means holding either fee or
equitable title, unless fee title is held solely as security for payment of the purchase
price, or unless fee title does not carry with it the right to immediate possession of
the property. If the eerperatiororganization fails to divest itself of the land within the
required time, the attorney general shall take action under section 10-06.1-24.

SECTION 12. AMENDMENT. Section 10-06.1-12 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-12. CerporationFarming or ranching corporation or farming or
ranching limited liability company allowed to engage in the business of farming

or ranching - Requirements.

This chapter does not prohibit a farming or ranching corporation or a farming
or ranching limited liability company from owning reat-estateor leasing farmland or
ranchland and engaging in the business of farming or ranching, if the corporation
meets all the requirements of chapter 10-19.1 or the limited liability company meets
all the requirements of chapter 10-32.1 which are not inconsistent with this chapter.
The following requirements also apply:

1. a.

(1) DESK (2) COMMITTEE
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b. If afarming or ranching limited liability company, the limited liability
company must not have more than fifteen members.

2. Each shareholder or member must be related to each of the other
shareholders or members within one of the following degrees of kinship
or affinity: parent, son, daughter, stepson, stepdaughter, grandparent,
grandson, granddaughter, brother, sister, uncle, aunt, nephew, niece,
great-grandparent, great-grandchild, first cousin, second cousin, or the
spouse or surviving spouse of a person so related.

3. Each shareholder or member must be an individual or one of the
following:

a. Atrust for the benefit of an individual or a class of individuals who
are related to every shareholder of the corporation or member of the
limited liability company within the degrees of kinship or affinity
specified in this section.

b. An estate of a decedent who was related to every shareholder of the
corporation or member of the limited liability company within the
degrees of kinship or affinity specified in this section.

4. Atrust or an estate may not be a shareholder or member if the
beneficiaries of the trust or the estate together with the other
shareholders or members are more than fifteen in number.

5. Each individual who is a shareholder or member must be a citizen of the
United States or a permanent resident alien of the United States.

6. a. If afarming or ranching corporation, the officers and directors of the
corporation must be shareholders who are actively engaged in

operatmg the farm or ranch aﬁd—at—least—eﬁe—ef—the—eerperaﬂeﬂ—s—

eHaﬁeh.

o

If a farming or ranching limited liability company, the governors and,
managers, and members authorized under a statement of authority
of the limited liability company must be members who are actively
engaged in operatrng the farm or ranch and—at—least—eﬁe—ef—ﬁs—

Faneh.

7. An annual average of at least sixty-five percent of the gross income of
the farming or ranching corporation or farming or ranching limited liability
company over the previous five years, or for each year of its existence, if
less than five years, must have been derived from engaging in the
business of farming or ranching eperatiens.

8. The income of the farming or ranching corporation or farming or ranching
limited liability company from nonfarm rent, nonfarm royalties, dividends,
interest, and annuities cannot exceed twenty percent of the gross income
of the corporation or limited liability company.

9. The farming or ranching corporation or farming or ranching limited liability
company must own or lease farmland or ranchland in-this-state."

Page 4, line 25, after "or" insert "authorized livestock farm"
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Page 4, line 25, after "company" insert "allowed to engage in the business of farming or
ranching"

Page 4, line 27, replace "real estate" with "farmland or ranchland"
Page 4, line 28, after the first "the" insert "authorized livestock farm"
Page 4, line 29, after the first "the" insert "authorized livestock farm"
Page 5, line 1, after "1." insert "a."

Page 5, line 1, replace the first "a" with "an authorized livestock farm"

Page 5, line 1, after the underscored period insert:
"p."
Page 5, line 1, replace the second "a" with "an authorized livestock farm"
Page 5, line 3, after "2." insert "a."
Page 5, line 3, replace "a" with "an authorized livestock farm"

Page 5, line 5, replace "operating a farm or ranch" with "the business of farming or ranching"

Page 5, line 5, after the underscored comma insert "farming or ranching"

Page 5, line 5, remove "that meet the"

Page 5, line 6, remove "requirements of chapter 10-06.1-12"

Page 5, line 6, after "or" insert "farming or ranching"
Page 5, line 6, remove "that meet the"

Page 5, line 7, remove "requirements of chapter 10-06.1-12"

Page 5, line 7, after the underscored period insert:

llb'll

Page 5, line 7, replace "a" with "an authorized livestock farm"

Page 5, line 10, replace "operating a farm or ranch" with "the business of farming or
ranching"

Page 5, line 10, after the underscored comma insert "farming or ranching"

Page 5, line 10, remove "that meet the requirements of"

Page 5, line 11, remove "chapter 10-06.1-12"

Page 5, line 11, after "or" insert "farming or ranching"

Page 5, line 11, remove "that meet the requirements of"
Page 5, line 12, remove "chapter 10-06.1-12"

Page 5, line 13, after "3." insert "a."
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Page 5, line 13, replace "a" with "an authorized livestock farm"

Page 5, line 13, replace ", all" with:
Il(_) Mll
Page 5, line 14, remove "or"

Page 5, line 14, replace "and all" with "or an authorized individual under section 47-10.1-02.

2) Al

Page 5, line 15, replace "person” with "individual or entity"

Page 5, line 16, replace "corporation" with "person”
Page 5, line 17, replace "or" with an underscored comma

Page 5, line 17, after "aliens" insert "of the United States, or an authorized individual under
section 47-10.1-02"

Page 5, line 17, after the underscored period insert:
llgll

Page 5, line 17, replace "a" with "an authorized livestock farm"

Page 5, line 18, replace ", all" with ":
(1_) M"
Page 5, line 19, replace "or" with an underscored comma

Page 5, line 19, replace "and all" with "or an authorized individual under section 47-10.1-02;
and

(2) _"n
Page 5, line 20, remove "person limited"

Page 5, line 21, replace "liability company" with "individual or entity of the person"

Page 5, line 22, replace "or" with an underscored comma

Page 5, line 23, after "aliens" insert "of the United States, or an authorized individual under
section 47-10.1-02"

Page 5, line 25, remove "at any time, directly or indirectly."

Page 5, line 26, replace "land" with "farmland or ranchland"

Page 5, line 27, after "5." insert "a."

Page 5, line 27, replace "a" with "an authorized livestock farm"

Page 5, line 27, replace "are shareholders in" with "may hold direct or indirect interests in"
Page 5, line 28, remove the underscored comma

Page 5, line 28, remove "members"
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Page 5, line 29, remove the first underscored comma
Page 5, line 29, remove "directly or indirectly"

Page 5, line 30, replace "land" with "farmland or ranchland"

Page 5, after line 30, insert:
"Q"

Page 5, line 31, replace "a" with "an authorized livestock farm"

Page 5, line 31, replace "are members" with "may hold direct or indirect interests"
Page 6, line 1, remove "shareholders"

Page 6, line 1, after "in" insert "other"

Page 6, line 2, remove "directly or indirectly”

Page 6, line 4, replace "land" with "farmland or ranchland.

c. This section does not restrict the number of acres [hectares] of

farmland or ranchland directly owned or leased by shareholders or
members who are individuals, farming or ranching corporations,

farming or ranching limited liability companies, or partnerships that
meet the requirements of subsection 2 of section 10-06.1-02"

Page 6, line 5, after "6." insert "a."
Page 6, line 5, replace "a" with "an authorized livestock farm"
Page 6, line 6, after "are" insert "individuals and who are"

Page 6, line 6, remove "authorized livestock farm"

Page 6, line 6, after the underscored period insert:
llb'll

Page 6, line 6, replace "a" with "an authorized livestock farm"

Page 6, line 7, replace "officers" with "members authorized under a statement of authority,"

Page 6, line 7, after "are" insert "individuals and who are"
Page 6, line 8, remove "authorized farm"

Page 6, line 9, after the second "the" insert "authorized livestock farm"

Page 6, line 10, after the first "or" insert "authorized livestock farm"

Page 6, line 11, after "from" insert "livestock backgrounding, livestock finishing, or"
Page 6, line 11, remove "cattle,"

Page 6, line 13, after "the" insert "authorized livestock farm"

Page 6, line 13, after "or" insert "authorized livestock farm"

(1) DESK (2) COMMITTEE Page 11 h_cfcomrep_66_017



Com Conference Committee Report Module ID: h_cfcomrep_66_017
April 20, 2023 4:51PM

Insert LC: 23.0721.03004

House Carrier: Thomas

Senate Carrier: Luick

Page 6, line 15, after "the" insert "authorized livestock farm"

Page 6, line 15, after "or" insert "authorized livestock farm"
Page 6, line 16, after "The" insert "authorized livestock farm"

Page 6, line 16, after the first "or" insert "authorized livestock farm"
Page 6, line 16, remove "directly or indirectly"

Page 6, line 17, remove "cultivation of land for the"

Page 6, line 17, after "livestock” insert "on farmland or ranchland"

Page 6, line 18, replace "The" with "If the authorized livestock farm"

Page 6, line 18, after "or" insert "authorized livestock farm"

Page 6, line 18, replace "must begin" with "is intended to primarily comprise an animal
feeding operation or concentrated animal feeding operation on farmland
or ranchland, the corporation or limited liability company must:

a. Begin"

Page 6, line 20, remove the underscored period

Page 6, line 21, replace "11. The corporation or limited liability company must have"
with ", and
b. Have"

Page 6, line 22, replace "three" with "six"

Page 6, line 23, replace "agricultural landholding" with "farmland or ranchland"
Page 6, line 24, replace "12." with "11."

Page 6, line 25, replace "subsection 10 or 11" with "this section"

Page 7, line 10, overstrike ", except those sections which pertain to foreign limited liability
companies,”

Page 7, after line 15, insert:

"SECTION 16. AMENDMENT. Section 10-06.1-15 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-15. Initial report - SharehelderFarming or ranching corporation
shareholder and farming or ranching limited liability member requirements.

1. Every farming or ranching corporation or farming or ranching limited
liability company shall file an initial report with its articles of incorporation,
articles of organization, or certificate of authority. The report must be
signed by the incorporators or organizers or, in the case of a certificate of
authority, an authorized person, and must contain the following:

a. The name of the farming or ranching corporation or farming or
ranching limited liability company.
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With respect to each shareholder or member:

(1) The name and address of each, including the names and
addresses and relationships of trusts and estates that own
shares or membership interests;

(2) The number of shares or membership interests or percentage
of shares or membership interests owned by each;

(3) The relationship of each;

(4) A statement of whether each is a citizen or permanent resident
alien of the United States; and

(5) A statement of whether each will be actively engaged in
operating the farm or ranch and-whether-each-willreside-en-the-
farm-orranch.

With respect to management:

(1) If afarming or ranching corporation, ther the names and
addresses of the officers and members of the board of
directors; or

(2) If afarming or ranching limited liability company, then the
names and addresses of the managers, members authorized
under a statement of authority, and members of the board of
governors.

If the purchase or lease of farmland or ranchland is final at the time
of the initial report, a statement listing the acreage [hectarage] and
location listed by section, township, range, and county of all land-in-
the-statefarmland or ranchland owned or leased by the farming or
ranching corporation or farming or ranching limited liability company

i irg. If the purchase or lease of
farmland or ranchland is not yet final at the time of the initial report, a
statement that there is a bona fide and imminent intent and a plan to
purchase or lease farmland or ranchland inthe-state.

A statement that at least sixty-five percent of the gross income of the
farming or ranching corporation or farming or ranching limited liability
company will be derived from engaging in the business of farming or
ranching eperatiens, and that twenty percent or less of the gross
income of the corporation or limited liability company will be from
nonfarm rent, nonfarm royalties, dividends, interest, and annuities.

A farming or ranching corporation or a farming or ranching limited liability
company may not commence farming or ranching in this state until the

secretary of state has received and filed the articles of incorporation ef,_
articles of organization, or certificate of authority, and the initial report
required byunder this section.

The farming or ranching corporation or farming or ranching limited liability
company shall furnish to the official county newspaper of each county or
counties in which arydandfarmland or ranchland is owned or leased by
the corporation or limited liability company a legal notice reporting the
following:
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a. The name of the farming or ranching corporation or farming or
ranching limited liability company and its shareholders or members
as listed in the initial report.

b. A statement te-the-effeet that the farming or ranching corporation or
farming or ranching limited liability company has reported that it
owns or leases lanrd-used-forfarming-erranchingfarmland or
ranchland in the county and that a description of that land is

available for inspection at the seeretary-efstate's-effieecffice of the
secretary of state."

Page 7, line 19, replace "supersede this chapter" with "take precedence"

Page 7, line 19, after "conflict" insert "with this chapter"

Page 7, line 22, replace "corporations" with "corporation shareholder"
Page 7, line 23, replace "companies" with "company member requirements"

Page 7, line 25, replace "or" with an underscored comma

Page 7, line 26, after "organization" insert ", or certificate of authority"

Page 7, line 26, after the underscored comma insert "or in the case of a certificate of
authority, an authorized person."

Page 7, line 28, after "the" insert "authorized livestock farm"

Page 7, line 28, after "or" insert "authorized livestock farm"

Page 7, line 30, remove ", including the names and addresses and"

Page 7, line 31, remove "relationships of trusts and estates that own shares or membership
interests"

Page 8, line 1, replace "an organization" with "a person other than an individual"

Page 8, line 1, after "of" insert "incorporation, organization, or"

Page 8, line 2, after "interests" insert "or percentage of shares or membership interests of
each"

Page 8, line 3, after "of" insert "total"
Page 8, line 5, after "of" insert "total"

Page 8, line 6, replace "A" with "As to individuals, a"

Page 8, line 7, remove "and"

Page 8, remove line 9

Page 8, line 10, replace "ranch" with "the business of farming or ranching; and

(8) As to a person other than an individual, a statement of whether
the person, and any controlling person of the person, is
incorporated in the United States and one hundred percent of
the stock or interests is owned by citizens of the United States,
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permanent aliens of the United States. or individuals or
persons in compliance with section 47-10.1-02"

Page 8, line 12, replace "a" with "an authorized livestock farm"

Page 8, line 13, replace the underscored period with ", and a statement whether each will be
actively engaged in the operation of the corporation; or"

Page 8, line 14, replace "a" with "an authorized livestock farm"

Page 8, line 15, replace "officers" with "members authorized under a statement of authority,
and a statement whether each will be actively engaged in the operation of the limited

liability company"

Page 8, line 16, after "the" insert "authorized livestock farm"
Page 8, line 16, after "or" insert "authorized livestock farm"
Page 8, line 16, remove "and will not"

Page 8, line 17, remove "directly or indirectly"

Page 8, line 18, after the underscored closing bracket insert "of farmland and ranchland"

Page 8, line 19, replace "land" with "farmland or ranchland"

Page 8, line 20, replace "and the number of hectares" with "[hectarage]"

Page 8, line 21, replace "land in the state" with "farmland or ranchland"
Page 8, line 21, after the second "the" insert "authorized livestock farm"
Page 8, line 21, after "or" insert "authorized livestock farm"

Page 8, line 23, replace "land" with "farmland or ranchland"

Page 8, line 24, remove "land"

Page 8, line 25, replace "in the state" with "farmland or ranchland"

Page 8, line 26, remove "investors are"

Page 8, line 26, after "members" insert "hold a direct or indirect interest"
Page 8, line 26, remove "any"

Page 8, line 27, replace "corporation" with "corporations"

Page 8, line 28, replace "company" with "companies"

Page 8, line 28, replace "directly or indirectly" with "in combination"

Page 8, line 30, after the underscored closing bracket insert "of farmland or ranchland. An
interest disclosed under this subdivision does not include the number of acres of
farmland or ranchland directly owned or leased by shareholders or members that are
individuals, farming or ranching corporations, farming or ranching limited liability

companies, or partnerships that meet the requirements of subsection 2 of section
10-06.1-02"
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Page 9, line 1, after the second "the" insert "authorized livestock farm"

Page 9, line 2, after the first "or" insert "authorized livestock farm"

Page 9, line 2, replace "farming or ranching" with "authorized livestock farm"

Page 9, line 6, after the first "the" insert "authorized livestock farm"
Page 9, line 6, after "or" insert "authorized livestock farm"

Page 9, line 7, remove "cultivation of land for the"

Page 9, line 7, after "crops" insert "or the grazing of livestock on farmland or ranchland"

Page 9, line 8, after the first "the" insert "authorized livestock farm corporation facility or
authorized livestock farm limited liability company"

Page 9, line 8, after "of" insert "the commencement of facility"

Page 9, remove lines 9 through 11

Page 9, line 12, replace "A" with "An authorized livestock farm"

Page 9, line 12, replace "a" with "authorized livestock farm"

Page 9, line 14, replace "or" with an underscored comma

Page 9, line 14, after "organization" insert ", or certificate of authority"
Page 9, line 14, after the underscored period insert:

Page 9, line 14, after "The" insert "authorized livestock farm"

Page 9, line 15, after "or" insert "authorized livestock farm"

Page 9, line 16, remove "or counties"

Page 9, line 16, replace the first "any" with "an"

Page 9, line 16, replace "any land" with "farmland and ranchland"
Page 9, line 18, after "the" insert "authorized livestock farm"

Page 9, line 18, after the first "or" insert "authorized livestock farm"
Page 9, line 20, remove "to the effect”

Page 9, line 20, after the second "the" insert "authorized livestock farm"

Page 9, line 20, after "or" insert "authorized livestock farm"

Page 9, line 21, replace the first "land" with "farmland or ranchland"

Page 9, line 22, remove "secretary of state's"
Page 9, line 23, after "office" insert "of the secretary of state"
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Page 9, line 24, remove "to the effect"

Page 9, line 24, after the third "the" insert "authorized livestock farm"
Page 9, line 25, after "the" insert "authorized livestock farm"

Page 9, line 25, remove "directly or indirectly in"

Page 9, line 26, replace "combination with interests in any other person own" with "hold a
direct or indirect interest in authorized livestock farm corporations or authorized
livestock farm limited liability companies that in aggregate. own, lease, or otherwise
hold an interest in"

Page 9, line 27, replace "agricultural land" with "farmland or ranchland. An interest disclosed
under this subdivision does not include the number of acres of farmland or ranchland
directly owned or leased by shareholders or members that are individuals, farming or
ranching corporations, farming or ranching limited liability companies, or partnerships
that meet the requirements of subsection 2 of section 10-06.1-02"

Page 9, after line 27, insert:

"SECTION 19. AMENDMENT. Section 10-06.1-16 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-16. Share and membership interest transfer records.

1. a. Every corporation owning or leasing tand-used-for-farming-or
ranehingfarmland or ranchland or engaged in the business of
farming or ranching afterJure-36,4984; shall keep a record of
transfers of shares or transfers of interests in the corporation.

=3

Every limited liability company owning or leasing land-used-for
farming-erranchingfarmland or ranchland or engaged in the_
business of farming or ranching shall keep a record of transfers of
membership interests in the limited liability company.

(]
|£D

If a corporation, the corporation's secretary shall cause to be
recorded in the record all transfers of shares or transfers of interests
among and between the corporation and its respective shareholders
or holders of interest.

=3

If a limited liability company, the limited liability company's secretary
shall cause to be recorded in the record all transfers of membership
interests among and between the limited liability company and its
respective members.

|0

The record must contain at least the following: the names of the
transferor and transferee, their relationship, the date of the transfer and,
if a corporation, the number of shares or the percentage of interests
transferred or, if a limited liability company, the number or percentage of
membership interests transferred."

Page 10, line 1, after the first boldfaced dash insert "Farming or ranching corporations
and farming or ranching limited liability companies -"

Page 10, after line 1 insert:

"1."
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Page 10, line 2, after "a" insert "farming or ranching"

Page 10, line 2, overstrike "engaged in farming or"

Page 10, line 3, overstrike "ranching after June 30, 1981, and" and insert immediately
thereafter "or"

Page 10, line 3, after "a" insert "farming or ranching"
Page 10, line 3, after "in" insert "the business of"
Page 10, after line 6, insert:

no

Page 10, line 7, after "a" insert "farming or ranching"

Page 10, line 8, after "a" insert "farming or ranching"
Page 10, line 10, overstrike "it" and insert immediately thereafter "the annual report"
Page 10, line 11, after the period insert:

Page 10, line 11, after "report" insert "of the farming or ranching corporation or the farming or

ranching limited liability company"

Page 10, line 13, overstrike "1." and insert immediately thereafter "a."
Page 10, line 13, after "the" insert "farming or ranching"

Page 10, line 13, after "or" insert "farming or ranching"

Page 10, line 14, overstrike "2." and insert immediately thereafter "b."
Page 10, line 14, after the second "the" insert "farming or ranching"

Page 10, line 14, after "or" insert "farming or ranching"

Page 10, line 17, overstrike "3." and insert immediately thereafter "c."

Page 10, line 17, after "each" insert "farming or ranching"

Page 10, line 18, overstrike "a." and insert immediately thereafter "(1)"
Page 10, line 21, overstrike "b." and insert immediately thereafter "(2)"
Page 10, line 23, overstrike "4." and insert immediately thereafter "d."
Page 10, line 23, after "each" insert "farming or ranching"

Page 10, line 24, replace "a." with "(1)"

Page 10, line 24, replace "number of units" with "membership interests"
Page 10, line 26, replace "b." with "(2)"

Page 10, line 26, replace "number of issued units" with "membership interests"
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Page 10, line 28, replace "5." with "e."

Page 10, line 29, overstrike "a." and insert immediately thereafter "(1)"
Page 11, line 1, overstrike "b." and insert immediately thereafter "(2)"
Page 11, line 3, overstrike "c." and insert immediately thereafter "(3)"
Page 11, line 3, after the semicolon insert "and"

Page 11, line 4, overstrike "d." and insert immediately thereafter "(4)"
Page 11, line 5, overstrike "; and"

Page 11, overstrike line 6

Page 11, line 7, overstrike "farm or ranch"

Page 11, line 8, replace "6." with "f."

Page 11, line 9, overstrike "a." and insert immediately thereafter "(1)"
Page 11, line 9, after "a" insert "farming or ranching"

Page 11, line 9, overstrike "then"

Page 11, line 12, overstrike "b." and insert immediately thereafter "(2)"

Page 11, line 12, after "a" insert "farming or ranching"
Page 11, line 12, overstrike "then"

Page 11, line 12, overstrike the second "and" and insert immediately thereafter an
underscored comma

Page 11, line 13, after the comma insert "and member authorized under a statement of
authority,"

Page 11, line 15, replace "7." with "g."

Page 11, line 16, overstrike "land in the state" and insert immediately thereafter "farmland or
ranchland”

Page 11, line 17, after "the" insert "farming or ranching"

Page 11, line 17, after the first "or" insert "farming or ranching"
Page 11, line 17, overstrike "and used for farming or ranching"
Page 11, line 21, replace "8." with "h."

Page 11, line 21, after the third "the" insert "farming or ranching"

Page 11, line 22, after the first "or" insert "farming or ranching"

Page 11, line 22, after "from" insert "engaging in the business of"

Page 11, line 23, overstrike "operations"
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Page 11, line 25, replace "9." with ".."
Page 11, line 25, after the second "the" insert "farming or ranching"

Page 11, line 25, after "or" insert "farming or ranching"

Page 11, line 28, replace "10." with "4."

Page 11, line 28, after "A" insert "farming or ranching"

Page 11, line 28, after "in" insert "the business of"

Page 11, line 28, after "farming" insert "or ranching"

Page 11, line 30, overstrike "by" and insert immediately thereafter "under"
Page 12, line 1, replace "11." with "5."

Page 12, line 1, after "A" insert "farming or ranching"

Page 12, line 1, after "in" insert "the business of"
Page 12, line 1, after "farming"” insert "or ranching"
Page 12, line 4, overstrike "by" and insert immediately thereafter "under"

Page 12, line 7, after the first underscored boldfaced dash insert "Authorized livestock
farm corporations and authorized livestock farm limited liability companies -"

Page 12, line 12, replace "or" with an underscored comma
Page 12, line 12, after "organization" insert ", or certificate of authority"
Page 12, line 12, after the underscored period insert:

"
Page 12, line 13, after "in" insert "subsection 58 of"
Page 12, line 13, replace "a" with "an authorized livestock farm"
Page 12, line 13, replace "or" with "and subsection 49 of"
Page 12, line 14, replace the first "a" with "an authorized livestock farm"
Page 12, line 15, after the first "the" insert "authorized livestock farm"
Page 12, line 15, after "or" insert "authorized livestock farm"

Page 12, line 16, after the second "the" insert "authorized livestock farm"

Page 12, line 16, after the second "or" insert "authorized livestock farm"
Page 12, line 17, after the underscored period insert:

lllll

Page 12, line 17, after "report" insert "of the authorized livestock farm corporation or the
authorized livestock farm limited liability company"”
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Page 12, line 19, replace "registered agent of the" with "authorized livestock farm"

Page 12, line 19, after "or" insert "authorized livestock farm"

Page 12, remove lines 20 and 21

Page 12, line 22, remove "this state"

Page 12, line 23, replace "corporation of limited liability company" with "registered agent of

the authorized livestock farm corporation or authorized livestock farm limited liability
company as provided in chapter 10-01.1 and, if a noncommercial registered agent,

the address of the registered office of the authorized livestock farm corporation or
authorized livestock farm limited liability company in this state"

Page 12, line 24, after "each" insert "authorized livestock farm"
Page 12, line 25, after the second "the" insert "authorized livestock farm"

Page 12, line 31, after "each" insert "authorized livestock farm"

Page 13, line 1, replace "number of units" with "membership interests"
Page 13, line 1, after the second "the" insert "authorized livestock farm"

Page 13, line 3, replace "units" with "membership interests"

Page 13, line 6, remove ", including the names and addresses and"

Page 13, line 7, remove "relationships of trusts and estates that own shares or membership
interests"

Page 13, line 8, replace "an organization" with "a person other than an individual"
Page 13, line 8, after "of" insert "incorporation, organization, or"

Page 13, line 9, after "interests" insert "or percentage of shares or membership interests of
each"

Page 13, line 10, after "of" insert "total"
Page 13, line 12, after "of" insert "total"

Page 13, line 13, replace "A" with "As to individuals, a"

Page 13, line 14, remove "and"
Page 13, remove line 16

Page 13, line 17, replace "ranch" with "the business of farming or ranching; and

(8) As to persons other than an individual, a statement of whether
the person, and any controlling person of the person, is
incorporated or organized in the United States and one
hundred percent of the stock or interests is owned by citizens
of the United States, permanent resident aliens of the United

States, or individuals or persons in compliance with section
47-10.1-02"

Page 13, line 19, replace "a" with "an authorized livestock farm"
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Page 13, line 20, replace the underscored period with ", and a statement whether each
actively is engaged in the operation of the corporation: or"

Page 13, line 21, replace "a" with "an authorized livestock farm"

Page 13, line 22, after "governors" insert ", and a statement whether each actively is
engaged in the operation of the limited liability company"

Page 13, line 23, after "the" insert "authorized livestock farm"

Page 13, line 23, after the first "or" insert "authorized livestock farm"

Page 13, line 23, remove "directly or"

Page 13, line 24, remove "indirectly"

Page 13, line 25, after the underscored closing bracket insert "of farmland or ranchland"
Page 13, line 26, replace "land" with "farmland or ranchland"

Page 13, line 26, remove ", the total"

Page 13, line 27, replace "number of hectares" with "[hectarage]"

Page 13, line 28, replace "land in the state" with "farmland or ranchland"

Page 13, line 28, after the second "the" insert "authorized livestock farm"
Page 13, line 28, after "or" insert "authorized livestock farm"

Page 13, line 30, remove "investors are"

Page 13, line 30, after "members" insert "hold a direct or indirect interest"
Page 13, line 30, remove "any"

Page 13, line 31, replace "corporation" with "corporations"

Page 14, line 1, replace "company" with "companies"

Page 14, line 1, replace "directly or indirectly" with "in combination"

Page 14, line 3, after the underscored closing bracket insert "of farmland or ranchland. The
interest disclosed under this subdivision does not include the number of acres
[hectares] of farmland or ranchland directly owned or leased by shareholders or
members who are individuals, farming or ranching corporations, farming or ranching

limited liability companies, or partnerships that meet the requirements of subsection
2 of section 10-06.1-02"

Page 14, line 4, remove "A statement that at least sixty-five percent of the gross income of
the corporation”

Page 14, remove lines 5 through 8
Page 14, line 9, remove "k."
Page 14, line 9, after "the" insert "authorized livestock farm"

Page 14, line 9, after "or" insert "authorized livestock farm"
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Page 14, line 10, remove "cultivation of land for the"

Page 14, line 10, after "livestock" insert "on farmland or ranchland"
Page 14, line 11, replace ".." with "k."

Page 14, line 11, after "of" insert "livestock"

Page 14, remove lines 12 through 18

Page 14, line 19, replace "0." with "."

Page 14, line 19, after the third "the" insert "authorized livestock farm"
Page 14, line 20, after the first "or" insert "authorized livestock farm"
Page 14, line 20, remove "farming or"

Page 14, line 21, replace "ranching" with "authorized livestock farm"
Page 14, line 23, replace "p." with "m."

Page 14, line 23, after the second "the" insert "authorized livestock farm"

Page 14, line 23, after "or" insert "authorized livestock farm"

Page 14, line 26, replace "2. A" with:
"4. An authorized livestock farm"
Page 14, line 26, replace "farming which" with "authorized livestock farm operations that"
Page 14, line 28, replace "by" with "under"
Page 14, line 29, replace "3. A" with:

"5. An authorized livestock farm"

Page 14, line 29, replace "farming which" with "authorized livestock farm operations that"

Page 15, line 2, replace "by" with "under”

Page 15, after line 2, insert:

"SECTION 22. AMENDMENT. Section 10-06.1-18 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-18. Reports of corporations and limited liability companies not
engaged in farming or ranching.

Any business errenprefit corporation and-any, limited liability company, or.
nonprofit organization not engaged in the business of farming or ranching which
owns or leases a tract of land-used-ferfarming-erranehingfarmland or ranchland
which is larger than twenty acres [8.09 hectares] in size shall file with the attorney
general, within twelve months of any transaction involving the purchase, sale, or
surface leasing of suehthe farmland or ranchland by that corporation or limited
liability company, a report containing all of the following information:
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1. The name of the corporation or limited liability company and its place of
incorporation or organization and, if a nonprofit eerperatienrorganization,
a copy of its section 501(c)(3) exemption letter from the internal revenue
service.

2. The name of the registered agent of the corporation or limited liability
company as provided in chapter 10-01.1 and, if a noncommercial
registered agent, then the address of the noncommercial registered
agent in this state.

3. The acreage [hectarage] and location listed by section, township, range,
and county of all sueh-tand-in-the-statethe farmland or ranchland owned
or leased by the corporation or limited liability company ard-used-for-

4. The date and method of acquisition or disposal of suehthe farmland or
ranchland.

SECTION 23. AMENDMENT. Section 10-06.1-19 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-19. Exemption from certain disclosure and other requirements
for certain organizations.

Sections 10-06.1-12, 10-06.1-15, 18 of this Act, 10-06.1-17, 21 of this Act
and 10-06.1-18 do not apply to nonprofit organizations or to corporations or limited
liability companies such as banks, trust companies, or foundations serving in a
fiduciary capacity as the personal representative or trustee of an estate or trust for
an individual described in subsection 2 of section 10-06.1-12.

SECTION 24. AMENDMENT. Section 10-06.1-20 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-20. Failure to file report - Penalty.

Every corporation or limited liability company whiehthat willfully fails to file
any report required under this chapter or willfully files false information on any report
required under this chapter is guilty of a class A misdemeanor.”

Page 15, line 7, replace "5" with "13"

Page 15, line 8, overstrike "such" and insert immediately thereafter "the"
Page 15, line 14, after "from" insert "engaging in the business of"

Page 15, line 15, overstrike "operations"

Page 15, line 15, overstrike "such" and insert immediately thereafter "the"
Page 15, line 16, replace "11" with "21"

Page 15, after line 17, insert:

"SECTION 27. AMENDMENT. Section 10-06.1-23 of the North Dakota
Century Code is amended and reenacted as follows:
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10-06.1-23. Attorney general to conduct random compliance program.

Each year the attorney general shall select at random at least five percent of
the total number of corporations and limited liability companies authorized byunder
this chapter for requests for information to determine compliance with this chapter.
For suehthis purpose, the attorney general may request affidavits, share transfer
records, certified copies of marriage licenses, birth certificates, deeds, leases, and
sueh other records and documents necessary to determine compliance. The
corporation or limited liability company shall comply with any request for information
made under this section.

SECTION 28. AMENDMENT. Section 10-06.1-24 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-24. Enforcement - Penalty.

1. a.

=3

[©

[

The recorder shall mail or deliver a copy of every instrument filed or
recorded, within thirty days after the instrument is recorded, to the
attorney general if the instrument documents evidence of a lease
agreement or purchase agreement pursuant to subsection 6 or 7 or
if the instrument conveys the title to farmland or ranchland to a
corporation or limited liability company.

The attorney general shall commence an action in the district court
of the county in which the substantial portion of farmland or
ranchland used in violation of this chapter is situated if the attorney
general has reason to believe that any person is violating this
chapter. The attorney general shall file for record with the recorder of
each county in which any portion of the land is located a notice of the
pendency of the action.

If the court finds that the land-ir-questionfarmland or ranchland is
being held in violation of this chapter, or that a corporation or limited
liability company is esnduetingengaging in the business of farming or
ranching in violation of this chapter, the court shall enter an order se-
deelaringpursuant to the court's findings of fact and conclusions of
law. The attorney general shall file ary-suehthe order for record with
the recorder of each county in which any portion of the land is
located. Thereafter, the corporation or limited liability company shall,
within the time set by the court not to exceed one year from the date
of the court's final order, divest itself of i i

tandthe farmland or ranchland owned or leased by it in violation of
this chapter, and cease allengaging in the business of farming or

ranching eperations.

Except as otherwise provided in subsection 10, any corporation or
limited liability company that fails to comply with the court's order is
subject to a civil penalty not to exceed twenty-five thousand dollars
and may be dissolved or terminated by the secretary of state.

2. The divestment period is deemed to be a covenant running with the title
to the tandfarmland or ranchland against any corporate or limited liability
company grantee, corporate or limited liability company successor, or
corporation or limited liability company assignee of the corporation or
limited liability company not authorized to deengage in the business of

farming or ranching under this chapter.

3. Any {andfarmland or ranchland not divested within the divestment period
prescribed must be sold at public sale in the manner prescribed by law
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for the foreclosure of real estate mortgage by action. In addition, any
prospective or threatened violation may be enjoined by an action brought
by the attorney general in the manner provided by law, including
enjoining the corporation or limited liability company from completing
performance on the remainder of any leasehold which is in violation of
this chapter.

4. Subject to the divestiture requirements of subsections 5, 6, and 7, a
i igr corporation or limited liability company may acquire
farmland or ranchland as security for indebtedness, by process of law in
the collection of debts, or by any procedure for the enforcement of a lien
or claim thereon, whether created by mortgage or otherwise.

5. Unless retention of the farmland or ranchland is permitted under
subsection 6 or 7, all farmland or ranchland acquired as security for
indebtedness, in the collection of debts, or by the enforcement of a lien or
claim shall be disposed of within three years after acquiring ownership, if
the acquisition would otherwise violate this chapter.

6. The disposition requirement does not apply to a corporation or limited
liability company that has acquired title to the lardfarmland or ranchland
through the process of foreclosure of a mortgage, or a deed from a
mortgagor instead of a foreclosure, if, by the expiration of one month
after what is or what would have been the redemption period of the
mortgage if the mortgage had been foreclosed, that corporation or limited
liability company leases to the prior mortgagor from whom it was
acquired, with an option to purchase, and if documents evidencing the
lease agreement have been filed with the recorder of each county in
which the land is located. A copy of a notice of lease is sufficient
evidence. The exemption in this subsection applies for only five years
and then only if the property has been appraised in accordance with
subsection 8. The annual lease payments required of the tenant may not
exceed seven percent of the appraised value.

7. The disposition requirement does not apply to a corporation or limited
liability company that has acquired title to the lardfarmland or ranchland
through the process of foreclosure of a mortgage, or a deed from the
mortgagor instead of foreclosure, if, by the expiration of one month after
what is or what would have been the redemption period of the mortgage
if the mortgage had been foreclosed, that corporation or limited liability
company contracts for the sale of the land to the prior mortgagor from
whom it was acquired, and if documents evidencing the purchase
agreement have been filed with the recorder of each county in which the
land is located. A copy of a notice of the contract for deed is sufficient
evidence. An exemption under this subsection is valid only if an appraisal
has been made in accordance with subsection 8, and if it is valid, the
exemption is unlimited in duration. The sale price may not exceed the
price determined by the appraisers.

8. If an appraisal is required, the appraisal must be made by three
independent appraisers, one selected by the corporation or limited
liability company, one selected by the prior mortgagor, and the third
selected by the first two appraisers.

9. If a corporation or limited liability company holds tardfarmland or
ranchland pending divestiture, and the holding is not otherwise geverred-
byregulated under this section, the land must be leased to persons
actually engaged in the business of farming or ranching and a disposal
may not be to a corporation or limited liability company unless ownership
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by that corporation or limited liability company is authorized under this
chapter.

10. The civil penalty for a violation of section 10-06.1-10 may not exceed one
hundred thousand dollars.

11.  Except as provided in subsection 10, any corporation or limited liability
company continuing to violate this chapter is subject to a civil penalty not
to exceed twenty-five thousand dollars and may be dissolved or
terminated by the attorney general in accordance with the laws of this
state.

SECTION 29. AMENDMENT. Section 10-06.1-25 of the North Dakota
Century Code is amended and reenacted as follows:

10-06.1-25. Private enforcement.

This chapter may be enforced in the same manner as provided in section
10-06.1-24 by any corporation or limited liability company authorized to engage in
the business of farming or ranching byunder this chapter or any resident of legal age
of a county in which the fardfarmland or ranchland owned or leased by a corporation
or I|m|ted I|ab|I|ty company in V|olat|on of thls chapter is Iocated lf—sueh—aetreﬂ—ls—

pad—by—the—plamﬂ#lf an actlon is brouqht under thls sectlon the dlstrlct court must

award to the prevailing party the actual costs and disbursements and reasonable
attorney's fees."

Page 15, after line 20, insert:
llLll

Page 15, line 22, overstrike "doing" and insert immediately thereafter "engaged in the'

Page 15, line 22, after "business" insert "of farming and ranching"

Page 15, line 27, after the period insert:
"y
Page 15, line 28, after the first "the" insert "farming and ranching"
Page 15, line 28, after "corporation” insert "or authorized livestock farm corporation”
Page 16, line 5, after the period insert:

Page 16, line 6, after the third "the" insert "farming or ranching"

Page 16, line 7, after "corporation" insert "or authorized livestock farm corporation”
Page 16, after line 18 insert:
ll1 .ll

Page 16, line 20, overstrike "doing" and insert immediately thereafter "engaged in the'
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Page 16, line 20, after "business" insert "of farming and ranching"

Page 16, line 25, overstrike "by" and insert immediately thereafter "under"
Page 16, line 26, after the period insert:
ll;ll

Page 16, line 26, after the third "the" insert "farming or ranching"

Page 16, line 27, after "company" insert "or authorized livestock farm limited liability
company"

Page 17, line 5, after the period insert:
ll3.l|

Page 17, line 7, after "company" insert "or authorized livestock farm limited liability company
itself"

Page, 17, after line 17, insert
"SECTION 32. EMERGENCY. This Act is declared to be an emergency measure."
Renumber accordingly

Engrossed HB 1371 was placed on the Seventh order of business on the calendar.
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Community Effects of Industrialized Farming: An Update

Curtis W. Stofferahn, Professor Emeritus
Department of Sociology, University of North Dakota

I used the following electronic searches in my review of the literature: Google Scholar, Agricola, and the UND
Chester Fritz Library Primo Library Search. | also reviewed the programs from the Rural Sociological Society
Annual Meetings from 2005-2016. My search resulted in twenty articles from peer-reviewed journals, one summary
of a PEW Charitable Trusts Study, one encyclopedia article, and one paper presented at the Rural Sociological
Society meetings. | saved digital copies of all the articles to a file, and later printed all of them so that | could read
them later.

From that number, | eliminated seven peer-reviewed articles and a symposium summary. These articles included
one that I had included in a previous review as well as ones about the corporate farming debate, the health effects of
CAFOs on neighbors in Germany, policies to promote multifunctional agriculture, civic agriculture in England,
sustainable development of the agricultural bio-economy, agric-ecological systems in Australia, and a symposium
summary comparing impacts of industrialized agriculture in Brazil and the United States.

After a quick perusal of the remaining fifteen articles, | classified them into three categories: community effects of
industrialized agriculture (one peer-reviewed article and one paper), agriculture of the middle (encyclopedia article),
effects of confined animal feeding systems (four peer-reviewed articles and one PEW report), and civic agriculture
(five peer-reviewed articles).

After reading the articles, | found only the one by Welsh (2009)* to be somewhat related to the community effects of
industrialized agriculture. Although the article did not deal with actual research on the impacts of industrialized
agriculture, it proposed several conceptual and methodological issues that researchers should consider in future
research. Welsh notes that:

‘

‘... since Walter Goldschmidt’s original study was completed in the 1940s, the agricultural market and
farming structures have changed dramatically. Market structure is now more differentiated than in
previous decades. Vertical and horizontal integration, contract production, organic and other specialty
markets, and direct marketing are examples of new marketing forms that have emerged over the past few
decades. In addition, as farm and market structure have shifted, some states have enacted public policy to
forestall negative outcomes related to the industrialization of agriculture. Previous studies which measured
the effects on rural community welfare from the structure of the surrounding farming sector have been
valuable contributions to the development of the sociology of agriculture and have led to increased
understanding of agriculture and rural development. However, a new generation of studies should be
undertaken to address the impacts of changing market structure as well as assess public policy attempts to
mitigate negative impacts of agricultural industrialization.”

He suggests incorporating latent variables that combine several indicators, and that these latent variables be
incorporated into a path analytical model. For instance, the latent variable of farm size should be composed of the
sales, acres, and hired labor, community welfare should be composed of percent in poverty and per-capita income;
and direct marketing should be comprised of direct sales and farmers’ markets. Furthermore, he suggests that market
structure variables of contract production, organic production and direct marketing should be considered as
intervening variables between farm size and community welfare, and that regional effects accounting for state’s
policies including anti-corporate farming laws and laws protecting farmers’ collective bargaining rights also be
included in the path model.

The paper presented at the 2009 Annual Meeting of the Rural Sociological Society had never been formally
prepared as a paper, but the authors sent me the Power Point presentation.? The presentation contrasted farms of
various sales categories regarding several issues to determine whether there were significant differences by farm size
categories. There were no significant differences by farm size categories for most of these issues. Especially
important for this review was that the four contrasts on community vitality were not significantly different by farm
size categories. The authors speculated as to explanations for a lack of significant differences, and included among
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their speculations was that it was difficult to detect subtle differences in attitudes, values, and beliefs using mail
questionnaires; the orientation to industrialized, larger farms was so pervasive and accepted that no real substantive
differences existed; the sample size did not have the complete spectrum farm structure represented, rather they were
comparing farms within a narrow range; or the changes in the structure of agriculture had to be viewed in the
context of changing rural culture that includes all forms of production and social organization (mass culture).

The agriculture of the middle encyclopedia article was not relevant to the literature review update because it
primarily addressed how the disappearing middle (sales between $40,000 and $250,000) can endure through new
business and marketing strategies, particularly those identified as “values-based” food supply chain; public policy
changes; and research and education support. ® Interestingly, this article references Lobao and Stofferahn’s 2008
article in Agriculture and Human Values. More information about the Agriculture of the Middle Initiative can be
found at http://agofthemiddle.org/

After reviewing the five articles about the effects of confined animal feeding systems, I concluded that they were not
relevant to the literature review. The first one was a summary of the impacts of confined animal feeding systems
(CAFOs) on the health rural communities and recommended policy changes to ensure that residents’ health was not
impacted by CAFOs.* The next article proposed novel methods to measure the impact of CAFOs on the health of
rural community residents that combined objective and subjective measures, and it involved residents in the
collection of the data.> The PEW Charitable Trust report was a summary of the impacts of CAFOs on public health,
the environment, animal welfare and rural communities.® | was an external reviewer of this report before it was
published in 2008.

The next article about CAFOs and their impacts on rural communities also was a review of methods of detecting hog
odors among residents living near CAFOs while monitoring meteorological conditions.” The last article examined
how the changing industrial structure in animal agriculture in four US livestock sectors affected possibilities in each
for promoting more sustainable practices. It was published in 2003, so it would have been considered in the first
summary, but I could not recall if | had reviewed it or not.®

There were five peer-reviewed articles about civic agriculture, which was defined by Lyson (2004) as agricultural
production and distribution methods that offer promise for reinvigorating social ties and a sense of community
among producers and consumers.® It includes locally oriented, small-scale agriculture enterprises that use more
traditional farming methods, require knowledge of place, and involve the sharing of information among
practitioners. The distribution of food produced from these enterprises involves farmers connecting with consumers
through farmers markets, community supported agriculture (CSA) programs, pick-your-own operations, and food
coops.® While these articles are not directly relevant to the proposition that industrialized agriculture has adverse
social impacts for rural communities, they demonstrate that a civic agriculture (the opposite of industrialized
agriculture) has positive social consequences for those who are engaged in it, whether they be producers or
consumers.

The first article examined CSAs as a form of ethical consumerism, and the research question was how it sustains
itself in an increasingly competitive and corporate-dominated area of organic foods.'* They found that CSAs work
through a convergence of “economic, ideological, and cultural factors that leverage anti-globalization sentiments in
ways that serve the economic interests of small farmers and that provide a marketplace resource for consumers to
co-product feelings of enchantment”.

The next article compared the impacts of three components of civic agriculture on rural communities: four CSAs, a
direct market organic farm, and four community gardens.*? They found that different modes of local agricultural
production have distinctive effects on the local population concerning equitable access to healthy food, social
inclusion, and experiential knowledge of the natural world. They concluded that local food products should reduce
the class-based disparities in inclusion in local agricultural participation.

The third article compared conventionalized organic farmers (in terms of organic and nonorganic sales, acreage,
employees, membership and leadership in conventional agriculture organizations) with more civic agriculture
oriented farmers (in terms of direct marketing, sustainable agriculture organization membership and leadership) on
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measures of economic, social and environmental sustainability.!® His first hypothesis that the less conventionalized
organic farms would contribute more to sustainable agriculture than would the more conventional organic farms was
supported. The later appeared to have a negative effect on environmental stewardship and community vitality but a
positive effect on individual financial security. The second hypothesis that the more civically-engaged organic
farmers would contribute more to sustainable agriculture than the less civically-engaged organic farmers also was
supported. The former civic activities (direct marketing and sustainable/organic agriculture organization
membership) had a positive effect on both environmental stewardship and community vitality. While these results
are interesting in that the more industrialized organic farmers scored lower on their perceptions of their contributions
to environmental and community vitality, the research was primarily focused on individual, subjective measures of
their contributions.

The fourth article examined how involvement by both producers and consumers in community-supported agriculture
(CSAs) promoted the development of various community capitals.'* The researchers found that those who
participated based on satisfying multiple capitals were more likely to maintain participation over time and were
more satisfied with the experience. Producers and consumers, who defined the CSA experience as social and
political, as well as economic, were more likely to maintain and expand their participation. Producers who started
out in collaborative CSAs and defined their activities based on multiple capitals often used the experience as a
business incubator to begin individual CSAs and to expand the variety of foods produced.

The last article examined the role of civic agriculture in promoting community engagement.*® The researchers
surveyed 1300 civic agriculture participants as measured as CSA participants, farmers’ markets patrons, and
shoppers at independent health food stores. The results indicated higher levels of voluntarism and engagement in
local politics among civic agriculture participants compared to the general population. They also found variation
among those engaged in various forms of civic agriculture with those who were engaged in more socially-embedded
forms of exchange with the later exhibiting greater community and political involvement.

In summary, in my review of the literature, using various electronic searches, | found only one article that was
indirectly related to the topic of the impact of industrialized agriculture on rural communities, and that article only
dealt with conceptual and methodological issues that should be considered in future research. One group of articles
reviewed indicated that civic agriculture (the opposite of industrialized agriculture) has positive social consequences
for those consumers and producers who are engaged in it.
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In 2006, I was contracted by the North Dakota attorney general's
office to provide expert testimony on the social justification for the
North Dakota corporate farming law. I updated the research
conducted by my colleague, Linda Lobao, for her 2000 defense of the
South Dakota corporate farming law.

Defense of these corporate farming laws often requires evidence from
social science research that industrialized farming poses risks to
communities. Social scientists have had a long history of concern
about the effects of industrialized farming on communities. So, after
we synthesized some 80 years of research on the social consequences
for rural communities of industrialized farming, Lobao and I had our
research published in Agriculture and Human Values in 2007. We
evaluated studies investigating the effects of industrialized farming on
community well-being from the 1930s to the present.

Using a pool of 51 peer-reviewed studies, we documented the research
designs employed, evaluated results as to whether adverse
consequences were found, and described the aspects of community life
that may be affected by industrialized farming. Of these studies, 57
percent found largely detrimental impacts. Twenty-five percent were
mixed, finding some detrimental impacts. And 18 percent found no
detrimental impacts. The adverse impacts were found across an array
of indicators measuring socioeconomic conditions, community social
fabric and environmental conditions. Meanwhile, few positive effects
of industrialized farming were found across studies. The results show
that public concern about industrialized farms is warranted.

More particular to whether corporate farming laws have had any
impact on rural communities, our colleagues Tom Lyson and Rick
Welsh used data on 433 agriculture-dependent counties in the United
States as the basis for a 2005 article in Environment and Planning.
They found that counties in states with laws that limit nonfamily
corporate entry into farming scored higher on important social welfare
indicators, and that the laws mitigated negative impacts on rural
communities from industrial farming.
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Abstract. Social scientists have a long history of concern with the effects of industrialized farming on communities.
Recently, the topic has taken on new importance as corporate farming laws in a number of states are challenged by
agribusiness interests. Defense of these laws often requires evidence from social science research that industrialized
farming poses risks to communities. A problem is that no recent journal articles or books systematically assess the
extent to which research to date provides evidence of these risks. This article addresses the gap in the literature. We
evaluate studies investigating the effects of industrialized farming on community well-being from the 1930s to the
present. Using a pool of 51 studies, we document the research designs employed, evaluate results as to whether
adverse consequences were found, and delineate the aspects of community life that may be affected by industrialized
farming. Of these studies, 57% found largely detrimental impacts, 25% were mixed, finding some detrimental impacts,
and 18% found no detrimental impacts. Adverse impacts were found across an array of indicators measuring
socioeconomic conditions, community social fabric, and environmental conditions. Few positive effects of industri-
alized farming were found across studies. The results demonstrate that public concern about industrialized farms is
warranted. Scholars often debate whether research should be oriented around disciplines’ accumulated body of
knowledge or, conversely, provide critical knowledge in the public interest. Social scientists’ long-term
engagement in building the body of research on industrialized farming allows for accomplishment of both
objectives.
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Introduction states and localities particularly in the US farm belt. Nine

states in the Midwest and Great Plains have statutes or

Social scientists have long been concerned with the ef-
fects of large-scale, industrialized farming on communi-
ties. An extensive body of research from the 1930s
onward addresses the risks posed to community well-
being (Lobao, 1990). This same concern is shared by

constitutional provisions that restrict corporations from
engaging in farming or from acquiring farm land.
Although such laws cannot halt structural change in
agriculture, they do control the organizational form of
farm operations based on ownership arrangements

#14840
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(McEowen and Harl, 2006). These laws also serve as a
business climate signal, indicating that corporations may
need to contend with a more stringent regulatory envi-
ronment.

Recently, research on industrialized farming has as-
sumed new importance because farm belt states are facing
challenges to their corporate farming laws. Global agri-
business firms seeking to move to small, often remote
rural communities along with farm organizations repre-
senting large, commercial clientele have sought to over-
turn existing laws. On the other side, state governments,
often in alliance with family farm and environmental
organizations have defended existing legislation. The
clash has become one of “capital versus communities,”
whereby corporations use the Interstate Commerce
Clause in an attempt to override state legislation aimed at
protecting family farming and communities (Pittman,
2004). A main defense of corporate farming laws hinges
on social science research: to what extent does the body of
research find that industrialized farming poses risks to
communities? Evidence for adverse effects beyond eco-
nomic lines, particularly social impacts, and across his-
torical periods is needed to support state claims that
regulating industrialized farming is warranted in the
public interest. A problem, however, is that no recent
journal articles systematically assess whether extant
research provides evidence of these effects.

Although numerous empirical studies on the commu-
nity impacts of industrialized farming exist, little pub-
lished work appraises the body of research as a whole,
and no study draws together findings to date about
detrimental impacts. This hampers development of a
cumulative knowledge base and social scientists’ ability
to address a significant public issue.

Our purpose is to address the gap in the literature. We
synthesize findings from eight decades of research. We
document the types of studies conducted, evaluate results
as to whether adverse consequences were found, and
delineate aspects of community life that may be affected.
The importance of these tasks is two-fold: our goal is to
provide a systematic evaluation of research relevant to
social scientists, and to provide states, localities, and
nongovernmental organizations with a synthesis of
findings useful in the public interest. First, we present an
overview of the use of social science research in public
debates about industrialized farming. Second, we take
stock of research to date, focusing on conceptual and
research design issues. Third, we evaluate findings from
51 empirical studies that address the question of detri-
mental impacts. The final section summarizes the results
and considers future directions for research.

Although industrialized farming raises many public
debates, we focus on the degree to which research pro-
vides evidence that industrialized farming jeopardizes
communities. There are important reasons for this focus.

First, concern with the risks of industrialized farming is
widespread across scholarly, policy, and popular audi-
ences, as seen in the serious questions raised about
agribusiness concentration, consumer health, food safety,
ecosystem sustainability, as well as community well-
being (Schlosser, 2001; Lyson, 2004). The most imme-
diate public risks of industrialized farms, however, occur
in communities where they are located. Second, the body
of research on the community impacts of industrialized
farming is motivated foremost by the question of risks.
Researchers are interesting in testing — and in turn,
confirming or rejecting — the hypothesis that detrimental
community impacts may arise, a hypothesis first for-
malized by Walter Goldschmidt in the 1940s (Lobao,
1990). We seek to summarize findings with regard to this
hypothesis. Third, to contribute to current litigation, it is
critical to document whether adverse consequences are
present or absent. The presence of adverse impacts sup-
ports states’ claims that the intent of corporate farm laws
— to protect public well-being — is warranted in the public
interest. The absence of these impacts supports the view
that the state has no legitimate public interest in regu-
lating corporate farming. Lastly, although our focus is the
presence/absence of adverse outcomes, we also note
studies finding positive outcomes.

Research on industrialized farming and the public
interest

Researchers studying industrialized farming are con-
cerned with a distinct structural shift, whereby farms
have become larger-scale, declined in number, and inte-
grated more directly into production and marketing
relationships with processors through vertical or con-
tractual integration (Drabenstott and Smith, 1996: 4).
Small-scale farms (defined here as those with annual
gross sales less than $50,000) made up nearly 79% of the
nation’s farms in 2002 but they produced only 6% of
sales, while the top 3% of farms (those with sales of over
a half million dollars annually) accounted for 62% per-
cent of all sales (National Agricultural Statistics Service,
2006). Accompanying farm scale increases are organi-
zational changes, such as increases in the proportion of
hired to family labor and use of legal incorporation.'
Another organizational shift is a more integrated indus-
try, whose “hallmark” is ““contract production and ver-
tical integration that links farmers to other agribusiness
(Barkema and Drabenstott, 1996: 64).

In classifying farms as “industrialized” as opposed to
“family” operations, the difference between the con-
struct and its empirical measurement must be recognized.
The construct, “industrial farm,” usually refers to a non-
household based production unit. As with nonfarm firms,
industrialized farms have a division of labor: they ‘“are
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owned by one group of people, managed on a daily basis
by another person or group, and worked by yet another
group” (Browne et al., 1992: 30). Researchers studying
industrialized farms invariably refer to both scale and
organizational attributes.” Though distinct concepts,
empirically scale tends to coincide with organizational
attributes (Lobao, 1990; Wimberley, 1987). For the
purpose of synthesizing research, we use the umbrella
term ““industrialized farming” when researchers refer to
either scale or operating attributes of these units. We also
distinguish between scale and operating attributes when
useful and feasible to do so.

Social science research and public debates
on industrialized farming: A brief history

Since the 1930s, social scientists have informed public
debates regarding the community impacts of industrial-
ized farming (Tetreau, 1938, 1940). However, the cata-
lyst behind most studies is Walter Goldschmidt.
Paralleling current controversies, Goldschmidt’s research
involved a state law restricting industrialized farming. In
the early 1940s, Goldschmidt, then employed by the
USDA, conducted a study using a matched-pair of
California communities, Arvin where large, absentee-
owned, non-family operated farms were more numerous,
and Dinuba, where locally owned, family operated farms
were more numerous. The purpose was to assess the
effects of a California law placing acreage limits on
farms. Goldschmidt (1978a: 458) notes: “Large land-
holders throughout the state and corporate interests
generally opposed this provision while diverse church
and other agrarian-oriented interests wanted this law...
The comparative study of Arvin and Dinuba...was
designed to determine the social consequences that might
be anticipated for rural communities if the established
law was applied or rescinded.”

Goldschmidt (1978a) documented the adverse effects
of large-scale farming on numerous community indica-
tors. He found that relative to the family farming com-
munity, Arvin had a smaller middle class, more hired
workers, lower family incomes, and higher poverty.
There were poorer quality schools and public services
and fewer churches, civic organizations, and retail
establishments. Arvin’s residents also had less control
over public decisions and low civic participation.
Goldschmidt’s research report, though first suppressed by
USDA and burned publicly in California, was later
published as Congressional testimony (1968) and as a
book (1978a). Although criticisms of his study exist
(Hayes and Olmstead, 1984), its findings have proved
quite resilient. Decades later, the Small Farm Viability
Project (1977: 229-230) restudied Arvin and Dinuba,
concluding: “The disparity in local economic activity,
civic participation, and quality of life between Arvin and

Dinuba...remains today. There can be little doubt about
the relative effects of farm size and farm ownership on
the communities of Arvin and Dinuba.”

Social scientists neglected the study of industrialized
farming and community well-being for decades, in part
due to the controversy over Arvin-Duniba (Goldschmidt,
1978a). By the 1970s, changes in agriculture and social
science shifts toward more critical perspectives opened
the topic to new scrutiny. Congress conducted inquiries
in which agricultural economists and rural sociologists
testified about the risks to communities posed by indus-
trialized farming (Boles and Rupnow, 1979: 468-469).
The Office of Technology Assessment also commis-
sioned a series of studies on the topic (Swanson, 1988).

Historically, concern with industrialized farming and
community well-being proceeded irrespective of com-
modity (Lobao and Meyer, 2001). Since the 1990s,
attention has turned to large integrated livestock
producer/processor enterprises (DeLind, 1998; Guess-
Murphy et al., 2001; Wright et al., 2001), the current
source of controversy over corporate farming laws.

The current period: Corporate farming laws
and the Commerce Clause

Nine farm belt states — South Dakota, North Dakota,
Oklahoma, Iowa, Minnesota, Wisconsin, Nebraska,
Missouri, and Kansas — have statutes or constitutional
provisions that restrict corporations from engaging in
farming or agriculture or from acquiring, purchasing or
obtaining land for agricultural production (National
Agricultural Law Center, 2006). Other specific regula-
tions encoded in these laws vary by state.’

When these laws have been challenged on the basis
that they violate the Equal Protection Clause, Due Pro-
cess Clause, Privileges and Immunities Clause and
Contract Clause of the US Constitution, courts have
consistently upheld their constitutionality (Pittman,
2004). In 2003, however, in South Dakota Farm Bureau,
Inc. v. Hazeltine, the Eighth Circuit Court held that a
voter-approved amendment to the South Dakota consti-
tution was unconstitutional because it violated the dor-
mant Commerce Clause of the US Constitution. The
dormant Commerce Clause is characterized as the neg-
ative implication of the Commerce Clause, the courts
interpreting it as “States may not enact laws that dis-
criminate against or unduly burden interstate commerce”
(Pittman, 2004: 3). Closely following the South Dakota
decision, the US District Court of the Southern District of
Towa held in Smithfield Foods, Inc. v. Miller that Iowa’s
corporate farming statute also violated the dormant
Commerce Clause. The two cases marked the first time
whereby corporate farming laws were challenged on the
basis of the dormant Commerce Clause (Pittman, 2004).
In both cases, the source of these challenges came from
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integrated livestock producer/processors seeking to ex-
pand operations and encountering barriers due to existing
legislation.

The dormant Commerce Clause creates a new use for
research on the community impacts of industrialized
farming: documenting the legitimate public purposes that
the challenged corporate farming law serves. In deciding
dormant Commerce Clause challenges to state laws,
courts apply a two-tiered analysis. First, the court
determines whether the challenged law discriminates
against interstate commerce. Second, the court subjects
the law to the “strictest scrutiny.” Here, the courts will
determine the law to be constitutional only if it can be
demonstrated that the law is intended to accomplish a
legitimate public interest and there were no other meth-
ods to accomplish that objective. Although the court may
not find the law discriminatory, it still may find it
unconstitutional under the second tier of the dormant
Commerce Clause (Pittman, 2004: 4). When corporate
farming laws are challenged, one of the legitimate public
interests postulated by their defenders is that industrial-
ized farming can harm communities — requiring evidence
as to the presence or absence of adverse community
effects. In recent cases (South Dakota Farm Bureau, Inc.
v. Hazeltine and State of North Dakota v. Crosslands)
efforts to document the legitimate public purposes that
the corporate farming law serves has fallen upon social
scientists as expert witnesses who draw upon extant
research investigating the community effects of indus-
trialized farming (Lobao, 2000; Stofferhan, 2006).
Another recent case (Gale and Bruning v. Jones), an
appeal filed in 2006 to uphold Nebraska’s overturned
corporate farm law, also draws directly from social sci-
ence research on the topic.

Research on industrialized farming and community
well-being

Numerous studies spanning different time periods and
regions question the effects of industrialized farming. To
provide a summary response, it is first important to
explain the complex conceptual issues involved and
research designs employed to answer the question.

Conceptual issues involved in determining the effects
of industrialized farming

In assessing the effects of industrialized farming, a set of
research issues must be considered. Although no one
study can address all these issues, they should be con-
sidered cautionary parameters in documenting the risks
posed to communities. In particular, studies may only
assess direct, economic impacts of industrialized farming
and overlook social impacts, providing an incomplete

response to the question of community risks that estab-
lishes the legitimate public interest component of the
dormant Commerce Clause.

Industrialized farming should be studied using indicators
of farm organization and not only scale

Although scale and organizational attributes overlap,
analysts often employ scale alone as a simple proxy
measure. Scale is usually measured by sales or some-
times acreage. As a measure of industrialized farming,
scale is limited because: (1) family owned and operated
farms may be large scale owing to technology; and (2)
scale alone does not fully capture organizational fea-
tures of industrialized farming thought to put commu-
nities at risk. Organizational measures of industrialized
farming include: vertical integration of corporations into
farming; contract farming arrangements; absentee own-
ership; dependency on hired labor; operation by farm
managers as opposed to family members; and legal
status as a corporation. With regard to legal status,
family and non-family-held corporations should be
distinguished.*

To adequately assess risks to community well-being,

an array of outcomes should be considered

Often research centers on economic performance such as
employment growth and misses other aspects of commu-
nity well-being that may be at risk. Research reviewed
below points to three major types of outcomes from
industrialized farming impacts on: socioeconomic well-
being; community social fabric; and local environment
conditions. Socioeconomic well-being refers to standard
measures of economic performance (e.g., employment
growth, income levels, and business activity) and to a
broader range of indicators of material conditions (e.g.,
poverty rates and income inequality). Community social

fabric refers to social organization, the features of a com-

munity that reflect its stability and quality of social life.
Impacts on community social fabric are seen in indicators
such as: population change; social disruption indicators
(e.g., crime rates, births to teenagers, social-psychological
stress, community conflict, and interference with enjoy-
ment of property); educational attainments and school
quality; changes in social class structure (e.g., decline of
the local middle class, in-migration of low wage workers);
health status indicators; civic participation (e.g., decline in
voluntary organizations and voting); changes in gover-
nance, such as loss of local control over community
decision-making; and resource/fiscal pressures on local
government due to increased need for public services and
diversion of public funds to subsidize agribusiness
development. Environmental outcomes include quality of
local water, soil, and air, energy use, and environmentally
related health conditions.
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Industrialized  farming has direct and indirect
consequences for community well-being and both
consequences should be considered

Studies limited to immediate, direct effects miss the
manner by which industrialized farming fully affects
communities. Although analysts recognize the potential
for indirect consequences, the pathways by which these
occur are still not well articulated. Here we provide a
synopsis of potential direct-indirect paths, drawing
from several studies (Boles and Rupnow, 1979; Lobao,
1990; MacCannell, 1988; and NCRCRD, 1999).

Industrialized farms directly influence communities:
through the quantity of jobs produced and the earnings’
quality of those jobs; by the extent to which these farms
purchase inputs and sell outputs locally; and by affecting
local environmental conditions. Owners/managers of
industrialized farms also may directly influence local
government and community decision-making in eco-
nomic development and other public-interest areas rele-
vant to local quality of life.

First-order, indirect effects on local socioeconomic
conditions occur because the quantity and quality of
jobs generated and purchases and sales of local goods
by industrial farms affect: total community employ-
ment, earnings, and income (e.g., economic multiplier
effects); the local poverty rate; and the level of income
inequality. First order, indirect effects on local social
fabric occur because: the quantity of jobs generated
by industrial farms affects population size; and
both the quantity and quality of jobs generated
affect social class composition, such as when an
increase in hired farm workers reduces the propor-
tion of the local middle class. Another first-order,
indirect effect stems from greater influence of outside
owners/managers: local control over decision-making
can erode and community conflict can increase, since
the interests of industrialized farmers are often
detached from or contrary to the interests of local
residents.

Second-order, indirect effects on local social fabric
work through first-order effects listed above. Population
size and social class composition are related to: indica-
tors of community social disruption, such as crime,
family instability, the high school dropout rate, and
conflict resulting in civil suits; demand for schooling,
public assistance, health, and other social services;
and the property tax base (Boles and Rupnow, 1979;
Murdock et al., 1988; Freudenburg and Jones, 1991;
NCRCRD, 1999). Decline of local control over decision-
making also creates problems associated with poor
governance. These problems include the potential for
diversion of public resources toward financial incentives
for agribusiness developers and thereby the loss of public
revenues to support local schools, services, and infra-
structure.

Differences for social groups within the community
should be considered

Changes in farming can affect social groups differently,
based upon residents’ age, class position, proximity to
industrialized farms, and other attributes (Barlett et al.,
1999). The elderly and poor may be affected by rising
costs of housing and services whenever large corpora-
tions migrate to a rural community (Summers et al.,
1976). In communities with large, confined animal
feeding operations (CAFOs), residents who live closer to
the operation often report inability to enjoy their prop-
erties and physical/psychological problems related to
odor (Schiffman, 1998; Schiffman et al., 1998; Wing and
Wolf, 1999; Reisner et al., 2004; Constance and Tunistra,
2005). Property closer to CAFOs has been found to fail
to appreciate in value relative to places further away
(Seipel et al., 1998). Income generated by industrialized
farms (compared to family farms) appears less likely to
trickle down to different social classes, with some studies
finding that income inequality is greater in communities
where industrialized farming is greater (Crowley and
Roscigno, 2004; Lobao, 1990). Income inequality,
proximity to industrialized farms, and other measures
tapping the well-being of different social groups can shed
light on more diverse community impacts.

Long-term as well as short-term consequences

should be considered

Industrialized farming puts a community on a path of
development whose consequences are not fully manifest
in one or two years. For example, Lobao (1990) found
some impacts were manifest a decade later. Counties
with greater industrialized farming in 1970 had signifi-
cantly lower income, higher poverty, and greater income
inequality the next decade, net of other local conditions.

Research designs employed to assess the effects
of industrialized farming

Social scientists employ primarily four different research
designs to study the impacts of industrialized farms. Each
design has inherent strengths and limitations in com-
prehensively addressing the conceptual issues delineated
above.’

Case study designs provide in-depth analysis of
the consequences of industrialized farming in a single or
multi-community site. Usually, a comparative case study
design is implemented whereby communities char-
acterized by industrialized farming are contrasted with
communities with a different farming pattern (usually
moderate-size, family-owned and operated farms). A
comparative case study design allows communities to be
matched on similar site characteristics, such as economic
base and location relative to metropolitan centers, which
helps to control for extraneous factors that influence the
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relationship between farming type and community well-
being. Examples are the studies by Goldschmidt (1978a)
and NCRCRD (1999). The strengths of case studies are
the following. (1) They provide detailed information
about how both scale and organizational aspects
of industrialized farming impact community well-being.
(2) They provide detailed information about outcomes
for a great many indicators of socioeconomic well-being,
social fabric, and the environment. (3) They trace
the direct and indirect effects of industrialized farming. (4)
They can address short-term as well as long-term
outcomes. The inherent limitation of case studies is that
detailed findings are produced about industrialized farms
in specific site communities at the expense of producing
less detailed findings over a greater number of research
sites. Case studies also vary as to how well extraneous
factors influencing the causal relationships of interest can
be controlled.

Macro-social accounting designs involve statistical
analysis of secondary data from federal and other
sources to document relationships in local social struc-
ture (MacCannell, 1988). Areal units such as counties,
towns, and states are the research focus. To assess the
consequences of industrialized farming, analysts usually
compare its effects relative to smaller or moderate-size
family farm units. Multivariate statistical techniques are
used in order to assess the effects of farm structure net
of other community conditions. Examples are Gilles and
Dalecki (1988), Lobao (1990), Crowley and Roscigno
(2004), and Irwin et al. (1999). The strengths of these
studies are the following. (1) They provide results that
are generalizable across many communities, states, and
the nation. (2) They provide results about industrialized
farming using measures of scale and organization.
Customary scale-based measures of industrialized
farming include farm size in sales, such as the pro-
portion of farms above some gross annual sales
threshold, or acreage above a certain size. Customary
organizational-based indicators include: the proportion
of farms organized as corporations or non-family-held
corporations; proportion of farms with full-time hired
labor; annual costs of hired labor per farm; and pro-
portion of non-resident farm operators. (3) Macro-social
accounting designs provide results about a variety of
socioeconomic well-being and social fabric indicators
and some environmental indicators. (4) They address
short-term and long-term relationships between indus-
trialized farming and community well-being. The
inherent limitation of these studies is that they usually
depend on secondary data which constrains measures of
industrialized farming, outcomes, and time periods of
study. For example, some organizational measures
of industrialized farming, such as vertical integration
of farm wunits are not available over time across
communities.

Regional economic impact models use linear pro-
gramming methods to estimate impacts on employment
and income for regions, states, counties, and cities. These
studies focus on the integration of business enterprises in
markets and use statistical packages, such as variants of
input—output analysis, to model backward and forward
linkages with enterprises in other industries and to esti-
mate resulting local impacts. Costs and benefits of dif-
ferent firm-level practices can be estimated. Examples are
Heady and Sonka (1974), Marousek (1979), and Deller
(2003). The strengths of regional economic impact
models are the following. (1) They provide detail about
economic performance, such as the number of jobs and
total income produced by firms or industries in a region
or community. (2) They can provide projected estimates,
so that impacts of not yet existing firms can be appraised.
Limitations of regional economic impact, input-output
models for the study of farm impacts are well known
(Guess-Murphy et al., 2001). In brief, models involve
assumptions about relationships not actually found in the
community but depend on estimates from past years and
different places. Indicators of industrialized farming and
its impacts are also limited. Farm scale is analyzed, not
the organization of production. These studies do not
examine certain socioeconomic indicators, such as pov-
erty and income inequality, and social fabric indicators,
nor do they usually address long-term impacts.

Survey design studies use samples of populations from
any number of communities. Researchers employ inter-
views or questionnaires to collect data on how industri-
alized farming affects residents or a particular social
group exposed to industrialized farming as compared to
those who are not exposed (such as residents in family
farming communities). Multivariate statistical procedures
are used to assess the effects of farm variables on indi-
viduals’ well-being, controlling for other attributes.
Examples of survey design studies are Heffernan and
Lasley (1978), Poole (1981), Wing and Wolf (2000). The
strengths of these studies are the following. (1) They
provide detailed information about how both scale and
organizational aspects of industrialized farming impact
individuals and families. (2) They provide detailed,
in-depth information about outcomes for many indicators
of socioeconomic well-being and social fabric, tapping
issues such as community participation, stress from local
conflict, and health and environmental concerns. A major
limitation is that cost considerations usually restrict sur-
veys to specific states and communities and to one time
point.

Findings from empirical studies

As shown above, any single study assessing the impacts
of industrialized farming is inherently limited due to
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research design and comprehensiveness. It is therefore
useful to evaluate the body of work that spans different
research designs, measures, regions of the country, and
time points. To do so, we employ an integrative research
review, an assessment across individual studies that pro-
vides a comparison and integration of empirical findings
(Jackson, 1980; Cooper, 1989; Gough and Elbourne,
2002). Integrative research reviews are useful in drawing
conclusions when a number of different empirical studies
exist that examine the same research question.® We build
on such a review by Lobao (1990) who evaluated the
empirical studies on the community impacts of industri-
alized farming conducted from 1930 to 1988.

The strengths and limitations of integrative research
reviews are discussed in a growing literature (Cooper,
1989; Gough and Elbourne, 2002; Young et al., 2002).
An often noted methodological issue is selection of the
pool of empirical studies. As in other types of research,
sampling criteria for selecting observations (i.e., indi-
vidual empirical studies) varies according to the
researchers’ objectives, while time and resources will
limit the scope of work. Integrative research reviews
thus are rarely exhaustive pools. In our analysis, the
selection of empirical studies was based on two criteria
important to establishing the legitimate public interest
component of the dormant Commerce Clause: the need
to provide consistent historical evidence on the impacts
of industrialized farming; and the need to draw from
leading scholarly sources. In litigation on corporate
farm laws, the evidence that carries the most weight in
court is peer-reviewed journal articles and books. To
develop the pool of empirical studies, we surveyed the
literature from 1988 to the present. We first examined
journals relevant to the topic, followed by books, pro-
ceedings, and other major scholarly sources currently
available electronically. We found 25 empirical studies
since 1988 that addressed the topic. We combined these
with the 26 studies in Lobao’s (1990) analysis for a
total of 51 empirical studies that form the basis of our
analysis. These studies represent major research on the
topic, but due to selection criteria and the inherent
limitations of research reviews, they are not exhaustive
of past work.’

We followed Lobao’s (1990) methodology in classi-
fying the studies along the following criteria: research
design, as described above; regions of the country
analyzed; use of scale and/or organizational indicators
in measuring industrialized farming; types of commu-
nity well-being impacts analyzed; and results. With
regard to indicators of industrialized farming, most
studies examine farm scale; organizational characteris-
tics are examined less frequently. The studies examine a
wide variety of impacts as shown below. While all
center on the impacts of industrialized farming, most
formally seek to test the hypothesis that where farms

are larger scale or industrialized in terms of organiza-
tional characteristics, they have a negative impact on
the indicator(s) of community well-being, relative to
smaller and/or family-owned and operated farms.
Appendix A presents each of the 51 studies classified
along the criteria above.

Integrative research reviews are increasingly used to
inform policy, particularly in health and education
(Gough and Elbourne, 2002; Young et al., 2002). Recent
litigation on corporate farm laws has ushered in the need
for their extension to inform policy on agriculture and
community well-being. Here, our analysis focuses on
two sets of findings. We first document the types of
adverse community impacts identified across studies.
Then, we assess the extent to which studies in total find
the presence/absence of detrimental impacts of industri-
alized farming.

Types of risks to communities reported across studies

Community impacts were grouped into three categories
described earlier: socioeconomic well-being indicators
(e.g., income levels, poverty, and unemployment); indi-
cators of social fabric (e.g., population change, social
class, civic involvement, quality and types of community
services, population size and composition, and social
disruption indicators such as stress and crime); and
environmental impacts. The studies analyzed report that
industrialized farms are related to relatively worse con-
ditions for the following community impacts.

Socioeconomic well-being

1. Lower relative incomes for certain segments of the
community: greater income inequality (income
polarization between affluent and poor), or greater
poverty (Tetreau, 1940; Heady and Sonka, 1974;
Rodefeld, 1974; Flora et al., 1977; Goldschmidt,
1978a; Wheelock, 1979; Lobao, 1990; Durrenberger
and Thu, 1996; Peters, 2002; Deller, 2003; Crowly
and Roscigno, 2004: Lyson and Welsh, 2005).

2. Higher unemployment rates (Skees and Swanson,
1988; Lyson and Welsh, 2005).

3. Lower total community employment
(Marousek, 1979).

generated

Social fabric

1. Population: decline in population size where family
farms are replaced by industrialized farms; smaller
population sustained by industrialized farms relative
to family farms (Heady and Sonka, 1974; Goldsch-
midt, 1978a; Rodefeld, 1974; Wheelock, 1979;
Swanson, 1980).
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2. Class composition: social class structure becomes
poorer (increases in hired labor) (Goldschmidt, 1978a;
Harris and Gilbert, 1982; Gilles and Dalecki, 1988).

3. Social disruption:

e increases in crime rates and civil suits (NCRCRD,
1999);

e increased general stress, social-psychological prob-
lems (Martinson et al., 1976; Schiffman et al.,
1998);

e swine CAFOs associated with areas having greater
social vulnerability, high poverty and minority
populations (Wilson et al., 2002);

e greater childbearing among teenagers (Lobao,
1990);

e deterioration of neighborly relations (McMillan and
Schulman, 2003; Smithers et al., 2004; Constance
and Tuinstra, 2005; Jackson-Smith and Gillespie,
2005).

4. Civic participation: deterioration in community orga-
nizations, less involvement in social life (Rodefeld
1974; Goldschmidt 1978a; Heffernan and Lasley
1978; Poole 1981; Lyson et al. 2001; Smithers et al.
2004).

5. Quality of local governance: less democratic political
decision-making, public becomes less involved as
outside agribusiness interests increase control over
local decision-making (Tetreau, 1940; Rodefeld,
1974; Goldschmidt, 1978a; McMillan and Schulman,
2003).

6. Community services: fewer or poorer quality public
services, fewer churches (Tetreau, 1940; Fujimoto,
1977; Goldschmidt, 1978a; Swanson, 1980).

7. Retail trade: decreased retail trade and fewer, less
diverse retail firms (Goldschmidt, 1978a; Heady and
Sonka, 1974; Rodefeld, 1974; Fujimoto, 1977,
Marousek, 1979; Swanson, 1980; Skees and Swan-
son, 1988; Gomez and Zhang, 2000; Foltz et al.,
2002; Smithers et al., 2004; Foltz and Zueli, 2005).

8. Reduced enjoyment of property: deterioration of
landscape, odor in communities with hog CAFOs
(Schiffman et al., 1998; Wing and Wolf, 1999; Wing
and Wolf, 2000; Wright et al., 2001; McMillan and
Schulman, 2003; Reisner et al., 2004; Constance and
Tuinstra, 2005).

9. Health: neighbors of hog CAFOs report upper respi-
ratory, digestive tract disorder, eye problems (Wing
and Wolf, 1999; Wing and Wolf, 2000; Wright et al.,
2001; Reisner et al., 2004; Constance and Tuinstra,
2005).

10.Real estate values: residences closest to hog CAFOs
experience declining values relative to those more
distant (Seipel et al., 1998; NCRCRD, 1999; Wright
et al., 2001; Reisner et al., 2004; Constance and Tu-
instra, 2005).

Environment

1. Eco-system strains: depletion of water, other energy
resources (Tetreau, 1940; Buttel and Larson, 1979;
NCRCRD, 1999).

2. Environmental consequences of CAFOs: increase in
Safe Drinking Water Act violations, air quality
problems, increased risks of nutrient overload in soils
(NCRCRD, 1999).

Conclusions reported about impacts by study

The studies above indicate the types of community
conditions associated with industrialized farming. To
what extent do the studies overall provide evidence of the
risks of industrialized farming? As noted, with regard to
public interest defense of corporate farm laws, a count of
studies where detrimental impacts were found is needed.
If research shows that industrialized farming may jeop-
ardize aspects of community life, this provides evidence
to support the state’s claim that laws restricting it are
warranted; alternatively, few or no negative impacts
undermines this claim. We classified studies according to
whether the researchers report: largely detrimental
impacts; mixed findings (i.e., authors report only some
detrimental impacts were found); and no detrimental
effects. Classifying the studies is somewhat complex
because each may test a number of relationships about
industrialized farming. We placed studies into detri-
mental/no detrimental outcome categories based on
whether the findings for the majority of relationships
tested consistently fell into either of these two categories.
Remaining studies are those where researchers found
some detrimental impacts but other relationships were
mixed, as described further below. Appendix A presents
these results individually for each study.

Out of the total 51 studies, authors report largely
detrimental impacts in 29, some detrimental impacts in
13, and no evidence of detrimental impacts in nine. Thus,
82% (42 out of 51) of the studies report finding some
negative impacts of industrialized farming. Table 1 pre-
sents the classification of findings by research design.

Of the 29 studies where social scientists found pre-
dominantly detrimental impacts, the following points
should be noted. First, these studies use the four major
types of research designs described earlier, comparative
case study, macro-social accounting, regional economic
impact models and surveys. Studies reporting detrimental
impacts exist across all time periods and regions of the
country. These studies report adverse outcomes for
socioeconomic well-being, social fabric, and environ-
mental conditions, using both scale and organizational
measures of industrialized farming. In sum, the studies
provide a great deal of evidence over many years by
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Table 1. Summary of studies examining the effects of industrialized farming on community well-being.

Findings with regard to detrimental effects

Detrimental Mixed No detrimental
Research design
Case study 5% of 0
Macro-social accounting 12° 78 8
Regional economic impact 3¢ 2h 0
Survey 74 2 1*
Other design 2¢ 0 0°
Total (N = 51) 29 (57%) 13 (25%) 9 (18%)

?Goldschmidt (1968, 1978a), Small Farm Viability Project (1977), Constance and Tuinstra (2005), Whittington and Warner (2006),
McMillan and Schulman (2003)."Fujimoto (1977), Goldschmidt (1978b), Buttel and Larson (1979), Swanson (1980), MacCannell
(1988), Durrenberger and Thu (1996), Lyson et al. (2001), Peters (2002), Wilson et al. (2002), Crowley and Roscigno (2004),
Smithers et al. (2004), Lyson and Welsh (2005).“Gomez and Zhang (2000), Foltz et al. (2002), Deller (2003).dTetreau (1938, 1940),
Heffernan (1972), Rodefeld (1974), Martinson et al. (1976), Poole (1981), Wing and Wolf (1999, 2000), Reisner et al.
(2004).°Seipel et al. (1998), Schiffman et al. (1998).!NCRCRD (1999), Wright et al. (2001).8Flora et al. (1977), Wheelock (1979),
Harris and Gilbert (1982), Skees and Swanson (1988), Flora and Flora (1988), Gilles and Dalecki (1988), Lobao (1990).hHeady and
Sonka (1974), Marousek (1979).'Heffernan and Lasley (1978), Jackson-Smith and Gillespie (2005)./Heaton and Brown (1982),
Swanson (1982), Green (1985), Buttel et al. (1988), van Es et al. (1988), Lobao and Schulman (1991), Barnes and Blevins (1992),

Irwin et al. (1999).%Foltz and Zueli (2005).

researchers using different research designs, about the
risks of industrialized farming.

Of the 13 studies where social scientists report some
but not consistently negative impacts of industrialized
farming, the following points should be noted. These
studies provide mixed findings, in that while adverse
effects on some community indicators were found, at
least one of the following also occurred: (1) industri-
alized farming had no statistical relationship with other
indicators (i.e., there was an absence of any relation-
ship); (2) industrialized farming had a trade-off effect,
with beneficial effects on certain indicators; (3)
industrialized farming did not consistently produce
negative impacts for all time periods or regions; or (4)
industrialized farming produced effects beneficial for
some groups but detrimental to other groups. Mixed
findings are evident to a greater degree in regional
economic impact and macro-social accounting studies
(see Table 1). Regional impact studies tend to show
costs-benefits for economic performance indicators,
with larger farms injecting greater total income into the
community, but also producing less employment rela-
tive to smaller farms (e.g., Heady and Sonka, 1974;
Marousek, 1979). Macro-social accounting studies
often test a number of relationships, adding to the greater
potential of mixed findings. Lobao’s (1990) study is an
example. For counties in the contiguous states, industri-
alized farming had no relationship with poverty and
median family income at either of two time points (1970
and 1980); however, industrialized farming was related to
higher income inequality at both time points and also to

lower family income, higher poverty, and higher income
inequality across time (i.e., counties with greater indus-
trialized farming experienced declines in well-being over
the1970—-1980 decade).

Other research designs also provide examples of
mixed findings. An example of a case study showing
mixed effects is Wright et al. (2001) conducted in six
counties with CAFOs in Minnesota. This study found
that CAFOs had: positive effects for farmers who
expanded their operations; detrimental effects for
neighbors to CAFOs whose ability to enjoy their prop-
erty deteriorated; detrimental effects for younger and
mid-sized producers unable to expand because expansion
by others had restricted their access to markets; and no
effects for those who were not neighbors or who were not
expanding. A survey (Jackson-Smith and Gillespie,
2005) also found mixed effects for the impacts of large-
scale, hired-labor dependent dairies on community social
relations. Farm size was the strongest predictor of
neighbors’ complaints about dairy operations, but
demographic attributes of dairy farm owners had a
greater effect on their relationships with neighbors than
did farm size or use of hired labor.

The nine studies that found no detrimental impacts
of industrialized farming used mainly macro-social
accounting designs and tended to analyze only indica-
tors of socioeconomic well-being. Lobao’s and Schul-
man’s (1991) study is an example. They examined
whether industrialized farming was related to higher
family poverty across agricultural regions in the US for
1970-1980. They found no significant relationship in
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any of the four regions analyzed. Finally, a recent
survey design study (Foltz and Zueli, 2005) found no
evidence that large farms are unlikely to purchase
locally once the presence of local suppliers was taken
into consideration. Instead, they demonstrated that
purchasing patterns are commodity specific and deter-
mined by community attachment, and local supply
considerations.

To what extent are there positive impacts
of industrialized farming?

While our focus has been on the risks of industrialized
farming, an alternative question is whether industrialized
farming promotes community well-being. First, overall
studies are more likely to report benign, that is, nonsig-
nificant effects of industrialized farming, than they are
any positive impacts. (Appendix A reports positive
findings in the results column by study.) In the nine cases
where no detrimental impacts are shown, six (Swanson,
1982; Buttel et al., 1988; Lobao and Schulman, 1991;
Irwin et al., 1999; Flotz and Zueli, 2005; Jackson-Smith
and Gillespie, 2005) find little relationship between
industrialized farming and community well-being. Only
three (Heaton and Brown, 1982; van Es et al., 1988;
Barnes and Blevins, 1992) report largely positive effects.
Second, in the 13 studies reporting mixed findings, eight
(Heady and Sonka, 1974; Flora et al., 1977; Marousek,
1979; Wheelock, 1979; Harris and Gilbert, 1982; Giles
and Dalecki, 1988; Skees and Swanson, 1988;
NCRCRD, 1999) find some positive effects for different
variables and/or for different types of model specifica-
tions. Positive impacts are almost entirely limited to
socioeconomic conditions. In particular, where positive
impacts are found, it is usually between farm scale (not
organization) indicators and greater community income
(Wheelock, 1979; Harris and Gilbert, 1982; Skees and
Swanson, 1988; Barnes and Blevins, 1992). In sum, if
the research question were recast to appraise the benefits
of industrialized farming, 11 (22%) of the 51 studies
would provide some evidence of positive impacts.

Summary and conclusions

Social scientists often debate whether empirical research
should be oriented around disciplines’ accumulated body
of knowledge or, conversely, address the public interest
and provide critical knowledge to build civil society
(Burawoy, 2005). The stock of research produced on the
community effects of industrialized farming contributes
to both objectives. Recent challenges to state corporate
farming laws usher in a new need to build this body of
research.

This study addresses the longstanding question, does
industrialized farming pose risks to the well-being of
communities, through evaluating the findings of studies
from the 1930s to the present. Based on a sample of 51
studies, we found that 82% provide evidence of adverse
impacts (57% reporting largely detrimental effects and
25% some detrimental effects). These impacts were
reported in studies using various research designs and
across different time periods and regions. Beneficial
effects of industrialized farming were few and confined
largely to income-related socioeconomic conditions.
Twenty-two percent of studies provide evidence of these
effects but only 6% (three studies) report largely bene-
ficial effects.

The types of community impacts reported by social
scientists were detailed earlier and are seen in the fol-
lowing general relationships. First, for socioeconomic
well-being, industrialized farming tends to be related to
higher income inequality, indicating it is less likely to
sustain middle-class communities. Places with higher
income inequality are also prone to other social problems
because economic gaps are wider. With regard to other
socioeconomic impacts, regional economic impact
models are likely to report greater total income generated
by industrialized farming relative to family farming.
However, findings for income inequality suggest that
income growth is impeded from trickling down to all
community members. Second, studies assessing conse-
quences for the social fabric of communities often find
detrimental impacts. Industrialized farming affects the
social fabric of communities through altering population
size and social composition which in turn affects social
conflict, family stability, local class structure, community
participation, and purchasing patterns. Case studies
report the loss of local autonomy and greater influence of
outside agribusiness. Third, studies on large animal
confinement operations report environment problems
affecting air and water quality and human health.

Although this study provides a comprehensive sum-
mary to date regarding the impacts of industrialized
farming, it has limitations. The purpose was to docu-
ment the findings regarding the presence/absence of
risks posed by industrialized farming to communities, to
contribute to public debates and litigation regarding the
public interest intent of corporate farm laws, and to
provide an integrative research review for social scien-
tists. Thus the study is limited in scope largely to
understanding the risks posed by industrialized farming,
although we do note studies finding positive effects.
Integrative research reviews are inherently limited by
the selection criteria of the pool of studies for analysis.
As explained earlier, selection of studies was based on
the need to provide historical coverage and focus on
major scholarly works, particularly journal articles and
books. While these selection criteria are important to
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establishing the robustness of evidence in court cases on
corporate farm laws, other empirical work is inherently
excluded. Also, research on the topic continues to grow,
limiting any global assessment. Though we have cap-
tured much of the major research, we cannot claim to
have an exhaustive pool of studies.

Based on the empirical studies reviewed here, some
generalizations can be drawn for researchers and
government and nongovernmental organizations con-
cerned with the future impacts of industrialized farming.
First, where industrialized farming expands we can
expect distinct effects on communities’ socioeconomic,
social fabric, and environmental well-being. Communi-
ties that receive industrialized farming are likely to
increase population relative to other communities (that is,
if local family farmers are not displaced). They are also
likely to experience greater income inequality; govern-
ment services for the poor and other disadvantaged
groups are likely to be needed. These communities will
encounter stresses in the social fabric, particularly
increased community conflict. In the case of large live-
stock confinement operations, communities will be at
risk for environmental and health problems, entailing the
need for government intervention. Finally, communities
that lose moderate-size family farms, in part because of
transaction cost advantages (e.g., volume buying-selling)
and public incentives given to industrialized farms, will
lose a base of middle-class producers and experience
population decline and rifts in social fabric. These
communities are likely to have declines in other local
businesses and the property tax base and may require
state aid for social and public services.

This study also suggests a number of directions for
future research. First, our study as well as past work
(Lobao, 1990; Wimberley, 1987) has argued for the
need to improve the conceptualization and measure-
ment of industrialized farming through attending to
both indicators of farm organization and scale. While
scale and organizational measures are often used
interchangeably, researchers should explore their rela-
tionship in more depth and detail, both in terms of
comparing their relative performance, and in deter-
mining the degree to which scale and organizational
measures can be combined to create multi-dimensional
indicators that more fully tap the complexities of
today’s industrialized farming.

Second, the paths by which industrialized farming
affects communities are still not well-understood despite
decades of research. Studies giving greater attention to
conceptualizing and empirically assessing the direct and
indirect paths of community influence are needed.

Third, future work should strive for a more compre-
hensive understanding of the types of impacts generated
by industrialized farming. Most research, particularly
quantitative studies, centers on socioeconomic impacts,

when our analysis shows an array of potential impacts.
Community conflict and decline in civic engagement are
probably the most endemic problems to be expected from
industrialized farming, but their documentation is con-
fined largely to case studies. Long-term as well as short-
term consequences should be examined. Studies often
assume that impacts are homogeneous across communi-
ties. By contrast, the manner by which industrialized
farming affects different social groups remains an
important question.

New directions for methodology should be considered.
Because research designs have different strengths and
limitations, multi-method studies that combine both
qualitative and quantitative approaches to the research
question are particularly useful. In a similar vein, future
research should pursue the use of integrative research
reviews. These could be used to explore the topic in a
more in-depth fashion than we have here, for example,
by focusing only on studies that address a few select
impacts but in much greater detail; or alternatively, by
casting a wider net across the scope of existing studies.

Finally, researchers should give greater attention to
the community factors that mediate the effects of
industrialized farming. For example, a strong civil soci-
ety (Lyson et al. 2001), high quality, non-farm local
employment (Lobao, 1990), a state and local context
supportive of labor unions and a strong social safety net
(Lobao and Meyer, 2001) have been argued to buffer the
potential negative effects of industrialized farming. In a
similar vein, researchers might seek to study positive
exemplars: are there community contexts where indus-
trialized farming has been harnessed to improve local
socioeconomic, social fabric, and environmental condi-
tions?

The role that corporate farming laws play in protecting
rural communities has been alluded to in past research
(NCRCRD, 1999) but only recently addressed in a study
by Lyson and Welsh (2005). They found that counties in
states with anti-corporate farming laws fared better (rel-
ative to those in states without such laws) on socioeco-
nomic indicators, such as having proportionately few
families in poverty and lower unemployment. In com-
paring states with less restrictive and states with more
restrictive laws, they generally found the same results,
better conditions in states with more restrictive laws.
Additional research is needed to explain these findings,
such as whether corporate farming laws per se or broader
aspects of the institutional regulatory environment are
protecting the fortunes of local communities. It is clear,
however, that within states, remote communities distant
from metropolitan centers particularly need state-level
protection. Remote rural communities are often targeted
as operating sites by large animal confinement opera-
tions, but their governments have the least resources to
cope with industrialized farming. They are in weak
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positions to bargain successfully with external corpora-
tions, to regulate their operations once they are in place,
and to protect community social life and environment
overall. State protection from industrialized farming is
most critical in remote communities due, in part, to the
fragility of local government (Lobao and Kraybill, 2005).

In summary, social science research provides sub-
stantial evidence to support the position that public
concern about industrialized farming is warranted and, in
turn, that states have a legitimate public interest in
regulating these farms. This conclusion rests on the
consistency of eight decades of research which has found
detrimental effects of industrialized farming on many
indicators of community quality of life, particularly those
involving the social fabric of communities.

Notes

1. In 2002, more than 95.8% of the nation’s 2.1 million farms
were classified as family operations. Almost 90% were sole
proprietorships and 6% were partnerships. Only 3.5% of all
farms were incorporated, and of these, 88% were considered
family-held corporations by USDA as they had 10 or fewer
stockholders (National Agricultural Statistics Service, 2006).

2. Social scientists measure industrialized farming by both
scale and organizational variables. Scale is usually mea-
sured by sales and sometimes by acreage and real estate
and for livestock operations, animal inventory. The actual
dollar value for scale indicators used by analysts to
indicate a “large-scale” farm will obviously vary by the
time period of study. In addition, what is considered a
“large-scale farm” also varies by regional context and
commodity. Organizational measures of industrialized
farming include: vertical integration of corporations into
farming; production contract farming arrangements;
absentee ownership of production factors; dependency on
hired labor; operation by farm managers; and legal status
as a corporation (family or non-family) or syndicate.

3. Some of these laws date back to the 1930s while others are of
more recent origin. In addition to general provisions about
corporations, some states limit absentee owned farms and
contract farming, and some provide exemptions for certain
types of farms and for some locales. For the regulations
under each state’s laws, see the Community Legal Environ-
mental Defense Fund (2007). For a study rating the restric-
tiveness of each state’s law, see Lyson and Welsh (2005). In
addition to state laws, counties also may restrict the operation
of large farms through zoning and other regulations. For a
discussion of regulatory mechanisms used by counties, see
the National Association of Counties (1999).

4. Farms may be incorporated because of family farmers’
interests in estate planning, greater assurance of business
continuity, limited liability, and income tax advantages.

5. We outline the strengths and limitations that are intrinsic to
each research design. Any individual study will vary as to
how the analysts have exploited the strengths or overcome
the limitations of the design.

6. Integrative research reviews are systematic literature
reviews, a family of methodologies that include meta-
analyses. In integrative research reviews, studies center on
the same research question but vary in other attributes
such as those related to methodology (Cooper, 1989). The
degree of similarity needed for comparison across studies
varies according to the research question. In our case, we
are concerned with a general question about the presence/
absence of adverse impacts reported in studies using the
range of methodologies common to this body of work,
across regions, and across time.

7. To provide historical evidence, a sampling pool across
time is needed. Hence, we used the 26 studies from
Lobao’s (1990) analysis, which covered the 1930-1988
period, then added studies from 1988 to the present. To
compile the studies from 1988—present, we surveyed the
following journals: Agriculture and Human Values, Rural
Sociology, Culture and Agriculture, Sociologia Ruralis,
Southern Rural Sociology, American Journal of Alterna-
tive Agriculture (now Renewable Agriculture and Food
Systems), Journal of Rural Studies, American Journal of
Agricultural Economics, and the International Journal of
the Sociology of Agriculture and Food. Two scholarly
search engines, Google Scholar and Agricola, were also
used. Here we focused on the types of empirical studies
given the most weight in litigation over anti-corporate
farm laws: peer-reviewed journal articles, books, and
other scholarly work from major national outlets. A
number of reports produced for state and nongovern-
mental organizations exist. Some are literature reviews,
not independent empirical studies, and hence are not
included. Empirical studies from experiment station and
extension reports were not specifically included unless the
results were published as journal articles or given at
professional meetings and currently available on a central
website. Studies from dissertations and theses were also
not included unless they too met the same criteria as
above, such as Crowley and Roscigno (2004). Unpub-
lished theses and dissertations are given less weight
overall in court cases and until recently have not been
widely accessible on-line so that attorneys and others can
easily review findings. Theses and dissertations also raise
issues with regard to quality equivalence relative to
journal articles and work by senior scholars. As in any
integrative research review, a limitation of the criteria
used to select the pool of studies is that excellent
empirical work likely exists which falls outside the scope
of the analysis.



Appendix A. Summary of 51 individual studies examining the effects of industrialized farming on community well-being

Study Methodology Region Measures of Community well-being Results
industrialized indicators
farming
Goldschmidt Comparative case study: California Scale/organization Socioeconomic and social Detrimental: variety of
(1968, 1978a) two communities fabric (class structure, local community indicators
services and organizations,
politics, retail trade)
Tetreau Survey design study: Arizona Scale/organization Socioeconomic and social Detrimental: increased class
(1938, 1940) 2700 households fabric (class structure) inequality, rise in number
of poor farm workers
Heffernan Survey design study: Louisiana Organization Social fabric (social Detrimental: poorer social
(1972) 138 broiler producers, psychological indicators, psychological well-being,
contract farming community involvement) less community
involvement
Heady and Sonka Regional economic impact: Continental Scale Socioeconomic Mixed: large farms generate
(1974) 150 producing areas [ON] less total community
income but also lower
food costs
Rodefeld (1974) Survey design study: 180 Wisconsin Scale/organization Socioeconomic and social Detrimental: variety of
producers from 100 farms fabric (class structure, community indicators
services, population size)
Martinson et al. Survey design study: Wisconsin Organization Social fabric (social Detrimental: community
(1976) 180 producers psychological indicators) isolation of farm workers
Fujimoto (1977) Macro-social accounting: California Scale Social fabric (community Detrimental: fewer and
130 towns services) poorer quality services
Flora et al. (1977) Macro-social accounting: Kansas Scale/organization Socioeconomic and social Mixed: industrialized
105 counties fabric (class structure, retail farming related to income
sales, crime) inequality and crime but
also to higher income;
other relationships less
consistent
Small Farm Comparative case study: California Scale/organization Socioeconomic and social Detrimental: variety of
Viability Project reanalysis of Arvin and fabric (class structure, community indicators
1977 Dinuba services)
Goldschmidt Macro-social accounting: Entire US Scale Social fabric (agrarian class Detrimental: poorer class

(1978b)

states

except Alaska

structure)

structure
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accounting:
109 counties

fabric (services, population
size)

Appendix A. continued
Study Methodology Region Measures of Community well-being Results
industrialized indicators
farming
Heffernan and Survey design study: Missouri Organization Social fabric (community Mixed: industrialized farmers less
Lasley (1978) 36 grape producers social and economic involved in community socially
involvement) but not more involved in
economic control
Wheelock (1979) Macro-social Alabama Scale Socioeconomic and social Mixed: rapid increases in farm
accounting: 61 counties fabric (class structure, scale related to decline in income,
population size) population, and white collar
workers, but scale also positively
related to income in a cross-time
model
Marousek (1979) Regional economic Idaho Scale Socioeconomic Mixed: large farms generate less
impact: one community community employment but also
greater income
Buttel and Larson Macro-social Entire US Scale/organization Environment (energy usage) Detrimental: industrialized
(1979) accounting: state-level farming conserves less energy
data
Heaton and Macro-social Continental Scale/organization Environment (energy usage) No detrimental: industrialized
Brown (1982) accounting: UsS farming conserves more energy
county-level data
Swanson (1980) Macro-social Nebraska Scale Socioeconomic and social Detrimental: variety of
accounting: 27 counties fabric (population size) community indicators
Poole (1981) Survey design study: Maryland Scale Social fabric (involvement in Detrimental: large farms related
78 producers community organizations) to less community involvement
Harris and Gilbert Macro-social Continental Scale/organization Socioeconomic and social Mixed: industrialized farming
(1982) accounting: state-level UsS fabric (class structure) produces poorer community class
data structure but also greater local
income
Swanson (1982) Macro-social Pennsylvania Scale Social fabric (population size) No detrimental: farm size has little
accounting: effect on change in population
520 communities size
Green (1985) Macro-social Missouri Scale/organization Socioeconomic and social No detrimental: farm size/

organization have little effect on
community indicators
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counties

Appendix A. continued
Study Methodology Region Measures of Community well-being Results
industrialized indicators
farming
Skees and Macro-social Southern US, Scale/organization Socioeconomic Mixed: large farms related to
Swanson (1988) accounting: 706 excluding higher unemployment and
counties Florida, Texas also to poorer conditions over
time, but cross-sectional
models show some positive
effects on income
MacCannell Macro-social Arizona, Scale/organization/ Socioeconomic and social Detrimental: variety of
(1988) accounting: California, capital intensity fabric (population size, community indicators
98 counties Florida, Texas local trade, local
government)
Flora and Macro-social Great Plains Scale Socioeconomic and social Mixed: large farms related to
Flora (1988) accounting: and West fabric (local retail trade, lower retail sales and
234 counties population size) population decline but not
related to poverty or income
Buttel et al. (1988) Macro-social Northeast Organization Socioeconomic and social No detrimental: farm
accounting: fabric (housing, retail organization has little effect
105 counties trade, property taxes) on community indicators
van Es et al. Macro-social Corn belt Scale/organization Socioeconomic and social No detrimental: farm scale/
(1988) accounting: fabric (population size) organization have little effect;
331 counties in a few areas, large farms
related to higher income
Gilles and Dalecki Macro-social Corn belt and Scale/organization Socioeconomic Mixed: farm organization
(1988) accounting: central Plains (hired labor) related to
346 counties poorer conditions but larger
scale related to better
conditions
Lobao (1990) Macro-social Continental US Scale/organization Socioeconomic and social Mixed: industrialized farming
accounting: fabric (teenage fertility, related to higher income
3037 counties infant mortality) inequality and births to teen
agers, and over time to higher
poverty and lower income, but
other relationships not
significant
Lobao and Macro-social US and four Scale/organization Socioeconomic No detrimental: industrial
Schulman (1991) accounting: regions farming has little relationship
2,349 rural to poverty
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Appedix A. continued

Study Methodology Region Measures of Community well-being Results
industrialized indicators
farming
Barnes and Macro-social US Scale Socioeconomic No detrimental: larger farms related
Blevins (1992) accounting: 2,000 to higher income and lower poverty,
rural counties but controls for hired labor show
detrimental impacts
Durrenberger Macro-social Towa Scale, hog farms Social fabric (food stamp Detrimental: large farms related to
and Thu (1996) accounting, 99 counties need) greater need for food stamps
Seipel et al. Hedonic price analysis: Missouri CAFOs Sales prices of farmland Detrimental: reduction in property
(1998) one county (concentrated parcels with and without prices of $144 per hectare within
animal feeding homes 3.2 km of a hog CAFO
operations)
Schiffman et al. Quasi-experimental North Carolina CAFOs Social fabric (social- Detrimental: residents living near hog
(1998) design: 88 matched psychological distress) CAFOs are more depressed due to
individuals who vary by psychological and physical effects
residence near CAFOs of odors
Wing and Wolf Survey design study: North Carolina CAFOs Social fabric (health status, Detrimental: residents of hog CAFO
(2000) 155 residents, three quality of life) community report greater
communities respiratory and gastrointestinal
problems and eye irritations, poorer
quality of life
NCRCRD Comparative case study: Oklahoma CAFOs Socioeconomic, social Mixed: detrimental on most social
(1999) 14 farm dependent fabric (population size, fabric and environment indicators;
counties, one which retail sales, school no appreciable gains in per capita
recruited a hog CAFO drop-out rates, crime, income and jobs; beneficial effects
social conflict, property for a few indicators (increases in
values, and other well- population size, retail sales, and
being indicators), and property values)
environment
Irwin et al. Macro-social Continental Organization Social fabric (residential No detrimental: industrialized
(1999) accounting: 3024 us stability) farming has little relationship
counties to non-migration
Gomez and Regional economic Illinois Scale, focus Social fabric (retail Detrimental: larger farms related

Zhang (2000)

impact models: (1,106
towns and cities )

on hog farms

spending)

to less retail spending, weaker
economic growth
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Appendix A. continued
Study Methodology Region Measures of Community well-being Results
industrialized indicators
farming
Lyson et al. Macro-social US all agriculturally Scale/organization Socioeconomic and social Detrimental: industrialized
(2001) accounting: 433 dependent counties fabric (civically engaged farming related to a less
counties middle class, crime, low civically engaged middle
birth weight babies) class, low birth weight
babies, and greater crime;
the civically engaged
middle class also mediates
other effects of
industrialized farming
Wright et al. Case study: six counties Minnesota CAFOs/scale Social fabric: (quality of Mixed: for quality of life,
(2001) with CAFOs life, community negative effects for
interaction, social capital) neighbors, younger and
mid-sized producers;
positive effects for those
who expanded operations;
no effects for those who are
not neighbors or not
expanding. Community
social capital and
interaction quality declines
Foltz et al. Regional economic Wisconsin Scale Social fabric (farm input Detrimental: larger farms
(2002) impact models: purchases made locally) related to less input
100 dairy farms in three purchases made locally
communities
Peters (2002) Macro-social Iowa, Kansas Organization Social fabric (children- Detrimental: industrialized
accounting: all & Missouri at-risk, composite index of farming related to higher
agriculturally health, education, and children-at-risk scores
dependent counties general welfare)
Wilson et al. Macro-social Mississippi CAFOs Social fabric Detrimental: CAFOs more
(2002) accounting: (environmental injustice) likely to be located census
census blocks in rural block with poor African
counties with swine Americans
CAFOs
Deller (2003) Regional economic Nonmetro US Scale Socioeconomic Detrimental: large farms

impact: 2249 nonmetro
counties

counties

related to slower growth
in per capita income
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Appendix A. continued

Study Methodology Region Measures of Community well-being Results
industrialized farm- indicators
ing
Reisner et al. Survey design study: linois CAFOs Social fabric (perceptions of ~ Detrimental: residents reported
(2004) 109 stakeholders in community problems greater dissatisfaction with CAFOs,
52 counties with swine caused by CAFOs) odors, loss of values of homes, and
CAFOs water quality problems
Crowley and Macro-social accounting: ~ North Central Scale/ Socioeconomic Detrimental: industrialized farming
Roscigno (2004) 1054 counties States organization related to higher poverty and income
inequality
Smithers et al. Survey design study: North Huron Scale Social fabric (community Detrimental: farmers expanding in
(2004) 120 farmers in two County, Ontario involvement, purchasing scale participated less in community
townships behavior, perceptions of activities and organizations and were
community) less committed to sourcing locally
Lyson and Welsh Macro-social accounting:  US all agriculturally Scale/ Socioeconomic Detrimental: industrialized farming
(2005) 433 agriculturally dependent counties organization related to greater poverty and
dependent counties unemployment, with corporate
farming laws mediating these effects.
Counties in states with weak or no
anti-corporate farming laws have
poorer conditions
Constance and Case study design: three East Texas CAFOs Social fabric (general quality — Detrimental: deterioration of quality
Tuinstra (2005) clusters of rural of life, stress, odor, water of life along a variety of indicators
communities with quality, health, property experienced by those living closer
poultry CAFOs values) to CAFOs
Whittington and  Case study design: Ohio Scale Social fabric: (perceptions Detrimental: residents report weak
Warner (2006) two communities of local capacity to capacity of local institutions, feelings
with large-scale dairies manage risks of of hopeless to address problems
large-scale dairies)
Jackson-Smith Survey design study: 836 New York, Scale Social fabric (farmers’ and Mixed: dairy farm size has little
and Gillespie residents from nine New Mexico, Texas, neighbors’ relationships, relationship to most variables, but it
(2005) dairy-dependent rural Minnesota, community involvement, is the strongest predictor of neigh
areas in seven states Utah Wisconsin, neighbors’ complaints about  bors’ complaints
and Idaho odor, flies, and noise)
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continued

Appendix A.

Results

Community well-being

indicators

Measures of

Region

Methodology

Study

industrialized

farming

No detrimental: little

Social fabric (farm input

Scale

Wisconsin dairy

Survey design study:

Foltz and Zueli

evidence that large
farms are less likely

to buy locally.
Purchasing patterns are

purchases made locally)

dependent towns

141 dairy farmers in

(2005)

three dairy dependent

Wisconsin towns
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commodity specific and
not determined by

farm size

Detrimental: variety of

Social fabric (relations

CAFOs

North Carolina

Case study: two CAFO

McMillan and

community indicators

with neighbors, health
and environmental

counties, four focus

groups

Schulman (2003)

concerns, enjoyment of

property, local

democratic participation,

community cohesiveness)
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Chairman Thomas

My name is Steve Perdue and I own and operate a farm near Ray, ND. I come before you this
morning to express my opposition to HB 1371. The conversation around this bill is that
supporters are looking for a small exemption with a limited scope to the current law which was
implemented over 90 years ago by a measure initiated by the citizens of North Dakota.

There is nothing about HB 1371 that is small or limited. It is a full-fledged exemption to
livestock and dairy production that will throw the door wide open to ownership and investment
that can come from anyone and from anywhere. I feel the exemptions created by HB 1371 are
disingenuous and misleading to the citizens of our state. Supporters of HB 1371, tired of
complying with a law that a large majority of ND citizens have supported, have decided we will
call ourselves something different and we then will no longer have to comply with the law. If HB
1371 becomes law, what will hog farmers, dairy farmers, cattle ranchers be called, since they can
no longer be considered farmers or ranchers. I think most will recognize this as an end run
around current law.

I am also concerned that favorable treatment in other parts of the century code that benefit
farmers and ranchers will no longer be available, not only by these operations this exemption is
hoping to attract, but our friends and neighbors currently engaged in these types of agriculture.
Do current agricultural zoning regulations, property tax treatment of farmland, sales tax
exemptions on parts and used equipment, BND programs offered to farm and ranch operations,
etc., still apply to operations no longer considered farmers or ranchers?

There has been a lot of focus on the fact that numbers of hogs, poultry, cattle fed, and the
number of cows milked has fallen behind neighboring states. I feel this is due to something that
all sectors of our state’s economy are hindered by, and not a function of business structure.
Labor is a main ingredient in large scale livestock feeding and dairy operations and we don’t
have it!

I did some unofficial research, and I found the average salary of a dairy farm manager is around
$52,000.00 about the same as a schoolteacher and an employee of a feedlot around $27000.00.
A newcomer to the state is much more likely to go to the oilfields that surround where I live and
earn a salary many times higher than these.

In closing, in my nearly 40 years of operating a farm that has been in my family for years I have
witnessed several attempts to change the corporation farming law. Most have been rejected,
there being a few tweaks along the way. However, I've seen very few meaningful attempts to
incentivize livestock operations, beyond changing this law. Operations today can form family
corporations and LLC’s, non-family members can form several different types of partnerships,
something elected officials untruthfully say isn’t possible, and yet many have done this. Let’s all
sit down in North Dakota and come up with ways we can incentivize livestock, swine and dairy
production and processing that will enable our state’s citizens to benefit, not out of state
corporations.
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1/22/2023

TO: Ag Committee

FROM: Scott German
105 Front St
Oakes ND, 58474

RE: Support of HB 1371

Members of the Ag Committee,

Please accept this letter of support for HB 1371. My name is Scott German, an indebted 4th
generation farmer from Dickey County. | currently farm with my father and my son. Together, we
operate a row crop and livestock farm that includes a 4,000 head swine finishing site.

In 1998, my dad borrowed every cent he could to build a swine finishing site. His sacrifice and
foresight allowed me to join and continue our family farm operations after earning a degree in
Animal Science from NDSU. Diversifying with swine production has allowed our farm not only to
grow but provided the opportunity for my son to come back and become a 5th generation
farmer. This successful venture would not have occurred without the partnership of an
out-of-state entity. | have experienced first-hand the great and sustainable opportunities that can
be done with the partnerships allowed under HB 1371.

I am testifying in favor of HB 1371 as | know first-hand the importance of developing the
livestock industry in North Dakota. Recently, | had the privilege of serving as chairman of the
North Dakota Corn Council for three years. | also served as a founding board member of the
North Dakota Livestock Alliance. In both organizations, our primary goals were to promote and
enhance corn and livestock production and usage within the state. HB 1371 does just that by
providing an excellent pathway for both corn and livestock production and utilization.

The agriculture sector in North Dakota has gone through significant changes over the last 20
years. Allowing North Dakota farmers to partner with out-of-state entities is essential for the
successful future of livestock development within our great state. For those opposing this bill, |
can say with certainty that out-of-state livestock entities are not interested in “buying up” our
farmland. What they are interested in is investing and partnering with North Dakota family
farmers to forge sustainable partnerships to produced finished animals. Large animal livestock
entities willingly invest capital in animals and facilities while leaving the agriculture production to
their in-state partners, ND family farms. | believe HB 1371 has the appropriate safeguards in
place in the event this does not hold true.

With the construction of two new soybean processing plants and the existence of five ethanol
plants, it only makes sense to capitalize on returning more value back to the ag sector. The
meal and dried distillers’ grain (DGG) produced within the state from these plants is a viable
source of cattle feed. | would challenge any opponent to find a better way to add value back to
North Dakota agriculture. When a bushel of grain is loaded onto a train and sent out of state,
that bushel is gone. That exported bushel generates very little, if any in-state revenue. However,
every bushel that is fed to livestock in-state, generates revenue, including but not limited to the



following: the processors, feed mills, livestock owners, veterinarians, truckers that haul livestock,
livestock equipment businesses, and any in-state packers. And if this bill passes, an increase in
in-state packers will occur.

Thank you for your diligent consideration of this testimony. | encourage you to vote yes on HB
1371. The future of my family farm and family farming operations within North Dakota will be

impacted by your decision. Supporting HB 1371 will have a positive impact of family farming in
North Dakota.

Respectfully Submitted,
Scott German

Fourth Generation ND Farmer
Rural Oakes, ND



Testimony on HB 1371
Sarah Vogel, Author, Attorney, Advocate and former North Dakota Commissioner of Agriculture
sarahvogellaw@gmail.com

Thank you for the opportunity to testify against the enactment of HB 1371.

| have written extensively about HB 1371. See, my essay, “Is House Bill 1371 a Trojan Horse? Yes! And
A Trojan Cow, Trojan Pig, Trojan Chicken ....” It can be found at sarahmvogel.com, under “essays”.

This is a very abbreviated summary of the reasons why | think HB 1371 should be rejected, as laid out in
greater detail in the essay referenced above.

1)

Chapter 10-06.1 is not archaic. It has been amended over the years to adapt to modern
business structures. It has repeatedly been upheld by the North Dakota Supreme Court and
federal courts, up to and including the US Supreme Court.

The law is very popular with North Dakota voters; only six years ago it received overwhelming
support by North Dakota voters.

While there are limitations on corporate ownership of farm and ranch land, and corporate
operation of farms and ranches in North Dakota, it is not the case that “freedom applies to
everyone and every industry, except our farmers and ranchers.” What this law does is impose
restrictions on foreign governments, billionaires, and certain corporations; it does not restrict
family farmers and ranchers who have multiple avenues to grow and expand.

Cherry-picked statistics used by Governor Burgum in his State of the State message and Fargo
Forum article are unpersuasive and misleading.

If the legislature believes that North Dakota’s farmers and ranchers need additional capitol or
resources, the legislature should improve the Bank of North Dakota’s loan and investment
programs. Inrecentyears, hundreds of millions of profits of the BND have gone to balance the
state budget. If even 25% of the profits from a typical biennium were diverted from balancing
the budget and instead used to support livestock farmers and ranchers and the industries that
they need (e.g., meat packing plants), there would be no plausible excuse to amend or repeal
Chapter 10-06.1.

The state of North Dakota supports other industries with lavish grants and loan funds, even
though they are not as central to North Dakota as its farmers and ranchers. A prime example is
the Clean Sustainable Energy Authority, which has given $44 million in grants and $250 million in
loans in its very shortexistence. Farmers and ranchers, in comparison, get a pittance and often
have to pay high rates of interest and meet stiff repaymentterms plus pay real estate taxes that
support the infrastructure of North Dakota.

It is very difficult for North Dakota officials or citizens to force a corporate owner of farm and
ranch land to divest itself of farm and ranch land, even if it was acquired in violation of the law
or through deceptive means. The record of the Attorney General’s enforcement of this law is
miserably bad! Weakeningthe law is a terrible idea. It needs to be strengthened instead. Itis
notable too, that the Attorney General’s budget does not indicate any desire to increase the
rigor of its almost nonexistent enforcement of this law.

HB 1371 will benefit corporations and investment funds more than North Dakota family
farmers and ranchers, who will be pushed out of access to affordable land. This competition
will fall especially hard on North Dakota’s most threatened “species” — young and beginning
farmersand ranchers. How can they afford to compete with huge corporations and billionaires?
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9)

10)

11)

12)

13)

14)

HB 1371 will not only have a terrible effect on beginning farmers and ranchers, it also creates
competition for midsized and larger farmers and ranchers who would like to expand. They
cannot compete with corporations such as Smithfield who are fronts for the Chinese Communist
Party, or billionaires like Bill Gates and the many shell corporations where he invests his
personal wealth.

The Bank of. North Dakota has many programs which could help, support and foster growth of
the livestock sector in North Dakota, and that would keep North Dakota farmers and ranchers
on the land and profitable. However, all of these programs need updating, lower interestrates,
better terms, and more funding. The attention of the legislature should be on improving the
services of the Bank of North Dakota for farmers and ranchers. These agriculture loans would
also support local lenders throughout the state. Corporate agribusinesses (like Bill Gates’
Cascade and Cottonwood) won’t affiliate themselves with local lenders or have checking
accounts in local banks.)

The oft-mentioned “limit” or “cap” “cap” of 160 acres in HB 1371is a cruel joke. Repeated
references by the Governor to a 160-acre cap in his “cheerleading” for passage of this law is an
outright deception. Any assertion that HB 1371 does limit acquisitions to 160 acres is
propaganda, falsehood and deliberate double-speak. The plain language of HB 1371 shows it
opens the door to every conceivable type of corporation, as well as governments, foreign or
domestic corporations, business trusts, enterprises, estates, limited liability companies, limited
liability partnerships, and any other legal or commercial entity. Any corporate lawyer who sees
this language will laugh at the “barrier” of having only one “person” per 160 acres. It will be as
easy for a corporate law department to form one thousand 160-acre livestock operations, as it is
to form just one. Bill Gates, corporations owned or controlled by foreign governments, and US
corporations looking for investments that are countercyclical to the stock market have the
resources to hire lawyers to get this done, so that they can buy this land.  These 160 acre
units don’t have to have fences between these parcels; the owners won’t put homesteads on
them, and the managers (who will likely be absentee) of these units won’t be providing the
types of volunteer activities that human beings typically provide (PTA’s, FFA advisors, donations
to country churches).

Nonprofits and conservation organizations — that now face rigorous review before they can
acquire North Dakota farm and ranch land — will have free sailing to buy farm and ranch land in
160 acre units, if HB 1371 is adopted. Farm Bureau’s long-fought battle to keep nonprofits and
environmental organizations from buying farmland and ranch land in North Dakota will be over.
Lawyers for these nonprofits can form 160 acre entities as easily as Bill Gates’ lawyers at
Cascade and Cottonwood Ag. These nonprofits can buy some cattle to put on the land (at least
for a while) and voila, they are exempt.

Rather than a resurgence of the livestock sector under North Dakota farmers and ranchers, it is
a more likely scenario that North Dakotans will become tenant farmers and hired hands, while
the appreciated value of the land will go to corporations, government investors and billionaires.
Farmland values are countercyclical to Wall Street returns, thus it makes sense for wealthy
churches such as the Mormon Church (which is buying farm land at a massive scale),
billionaires, investment firms and foreign governments to “park” their money in North Dakota
farmland.

Will the livestock sector of North Dakota be improved by this law? There is no guarantee and
no way to enforce the “expectation” that livestock will be placed on these 160 acre parcels or an
expectation that resident North Dakota farmers will benefit from this law. The law appears to
be a fagade forthe purchase of valuable farmland by entities that cannot now (for sound public

n



policy reasons) do so. Will there be cattle or pigs or chickens on that land in 2 years, in 5 years,
in 10 years? Who will be monitoring that?

15) Who will force those corporations to divest themselves of that land if they don’t incorporate
livestock into the “farm”? Will the AG’s office enforce the law? | doubt it because the now
allow pipeline executives and Bill Gates’ corporate officers to be the “owners” of farmland and
ranch land. Whatever tatters of Chapter 10-06.1 will be left will be so weakened, that the
remainder of the law will be almost nullified. A strong clue to expectation that no enforcement
will occuris HB 1371’s exemption for reporting to the Attorney General for any new entity that
presents itself as a new entrant to livestock agriculture.

In summary, HB 1371 is a “Trojan Horse” that can cause untold harm to our state, our citizens, the
farmers and ranchers of North Dakota. Instead of adopting HB 1371, the legislature should explore
other ways to help and support North Dakota’s farmers and ranchers and North Dakota’s livestock
sector. There is no need to dismantle protections that have well-served North Dakota for many
decades.

Thank you for the opportunity to submit this written testimony. | would have testified in person or
virtually, but for a prior commitment to present a keynote speech at the annual meeting of the
Northern Plains Sustainable Agriculture Society in Fargo, at the same time and on the same day that
this bill is being heard.

| would be happy to visit with any members of this committee or answer follow up questions. My
email address is sarahvogellaw @gmail.com.

| urge committee members to recommend “do not pass” asto HB 1371.

Sarah Vogel
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Testimony for 1371 in neutral position

Chairman Thomas and Committee, my name is Phil Murphy representing the ND Soybean Growers
Association. Our board of directors has chosen to remain neutral at this time. The board is willing to
have conversations with the bill sponsors and other advocates and remain open and willing to further
the very important growth of animal feeding. | was asked to prompt further outreach to our board
members via email available on our Association website at https://ndsoygrowers.com/contact-us/



https://ndsoygrowers.com/contact-us/

Testimony HB1371

Scott Skokos

Executive Director

Dakota Resource Council

1720 Burnt Boat Dr. Ste 104
Bismarck ND 58503

Testimony in Opposition for HB 1371

Chairman Johnson and members of the House Agriculture Committee. DRC would like to
submit the following comments regarding HB1371.

Chairman Johnson,

My name is Scott Skokos and | am the Executive Director of Dakota Resource Council, a family
farm and conservation organization. Dakota Resource Council was founded in 1978 by farmers
and ranchers that wanted to protect their way of life and interests in the face of widespread
energy development. Dakota Resource Council is opposed to HB 1371 because the bill, if
passed, would open North Dakota to industrialized corporate agriculture.

HB 1371 Will Hurt Family Farms

First, despite what the Governor and others will tell you, this legislation will not help family
farms. In fact, the passage of this bill will threaten the environment and rural communities
because it will allow out of state corporations to purchase agricultural land to build factory farms
in North Dakota. It has been proven time and again that corporate agricultural interests do not
take care of the land and communities as well as family owned farms. Look no further than a
state like lowa, which has massive corporate hog farms and you will see the result of corporate
agriculture. For example Des Moines, lowa’s most populous city recently had to spend millions
of dollars to clean up its drinking water after it was contaminated by manure spreading and
runoff from corporate agriculture operations’. In addition, a recent study showed that the amount
of sewage produced in lowa is equivalent to the sewage that would be produced by 168 million
people. Where does all that poop come from, you may ask? Corporately owned animal feeding
operations.

HB 1371 is unnecessary

Second, If you’ve only been listening to the supporters of this bill, you’d swear that one of the
major obstacles to animal agriculture that are keeping small farmers from making huge profits
off of livestock production is the fact that they can’t join forces with their neighbor across the
street to get the Capital needed to develop an animal agriculture operation, and that state and
local government are actively trampling on the plucky little livestock developers across the state.
Our Governor has made statements saying that states like South Dakota, Minnesota, or lowa

Inhttps://www.circleofblue.org/2020/world/des-moines-river-essentially-unusable-for-drinking-wate
r-due-to-algae-toxins/

#17184


https://www.circleofblue.org/2020/world/des-moines-river-essentially-unusable-for-drinking-water-due-to-algae-toxins/
https://www.circleofblue.org/2020/world/des-moines-river-essentially-unusable-for-drinking-water-due-to-algae-toxins/

are “kicking our butts” in livestock production. This may be true when looking at the numbers,
but that thinking ignores the environmental and social externalities states like South Dakota,
Minnesota, and lowa have experienced as a result of widespread animal agriculture. Issues
surrounding smell, air quality, and water quality caused by confined animal feeding operations
are highly damaging. Counties in lowa with massive animal agriculture operations have some of
the worst air quality and highest rates of asthma in the United States?.

HB 1371 will devastate rural communities

Third, beyond the environmental impacts CAFOs and other forms of corporate animal
agriculture can be socially and economically devastating to rural communities. According to a
Food and Water Watch Report, “Counties that sold the most hogs and those with the largest
farms suffered declines across several economic indicators — including real median household
income and total wage jobs — over roughly the same time period®. These counties also
experienced significant population decline — twice the rate of lowa’s more rural counties.” It
might take people to run the animal farms, and there will be truckers, feed, and some support
industries, but it’s all going to be from one company when they strongarm every competitor out
of business. Continuing the process of vertical integration will kill what's left of our small
communities.

I ion S \lready Exi
Fourth, this law change is unnecessary for North Dakotans because of the incorporation
structures already available in North Dakota. Presently, North Dakota law allows two unrelated
North Dakota resident farmers to partner with each other through general partnerships, limited
partnerships, LLPs, LLLPs, and cooperatives. In fact, the current law even allows unrelated
family corporations to farm or ranch together through any partnership structure. If farmers in
North Dakota want to pool their resources, they can, and they already do through these
structures.

It's time to reject Gov. Burgum’ n

Fifth, it's time to reject Governor Burgum’s misguided agricultural agenda for North Dakota. The
Governor seems to think we need to get our animal agriculture numbers up, but he’s ignoring all
of the other areas where North Dakota excels in agriculture. According to the USDA, North
Dakota ranks number one in the production of 12 commaodity crops. This is despite having what
the Governor calls an archaic law. Rather than taking a major risk by letting corporate animal
agriculture come to North Dakota, we should rather look for ways to continue to improve our
current agricultural economy in a manner that benefits actual North Dakotans over out of state
corporate interests.

If passed HB 1371 will be referred to the voters

Lastly, we want to make crystal clear that if this bill is passed it would not be the end of this
argument. In 2015 a similar measure was passed in the North Dakota Legislature that exempted
hog and dairy operations from the anti-corporate law. In response North Dakotans banded

2 https://ehp.niehs.nih.gov/doi/full/10.1289/ehp.7240
3 https://onlineacademiccommunity.uvic.ca/asri/tag/water/
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together and referred the bill to the voters, where it was solidly rejected by 76% of North Dakota
voters. If this bill is passed, it is almost certain that Dakota Resource Council and others will
band together to refer it to the voters, and our guess is the voters will reject corporate farming
once more.

We recommend a DO NOT PASS vote on this bill.
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Testimony on HB 1371 Jan. 27, 2023

Chairmen Thomas and members of the committee, my name is Richard Roland
from Crosby, ND.

This talk is more about a story than a testimony but the story will reveal the
testimony. This story starts in the 80’s in NW North Dakota where a 10 year
drought was devastating the communities. This was the height of the demise of
the small towns. Crosby lost all four of the car and implement dealerships plus
several other businesses. Some days the dirt was blowing so bad it was like a
snow storm. There was one year in the late 80’s that the only green things in the
county were the needles on the evergreens and the grasshoppers were eating
those. You can see why the community was both mentally and financially
devastated. Most farms and business lost most of their net worth in these years.

In response to these small towns dying, economic development became the buzz
word. Like other towns, Divide County started an Economic Development
program to evaluate our strengths and weaknesses in an effort to identify future
business opportunities. One of the committees set up was the Agriculture
Economic Development Committee which was composed of over 20 farmers and
ag business people who met monthly to both support each other through these
tough times and brain storm ideas to help the community.

Two ideas were adopted with one of these being an alternative crop study to find
crops to replace summerfallow and add diversity, out of this came the
introduction of the pulse crops (peas, lentils and chickpeas) which eventually lead
to the elimination of summerfallow and the introduction of no-till to reduce
future soil erosion.

The other idea adopted was to build a hog farrowing operation which became
Quality Pork. The idea was to produce feeder pigs for sale to local hog finishers
where they could add value to their barley and newly introduce field peas as a
protein source. A Quality Pork board was set up and a long journey begin to bring
this project to the community. Any one who has ever set up a project this size will
understand the complexity of working with lenders, zoning authorities, investors,
building designers, breeding stock selection plus developing the finisher base of
growers. You can imagine the negativity that had to be overcome in the
community that was bleeding financially already. Raising the capital for this



project from local farmers that were already hurting plus convincing bankers who
were not familiar with large scale hog operations, was a big challenge.

In finding the best business model for this project we worked with the financial
people and determined a corporate structure suited us best. With this structure
we could raise money not only from farmers but also from main street and it also
would allow for each group to be represented and rewarded according to their
investment. This was not possible under our state anti-corporation laws.

Enter Senator John Andrist, one of our biggest community supporters, with an
idea to sponsor a bill to make an exception to the anti-corporation farming bill for
livestock units that wanted to raise money to finance these in their local
communities. This bill was written with certain restraints including that 30% of
the owners had to be local farmers. Well, if we didn’t have enough road blocks,
guess who was the Agriculture Commissioner at that time? The one and only Sara
Vogel, for those who don’t know her, her grandfather wrote the anti-corporation
farm bill in the 30’s. We knew this was going to be an uphill battle and | warned
John about the onslaught he was about to on leash.

In a committee setting like this in the early 90’s we faced off with John and |
testifying. Then came the storm from the opposition with Sara leading the
charge. The one highlight of this testimony was when Senator Bill Bowmen asked
Sara an interesting question. | don’t recall the exact words but it asked the
question to Sara “if she would rather let all the feeder cattle and feed grains get
shipped to Colorado to get fed out by a corporate feed lot then to change the
anti-corporate farming law to allow ND communities to invest in this”. Her
answer, as she was sobbing, was YES and she couldn’t understand how anyone
could challenge this law and accused us of us of trying to undermine the whole
law. | personally think we should not allow corporations to own farmland in ND.
We have enough out of state landlords and now we have rich individuals setting
up trusts to buy land. This probably already undermines the intent of the law?
The Senate voted it down with a vote of 32-16. In this process, we also created a
backlash by state government agency’s that cost us additional expenses in legal
fees and also set the project time table back. This was part of the reason for the
future failure of Quality Pork.

As you see we weren’t off to a good start. We finally did set up Quality Pork as a
cooperative, which made the non-farmer money dry up and as a result we were



under financed going in to startup which was also exasperated by construction
delays. In the end we were making payments before we even produced one
feeder pig. To raise more money under the cooperative model was not possible
with the farmers who were already in financial difficulty. In the end all our hard
work and money went down drain. The financial lenders were more than anxious
to shut us down. | often wondered why, sure we had a cash flow problem but we
were meeting our production goals and starting to look profitable? |sometimes
think this was a backlash from challenging this bill and an attitude by of Ag
Commissioner who at the time promoted small family farms and wanted this
project to fail.

So this is my story. | hope this helps you in decision on this legislation.

As a foot note: while serving on the SBARE | was a strong supporter of expanding
the livestock industry. I’'m going to leave you with a several recommendations for
your consideration.

1. Please support the SBARE Livestock Development Initiative that is the
number 2 priority in the Extension proposal, this will complement this bill.
Help in financing the capital intense livestock industry is good but it is also
going to take education, organization and research by NDSU to make this
happen.

2. lalso think we have a great opportunity to grass finish or condition some of
our cattle in ND rather than in feedlots. My suggestion is to finance a study
either through the Ag. Commissioner and/or NDSU to look at the potential
for grass finishing and condition cattle in ND. In the future we are going see
increased regulatory pressure against concentrated feedlots. Besides, one
of the big soil health benefits is from grazing animals.

3. Lastly, we need the right infrastructure at the right location to add value to
this livestock industry. This will take coordination and financial incentives

from this legislature.

Richard Roland
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North Dakota House Agriculture Committee
| support HB 1371.

My family has operated a Farm Corporation under the related shareholders
exception since 1990, but this doesn’t work for non-related owners.

| have watched North Dakota’s dairy farm numbers shrink from 2800 to 36 in the
last 50 years.

We need to encourage investment into North Dakota’s dairy industry and these
changes will help to open that door.

New dairy farms have challenges securing a market, transportation to a market,
and financing for the startup. This often requires a larger dairy operation.

The exclusion for milk production if 160 acres or less are held by the corporation
should safeguard the North Dakota farming industry and give an opportunity for
growth in the dairy and other livestock sectors.

| also support the amendment to add a surviving spouse of a related shareholder.

We are concerned that in another twenty years our related shareholders will
become an issue for our farm to maintain the farming corporation status.

Please consider voting for HB 1371.
Alan Qual

13407 73" ST SE

Lisbon, N.D. 58054

701-680-1210
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Testimony of Jeff Zueger PRODUCERS ASSOCIATION

Director, North Dakota Ethanol Producers Association
In Support of HB 1371
January 27, 2023

Chairman Thomas and members of the House Agriculture Committee,

Thank you for the opportunity to testify before you today, | am Jeff Zueger. | am the CEO of
Midwest Ag Energy which owns two plants in North Dakota, Blue Flint in Underwood and Dakota Spirit
in Spiritwood. | am also a director on the North Dakota Ethanol Producers Association (NDEPA) board,
which represents North Dakota’s six ethanol plants, industry stakeholders and associated businesses. |
am here today on behalf of NDEPA to voice support for HB 1371, which exempts several agricultural
operations from North Dakota’s corporate farming law with the intent of expanding livestock

development within the state.

Thanks to North Dakota’s innovative private sector and supportive state government, North
Dakota’s ethanol industry is strong and diverse. The industry converts 40-60 percent of the state’s corn
crop into more than 550 million gallons of ethanol, 1.5 million tons of high-value livestock feed (distillers
grain) and 20 million gallons of corn oil used in renewable diesel. According to a recent study conducted
by North Dakota State University, the ethanol industry contributes nearly $1.7 billion annually to the

state’s economy and provides thousands of direct and indirect jobs.

NDEPA identified livestock expansion in North Dakota as a top priority during its strategic
planning in the spring of 2022. The state’s ethanol industry produces 1.5 million tons of dried distillers
grains (DDGs), a high-quality, protein-rich feed that is consumed by various livestock. Our plants
currently export 90% of the distillers grain produced out of the state. As our industry makes investments
to lower the carbon intensity of our renewable fuels the energy used to dry this feed has a negative
impact to our primary product. Enhanced livestock development is essential to keeping more of the
product in the state, and this bill provides a more favorable climate for investing in livestock
development projects. We know there is no golden ticket to livestock expansion, so we are open to
discussions with our agriculture industry partners regarding additional strategies to grow the state’s

livestock industry.

Thank you for your time, and | respectfully urge a ‘Do Pass’ recommendation on HB 1371. |

stand for any questions.

1605 E. Capitol Avenue
PO Box 1091 - Bismarck, ND 58502
701.355.4458 - 701.223.4645 (fax) - www.ndethanol.org
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Chairman Thomas and members of the committee,

Thank you for the opportunity to testify today. My name is Shelly Ziesch, | am a 4" generation
farmer and rancher from Pettibone, ND. We run 600 cow/calf pairs and background our calves.
We also raise corn, soybeans, wheat, oats and alfalfa. | stand opposed to HB 1371.

When my husband and | got married we had beef cattle and we also were dairy farmers. March
17, 1997, was the last day we milked cows. At the time, corn was S5 per bushel and the price of
milk was $9 per hundredweight. We hung on as long as we could, but eventually, we just
couldn’t make it pencil out. We loaded the cows on a truck and shipped them away. It still
bothers me to this day. It represents failure.

We have always felt that we got pushed out of dairy farming. Our inspector told us we weren’t
big enough. He was told to crack down on any dairy with fewer than 150 head, because his
bosses didn’t want that size of dairy anymore. We were written up for everything you can think
of, including dust on light bulbs and mud on the driveway at the end of March. Our family’s
story is the same story for thousands of family dairies across the country. Every state is losing
dairy farms, including states that don’t have corporate farming laws.

When we got out of the dairy, we didn’t declare bankruptcy. We worked hard to get out from
underneath that debt through beef cattle. | am proud of how far we have come. Our family
farm and ranch is proof that you can build a successful cattle business from the ground up, and
you can do it under our current laws.

HB 1371 would allow corporations to come in and compete with my family’s operation. That
will only worsen the challenges we are already experiencing in the beef cattle markets.
Currently, the Big 4 packers control 85% of the beef market. The lack of competition among the
packers gives them a lot of control over price. In the last few years, we’ve seen three major
black swan events where consumer beef prices skyrocketed, and cattle prices dropped.

The packers are also trying to reduce cash trades — the sales that happen on an open market at
local sales barns. Cash trades serve as the basis for forward contract, formula and grid prices. As
the cash market shrinks, our local sales barns are pushed out of business and cattle producers
lose price transparency and price discovery.

HB 1371 would allow the packers to have even more influence over cattle production. This bill
would allow the packers to vertically integrate in North Dakota. It doesn’t even require them to
partner with farms and ranches. That would kill our local sales barns and tip the scales even
further against North Dakota ranchers. People tell me | shouldn’t worry about packers owning
feedlots in North Dakota. What in this bill prevents that?

| am frequently asked the question why isn’t there more animal agriculture in ND? One big
factor is our weather. | have ranching friends in many other states and they cannot believe
what we have to go through to raise cattle in the northern climate. We are always either



preparing for winter or working through winter. | don’t know where you were all at this past
April, but my family and | were fighting to save calves during one of the worst April blizzards
and weather events we have ever seen. If | wasn’t working for myself | would have quit, actually
| felt like quitting many, many times, but that would have been failing those cattle that
depended on us for help to survive. Some we saved and some we failed, it was heartbreaking.
The weather will always put us at a disadvantage to other states with better climates so | really
wish you wouldn’t keep comparing our livestock numbers to theirs.

Another thing that would help lead to success of ND ranchers is we need processing in North
Dakota, plain and simple. When we background our calves, we add value to our operation. But
we just can’t capitalize on finishing more cattle when we don’t have the capacity to process
more of them. We do finish out some cattle that are processed locally, but would like to be able
to do more. Transportation costs and access to processors are a large part of the problem. We
could finish more cattle on our operation, and we could do it well, if we had stronger local
markets.

HB 1371 doesn’t solve any problems for my family’s farm and ranch. It would make our current
challenges worse. Please vote no. Thank you. | will stand for questions.
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HB 1371

Chairman Thomas and House Agriculture Committee Members,

As young producers who are trying to begin our livelihood farming and ranching, house bill 1371 brings
fear to my future. Fearful that a corporation with more monetary power than | can imagine would have
open, unrestricted access to control land values, assets, and much more. Because of this monetary and
resource rich power, a small-scale family farm like the one my husband and | operate, could be in
danger. If this law were to pass, we would not be able to remotely compete with the various foreign and
alien corporations that could choose northern Kidder County as their place to operate on. We already
face daily challenges with outside investors, large scale farming/ranching operations, Game and Fish
Program Incentives, and CRP program payments. Because there are already many barriers to success, |
am fearful to what door this bill has the potential to open. As far as | am concerned, corporations are not
in the search to partner with young farm families, but instead doing what corporations do best, better
their bottom dollar and destroying anything in sight to make their profits.

According to this bill, any existing or newly developed corporations, including foreign and alien, would be
able to own cattle backgrounding farms, cattle feedlots, produce poultry, poultry products, milk and
dairy products, swine, or swine products. There would be no limitations on how many acres of land a
corporation would be able to obtain. Yes, the bill states 160 acres per corporation, but it does not limit
the number of acres each entity/corporation could withhold. For example, they could purchase 160
acres of land with their seemingly endless corporation money and name that “Operation 1”. They then
could then purchase an additional 160 acres and name that “Operation 2”. This process could be
continued over and over as this bill has no limitations. There is also lack of reporting and record keeping
within HB 1371. Family operated corporations currently have more stringent guidelines and reporting
requirements compared to what this bill has to offer.

Being a young producer in a state | desire to reside in for many years to come, | am worried that this bill
would destroy farms and the hearts of small communities. | am fearful that non-family corporations
could own cattle, hogs, dairy farms, and produce poultry. | urge you to study what current corporations
are available to those who desire to form partnerships within North Dakota. There are safe practices
where people are able to create partnerships with family and non-family members.

Although the intent of this bill is to improve animal agriculture, there are many other ways that our state
can accomplish this with local funding for local people.

| urge the committee to not pass or recommend HB 1371 as it would have a direct negative impact on
my livelihood. Overall, it lacks structure and opens the door to all corporations where vertical integration
has the opportunity to take out our agricultural life as we know it in North Dakota.

Cassidy Lyngaas

Farmer/Rancher



Mister Chairman and members of the committee, my name is JP Lueck and | farm with my dad
and brother in Spiritwood ND. I'm here in opposition of HB 1371 in its proposed state.

| believe adding corporation as a business structure option is what may open the door to some
unintended consequences for family farmers. Earlier this week | was visiting with a colleague
about an upcoming conference in Omaha, Nebraska. One of the agenda items is to tour Lincoln
Premium Poultry. | said | never heard of it. He replied it’s a company that is owned by Costco
and produces 1 in 4 chickens in the US.

Lincoln Premium Poultry’s is owned by Costco and on their website and/or websites they
reference, they will require 2 million birds weekly to supply the plant. That seems like it could
be a good deal for farmers. However, LPP own the birds, the birds’ genetics, the, feed mill and
they have control of the processing plant. They spec out the land, the barns, everything is per
their standards. The farmer pays for the construction, about a $1.5-2 million investment, and
accepts a non-negotiable 15 year contract with LPP to raise the birds until it’s time to process
them. Is this farming? Is LPP just using the farmer for their land and labor?

An October article in Agweek, talked about an Oakes family farmer who opened a hog barn. He
owns the barn, equipment, the land, and feeds the hogs. An integrator owns the hogs, provides
the feed, and decides when to pick up the hogs. One thing to point out is that he didn’t need
the change in the law to enter into this business relationship. If this law changes, the integrator
could now set up their own farm in North Dakota and could eliminate the need for the farmer
all together.

It is these types of corporate farms that I’'m concerned about. Do we as North Dakota family
farmers want this model to be the future of animal agriculture in our state?

In 2020 when our country shut down for the pandemic, it really showed us how fragile our
current food system is. It showed us how consolidation of our food processing can impact the
entire country. During this time a Facebook page popped up called North Dakota Farm to Table.
Real family farms and consumers joined the site and by-passed the corporate production
agriculture model. Beef, hog, lambs, chickens, eggs, fruits, vegetables, jams, and the list goes on
and on being sold directly to consumers! All of a sudden, the local meat locker had a demand
they couldn’t meet. Really amazing! This is where | think our elected officials could help North
Dakotans. Help facilitate the development of more independent processing facilities so we can
finish our animals in state. | believe more animals would be produced in North Dakota if we
have more locally owned processors versus sending them to out of state to large meat packers
or foreign own processing facilities. This approach may also revitalize our communities. As a
family farmer, | believe this would be way more satisfying way to raise animals, see it processed
at your local meat market or processing plant, and sold at a local or regional grocery store then
to work for Costco and its shareholders.

Thanks,
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JP. Lueck
Farmer
Spiritwood ND
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Chairman Thomas, members of the House Agriculture Committee, my name is Mark
Lyman and | am the economic development specialist for the Minot Area Chamber EDC,
providing testimony on House Bill 1371.

As recently as March 2022, the Minot Chamber EDC was in early discussions with a
Minnesota based company to develop, construct and run an Aquaponics facility in the Minot
region. This 190,000 square foot facility had a minimal footprint on the land and would have fit
best in a light manufacturing zone. The annual outputs of the project would have provided
million of pounds of fresh, green produce and tomatoes — among other options. This produce
has a 7 to 20 day grow cycle, and was targeted to be sold within a 4-hour truck drive of Minot -
helping us mitigate the food desert realities within our state. The roadblockin the early stages
was the law not allowing this innovative form of agriculture that would provide year-round,
locally grown produce to be owned, in part, by a corporation.
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Mr. Chairman, Member of the Committee,
For the record, | am testifying in opposition of HB 1371

My name is Ronda Throener, | am from Cogswell, ND. | am representing my Family owned Farm and
ranch as well as our backgrounding and finishing feedlot. | am also testifying on behalf of my four kids
ages 16-21, who are all very involved in all aspects of our first-generation farm. My husband Kevin and |
started our own cow/calf operation 26 years ago. We were able to purchase 175 cows and 4 bulls from
a bachelor who was wanting to cut down on his workload. We did not have a farm of our own to work
into, so he rented us enough pasture and hay land to sustain our newly purchased herd. He also let us
rent one of his houses and purchased an International M tractor and loader from him to feed our
livestock. Kevin and | started our ranch on our own. The only thing we had was student loan debt, a
couple of junky cars and a dream. We have since moved into raising corn, soybeans and alfalfa. In 2005,
we built a permitted feedlot with the help of an Equip grant and our own money. We are proof that all
of this an be accomplished without corporate investment. Yes, we had to be creative at times and
adjust our operation dictated by markets and where the profit may be. We started out by doing heifer
development for a couple of years, we then did some custom feeding for other producers, we now own
all the livestock we feed weather it is backgrounding, finishing or fattening cull cows for market. Some
of our biggest obstacles are labor, weather, and distance to processing facilities, not access to capital.
Currently we have to ship our finished animals close to 400 miles away in Nebraska. The cost per head
for shipping alone is 50 dollars. Due to the distance and the amount of time spent on a truck the cattle
do not yield and grade as well, therefore further cutting into our profit. | believe our state should invest
in processing facilities to provide more stable markets and easier access to processing, allowing family
farms to feed more livestock. Everyone wants and need to remain profitable or they will not take the
risk.

When visiting with other farmers and ranchers from other states, they are jealous of our laws that don’t
allow non family corporations from owning land and livestock facilities. They are jealous our laws don’t
allow Costco to build a chicken facility to raise their own chickens to sell in their stores, cutting out the
farmer. There are a lot of examples of this. | think ND is a great place to farm and ranch and don’t see
anything wrong with how things are currently. Our state should invest in itself and provide
opportunities for family farms, not corporate farms. Given the right opportunity, family farms will step
up and produce. We need better infrastructure and markets to remain profitable.

| am very proud to be a family farmer and rancher and always introduce myself as such. | don’t want to
introduce myself as a laborer for a corporation, who is limited to what they will only allow me to do.
Family Farms always keep the next generation in mind pertaining to any business decisions,
corporations only have the best interests of their current members, nothing else.

I’'m asking that you please vote NO on HB 1371, my family farm is counting on you.
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Mr. Chairman and members of the committee,

My name is Mary Rude and | am a senior in high school at Dakota Prairie high school. | am a 4t
generation family farmer and rancher. On my family’s farm and ranch, we raise cattle and
organic turkeys. We raise and sell around 30,000 turkeys each year. My parents could not be
here today, so | agreed to represent our family at today’s hearing. We stand in opposition to
House Bill 1371.

My family has been in the turkey business for 60 years. We have evolved over the years. We
also participate in the Global Animal Partnership, which means our farm is inspected more
often than most. It also means we get a higher price for our turkeys. We sell our turkeys to
Northern Pride, Inc., a grower-owned cooperative in Minnesota.

I am my dad’s right hand gal when it comes to day-to-day work on our farm. For our turkey
operation, | help out with pens for the babies when they enter the barn, help make sure the
barns are the right temperature as the babies arrive in March. | work to ensure the shavings are
evenly spread and that the right amount of turkey’s are in each pen. It is a lot of work to make
sure the turkeys don’t trample each other and receive adequate food. We are proud of the fact
that we only lose two to three percent of our turkeys each year, because of how well we take
care of them.

Like all farms, we face our challenges. Drought and blizzards cause have been hard on our cattle
the last couple years. For our turkeys our biggest problems are predators and the avian flu also
know as the bird flu. Another challenge is that to we have to go all the way to a co-op in
Wisconsin to get our organic feed. If we could get organic feed closer to home, that would be a
big benefit to our farm.

Corporate farming would not solve our challenges. | think it would hurt our farm. We take great
pride in our work, and we’re glad we have neighbors we can rely on. One of our biggest
concerns is that this bill does not even require shareholders to be farmers or have any
connection to the community. Those corporate investors won’t go to our church. Their kids
won’t go to our schools. They won’t value our local community the same way that my family
and our neighbors do.

Our farm is proof that you can have a successful family-owned poultry operation. It’s a lot of
work, but it’s work we’re proud to do.

Thank you for listening to my testimony. | will stand for any questions.
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To: House Agriculture Committee

From: Jacy Schafer

Date: January 27, 2023

Re: Proponent Testimony for HB1371 — Relating to agricultural definitions, ownership
exceptions for beekeeping, agriculture support services, cattle backgrounding and feedlot
operations, and raising or producing of livestock by persons that have limited landholdings.

Chairman Thomas, and members of the house agriculture committee, | am Jacy Schafer a fifth-
generation cattle producer from Carson, ND. | write in favor of HB1371, North Dakota is falling
behind in growing animal agriculture in our state. Our current statute is restricting us from being
competitive.

Growing up on diverse agriculture operation, my family is involved in multiple segments of the
beef industry. Looking at the opportunities available to the beef industry in North Dakota we
desperately need cattle backgrounding and finishing facilities. My family currently operates a
backgrounding feedlot but we have to ship our cattle to another state to be finished either in
South Dakota, Minnesota, or Nebraska.

It is time that we add value to North Dakota agriculture and that is what this legislation does.
While, North Dakota has done a great job at exporting by-product and product for our row crops
out of state it is time to source it into growing animal agriculture. | believe that the future of
North Dakota’s agriculture scene will be determined on loosening the restriction that are
currently in place for these facilities to move into our state. We need to start adding value in
North Dakota and not exporting it to our competitive states.

Thank you, Chairman Thomas, for seeing the importance of adding value to North Dakota’s
Agriculture industry. I am looking forward to see where the future of animal agriculture will be
in ten years. | would be happy to answer any questions via email or phone.

Thank you,

Jacy
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Some of the great things about living in rural North Dakota include clean air, freedom, and the
opportunity for small farmers and ranchers to prosper among other North Dakotans. HB 1371 opens the
door to big agriculture and competition with local farmers and ranchers by out-of-state and foreign
corporations. The clean, rural lifestyle myself and others enjoy in Emmons and other rural counties
would become targets of large-scale confined animal feeding operations by investors outside of North
Dakota. With these operations comes the stench that hangs in the air. Have you ever driven down rural
highways in the Midwest and found yourself overcome with a terrible smell for miles on end? Do you
think that ND needs Big Ag? | live in a small farming and ranching community—and not one of us
believes that bringing in Big Ag would be good for our rural communities. Not one.

I have seen the impact of Big Ag moving into a state to set up hog farms while | was earning my degree in
North Carolina. Rural communities east of the capital were rapidly turned from traditional agriculture to
hog farms—many housing 10,000 animals in a facility. After allowing corporate farming through the
legislature, there was a ‘rush’ by companies like Smithfield to submit thousands of permits to the state.
The smell of hog farms hung over eastern NC for years from sewage ponds. Then, a flood occurred in
this area, drowning thousands of hogs, contaminating the ground water, and ruining small homes with
sewage. When legislatures tightened permitting requirements, these companies left NC and moved
their operations to another state that had opened their doors to corporate ag.

| ask you to consider how many ND rural residents really want this bill. How many of us benefit? How
many of us want our clean air polluted by outside operators? How many of us want Big Ag to buy up our
land and push out the small farmer and rancher?
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| urge a no pass vote on HB1371. | believe that these and other measures introduced to
accelerate the development of Concentrated Animal Feeding Operations in North Dakota will
be injurious to the health of North Dakotans.

| recently retired as an Internal Medicine Physician who served ND communities for over 30
years, as well as a tour in Worthington, Mn, the heart of pig farming and processing operations.
The smell of pig manure on surrounding fields made outdoor activity that November, even in
town, almost impossible. But in addition to the obvious odor problem from too much manure
on the landscape, from a human health point of view, | would like you to consider the issues of

1. Antibiotic resistance

2. Viral pandemics

3. Risk to water resources
1.Antibiotic Resistance

We have taken for granted that there is always a safe and effective treatment for any infection.
Unfortunately, because bacteria evolve to resist one or more often more than one
drug( antibiotic resistance), we can no longer assume this is the case.

Antibiotic resistance occurs when a population of bacteria meets an antibiotic; most may be
killed while a minority survive and pass this mutation on to not only its own descendants but
also other types of bacteria around as well. Because more than one gene can be transferred at
a time, multiple drug resistances can occur with one step. It's a numbers game: the more
antibiotics are used, the higher the chance of mutation and the more bacteria there are in one
place, the higher the chance the mutations spread.

The most recent CDC report on Antibiotics Resistance in 2019 reported in the US that at least
2.8 million antibiotic resistant infections occur with over 35,000 deaths. An Emory University
Study in 2014 estimated the cost of antibiotic resistant infection to be 2.2 billion dollars
annually. The January 17,2023 issue of the American Medical Association reported at least a
15% rise in global antibiotic resistant bacteria from 2017-2020.

The medical community strives to promote antibiotic stewardship- using them only when
needed, using the right one and for the shortest time- while also promoting good infection
control measures.

The agricultural community must also do the same but Concentrated Animal Feeding
Operations by definition put a lot of animals ( and their bacteria) in close proximity and
CAFOS’s use a lot of antibiotics. This is the perfect setup for developing antibiotic resistant
bacteria among the workers, in the food produced, in the air, water and soil.

In 2017, low level antibiotic use in feed to promote growth was banned in the US. However,
antibiotics are still allowable to prevent disease in food producing animals. This is like giving
everyone a shot of Penicillin to prevent strep throat. 2015 was the high point of livestock
antibiotic sales with 9.7 million kg sold; this decreased to 6 million kg in 2020, about twice the



amount sold for human use. There are more animals than people and they may weigh more but
this is still a LOT of antibiotic that isn’t used to treat illness, but to maximize profit.
Let’s not make a serious problem worse.

2.Viral pandemics

The havoc wreaked by COVID 19 should be a real wakeup call to the amount of iliness, death
and disruption a viral pandemic can cause. Influenza A, like the SARS virus, mutates regularly,
but usually in a small way so that annually adjusted vaccines are still at least somewhat
effective. Periodically, a major shift develops to which there is no human immunity or effective
vaccine and we know what that looks like.

Shifts occur when the influenza virus from different species end up in the same cell and swap
genes. Swine can be infected by not only swine viruses but also bird and human strains so they
are a potential mixing vessel for a novel strain.

Gregory Gray, director of the Center for Emerging Infectious Disease at the University of lowa
Public Health wrote the following about the swine flu pandemic of 2009 which caused 60
million infections, 274,000 hospitalizations and 12,500 in the US alone:“But the same economy-
of-scale efficiencies that allow CAFOs to produce affordable meat for so many consumers also
facilitate the mutation of viral pathogens into novel strains that can be passed on to farm
workers and veterinarians...” According to Andrew Pekosz, an associate professor of
microbiology and immunology at the Johns Hopkins Bloomberg School of Public Health, newly
virulent strains emerge randomly, by chance. By concentrating so many viruses in one place, he
explains, CAFOs increase the frequency at which more dangerous strains might appear. “This is
all a numbers game,” he says. “The more variants you're exposed to, the more likely it is that
you’ll be exposed to one with altered properties that allows for infection of a new host.”

Do we want to press our luck?
3.Threat to water resources

Siting CAFQO’s away from precious water resources and preventing damage to ground
and surface waters should be a given. | have no confidence, after reviewing the permits
for new CAFQO’s, renewals for existing CAFO’s and the Livestock Manual which may or
may not have the force of law, that this is a priority. Allowing almost 10,000 head of
cattle to be situated over an aquifer on land which has a water table within a foot of the
surface seems risky at best. A CAFO which has been in existence since then late 70’s
has demonstrated repeated failures to adhere to the number of permitted animals, tardy
responses to leaking tanks and unlined manure pits, poor required record keeping- all
without penalty.

Why would we want to go whole hog into CAFQO’s without a regulatory system is
concise, well funded and have clear penalties for violations. Protection of clean water
should be the priority, not promoting profit at any cost.
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Opposition to HB 1371
Chairman Johnson and members of the House Agriculture Committee,

Please oppose HB 1371. | humbly echo the valid points brought by many others who
oppose this bill; HB 1371 presents an unnecessary risk to small and and mid-size
producers and threatens the economic livelihood and public health of rural communities
at large.

| am not a farmer, | come from a family of teachers and accountants. | understand the
need for capital investment and innovative solutions to support farm business and
economic livelihood. But the potential benefit of investment via the exemptions codified
in HB 1371 do not outweigh the risks to rural communities.

Just less than a decade ago, voters made it clear North Dakotans oppose exemptions
for animal operations in the anti-corporate farming law. Today, we can see past the
shallow promises behind HB 1371. Rather than ushering in the next generation of
agriculture, these exemptions set us up to repeat recent history and ignore lessons from
other midwest states, where large-scale hog and dairy operations have pushed out
smaller farms and have out-paced any safeguards for public health and water quality.

Diversified and value-added agriculture should be a part of a prosperous North Dakota,
but paving the path forward should be a thoughtful process, rather than a hasty
exemption poised to allow corporate takeover of land and communities.

As a resident, | value how historic protections have allowed small and mid-size
producers to continue as a pillar of North Dakota’s heritage. As a consumer, | seek
regional diversified food and other agriculture-based products that don’t threaten rural
livelihood. As a neighbor, | trust the groups of producers and concerned rural
constituents who urge you to uphold, not decrease the protections of the anti-corporate
farming sections of the North Dakota Century Code. Please truly listen. Please oppose
HB 1371.

Thank you for your consideration.
Olivia Johnson

Jamestown, ND
Resident and Dakota Resource Council Member
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Testimony of Andrew Mauch, President
North Dakota Corn Growers Association
In SUPPORT of HB 1371

January 27, 2023

Chairman Thomas, Vice Chair Beltz, and members of the House Agriculture Committee,

Thank you for allowing me to share our support of House Bill 1371. For the record, my name is Andrew Mauch,
and | am the President of the North Dakota Corn Growers Association (NDCGA), which is the voice of the more
than 13,000 corn growers across the state at the grass roots level for issues that impact corn producers. | farm

near Mooreton, ND with my family.

Last month, Governor Burgum joined NDSU at the Capitol to unveil a first of its kind comprehensive study of the
economic contribution of agriculture in the state. For the year 2020, agriculture contributed nearly $31 billion to
the economy and more than 110,000 jobs. Agriculture has an incredible impact on the economy and the lives of

North Dakotans. We believe the future of agriculture in North Dakota is promising.

HB 1371 will expand opportunities to support and grow agriculture in North Dakota. We have seen the
opportunities adding livestock to operations has provided for producers in neighboring states. HB 1371 lays out
a process to expand livestock in the state while still maintaining reasonable restrictions on corporate ownership

of these operations.

Promoting and growing the livestock industry in North Dakota is a top priority for NDCGA. Further developing
livestock in the state will open opportunities for individual North Dakota producers, and will also provide an
additional in-state market for the corn we grow in state. North Dakota annually produces about 400 million
bushels of corn with about half dedicated to ethanol production throughout the state. Each bushel of corn
processed by North Dakota ethanol plants produces about 15 pounds of livestock feed (dried distillers grains),

yielding nearly 1.5 million total tons of livestock feed, including dry distillers grains, a high-protein feed sought



after by livestock producers. Increasing the livestock in North Dakota would expand the currently small in state

market for dry distillers grains, increasing opportunities for corn producers across the state.

The farmgate receipts for animal ag in the state is roughly a dismal 15 percent (85 percent crops), while our
neighbors to the east and south of us have closer to 45 or 50 percent from animal agriculture. These are
tremendous missed opportunities for value-added ag as you have heard today that are hurting our farmers and
our communities, many of which are dwindling from the lack of economic development that animal ag could

provide.

This bill is essential in expanding agricultural development which in turn aids producers of corn and other
commodities in building valuable markets. We urge your support of HB 1371. Thank you for your time today

and | stand for any questions you may have.
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Scott Shively
Box 55

Towner, N.D.

Chairman Thomas and House Ag Committee.

My testimony is in opposition to HB#1371 and all attempts to gut or weaken the
Anti Corporate Farming Law. | have been passionate about this issue for more
than 40 years and am tired of the selfish attempts of those who undue what has
protected and supported family farms and ranches in N.D. for almost 100 years. |
am tired of politics and politicians so | won’t waste my time trying to convince you
of anything.

| defer to the written testimony of Sarah Vogel. While stupidity like 1371 is
advocated for by people like Gov Burgum, NDSA and NDFB, Sarah testimony
speaks to the need to protect the law. The one thing all the farm groups in ND
and nationally is none of them ever saved a farm or ranch. That isn’t true when it
comes to Sarah Vogel.

| am embarrassed and appalled that two of the representatives in my district are
champions of this nonsense. The people and the courts have spoken before in
N.D. . I listened to all of the SD crap at the hearing for 1437 and went home to a
call from a SD ag leader who told me ND can have all their Dutch dairies because
they are fed up with industrial livestock.

Scott Shively
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Testimony in Opposition to HB 1371
Karen Ehrens, RD, LRD
Bismarck, ND

Date: January 26, 2023
To: Members of the House Agriculture Committee

For over 9o years, North Dakota has had a law in place, passed through voter initiative, to help
keep our family farms viable by not giving advantage to corporations. In 2016, I joined with
99,975 other North Dakotans to vote against relaxing the anti-corporate farming law. The
message is clear: North Dakotans support family farming.

There are many questions I ask you to consider about the outcomes after such a bill would pass:

Will there be an increase in diversity of food sources, farm sizes, and kinds of operations?

Will there be an increase in food that is grown and eaten in the state, or more commodity
ingredients leaving the state?

Will there be more people in the state who can access to enough healthy food every day?
Will there be more opportunities and support for new and beginning farmers?

Will this contribute to more locally based, self-reliant food economies?

Will the environmental health of the state be improved or degraded?

Will the social health of our communities be improved or continue to be stretched thin?

Please consider these questions when deciding how to vote on HB 1371.
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Testimony to the House Agriculture Committee Re: HB 1371
January 27, 2023

Good morning,

The back door for corporations to come to North Dakota is already open. You
need to shut it.

My name is Frank Matejcek. I'm a semi-retired farmer/rancher. | have owned
cattle since | was six years old and still do. We have raised Black Angus cattle for
over 40 years. | am a past president of the ND Angus Association. We originally
had a dairy farm until my father sold the Holsteins due to a lack of available labor
The same problem exists today, as you know. My farm was successful in part
because we used Co-ops; from American Crystal Sugar to Thompson Farmers
Elevator, Manvel Oil Co-op, Agri-Valley and others. And always using the ND Mill
as our wheat market. Co-ops pay dividends to patrons and are managed by local
farmers, as you know.

By letting corporations into our state, we will lose local control. We need local
farmers and ranchers controlling our businesses, not meatpackers. Local farmers
and ranchers have respect for their animals and the land. Corporations focus on
the profits they can return to shareholders.

In a related issue, you probably heard about a Chinese corporation called Fufeng
buying 370 acres of prime farmland just south of my farm to ostensibly build a
wet corn mill. They paid $26,000 per acre. They wooed the city of Grand Forks
with promises of jobs and a huge infusion of money. To help pay for the necessary
infrastructure, the city used their powers of annexation over 400 acres of
Falconer Township, including 40 businesses that have been there for over 60
years. A name change to “Fufeng USA” does not make them an American
company.



| urge you to respect the will of the people of North Dakota who have already
voted down corporate farming, on any level. | also urge you to adopt legislation
forbidding foreign ownership of either agricultural or industrial land in
subsequent legislation.

Thank you,

Frank Matejcek

4150 N. Columbia Rd.
Grand Forks, ND 58203

Ifmatejcek@invisimax.com

701-740-5038
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North Dakota Stockmen’s Association
Testimony to the House Agriculture Committee on HB 1371
Jan. 27, 2023
Good morning, Chairman Thomas and members of the House Agriculture Committee.
My name is Julie Ellingson and I represent the North Dakota Stockmen'’s Association, a
93-year-old beef cattle trade organization comprised of more than 3,100 cattle-

ranching members.

The North Dakota Stockmen’s Association appears in support of HB 1371, which
provides some exemptions to North Dakota’s anti-corporate farming law, allowing
those in the animal agriculture space, including cattle feeders and finishers, to raise
capital and manage risk with business tools available to entrepreneurs in other

industries.

Interestingly, cattle feeding and its application under the anti-corporate farming law
were the topics of two separate North Dakota Attorney General opinions - one in May
1960 and another in October 1962. In each of those opinions, the AG ruled that
individuals may form a corporation to operate a feedlot without violating the
provisions of Chapter 10-06, provided that the corporation does not raise any of the
cattle or feed it will use and, instead, purchases all of its cattle and feed. HB 1371 simply
codifies those determinations to make it clear that these allowances are available tools

for those wishing to pursue that option.



As the committee dives into this bill, we would like to work with you on some minor
language changes in the definitions of cattle backgrounding and finishing feedlot. Our
aim is not to change the intent, but, instead, replace ambiguous terms such as

“commercial” and “market” that have caused confusion in other areas of law.

Thank you for the opportunity to testify. We ask for your favorable consideration of this

bill.



OPINION
60-39

May 17, 1960 (OPINION)
CORPORATIONS
RE: Corporate Farming Law - Corporate Feedlot

This in reply to your request for the further clarification on the question whether a
corporation would be barred or prohibited from operating a "feedlot" under chapter 10-06
of the N.D.R.C. of 1943.

Basic facts are as follows: A group of local people contemplate an incorporated business
venture for the purpose of owning and operating a feedlot. The principal operation would
consist of buying range livestock for the purpose of feeding, upgrading, and then reselling
in a few weeks or months. You further submit the additional information that the
corporation would not raise any cattle or feed itself. All the feed would be purchased
instead of raised by the corporation.

The term "farming" is not quite as broad as the term "agriculture." The term "agriculture"
embraces in its general meaning many items, phases, and facets of the science of
cultivating the ground, planting of seeds, raising and harvesting of crops, the raising,
feeding and management of livestock, tillage, husbandry or farming. The term as used in
chapter 10-06 | do not believe is used in its broadest sense. The view is supported when
we consider the intent and purpose of said chapter.

The original act, an initiated measure, was entitled, "An act prohibiting corporation farming
and relating to corporations acquiring and holding real estate not necessary in the
operation of their business."

It is observed that the title refers to prohibiting corporation farming. Considering the title
and the body of the act, it strongly appears that the intent and purpose of the act was to
prohibit corporation farming. The term "agriculture” as used in the text of the act adds little
if anything to the term "farming." The term "agriculture" apparently was used in its
restricted sense.

The body of the act, chapter 10-06, except for section 10-0601 is devoted almost entirely
to the conditions and provisions under which a corporation may acquire and hold
farmland. It also sets out the length of time such land can be held and how the land must
be disposed of after a certain time. This strongly supports the aforesaid intent and
purpose of the act.

The operation of a feedlot is not farming in the common accepted meaning. The
operators of the feedlot in question would not be raising livestock; neither would they be



OPINION
62-69

October 19, 1962 (OPINION)
CORPORATIONS
RE: Operation of Feed Lot as Corporation - Limitations

Your office has advised that you are confronted with a problem in
filing articles of incorporation under chapter 10-06 of the North
Dakota Century Code. The question which has arisen is whether or not
a farmer in general agricultural pursuit may establish a feed lot for
cattle as a separate corporate entity apart from his general cattle
raising and grain farming activities. The question also has arisen
on the operations of a similar nature, such as hog feeding, turkey
raising, broiler operations and dairying. Your facts do not disclose
how these other operations are to be conducted.

The original act, an initiated measure, was entitled "An act
prohibiting corporation farming and related corporations acquiring
and holding real estate not necessarily in the operation of their
business." In examining the provisions of chapter 10-06, we come to
the conclusion that it was primarily designed to prevent corporations
from acquiring large tracts of farmland and farming same. It also
appears from the title and body of the act that the intent and
purpose of the act was to prohibit corporation farming.

The term "agriculture" is a broad comprehensive term which embraces,
in its general meaning, many phases and operations of the science of
cultivating the ground, planting seeds, raising and harvesting crops,
raising feed and managing livestock. It also embraces tillage of the
soil, husbandry and farming. The term "agriculture" is used in
chapter 10-06 but it is in connection with the term "farming." This
is indicative that the term is used as synonymous with the term
"farming" and that it is not used in its broad general sense. The
term "farming" is not as broad as the term "agriculture." Farming is
a phase of agricultural pursuit.

The court in TOWN OF LINCOLN v, MURPHY, 40 N.E.2d., 453, held that
premises devoted entirely to raising nearly 2100 hogs for which no
food was purchased thereon and not equipped with farming implements
or buildings for housing of livestock did not constitute a farm
within the town zoning bylaws. The court observed that the premises
were devoted entirely to the raising of hogs and that the food
furnished to the hogs was not produced on the premises.

On May 17, 1960, this office issued an opinion to the Securities
Commissioner on the question whether or not "feed lot" operations by
a corporation were prohibited under chapter 10-06 of the North Dakota
Century Code. In this opinion, it was held that where the feed lot
operators (the corporation) bought the cattle and bought the feed and
merely put the two together, it was not in wviolation of chapter
10-06. The crux of the opinion was that where the corporation did
not raise the cattle or the feed, it was not, in the true sense,
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Testimony in Favor of HB 1371
Good morning, Chairman Rep. Thomas and members of the House Ag
committee.
My name is Kenton Holle. | represent the North Dakota Milk Producers
Association speaking in support of HB 1371. This would be the Ham and
Cheese Bill 2.0!
| am a third generation Morton County Dairy man. My wife and | are
transitioning our farm to our son Andrew, his wife Jennifer and there 4
children to pave the way for generation 5 to be Morton County dairy
farmers.
We do not take this privilege of continuing the dairy tradition lightly. It
is because of the generations before me that made the industry what it
is to withstand the years and to continue to grow.
We are blessed to be a family that farms! We have seen the
disappointment of families that for all the valid reasons are not able to
continue on with the next generation. We also know the loss of a
dream for a younger generation that is not able to operate a farm.
Please don’t take my comments as being conceited, or judgmental of
any one no longer continuing the family traditions. | have nothing but
compassion for those families!

What | am going to critical and judgmental of is those individuals who
have risen to the cause of not allowing a diversification of ownership
and management opportunities for our farm families.

Ham and Cheese Bill 1.0 was shot down by organizations and
individuals that were flinging the word corporation around like the
Boogie man of 2015! They still are boasting of the 75% of the people in
the state who voted did not want corporate farming. What did this
negative campaign accomplish? Virtually nothing, it did not pave the
way for any new and unique methods of developing and financing
livestock development. The campaign then and now is exploiting the
negative impacts of developing farms in our communities!



But what has been done to strengthen those communities in the
absences of the plan that was shot down! Nothing!
As | reflected on the lost opportunities of families to pass on the farm,
why has that happened if our state is such a safe haven for family
ownership. Why have our communities declined if we are safe from the
influence of large corporate farms?
If our current laws and business structure is so good, why have we seen
a decline in the states livestock industry?
We have a State-owned Bank that is not being utilized to provide for
the growth of our number one industry. BND could be the difference
that some of these families needed to keep the family on the farm. No
solutions have been presented to better utilize our states Bank!

| am upset to be here again talking about the same thing! [ am
also upset that we have heard and will continue to hear the same
rhetoric about corporations that we heard last time.

The claim is that this bill will push the cost of land out of reach for
the local farmers.

Have you been to a farm land sale lately? If we don’t have the
influence of corporate farms on the sale of land than how come the
500-acre farm doesn’t stand a chance against the 20,000-acre farm
when it comes to adding that quarter of land adjacent to his farm. One
thing about the size of some of the farms and the acre grab that is
going on it makes it very easy for the average farmer to go to a land
sale when the bidding starts at what he anticipated being his highest
price and going up from there! | know first-hand that the room full of
hopeful land buyers gets narrowed down to just a few in a hurry! So
don’t believe for a minute the corporate ownership of 160 acres is
going to push the land price out of reach. It already is happening! Who
is pushing out the smaller producer it is not the corporate structure
that is not here!



It is assumed that the 160 acres will be bought, that is not
necessarily so it could be the share of one of the owners.

About these 160 acres if this facility is a beef or dairy operation it
is going to take almost every acre of that. Considering the housing for
cattle, the storage of feed, a site for manure containment. Machine
storage, a shop, owners and workers housing. A hog facility would have
a smaller footprint not requiring the entire 160 in to the corporation.

This livestock facility would then be the hub for neighboring
producers to be included in the ownership of the facility without a risk
to their existing farm. They would have the benefit of adding value to
the crops they produce by marketing it to the corporation. Enjoy the
benefits of a profitable year. Also, they would have the ability to benefit
form the application of the livestock manure on their land. Not just the
farmer investor benefits but other farmers can do the same thing.
These sorts of arrangements are happing now so it’s nothing new, just
the potential for more to benefit from it is real.

A cattle operation requires dedication, a desire to work with
livestock, the resilience to make the good times hold over through the
bad times. Those aren’t the sort of things that a foreign owner or a
corporate giant are interested in. 160 acres and a livestock facility in ND
is probably not on the radar of a corporate GIANT.

The other scare tactic that is used is the corporate farm structure
will kill the states dairy industry. We have enough time that our
neighboring states have passed us by to look at their situation.
Minnesota and South Dakota continue to add cows and farms. They
develop in communities where they are welcomed. they build a spirit
of cooperation and entrepreneurship.

South Dakota has 9 cheese or milk processing plants Minnesota
has more than a dozen! That is not by accident!



| will sum this up by reflecting back on my opening remarks of the
loss of our family traditions. Our states agriculture industry has many
family farm success stories and there will continue to be.

We also cannot close our minds to the success that has been
achieved by those farms that are able to use this tool to structure,
manage, transfer and operate their farms. | wish the same thing for the
great farmers in this our great home state of ND!

Thank you for the diligence you will put into making this decision.

Please send this bill HB1371 out of committee with a DO PASS!

THANK YOU
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Testimony of
Mark Watne
North Dakota Farmers Union
Before the
House Agriculture Committee
January 26, 2023

Chairman Thomas and members of the committee,

Thank you for the opportunity to testify on House Bill No. 1371. My name is Mark Watne, and |
serve as the president of North Dakota Farmers Union (NDFU). NDFU opposes HB 1371.

NDFU firmly believes that food production should be in the hands of family farmers and ranchers.
We believe family farmers and ranchers are the foundation of our rural communities, our economy,
and our state’s social fabric. Because of that, NDFU has always advocated for policies that ensure
ownership, operation and management of farms and ranches is held by family farmers and
ranchers.

First, | want to address comparisons between North Dakota and South Dakota. It is true that South
Dakota has corporate farming law exemptions for livestock. It is also true that they have increased
livestock production in recent years. But those changes have not saved family farms.

Attached to my testimony are some charts. As you can see, South Dakota has lost 615 licensed
dairy herds since 2003. From 1997 to 2017, South Dakota lost 81% of their hog farms. North
Dakota’s rate of decline was exactly the same. The loss of livestock operations in North Dakota is a
problem we need to fix. But changing the corporate farming law is not the right solution.

We talk about the surplus of soybean meal we will soon have in North Dakota. But we ignore the
fact that North Dakota already has more livestock than we can process. In 2021, North Dakota had
49,000 cattle on feed.! That same year we commercially slaughtered only 12,300 cattle.2 In 2021,
North Dakota had inventory of 113,000 market hogs.® We commerecially slaughtered just 3,700 that
year.*

The reality is, if we want to create better opportunities for livestock production, we have to build out
the supply chain. We have to provide better market opportunities for our farmers and ranchers.

Next, | will turn to the language of HB 1371. As you know, the legislature passed a bill to exempt
swine and dairy farms from the corporate farming law in 2015. Shortly after that bill passed,
NDFU’s Board of Governors chose to refer that legislation. Ultimately, North Dakota voters rejected
the exemptions with a 76% “No” vote. This bill provides those same exemptions but adds more
sectors. | struggle to understand why our members, or the voters, would react to this bill any
differently than they did six years ago.

T USDA-NASS. (2022). Quickstats.
2 Id.
3 /d.
4 Id.
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Some have said we need this change to allow unrelated farmers to partner with each other. The
current law already allows that. Unrelated farmers can already form general partnerships, limited
partnerships, LLPs, LLLPs, and cooperatives. Our current law even allows multiple family
corporations to come together through any partnership structure. This bill goes much further than
allowing unrelated farmers to partner.

Others have said we need to allow farmers and ranchers to access investment from outside
corporations or individuals. Our current law already allows non-farming individuals to invest in
farms or ranches through any partnership structure. It also allows outside entities to invest in
farming or ranching cooperatives. This bill goes much further than allowing farmers to access
outside investment.

This bill allows outright ownership of cattle feedlots and hog, dairy and pouliry farms by any
corporation. The bill does not require that farmers or ranchers are shareholders in that corporation.
It does not limit the number of shareholders involved. It does not require corporations to partner
with farmers or ranchers. This bill would allow meatpackers to own cattle feedlots and hog barns.

We are also concerned that this bill lacks proper enforcement mechanisms. The 160-acre limit in
this bill does nothing to prevent a corporation from using multiple subsidiaries to buy multiple
quarters of land. Enforcing the 160-acre limit itself may also prove challenging. HB 1371 does not
include any monitoring or reporting requirements for these new farms. These operations will not be
subject to the same transparency requirements family corporations are subject to, including
reporting land ownership.

NDFU agrees with the committee’s desire to support livestock development in our state. However,
we do not believe this bill is the right answer. We would fully support an interim study to allow a
more thoughtful, deliberative discussion on this issue. We also believe that study should address
the four elements that were included in South Dakota’s Coordinated Livestock Development
Initiative in 2013:

Develop and communicate a strategic vision for livestock development,

Support a local presence for agricultural development;

Provide resources and training for livestock producers; and

Explore ways to embrace local control when it comes to livestock development.®

i

Thank you for the opportunity to testify. We urge a “Do Not Pass” recommendation on this bill. | will
stand for any questions.

5 Aberdeen News (2013, Jan. 11). 8.D. governor’s coordinated livestock development initiative, four goals set for animal
industry. Retrieved from hitps://www.aberdeennews.com/story/news/2013/01/11/sd-governors-coordinated-livestock-
development-initiative-four-goals-set-for-animal-industry/117182082/.
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Testimony Nicole Donaghy Regarding HB 1371
Executive Director, North Dakota Native Vote
House Agriculture Committee

January 27, 2023

The Impact of HB 1371 as it Relates to the Farming citizenry North Dakota

North Dakota Native Vote opposes the passage of HB 1371. As an enrolled member of Standing Rock
Sioux Tribe, | question if North Dakota’s legislature is willing to relinquish control of state’s fee patent
lands to foreign or domestic corporations for purchase. In doing so, it will also relinquish an
irreplaceable asset that will destroy the livelihoods of thousands of North Dakotans impacted by these
corporate purchases whose lands have been protected for over a century.

In 2016, a statewide vote rejected a weakening of the corporate farm law with 76% of the vote. That
change would have exempted dairies and hog feeding operations. This attempt to again circumvent the
will of voters is a direct action aimed at harming the citizens of North Dakota.

As others have testified, the 160 acre per person rule is simply a dishonest attempt to hide the lack of
regulatory rules that will allow corporations to operate multiple 160 acre plots through creating simply
an infinite number corporations to obtain fee patents that will circumvent any protections that at this
time are unenforceable in regard to the dishonest spirit of the governor's one person, 160 acre only
dassurances.

Should this law take effect, it will undoubtedly impact the diversity of local producers that are reported
in the USDA's 2017 North Dakota agricultural census. Corporations who have the ability to aggregate
and analyze data for their benefit will first target small farms and the small diverse group of local
producers that make up North Dakota's collective group of producers. This will create an irreversible loss
of local land producers.

In addition, the revenue base that will be handed over to corporate interests will also have:;;y
irreversible impact‘son the economy of North Dakota in agriculture.

I've consulted data scientist, Dr. Joseph Robertson on the potential impacts of HB 1371. Below is the
summary of his research and the potential impact of possible corporate takeover of farms in North
Dakota, based on the most recent agricultural census,



4 ‘ Mato Ohitika Analytics LLC
ks Home of the Data Sovereignty Initiative
" ».  Joseph C.Robertson, PhD
LA

Chief Data Scientist
Sioux Falls, SD 57103

MATO OHITIKA  (605) 691-2248

jrobertson@bravebearanalytics.com

| appreciate the opportunity to weigh in on House Bill 1371 regards your testimony on January 27, 2023.
I have assessed some potential impacts of the proposed bill as it relates to the lack of oversight and the
160 acre per person rule. In reviewing some of the previous testimony already submitted to the North
Dakota legislature, it is apparent that the impact of this bill provides no possible recourse exemptions
are made to the anti-corporate laws that are in place in North Dakota.

Let us look at the numbers in a hypothetical scenario in the event that HB 1371 is passed in the possible
average farm, farm size, producer numbers, and the diversity portfolio of those producers.



Exhibit B: Census of Agriculture: North Dakota Page 2
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Rank States .
Sales in Producing 2 Percent of U.S. agriculture sales
($1.000) us.»® Itam
Total 8,234,102 17 50
Share of Sales by Type (%)
Crops 6,680,614 a 50 G 81
Grains, oilsesds, dry beans, as 6,075.358 [ 50 i
Thacts i oey: e ' : 18 Livestock, poultry, and products 19
Cotton and cotonsead - - LA
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Fruits, ree nuts, berries 363 49 50 Land in Farms by Usa (acres)
Nursery, greanhouse, floriculture, sod 8,443 50 50 -
Cultivaled Chrisimas lraas, short rotation Cropland 27.951.676
woady crops 16 a1 50 Pastureland 9,871,762
Woodland 202,789
Other crops and hay 356,019 14 50 Cther 1,315,364
Li k, poultry, and prodi 1,563,488 34 50
Paoullry and eggs 17.568 40 50 Top Countles: Land in Farms (scres)
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Other animals and animal products 75.430 5 50
Total Producars = 41,804 | Percant of farms that: Top Crops in Acras?
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Forage (hay/haylage), all 2,580,672
Age Canola 1,583,502
<33 4544 Fam
35-64 24,849 organically )
65 and oldsr 12,411
Race Sell directly to Livestock Inventory (Dec 31, 201
American Indian/Alaska Native 315 consumers 1 Y Peestmm
Asian 21 Broilars and other
Black or African American 8 meat-typa chickens 5430
Nativa Hawaiian/Pacific Islander 7 Hire 3 1 Calfla and calves 1,835682
While 41,389 farm tabor Goals 6,631
Mara than ons race 164 Hogs and pigs 148,231
Otiverchatscieteti Horsas and ponies 29,423
er characleristics Are famil Lavyers 81,364
Hispanic, Latino, Spanish origin 225 far:;g 9 6 puﬁls (0)
With military service 3835 Sheep and lambs 70,182
New and beginning farmers 8171 Turkeys 575,322
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As you can see on page two of the 2017
Census of Agriculture: North Dakota
provides some important statistics for
lawmakers to study and understand the
long-term impact of HB 1371 based on
these numbers.

Some other important trends to
understand:

e Asyou can see from the market
value of agricultural products
sold, the ratio of crop sales
versus livestock poultry and
products is nearly 4:1. A net
increase in investing in
acreages in feedlots and other
activities contained in HB 1371
will most likely never be able to
match the profitability of the
current land in farms by use.

e In examining the share of sales
by type, there is no way that a
4.1 ratio of sales of crop versus
livestock could ever replace the
profitability of the current land
use in North Dakota. This then
becomes an issue of corporate
takeover of landholdings for
their future benefit and not for
the citizens of North Dakota.

In addition, in examining the diversity portfolio of North Dakota producers, it is apparent that Native
American, Asian, Black or African-American, and other underrepresented minorities will undoubtedly
become targets of corporate takeover and thus divesting in the diversity of North Dakota producers.

It is imperative that lawmakers take stock in all of the unforeseen consequences of providing unlimited
corporate fee patents on single 160 acre plots that will undoubtedly destroy thousands of livelihoods in
North Dakota, Native and Non-Native.




For instance, if corporate interests were to use the
lack of regulation and loopholes in HB 1371 and
acquire 10% of the farms that are currently up to
160 acres, this would amount to approximately
2,600 farms under separate fee patents that could
be used to gain a competitive advantage according
to the per farm average shown in the table to the
right.

Simply taking into account the amount of
government payments for each of those plots we
can see that approximately 416,000 acres could fall
into corporate control and according to the
numbers:

Total and Per Farm Overview, 2017 and change since 2012

“ change
2017 since 2012
Number of farms 26,364 -15
Land in farms (acres) 39,3415 (2)
Average size of farm (acres) 1,492 18
Total ($)
Markel value of products sold 8,234,102 000 -25
Govermnment payments 467,034,000 422
Farm-ralated incoms 710,684,000 +37
Total farm production expenses 7.062,175.000 -3
Net cash farm income 2,345,624,000 -8
Par farm average (53
Markel value of products sold 312,324 «12
Govemment paymanls
{average per farm racaiving) 22770 +48
Fam-related income 38,140 +50
Total larm production expenses 267,872 +14
Net cash farm Income 89.122 -39

1. Each of those farms would receive government payments of $22,770 and collectively represent

$59,202,000 of lost revenue to corporate greed.

2. |If the net cash farm income were sustained than the corporate landholders of the 2,600 farms
would benefit $89,122 and collectively $231,717,200 would be lost revenue to the citizens of

North Dakota.

3. Thus, even with corporations taking over approximately 1% of the 39,300,000 acres of North
Dakota lands would result in the transference of hundreds of millions of dollars to corporate
interests over the interests of the citizens of North Dakota.

In conclusion, HB 1371 is a bill that will collectively harm the producers in North Dakota by transferring
wealth to long-term corporate interests and family land ownership will be lost; therefore opposition to

this bill is paramount.
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HB 1371

Chairman Thomas and members of the House Agriculture Committee.
My name is Randy Melvin. | farm with my family near Buffalo, ND.
I appreciate the opportunity today to voice my support of House Bill 1371.

Why would this legislation be beneficial to a grain farmer in eastern North
Dakota?

Our family farm has been looking at ways to expand our operation. We want to
create opportunities for our 4 children to be able to return to production
agriculture if they choose. We could always expand our crop acres but to be
economically sustainable we would have to add 2,000 to 8,000 acres depending
on how many of our children would potentially return to the farm. Expansion into
animal agriculture allows for many benefits to our existing family operation.

The recent developments of the soybean crush plants and the current ethanol
plants availability of distillers’ grains has helped North Dakota have the ability to
be a leader in the supply of feedstocks for this industry.

Expansion into this sector of agriculture is very capital intensive. The opportunity
to partner with neighbors or other likeminded individuals is key to helping family
farmers develop a business model for the success of this venture.

Currently Ag producers could make use of a Partnership business model. If
partnerships were a viable business structure for many in the livestock industry,
our livestock sector would be flourishing. We need to permit Ag producers the
ability to capitalize on the benefits of an LLC or a corporation business structure
that currently are not allowed by state law.

The main purpose of HB 1371 is to allow the agriculture sectors identified to have
the same ability as every other business industry in this state to utilize a corporate
business structure.

Consider this scenario. Imagine this hearing was in the Industry, Business and
Labor committee. You were hearing a bill that would ban and not allow the use of
LLCs or Corporations for every other industry in North Dakota. Would you as



committee members be in favor of telling banks, trucking companies, businesses
of the oil patch, or any business of main street North Dakota that they could not
utilize this business structure?

Members of this committee, would you support a ban of this business structure
for any other industry? The main purpose of HB 1371 is to allow some sectors of
the agriculture industry the same opportunity to utilize these business models.

The passage of this legislation isn’t about my generation. This is about creating an
opportunity for the next generation to be successful in agriculture.

The time is now to untie the hands of the Ag producers of this great state and
allow us to create a productive profitable agricultural business climate for our
children.

| ask you for your support of HB 1371.
Thank you for your time today and ask for any questions.

Randy Melvin
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23.0721.02001 Prepared by the Legislative Council staff for
Title. Representative Thomas
January 24, 2023

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1371

Page 1, line 1, after "to" insert "create and enact a new section to chapter 10-06.1 of the North
Dakota Century Code, relating to animal feeding operations and concentrated animal
feeding operations; to"

Page 1, line 4, after "landholdings" insert ": and to provide a penalty"

Page 2, line 14, after the underscored comma insert "which is an authorized animal feeding
operation or concentrated animal feeding operation as determined by the department

of environmental quality,"
Page 3, after line 21, insert:

"SECTION 3. A new section to chapter 10-06.1 of the North Dakota Century
Code is created and enacted as follows:

Animal feeding operations or concentrated animal feeding operations -
Requirements - Divestiture of land.

1. Any person that has an agricultural landholding not exceeding one
hundred sixty acres [64.75 hectares] for the purpose of operating a cattle
backgrounding operation. a cattle finishing feedlot operation. or a facility
for raising or producing poultry, poultry products, milk, dairy products,
swine. or swine products, which is an authorized animal feeding operation
or concentrated animal feeding operation as determined by the department
of environmental guality, must:

a. Begin construction of the facilities used in the animal feeding
operation or concentrated animal feeding operation within one year of
obtainina the agricultural landholding; and

b. Have a fully operational animal feeding operation or concentrated
animal feeding operation within three years of obtaining the

agricultural landholding.

If the animal feeding operation or concentrated animal feeding operation is
inactive for three consecutive calendar years, as determined by the
agriculture commissioner, the person that has the agricultural landholding
immediately must divest itself of the land. If the person fails to divest itself
of the land within the required time, the attorney general shall take action
under section 10-06.1-24."

A

Renumber accordingly

Page No. 1 23.0721.02001
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North Dakota Pork Council

Tamra Heins, Executive Director
3320 45t Ave Nﬂf’fﬁ ﬁﬁé@fﬁ

New Salem, ND 58563 =
(701) 391-6431 Pork Council

director@ndpork.org

Chairman Thomas and members of the House Agricultural Committee,

My name is Tamra Heins, the Executive Director of the ND Pork Council. | am here on behalf of pig farmers of North
Dakota, both large and small. Some of our members have 5 or 6 sows while some have 5 or 6 thousand sows.

I'am here today, to ask you to support House bill 1371. North Dakota is the last frontier in pig farming. We have
opportunity with our wide-open spaces that offer low population and low pig density. While diseases like PRSS and PED
continue to ravage farmers in more highly populated pig areas these farmers are looking to raise high quality, healthy pigs
in places like ours. We are known as a “sow state” and that is where we would see great opportunity if this bill should
become law. In ND, our “sow state” is where we farrow the sows here and wean pigs and then we load those pigs on a
truck and send them to mostly Southern Minnesota, Eastern South Dakota and Northwestern lowa, closer to processing.
We do this for the economic reason that is you can haul more small pigs on a semi than 280 Ib finished pigs.

On any given day, it is estimated that there are a million hogs on our roads and highways in the United States. Many of
these hogs are iso-weans that come from Manitoba down 1-29 to the same destinations as previously mentioned to be
finished and processed. | feel we could capture some of this market with ND grown pigs with changes in our law. | also
know that many farmers in ND would like to diversify with pigs in their farms. Many want to capture the manure for
fertilizer, which has seen even more interest with the rising cost and forecasted low availability of fertilizer.

The high cost of facilities is the biggest barrier to enter pig farming. The average cost to build a farrowing facility is
between $3000 to $3500 per sow. Most sow farms are around 5-6000 head. A 4800 head finishing barn costs about $1.2
million. Allowing, corporations or forming corporations is a way to bring investment capital in for farmers to build such
facilities.

As we have seen, the corporate farming law does nothing to stop rich people from buying farmland. The only thing
corporate farming does stop is livestock development. We have seen that work incredibly effectively for 30 years.

Unfortunately, the discussion surrounding this bill, will not focus on the advantages and disadvantages of allowing
corporations to farm but will become an attack on large scale animal agriculture. The opposition will bring out every “bad
apple” that has raised a pig in the last 30 years or find the disgruntled contract grower that had a bad experience and try
to make it seem like that is normal. Have those things, happened. Yes. Are they the norm. Absolutely not.

The double standard in this state when it comes to livestock versus crop farming is very real, and | see it magnified, when
we talk about labor force. Large crop farmers have been using H2A workers for years, and | have not every heard anyone
have concerns that those employees will drain their spray tank in streams and rivers, because they are not from here and
therefore don’t care about our environment or our communities in which they live. But the first reaction to large scale
animal agriculture, is that the workers don’t care about their community or the air and water quality that they live in. | am
here to tell you that simply, isn't true. In fact, my board of directors, is made up of these employees, some of them foreign
workers, and they constantly give of their time and work on the council to help make our industry better.

I look forward to working with everyone that continues to want to grow livestock development in our state. And | urge you
to recommend a “do pass” on House Bill 1371.

Thank you,

Tamra Heins
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%
Chairman Thomas and members of the House Agriculture Committee, | am
Agriculture Commissioner Doug Goehring. | am here today in support of
HB 1371, which will add exceptions to 10-6.1 for dairy, cattle finishing,
poultry, and swine facilities that lease or own less than 160 acres. My office
has worked with producers and grain farmers on multiple approaches to
support animal agriculture. One thing that continues to be an issue is
business structure restrictions. The bill before you address that and would
Support our dairy, swine, poultry, and beef feedlots industries. The
proposed changes would allow shareholders to invest into livestock entities
and provide support for producers starting these capital-intensive
businesses. We need operations that will compliment grain farming, not
compete. We have watched our numbers continue to shrink while our
neighbors in every direction experience growth and continued excitement
about animal agriculture.

Chairman Thomas and committee members, thank you for your time. | urge
a do pass on HB 1371. | would be happy to answer any questions you may
have.

701-328-2231

FAX 701-328-4567 Egnal Opportunity in Employment and Services 800-242-7535
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House Bill 1371
Governor Burgum Testimony

House Agriculture Committee
Chairman Paul J. Thomas
Friday, January 27, 2023, at 9:30 a.m.
Room 327C, ND State Capitol

Chairman Thomas and members of the House Agriculture Committee, good morning and thank
you for the opportunity to address you today.

Let me begin with gratitude for the work that the bill sponsors — many of them with agriculture
backgrounds, including Chairman Thomas — and House and Senate leaders have put into House
Bill 1371. This legislation is critical to the future success and survival of agriculture and our rural
communities in North Dakota.

As our bedrock industry, North Dakota agriculture continues to lead the nation in several
categories. We rank first in production of spring wheat, durum wheat, canola, flaxseed, all dry
edible beans, pinto beans, dry edible peas and honey. We rank second in rye, sunflowers and
lentils; third in sugar beets, oats and barley; and in the top dozen states for corn, soybeans,
potatoes and chickpeas.

Despite our farmers' dedication and leadership in so many of these crops — including a growing
abundance of feed for livestock from our many new value-added ag processing projects — North
Dakota continues to experience a decades-long decline in animal agriculture.

In 1934, North Dakota had more than 700,000 dairy cows. Today that number is less than
12,000. We're importing milk for our school children. We rank 35 in milk cows; Minnesota is 7,
according to the U.S. Department of Agriculture’s National Agricultural Statistics Service.

South Dakota ranks 7" and Minnesota 8™ in cattle and calves on feed: North Dakota ranks 23™.
Minnesota ranks 2" and South Dakota is 10" in hogs and pigs; North Dakota ranks 24"

Minnesota produces more turkeys in one month than we do in three years in North Dakota.

Why are these neighboring states so far ahead of us in animal agriculture? What do they have
that we don't have? It's not available land. It's not available feed.

Their key advantage is that, unlike North Dakota, their states’ corporate farming laws contain
carve-outs that allow for alternative business structures in beef, dairy, swine and poultry
operations. Unrelated parties interested in livestock production are allowed to form a corporate



business structure and better protect their personal assets JUSt as they would be allowed to do
in every other industry.

North Dakota farmers and ranchers can compete with anyone in animal agriculture if they have
a level playing field. House Bill 1371 gives them the same business tools available to
entrepreneurs in every other industry so they can access the capital and risk protections they
need to start or expand modern livestock operations.

| can't stress enough that this would apply only to animal agriculture. North Dakota’s anti-
corporate farming law as it pertains to crop farming would remain in place.

These narrowly defined changes to state law will take the handcuffs off our producers and allow
animal agriculture and rural communities and schools to thrive in North Dakota once again. We
can level the playing field, and we can do it wisely and with smart environmental stewardship.

Mr. Chairman, that concludes my testimony. Thank you for your time, and | would stand for any
questions.
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Chairman Thomas and ND House Ag Committee,

My name is Frank Tomac, a cattle rancher from Sioux County, Dist 31.
| am opposed to HB 1371, and here’s why:

When | think of ‘corporate’ farming, | visualize vertical integration. Now, maybe some
of the language in this bill will initially prohibit that, but it will work it's way into the North
Dakota system somehow.

| was at the Press Conf held on Jan 26" with Gov Burgum, Ag Comm Goehring and
yourself Representative Thomas. | heard that South Dakota is doing it and it's such a
great system. How many of those hog confinements are vertically integrated? I've
talked with farmers there, | have cattle in a feedlot which also feeds swine. They don’t
own the hogs, they only feed them and get paid on how well they feed them. It's the
same with the poultry barns down there, vertically integrated. The farmers don’t own
anything except the barns to house them. They even have to buy the feed from a local
mill that’s pre-fabbed.

Now since I'm not into swine, poultry or dairy, none of that should concern me. But it
does.

And the reason it does, is because if the corporate farming takes ahold in North Dakota,
the chances of being vertical integration expands to the cattle industry.

Here’s why:

The larger seedstock operators will be corporate farmers. It's highly possible that they
won’t allow any cattle into their feedlots unless they are with their genetics. with their
shot records, with their target weights, with their complete program. If | don’t fall into
their protocol, I'll be forced to sell elsewhere out of state, or take a discount on the price
of my cattle.

Now, this could be a worse case scenario, BUT....it could very well happen, and
happen at an accelerated rate.

Another point brought up at the press conference, was how it enhanced their dying
communities. Think about this; where would the work-force come from to work in these
Confined Animal Feeding Operations (CAFO’s)? They would come from south of the
border. Do you think that would help the schools out? NO, it'll hinder them by forcing
the school districts to impliment more programs for the non-English speaking
employees children. And with an influx of people in a community comes all the bad
habits along with it, like crime and drugs and more peace officers to deal with those
problems. Does those costs get offset by the CAFO’s? Who pays for those extra
costs?

| would love to see a Do NOT Pass recommendation from the House Ag Committee for
HB 1371,
Thank You

Frank Tomac
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Testimony Nicole Donaghy Regarding HB 1371
Executive Director, North Dakota Native Vote
House Agriculture Committee

January 27, 2023

The Impact of HB 1371 as it Relates to the Farming citizenry North Dakota

North Dakota Native Vote opposes the passage of HB 1371. As an enrolled member of Standing Rock
Sioux Tribe, | question if North Dakota’s legislature is willing to relinquish control of state’s fee patent
lands to foreign or domestic corporations for purchase. In doing so, it will also relinquish an
irreplaceable asset that will destroy the livelihoods of thousands of North Dakotans impacted by these
corporate purchases whose lands have been protected for over a century.

In 2016, a statewide vote rejected a weakening of the corporate farm law with 76% of the vote. That
change would have exempted dairies and hog feeding operations. This attempt to again circumvent the
will of voters is a direct action aimed at harming the citizens of North Dakota.

As others have testified, the 160 acre per person rule is simply a dishonest attempt to hide the lack of
regulatory rules that will allow corporations to operate multiple 160 acre plots through creating simply
an infinite number corporations to obtain fee patents that will circumvent any protections that at this
time are unenforceable in regard to the dishonest spirit of the governor's one person, 160 acre only
assurances.

Should this law take effect, it will undoubtedly impact the diversity of local producers that are reported
in the USDA's 2017 North Dakota agricultural census. Corporations who have the ability to aggregate
and analyze data for their benefit will first target small farms and the small diverse group of local
producers that make up North Dakota's collective group of producers. This will create an irreversible loss
of local land producers.

In addition, the revenue base that will be handed over to corporate interests will also have many
irreversible impacts on the economy of North Dakota in agriculture.

I’ve consulted data scientist, Dr. Joseph Robertson on the potential impacts of HB 1371. Below is the
summary of his research and the potential impact of possible corporate takeover of farms in North
Dakota, based on the most recent agricultural census.



Chief Data Scientist
Sioux Falls, SD 57103
MATO OHITIKA  (605) 691-2248

jrobertson@bravebearanalytics.com

7 ‘ Mato Ohitika Analytics LLC
‘ S Home of the Data Sovereignty Initiative
' Joseph C. Robertson, PhD
X ‘

| appreciate the opportunity to weigh in on House Bill 1371 regards your testimony on January 27, 2023.
| have assessed some potential impacts of the proposed bill as it relates to the lack of oversight and the
160 acre per person rule. In reviewing some of the previous testimony already submitted to the North
Dakota legislature, it is apparent that the impact of this bill provides no possible recourse exemptions
are made to the anti-corporate laws that are in place in North Dakota.

Let us look at the numbers in a hypothetical scenario in the event that HB 1371 is passed in the possible
average farm, farm size, producer numbers, and the diversity portfolio of those producers.



Exhibit A: Census of Agriculture: North Dakota Page 1

As you can see on page one of the 2017
Census of Agriculture: North Dakota
provides some important statistics for

SENRMRE State Profile

lawmakers to study and understand the
long-term impact of HB 1371 based on
these numbers.

North Dakota

Some important trends to understand:

Total and Per Farm Overview, 2017 and change since 2012 Number of Farms, 1997-2017
% change ° o & >
2017 since 2012 - e The number of farms has been
P

Number of farms 26,364 -15 . .
Lo in fenie (6icros) 39,341,501 @ on a steady decline since 1997
Average size of farm (acres) 1,492 +18 .

et and the average size of farms
Total ($) d b . .
Market value of products sold 8,234,102,000 -25 per acre an €een IncreaSIng
Government payments 467,034,000 +22 et o o o o
Fam-related income 710,664,000 a7 Average Farm Size, 1997-2017 e Although government
Total farm production expenses 7,062,175,000 -3 (acres) .
Net cash farm income 2,349,624,000 48 sana payments in farm related
Per farm average (S) w . 1 |ncome have been on the
Market value of products sold 312,324 -12 . .
Government payments |nCrease, It'S Clea r that the

(average per farm receiving) 22,770 +48
Farm-related income 38,140 +50 market value of products sold
Total farm production expenses 267,872 +14 .
Net cash farm income 89,122 39 W R SR E and the net cash farm income
Farms by Value of Sales Farms by Size had been ona Steady deCIIne
Number Percent of Total 2 Number Percent of Total 2 .

Less than $2,500 7,928 30 1109 acres 571 2 since 2012 .
$2,500 to $4,999 888 3 10 to 49 acres 2,514 10
$5,000 10 59,999 1,001 4 5010179 acres 4,988 19 e The number of farms by value
$10,000 to $24,999 1,606 6 180 to 499 acres 4,549 17 .
$25,000 to $49,999 1,703 6 500 to 999 acres 3,184 12 sales represents a major gap
$50,000 to $99,999 1,889 7 1,000 + acres 10,558 40
$100,000 or more 11,259 s between the smallest and

biggest value sales that could

United States Department of Agriculture

National Agricultural Statistics Service www.nass.usda.gov/AgCensus create ta rgeted attacks on

small producers.

e Under the 160 acre rule, there
are slightly over 8,000 farms
that could be taken over totally
and conglomerated for
corporate takeover.
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North Dakota, 2017

Page 2 E‘CENSUSOF S Profil
RlacricutTure Sfate Pr Oﬁ (4
Market Value of Agricultural Products Sold
Sales R?I:'k Prﬁl:::isn 2 Percent of U.S. agriculture sales
($1,000) us.® Item
Total 8,234,102 17 50
Share of Sales by Type (%)
Crops 6,680,614 9 50
Grains, oilseeds, dry beans, dry peas 6,075,358 6 50 Crops 81
! : ! e Livestock, poultry, and products 19
Tobacco - - 18
Cotton and cottonseed - - 17
Vegetables, melons, potatoes, sweet potatoes 240,415 18 50
Fruits, tree nuts, berries 363 49 50 Land in Farms by Use (acres)
Nursery, greenhouse, floriculture, sod 8,443 50 50
Cultivated Christmas trees, short rotation Cropland 27,951,676
woody crops 16 47 50 Pastureland 9,871,762
Other crops and ha 356,019 14 50 Woodland 202,78
P Y i Other 1,315,364
Livestock, poultry, and products 1,553,488 34 50
Poultry and eggs 17,568 40 50 Top Counties: Land in Farms (acres)
Cattle and calves 1,295,654 14 50
Milk from cows 66,161 35 50 Stutsman 1,315,703
Hogs and pigs 79,242 22 50 Morton 1,225,934
Sheep, goats, wool, mohair, milk 10,449 27 50 ‘g’:gg Hggggg
Horses, ponies, mules, burros, donkeys 8,042 38 50 Mckenzie 1.119.275
Agquaculture 942 47 50
Other animals and animal products 75,430 5 50
Total Producers = 41,904 | Percent of farms that: Top Crops in Acresd
Sex ) Soybeans for beans 7,085,740
Male 29,588 Have internet 79 Wheat for grain, all 5,385,505
Female 12,316 access Corn for grain 3,276,548
Forage (hay/haylage), all 2,580,672
Age Canola 1,583,502
<35 4,644 Farm
35-64 24,849 organically (2)
65 and older 12,411
Race , ) Sell directly to 1 Livestock Inventory (Dec 31, 2017)
American Indian/Alaska Native 315 consumers
Asian 21 Broilers and other
Black or African American 8 meat-type chickens 6,439
Native Hawaiian/Pacific Islander 7 Hire 31 Cattle and calves 1,835,682
White 41,389 farm labor Goats 6,631
More than one race 164 Hogs and pigs 148,231
Horses and ponies 29,423
Other characteristics Are family Layers 81,364
Hispanic, Latino, Spanish origin 225 farms 96 Pullets D)
With military service 3,835 Sheep and lambs 70,182
New and beginning farmers 8,771 Turkeys 575,322

See 2017 Census of Agriculture, U.S. Summary and State Data, for complete footnotes, explanations, definitions, commeodity descriptions, and

methodology.

#May not add to 100% due to rounding. * Among states whose rank can be displayed. ¢ Data collected for a maximum of four producers per farm.
¢ Crop commeodity names may be shortened; see full names at www.nass.usda.gov/go/cropnames.pdf. © Position below the line does not indicate rank.
(D) Withheld to avoid disclosing data for individual operations. (NA) Not available. (Z) Less than half of the unit shown. (-) Represents zero.

USDA is an equal opportunity provider, employer, and lender.

As you can see on page two of the 2017
Census of Agriculture: North Dakota
provides some important statistics for
lawmakers to study and understand the
long-term impact of HB 1371 based on
these numbers.

Some other important trends to
understand:

e Asyou can see from the market
value of agricultural products
sold, the ratio of crop sales
versus livestock poultry and
products is nearly 4:1. A net

increase in investing in
acreages in feedlots and other

activities contained in HB 1371
will most likely never be able to
match the profitability of the
current land in farms by use.

e In examining the share of sales
by type, there is no way that a
4:1 ratio of sales of crop versus
livestock could ever replace the
profitability of the current land
use in North Dakota. This then
becomes an issue of corporate
takeover of landholdings for
their future benefit and not for
the citizens of North Dakota.

In addition, in examining the diversity portfolio of North Dakota producers, it is apparent that Native

American, Asian, Black or African-American, and other underrepresented minorities will undoubtedly

become targets of corporate takeover and thus divesting in the diversity of North Dakota producers.

It is imperative that lawmakers take stock in all of the unforeseen consequences of providing unlimited

corporate fee patents on single 160 acre plots that will undoubtedly destroy thousands of livelihoods in
North Dakota, Native and Non-Native.




In addition to the 2017 agricultural census, the US Department of Agriculture blog: North Dakota
agriculture one word: diverse, outlined why HB 1371 in its current form will provide corporate
opportunities to destroy the diversity that currently exists in the agricultural sector in North Dakota
(https://www.usda.gov/media/blog/2019/08/23/north-dakota-agriculture-one-word-diverse).

North Dakota Market Value of Ag Products Sold, 2017

- Percent of

Sales (Billions) Total Sales
Soybeans 8,395 $ 2,113,612,000 25.7
Com 6,103 $ 1,409,445,000 17.1
Wheat 8,197 $ 1,348,366,000 16.4
Cattle and Calves 8,335 $ 1,295,654,000 15.7
Other Crops and Hay 6,218 $ 356,019,000 4.3
Vegetables, Melons, 255 $ 240,415,000 2.9

and Potatoes

Barley 1,468 $ 124,484,000 1.5
Hogs and Pigs 182 $ 79,242,000 1.0

Soybeans had the highest market value of agricultural products sold with nearly 26 percent of the total
sales in 2017. All crops combined accounted for
81 percent of the total.

As described above, the ratio of crop and livestock sales even in the event of corporate takeover of
multiple 160 acre plots to promote livestock use at the expense of crop land use will undoubtedly be
tied to the environmental impacts of destroying crop lands for feedlots that will have a direct impact on
decreasing not increasing percent totals of sales. This also does not take into account of the divestiture
of ownership that will result in billions of dollars in land value loss that will be forever in corporation’s

control.
An examination by the numbers of the 2017 Total and Per Farm Overview, 2017 and change since 2012
Census report % change
P 2017 since 2012
h h ” f Number of farms 26,364 -15
In the event that even a small amount o Land in farms (acres) 39,341,501 @
corporate takeover under the current rules will Average size of farm (acres) 1492 +18
produce hundreds of millions of lost dollars Total (s)
that will into corporate bank accounts. In the Markat valus of products sold 8,234,102,000 -25
Government payments 467,034,000 +22
event that the governor’s creed of one person Farm-related income 710,664,000 +37
. . Total farm production expenses 7,062,175,000 -3
per 160 acres is circumvented by lack of Net cach farm income 2.349.624.000 s
enforceable mechanisms in the current bill,
. . Per farm average (5)
here is a small snapshot of what could possibly Market value of products sold 312,324 "2
happen through this divestiture of land and Government payments
(average per farm receiving) 22770 +48
money to corporate takeover. Farm-related income 38,140 +50
Total farm production expenses 267,872 +14
Net cash farm income 89,122 -39

Exhibit C: Census of Agriculture: North Dakota Page 1 Subset


https://www.usda.gov/media/blog/2019/08/23/north-dakota-agriculture-one-word-diverse

For instance, if corporate interests were to use the
lack of regulation and loopholes in HB 1371 and
acquire 10% of the farms that are currently up to
160 acres, this would amount to approximately
2,600 farms under separate fee patents that could
be used to gain a competitive advantage according
to the per farm average shown in the table to the
right.

Simply taking into account the amount of
government payments for each of those plots we
can see that approximately 416,000 acres could fall
into corporate control and according to the
numbers:

Total and Per Farm Overview, 2017 and change since 2012

Number of farms
Land in farms (acres)
Average size of farm (acres)

207

% change
since 2012

26,364
39,341,591
1,492

15
()
+18

Total

Market value of products sold
Govemnment payments
Farm-related income

Total farm production expenses
Net cash farm income

Per farm average

Market value of products sold

Govemnment payments
(average per farm receiving)

Farm-related income

Total farm production expenses

Net cash farm income

($)
8,234,102,000
467,034,000
710,664,000
7.062,175.000
2,349,624,000

(8)
312,324

22,770
38,140
267,872
89,122

-25
+22
+37

-48

+48
+50
+14

-39

1. Each of those farms would receive government payments of $22,770 and collectively represent

$59,202,000 of lost revenue to corporate greed.

2. If the net cash farm income were sustained than the corporate landholders of the 2,600 farms
would benefit $89,122 and collectively $231,717,200 would be lost revenue to the citizens of

North Dakota.

3. Thus, even with corporations taking over approximately 1% of the 39,300,000 acres of North

Dakota lands would result in the transference of hundreds of millions of dollars to corporate

interests over the interests of the citizens of North Dakota.

In conclusion, HB 1371 is a bill that will collectively harm the producers in North Dakota by transferring

wealth to long-term corporate interests and family land ownership will be lost; therefore opposition to

this bill is paramount.
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ﬁ
Chairman Thomas, and members of the House Agriculture Committee, |
am Agriculture Commissioner Doug Goehring and I'm here today to
support the revised version of HB 1371, allowing authorized livestock farm
corporations and limited liability companies to promote animal agriculture in
o~ North Dakota.

| reviewed various proposed amendments to North Dakota’s anti-corporate
farming law. Most of these amendments, in my opinion, will permit animal
agriculture producers more feasible business structure options for

increased animal agriculture production in North Dakota.

Regarding the most recent proposed amendments to HB 1371, we were
able to work with almost all of the proposed changes. We propose some
further changes for your consideration, in order to clarify some wording,
avoid issues regarding constitutionality, and to remove the potential for
extraterritorial regulations of agricultural landholding outside of North
Dakota.

701-328-2231
FAX 701-328-4567 Egual Opportunity in Employment and Services 800-242-7535
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Specifically, we replaced “cattle” with “livestock” in order to permit, for
example, bison and sheep as well. This also better aligns with proposed

term “authorized livestock farm corporation”

We also removed language that could make the amendment
constitutionally problematic, based upon court cases in Nebraska, South
Dakota and lowa, who's anti-corporate farming laws were struck down by

the federal courts.

Finally, we put in language to make the proposed amendment more
understandable, to remove ambiguity, and to better clarify it for the

regulated community.

Chairman Thomas, and committee members. Thank you for the
opportunity to testify today. I'd be happy to answer any questions you may

have.



23.0721.02002
Title.

#21123

Prepared by the Legislative Council staff for
Representative Thomas
February 15, 2023

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1371

Page 1, line 1, after "to" insert "create and enact four new sections to chapter 10-06.1 of the
North Dakota Century Code, relating to authorized livestock farm corporation
requirements, initial and annual reporting requirements for authorized livestock farm
corporations, and authorized livestock farm limited liability companies; to"

Page 1, line 1, replace "section" with "sections"

Page 1, line 1, replace the second "and" with ", 10-06.1-02, and 10-06.1-04,"

Page 1, line 2, after "10-06.1-12" insert ", and sections 10-06.1-13, 10-06.1-14, 10-06.1-17,
10-06.1-21, 10-06.1-22, 10-06.1-26, and 10-06.1-27"

Page 1, line 4, remove the second "and"

Page 1, line 4, after "landholdings" insert ", and required reporting for corporate farming; and to
provide a penalty"

Page 1, line 6, remove ""Beekeeping" means the breeding or rearing of bee colonies or the

owning,"

Page 1, line 17, replace "maintenance, or management of bee apiaries" with ""Authorized

livestock farm corporation" means a corporation formed for livestockeattle
backgrounding, livestockeattle finishing, or the production of poultry or
poultry products, milk or dairy products, or swine or swine products which, at
all times, complies with the requirements of this chapter”

Page 1, after line 17, insert:

!Ii

"Authorized livestock farm limited liability company" means a limited
liability company formed for livestockeatile backgrounding,
livestockeattle finishing, or the production of poultry products, milk or
dairy products, or swine or swine products which, at all times, complies
with the requirements of this chapter."

Page 1, replace lines 20 through 23 with:

llg

"LivestockCattle finishing" means the feeding or growing of livestockeattle
for the purpose of expeditiously preparing the livestockeattle for harvest."

Page 2, line 1, replace "6." with "7."

Page 2, line 3, replace "7. a." with "8."

Page 2, line 3, remove the overstrike over "cultivating”

Page 2, line 3, remove the underscored colon

Page 2, line 4, remove "(1)  Cultivating"

Page 2, line 4, remove the overstrike over the overstruck comma

Page 2, line 4, remove the underscored semicolon
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Page 2, line 4, remove the overstrike over "the"
Page 2, line 5, remove "(2) The"
Page 2, line 6, remove the overstrike over "{"

Page 2, line 7, remove "b.  Notwithstanding subdivision a, "farming or ranching"

Page 2, remove line 8

Page 2, line 9, replace "(2)" with "a."
Page 2, line 10, replace "(3)" with "b."
Page 2, line 11, replace "(4)" with "c."
Page 2, line 12, replace "(5)" with "d."

Page 2, line 12, remove "Cattle backgrounding or cattle finishing feedlot operations, or the
raising or"

Page 2, remove lines 13 and 14

Page 2, line 15, replace "hundred sixty acres [64.75 hectares]" with "Custom harvesting"

Page 2, line 16, replace "(6)" with "e."
Page 2, line 19, replace "(7)" with "f."
Page 2, line 21, replace "8." with "9."
Page 2, line 24, replace "9." with "10."
Page 2, line 26, replace "10." with "11."

Page 2, remove lines 29 and 30

L. | - " "
? ]

" 3 - 1" n
!

Page 3, after line 14, insert:

"SECTION 2. AMENDMENT. Section 10-06.1-02 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-02. Farming or ranching by corporations and limited liability
companies prohibited.

All corporations and limited liability companies, except as otherwise provided in
this chapter, are prohibited from owning or leasing land used for farming or ranching
and from engaging in the business of farming or ranching. A corporation or a limited
liability company may be a partner in a partnership that is in the business of farming or
ranching only if that corporation or limited liability company complies with this chapter.

A alaflala 0 atdal? ala alm! =Val V= a - aldale 0 -
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SECTION 3. AMENDMENT. Section 10-06.1-04 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-04. Conversion of corporations.

A business corporation regulated under chapter 10-19.1 may convert to a
farming or ranching corporation by adopting an amendment to its articles of
incorporation or by applying for an amended certificate of authority which specifies that
the corporation elects to be subject to this chapter and by complying with all
requirements of this chapter. The amendment must be filed with the secretary of state
with the prescribed fee and with the initial report required by section 10-06.1-15. A
farming or ranching corporation may convert to a business corporation by adopting an
amendment to its articles of incorporation or by applying for an amended certificate of
authority. The amendment must be filed with the secretary of state with the prescribed
fee. The amendment must be accompanied by a report outlining the information, as of
the date of the amendment, which is required under section 10-06.1-17 and section 11
of this Act, and the manner in which the corporation has divested itself of its owned or
leased land holdings and its business of farming or ranching."

Page 3, after line 21, insert:

"SECTION 5. A new section to chapter 10-06.1 of the North Dakota Century
Code is created and enacted as follows:

Authorized livestock farm corporation or limited liability company -
Requirements.

This chapter does not prohibit an authorized livestock farm corporation or an
authorized livestock farm limited liability company from owning or leasing real estate
and engaging in the business of farming or ranching if the authorized livestock farm
corporation meets all the requirements of chapter 10-19.1 or the authorized livestock
farm limited liability company meets all the requirements of chapter 10-32.1 which are
not inconsistent with this chapter. The following reguirements also apply:

1. If an authorized livestock farm corporation, the corporation may not have
more than fifteen-shareholders. If an authorized livestock farm limited
liability company, the limited liability company may not have more than
fifteen members.

L

If an authorized livestock farm corporation, shareholders holding seventy-
five percent or more of the shares entitled to vote and the shares entitled
to distributions must be individuals who are actively-engaged-in-operating
the corporation.a-farm-orranch: corporations that meet the requirements
of ehanter section 10-06.1-12, or limited liability companies that meet the
requirements of ehaptersection 10-06.1-12. If an authorized livestock
farm limited liability company, members holding fifty-one percent or more
of interests entitled to vote and interests entitled to distributions in the
limited liability company must be individuals who are activelyengagedin-
operating the limited liability company, a-farm-erranshcorporations that
meet the requirements of shaptersection 10-06.1-12, or limited liability
companies that meet the requirements of chaptersection 10-06.1-12.

|0

If an authorized livestock farm corporation, all shareholders who are
individuals must be citizens of the United States or permanent resident
aliens of the United States, and all shareholders that are persons
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otherwise eligible under this chapter, and any controlling person of the

corparation, must be organized in the United States and one hundred
percent of the stock must be owned by citizens of
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the United States or permanent resident aliens. If an authorized livestock
farm limited liability company, all members who are individuals must be
citizens of the United States or permanent resident aliens of the United
States, and all members that are persons otherwise eligible under this
chapter, and any controlling person limited liability company, must be
organized in the United States and one hundred percent of the interests
must be owned by citizens of the United States or permanent resident
aliens.

The authorized livestock farm corporation or authorized livestock farm
limited liability company may not at-any-time_directlyorindirectlyown,
lease, or otherwise have an interest in more than one hundred sixty acres
[64.75 hectares] of agricultural land holdings in this state.

If an authorized livestock farm corporation, the corporation is not a reneef
iteshareholders-are-shareholders in other authorized livestock farm
corporations, or-members- in other authorized livestock farm limited liability
companies: in this state that direstlyorindirestlyin combination with the
corporation own, lease, or otherwise have an interest in more than six.
hundred forty acres [259 hectares] of agricultural land holdings in this
state. If an authorized livestock farm limited liability company, the limited
liability companynene-ofitsmembers are is not 2 members in other
authorized livestock farm limited liability companies or a shareholders in
other authorized livestock farm corporations in this state that directlyor
indirectly-in combination with the limited liability company own, lease, or
otherwise have an interest more than six hundred forty acres [259
hectares] of agricultural land holdings in this state.

If an authorized livestock farm corporation, the officers and directors
of the corporation must be shareholders who are actively-engaged-in-
operating the autherized livestockfarm corporation. If an authorized
livestock farm limited liability company, the governors, managers, and
officers must be members who are astively-engaged-in-operating the
autherized-farm limited liability company.

An annual average of at least sixty-five percent of the gross income of the
authorized livestock farm corporation or authorized livestock farm limited
liability company over the previous five years, or for each year of its
existence, if less than five years, must have been derived from the
production of livestockeattle, poultry or poultry products, milk or dairy
products, or swine or swine products.

The income of the authorized livestock farm corporation or authorized
livestock farm limited liability company from nonfarm rent, nonfarm
royalties, dividends, interest, and annuities may not exceed twenty
percent of the gross income of the authorized livestock farm corporation
or authorized livestock farm limited liability company.

The authorized livestock farm corporation or authorized livestock farm
limited liability company may not direstly-erindirestlyengage in the
cultivation of land for the production of crops or the grazing of livestock in
this state.

If the authorized livestock farm corporation or authorized livestock farm

limited liability company is intended to comprise an animal feeding
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operation or concentrated animal feeding operation in this state:

Fthe corporation or limited liability company must begin construction of
the facilities used in the animal feeding operation or concentrated
animal feeding operation within one year of obtaining the agricultural
landholding.

The corporation or limited liability company must have a fully
operational animal feeding operation or concentrated animal feeding
operation within three years of obtaining the agricultural landholding.
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C. An authorized livestock farm corporation or authorized livestock farm
limited liability company violating this subsection-48-e+~44, or which is
inactive for three consecutive years as determined by the agriculture
commissioner, is subject to the divestment provisions of section 10-
06.1-24.

SECTION 6. AMENDMENT. Section 10-06.1-13 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-13. Applicability of North Dakota Business Corporation Act.

Chapter 10-19.1 is applicable to farming or ranching corporations and
authorized livestock farm corporations, which have the powers and privileges and are
subject to the duties, restrictions, and liabilities of other business corporations except
when inconsistent with the intent of this chapter. This chapter takes precedence in the
event of any conflict with the provisions of chapter 10-19.1.

SECTION 7. AMENDMENT. Section 10-06.1-14 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-14. Applicability of North Dakota limited liability company laws.

Chapter 10-32.1, except those sections which pertain to foreign limited liability
companies, is applicable to farming or ranching limited liability companies and
authorized livestock farm limited liability companies, which have the powers and
privileges and are subject to the duties, restrictions, and liabilities of other business
limited liability companies, except when inconsistent with the intent of this chapter. This
chapter takes precedence in the event of any conflict with the provisions of chapter
10-32.1.

SECTION 8. A new section to chapter 10-06.1 of the North Dakota Century
Code is created and enacted as follows:

Applicability of restriction on alien ownership of land.

The provisions of chapter 47-10.1 supersede this chapter in the event of any
conflict.

SECTION 9. A new section to chapter 10-06.1 of the North Dakota Century
Code is created and enacted as follows:

Initial report - Authorized livestock farm corporations and authorized
livestock farm limited liability companies.

1. Every authorized livestock farm corporation or authorized livestock farm
limited liability company shall file an initial report with its articles of
incorporation or articles of organization. The report must be signed by the
incorporators or organizers, and must contain the following:

a. The name of the authorized livestock farm corporation or authorized
livestock farm limited liability company.

b. With respect to each shareholder or member:

(1) The name and address of each, including the names and
addresses and relationships of trusts and estates that own
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shares or membership interests:
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(2) If an organization, the state of domicile;

(3) The number of shares or membership interests;

(4) Each person's percentage of shares entitled to vote or
membership interests entitled to vote; and whether any voting
agreement exists:

(5) Each person's percentage of capital and financial interests;

(6) As to individuals, a statement of whether each is a citizen or

permanent resident alien of the United States; and

(7) As to individuals, a statement of whether each will be actively
engagedin-operating the authorized livestock farm corporation
or authorized livestock farm limited liability company farm or
ranch-apd-whethereach-will reside onthe farmortanch.

With respect to management:

o

(1) If an authorized livestock farm corporation, the names and
addresses of the officers and members of the board of
directors.

(2) If an authorized livestock farm limited liability company, the
names and addresses of the managers, members of the
board of governors, and officers.

A statement that the authorized livestock farm corporation or
authorized livestock farm limited liability company does not and-wil-
net-directlyorindirecthown, lease, or hold any interest in more than
one hundred sixty acres [64.75 hectares] of agricultural land in this
state.

&

If the purchase or lease of agricultural land is final at the time of the
initial report, a statement listing the acreage and the number of
hectares and location listed by section, township, range, and county of
all agricultural land in thise state in which the authorized livestock farm
corporation or authorized livestock farm limited liability company has
an ownership, leasehold, or other interest. If the purchase or lease of
agricultural land is not final at the time of the initial report, a statement
that there is a bona fide and imminent intent and a plan to purchase or
lease agricultural land in thise state.

|®

of. A statement that at least sixty-five percent of the gross income of the
authorized livestock farm corporation or authorized livestock farm
limited liability company will be derived from authorized livestock
farmfarming-orranching operations, and that twenty percent or less
of the gross income of the corporation or limited liability company will
be from nonfarm rent, nonfarm royalties, dividends, interest, and
annuities.

k.g. A statement that the authorized livestock farm corporation or
Page No. 9 23.0721.02002




kh.

authorized livestock farm limited liability company will not engage
in the cultivation of land for the production of crops in this state.

If the authorized livestock farm facility is not operational, a statement

.

as to the planned date of authorized livestock farm operations.

A statement that the authorized livestock farm corporation or authorized

livestock farm limited liability company does not hold an interest in any
other authorized livestock farm corporation or authorized livestock

farm limited liability company in this state that in combination with the
authorized livestock farm corporation or authorized livestock farm limited
liability company own, lease, or otherwise have an interest in more
than six hundred forty acres [259 hectares] of agricultural land
holdings in this state..
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An authorized livestock farm corporation or an authorized livestock farm
limited liability company may not commence farming or ranching in this
state until the secretary of state has received and filed the initial report
required by this section and the articles of incorporation or articles of
organization. The authorized livestock farm corporation or authorized
livestock farm limited liability company shall furnish to the official county
newspaper of each county or counties in which it has any interest in any
land a legal notice reporting the following:

[~

a. The name of the authorized livestock farm corporation or
limited liability company and its shareholders or members as
authorized livestock farm listed in the initial report.

=

A statement to the effect that the authorized livestock farm
corporation or authorized livestock farm limited liability company has
reported that it holds an interest in agricultural land in the county,
the use of the land, and that a description of that land is available for
inspection at the secretary of state's office.

SECTION 10. AMENDMENT. Section 10-06.1-17 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-17. Annual report - Contents - Filing requirements.

Except for the first annual report, the annual report of a corporation engaged in
farming or ranching after June 30, 1981, and a limited liability company engaged in
farming or ranching must be delivered to the secretary of state before April sixteenth of
each year. The first annual report must be delivered before April sixteenth in the year
following the calendar year of the effective date of the articles of incorporation, articles
of organization, or certificate of authority. The annual report must be signed as
provided in subsection 58 of section 10-19.1-01 if a corporation and subsection 49 of
section 10-32.1-02 if a limited liability company, and submitted on a form prescribed by
the secretary of state. If the corporation or limited liability company is in the hands of a
receiver or trustee, it must be signed on behalf of the corporation or limited liability
company by the receiver or trustee. An annual report must include the following
information with respect to the preceding calendar year:

1. The name of the corporation or limited liability company.

2. The name of the registered agent of the corporation or limited liability
company as provided in chapter 10-01.1 and, if a noncommercial
registered agent, the address of the registered office of the corporation or
limited liability company in this state.

3.  With respect to each corporation:

a. A statement of the aggregate number of shares the corporation has
authority to issue, itemized by classes, par value of shares, shares
without par value, and series, if any, within a class.

b. A statement of the aggregate number of issued shares, itemized by
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classes, par value of shares, shares without par value, and series, if
any, within a class.

4.  With respect to each limited liability company:
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a. A statement of the aggregate number of units the limited liability
company has authority to issue, itemized by classes and series, if any,
within a class.

b. A statement of the aggregate number of issued units, itemized by
classes and series, if any, within a class.

With respect to each shareholder or member:

a. The name and address of each, including the names and addresses
and relationships of beneficiaries of trusts and estates which own
shares or membership interests;

b. The number of shares or membership interests or percentage of
shares or membership interests owned by each;

c. The relationship of each;

d. A statement of whether each is a citizen or permanent resident alien
of the United States; and

e. Astatement of whether at least one is an individual residing on or
operating the farm or ranch.

With respect to management:

a. If a corporation, then the name and address of each officer and
member of the board of directors, and a statement of whether each is
a shareholder actively engaged in operating the farm or ranch; or

b. If a limited liability company, then the name and address of each
manager and member of the board of governors, and a statement of
whether each is a member actively engaged in operating the farm or
ranch.

A statement providing the land description and listing the acreage
[hectarage] and location listed by section, township, range, and county of
all land in the state owned or leased by the corporation or limited liability
company and used for farming or ranching. The statement must also
designate which, if any, of the acreage [hectarage] is leased from or jointly
owned with any shareholder or member and list the name of the
shareholder or member with that acreage [hectarage].

A statement of the percentage of the annual average gross income of the
corporation or limited liability company which has been derived from
farming or ranching operations over the previous five years or for each
year of existence if less than five years.

A statement of the percentage of gross income of the corporation or limited
liability company derived from nonfarm rent, nonfarm royalties, dividends,
interest, and annuities during the period covered by the report.

A corporation engaged in farming which fails to file an annual report is
subject to the penalties for failure to file an annual report as provided in
chapter 10-19.1, except that the penalties must be calculated from the date
of the report required by this section.
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A limited liability company engaged in farming which fails to file an annual
report is subject to the penalties for failure to file an annual report as
provided in chapter 10-32.1, except that the penalties must be calculated
from the date of the report required by this section.

SECTION 11. A new section to chapter 10-06.1 of the North Dakota Century
Code is created and enacted as follows:

Annual report - Contents - Filing requirements.

1

Except for the first annual report, the annual report of an authorized
livestock farm corporation or authorized livestock farm limited liability
company must be delivered to the secretary of state before April sixteenth
of each year. The first annual report must be delivered before April
sixteenth in the year following the calendar vear of the effective date of the
articles of incorporation or articles of organization. The annual report must
be signed as defined in section 10-19.1-01 if an authorized livestock farm
corporation or section

10-32.1-02 if an authorized livestock farm limited liability company and
submitted on a form prescribed by the secretary of state. If the authorized
livestock farm corporation or authorized livestock farm limited liability
company is in the hands of a receiver or trustee, the annual report must be
signed on behalf of the authorized livestock farm corporation or authorized
livestock farm limited liability company by the receiver or trustee. An
annual report must include the following information with respect to the
preceding calendar year:

a. The name of the registered agent of the authorized livestock farm
corporation or authorized livestock farm limited liability company as
provided in chapter 10-01.1 and., if a noncommercial registered
agent, the address of the registered office of the authorized livestock
farm corporation or authorized livestock farm limited liability
company in this state.

b. The name of the authorized livestock farm corporation or authorized
livestock farm limited liability company.
c.  With respect to each authorized livestock farm corporation:

(1) A statement of the aggregate number of shares the authorized
livestock farm corporation has authority to issue, itemized by
classes, par value of shares, shares without par value, and
series, if any, within a class.

(2) Astatement of the aggregate number of issued shares, itemized
by classes, par value of shares, shares without par value, and
series, if any, within a class.

d. With respect to each authorized livestock farm limited liability company:

(1) A statement of the aggregate number of units the authorized
livestock farm limited liability company has authority to issue,
itemized by classes and series, if any, within a class.

(2) A statement of the aggregate number of issued units, itemized
by classes and series, if any, within a class.
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With respect to each shareholder or member:

(1)

(2)

The name and address of each, including the names and
addresses and relationships of trusts and estates that own

shares or membership interests;

If an organization, the state of domicile;
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(3) The number of shares or membership interests;

(4) Each person's percentage of shares entitled to vote, or
membership interests entitled to vote, and whether any voting
agreement exists;

(5) Each person's percentage of capital and financial interests:;

(6) As foindividuals, a statement of whether each is a citizen or

permanent resident alien of the United States; and

(7) As to individuals, a statement of whether each will be actively
engaged-in-operating the authorized livestock farm corporation
or authorized livestock farm limited liability companyfarm-—or

With respect to management:

(1) If an authorized livestock farm corporation, the names and
addresses of the officers and members of the board of
directors.

(2) If an authorized livestock farm limited liability company, the
names and addresses of the managers and members of the
board of governors.

A statement that the authorized livestock farm corporation or
authorized livestock farm limited liability company does not directhror
indirectly own, lease, or hold any interest in more than one hundred
sixty acres [64.75 hectares] of agricultural land in this state.

A statement providing the agricultural land description and listing the
acreage, the total humber of hectares and location listed by section,
township, range, and county of all agricultural land in thise state in
which the authorized livestock farm corporation or authorized
livestock farm limited liability company has an ownership, leasehold,
or other interest.

Ei.

A statement that at least sixty-five percent of the gross income of the

K.

authorized livestock farm corporation or authorized livestock farm

limited liability company will be derived from authorized livestock farm
farming-orranching operations, and that twenty percent or less of the
gross income of the authorized livestock farm corporation or
authorized livestock farm limited liability company is from nonfarm
rent, nonfarm royalties, dividends, interest, and annuities.

A statement that the authorized livestock farm corporation or

authorized livestock farm limited liability company does not engage
in the cultivation of land for the production of crops or the grazing of
livestock in this state.

Lk. The first date of operations.
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authorized livestockfarm-limited liability-company- A statement that
the authorized livestock farm corporation or authorized livestock farm
limited liability company does not hold an interest in_any other
authorized livestock farm corporation or authorized livestock farm
limited liability company in this state that in combination with the
authorized livestock farm corporation or authorized livestock farm limited
liability company own, lease, or otherwise have an interest in more
than six hundred forty acres [259 hectares] of agricultural land
holdings in this state..
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shareholderormemberandlistthe name of the shareholderor
memberwith-that acreage-and-the- total-number-of hectares-

e.l. A statement of the percentage of the annual average gross income of
the authorized livestock farm corporation or authorized livestock farm
limited liability company which has been derived from authorized

livestock farmfarmingorranching operations over the previous five
years or for each year of existence if less than five years.

g-m. A statement of the percentage of gross income of the authorized
livestock farm corporation or authorized livestock farm limited liability
company derived from nonfarm rent, nonfarm royalties, dividends,
interest, and annuities during the period covered by the report.

[

An authorized livestock farm corporation engaged in authorized livestock
farm operationsfarming which fails to file an annual report is subject to
the penalties for failure to file an annual report as provided in chapter 10-
19.1, except the penalties must be calculated from the date of the report
required by this section.

o

An authorized livestock farm limited liability company engaged in
authorized livestock farm operationsfarming which fails to file an annual
report is subject to the penalties for failure to file an annual report as
provided in chapter 10-32.1, except the penalties must be calculated from
the date of the report required by this section.

SECTION 12. AMENDMENT. Section 10-06.1-21 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-21. Secretary of state to transmit information of noncompliance.

If the secretary of state finds from the annual report that the corporation or
limited liability company is not in compliance with the requirements of section
10-06.1-12 or section 5 of this Act, the secretary of state shall transmit such information
to the attorney general and the governor.

SECTION 13. AMENDMENT. Section 10-06.1-22 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-22. Tax commissioner to compare returns and reports.

Each year the tax commissioner shall select at random at least five percent of
the income tax returns filed by corporations or limited liability companies which report
on income from farming or ranching operations and shall compare such returns with
the annual report required to be filed with the secretary of state by section 10-06.1-17
and section 11 of this Act and shall forward any apparent violations to the attorney
general and the governor.

SECTION 14. AMENDMENT. Section 10-06.1-26 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-26. Protection of minority shareholders.

If a shareholder owns less than fifty percent of the shares of a farming or
ranching corporation or authorized livestock farm corporation doing business under this
chapter, and if the terms and conditions for the repurchase of those shares by the
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corporation or by the other shareholders are not set forth in the bylaws or the
instrument which transferred the shares to the shareholder, or are not the subject of a
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shareholders' agreement or an agreement between that shareholder and the
corporation, then the disposition of such shares must be determined by this section
upon the withdrawal of the shareholder. Any shareholder who desires to withdraw from
the corporation shall first offer the shares for sale to the remaining shareholders in
proportion to the shares owned by them. If not all of the shareholders wish to purchase
the shares, any one shareholder may purchase all of the shares of the withdrawing
shareholder. If no shareholder desires to purchase the shares of a withdrawing
shareholder, then the corporation may purchase the shares. If the corporation chooses
not to purchase the shares of the withdrawing shareholder, then the withdrawing
shareholder may sell the shares to any other person eligible to be a shareholder. If the
withdrawing shareholder is unable to sell the shares to any other person eligible to
become a shareholder, then the withdrawing shareholder may bring an action in district
court to dissolve the corporation. Upon a finding that the withdrawing shareholder
cannot sell the shares at a fair price, the court shall enter an order directing that the
corporation itself or any or all of the remaining shareholders pro rata or otherwise shall
have twelve months from the date of the court's order to purchase the shares of the
withdrawing shareholder at a fair price as determined by the court and that if the
shares of the withdrawing shareholder are not completely purchased at said price, the
corporation shall be dissolved and the assets of the corporation shall be first used to
pay all the liabilities of the corporation with the remaining net assets to be distributed
pro rata to the shareholders in proportion to their ownership of shares. For the purpose
of this section, a fair price for the shares of the withdrawing shareholder must be
determined as though the shares were being valued for federal gift tax purposes under
the Internal Revenue Code.

SECTION 15. AMENDMENT. Section 10-06.1-27 of the North Dakota Century
Code is amended and reenacted as follows:

10-06.1-27. Protection of minority members.

If a member owns less than fifty percent of the membership interest of a farming
or ranching limited liability company or authorized livestock farm limited liability
company doing business under this chapter and if the terms and conditions for the
repurchase of that membership interest by the limited liability company or by the other
members are not set forth in the bylaws, the instrument that transferred the
membership interest to the member, or are not the subject of a member-control
agreement or other agreement between that member and the limited liability company,
the disposition of the membership interest must be determined by this section upon the
withdrawal of the member. Any member who desires to withdraw from the limited
liability company shall first offer the membership interest for sale to the remaining
members in proportion to the membership interests owned by the remaining members.
If not all of the members wish to purchase the membership interest, any one member
can purchase all of the membership interest of the withdrawing member. If no member
desires to purchase the membership interest of the withdrawing member, the limited
liability company may purchase the membership interest. If the limited liability company
chooses not to purchase the membership interest of the withdrawing member, the
withdrawing member may sell the membership interest to any other person eligible to
be a member. If the withdrawing member is unable to sell the membership interest to
any other person eligible to become a member, the withdrawing member may bring an
action in district court to terminate the limited liability company. Upon a finding that the
withdrawing member cannot sell the membership interest at a fair price, the court shall
enter an order directing that the limited liability company or any of the remaining
members pro rata or otherwise, have twelve months from the date of the court's order
to purchase the membership interest of the withdrawing member at a fair price as
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determined by the court and that if the membership interest of the withdrawing member
is not completely purchased at the fair price, the limited liability company must be
dissolved and the assets of the limited liability company must be first used to pay all
liabilities of the limited liability company with the remaining net assets to be distributed
pro rata to the members in proportion to the member's membership interest ownership.
For the purpose of this section, a fair price for the membership interest of the
withdrawing member must be determined as though the membership interest was
being valued for federal gift tax purposes under the Internal Revenue Code."

Renumber accordingly
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Glossary

Community social fabric Refers to social organization,
the features of a community that reflects its stability and
quality of social life. Impacts on community social fabric are
seen in social indicators such as population change; social
disruption indicators; educational attainments and
schooling quality; changes in social class structure; health
status; and changes in local governance.

Family farm A farm operation where the farm household
owns and controls the majority of farm production factors,
land, labor, capital, technology, and management.
Industrial farm A nonhousehold-based farm production
unit, with absentee ownership and control over production
factors.

Marketing contracts The mechanism used by farm
operators to reduce their exposure to market price swings;
these contracts stipulate a commodity price or pricing
mechanism for delivered goods and are used mainly for
crop and dairy commodities.

Organizational changes in farming An increase in the
relative proportion of hired to family labor, greater use of
incorporation as a form of legal organization, and the
movement toward a more integrated industry from farm to
grocery, whose ‘hallmark’ is ‘contract production and
vertical integration.’

Introduction

Public concern about the consequences of nonfamily owned
and operated, industrialized farms for communities dates back
to the 1920s (Boles and Rupnow, 1979). (Boles and Rupnow
(1979, p. 471) state that public concern about corporate in-
fluence in farming began in the 1920-30 period when concern
about large, publicly held corporations centered on fears about
the effect of mechanization, foreclosure of farm land mort-
gages held by corporations, and corporate monopoly of land.)
The first published research on the topic appeared in the
1930s. Since then, government and academic researchers have
produced numerous studies showing the potential for adverse
impacts on community life. The bulk of evidence indicates that
public concern about the detrimental community impacts of

Organizational measures of industrialized

farming Vertical integration of corporations into farming;
contract farming arrangements; absentee ownership of
production factors; dependency on hired labor; operation
by farm managers, as opposed to material operation by
family members; and legal status as a corporation.
Production contracts Mechanisms that involve cost-
sharing arrangements and payment for farm operators’
services usually for livestock production except for dairying.
Socioeconomic well-being Refers to standard measures of
economic performance (employment, income, and business
activity) and to a broader range of socioeconomic indicators
used by sociologists to tap material conditions of families
and populations (family poverty rates and income
inequality).

The industrialization of farming The transformation
whereby farms have become larger-scale, declined in
number, and integrated more directly into production and
marketing relationships with processors through vertical or
contractual integration.

Vertical integration Operation of farms by firms that also
operate in at least one other stage of the food chain, such as
input supply, processing, and marketing.

industrialized farming is warranted. This article summarizes
results from more than five decades of research that has in-
vestigated the relationship between nonfamily industrialized
farming and community well-being. The purposes of this art-
icle are: To document the types of studies that have been
conducted on the topic; to delineate their results as to whether
adverse consequences were found; and to document the as-
pects of community life that may be jeopardized by indus-
trialized farming. This article is grounded in Lobao’s (1990)
longstanding research on farm change and its impacts on
communities and families (Barlett et al., 1999; Belyea and
Lobao, 1990; Kenney et al., 1989; Lasley et al., 1995; Lobao
(Reif), 1987; Lobao, 1990; Lobao (Reif) and Jones, 1987;
Lobao and Meyer, 1995a,b, Meyer and Lobao, 1997; Lobao
and Schulman, 1991; Lobao et al., 1993; Lobao and Thomas,
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1992, 1988) as well as her research on the broader topic of
community development. (Lobao, 1993a,b,c, 1996, 1998;
Lobao and Rulli, 1996; Lobao et al., 1999). She updated this
research in 2000 (Lobao, 2000), which was further updated in
2006 (Stofferahn, 2006), and which was updated and pub-
lished in 2008 (Lobao and Stofferahn, 2008). This article
further updates the research on the topic, and it is based on a
systematic article of 56 studies on the topic of industrialized
farming and community well-being.

The industrialization of farming refers to the transforma-
tion whereby farms have become larger-scale, declined in
number, and integrated more directly into production and
marketing relationships with processors through vertical or
contractual integration (Drabenstott and Smith, 1996, p. 4). In
the past two decades, farms in the farming-dependent Heart-
land states (The states forming the nation’s farm heartland
extend from the Mississippi River to the Rocky Mountains and
from Texas to Canada. These states are Colorado, Iowa, Kan-
sas, Minnesota, Missouri Montana, Nebraska, New Mexico,
North Dakota, Oklahoma, South Dakota, and Wyoming
(Barkema and Drabenstott, 1996, p. 1). More than two-thirds
of the nation’s farm-dependent counties are located in these
states.) declined by roughly one-fourth, whereas average
acreage grew by one-fourth to approximately 750 acres
(Barkema and Drabenstott, 1996, p. 62). As the number of
farms declines, production becomes concentrated on larger
farms. Nationally, small farms (defined here as those having
annual gross sales of less than US$50 000) made up nearly
three-quarters of the nation’s farms in 1995 but they produced
only approximately 8% of sales, whereas the top 2% of farms
(those with sales of over a half million dollars annually) ac-
counted for 44% of all sales (Sommer et al., 1998, p. 10). Half
of the nation’s agricultural sales are produced by 3% of farms
(Sommer et al., 1998, p. 8).

Accompanying the growth of scale of operations are or-
ganizational changes in farming. These include an increase in
the relative proportion of hired to family labor and greater use
of incorporation as a form of legal organization. (In 1995,
more than 98% of the nation’s 2.07 million farms were clas-
sified as family operations. A total of 91% were sole propri-
etorships and 5% were partnerships. Only 3% of all farms were
incorporated, and of these, 86% were considered family-held
corporations by United States Department of Agriculture
(USDA) as they had 10 or less stockholders (Sommer et al.,
1998, p. iv). Another organizational shift is the movement
toward a more integrated industry from farm to grocery, whose
‘hallmark’ is “contract production and vertical integration that
is linking farmers, food processors, seed companies, and other
agribusiness” (Barkema and Drabenstott, 1996, p. 64). Vertical
integration refers to operation of farms by firms that also op-
erate in at least one other stage of the food chain - such as
input, supply, processing, and marketing. In addition to their
direct involvement in farm production, agribusiness firms
contract with farmers for goods and services. Two types of
contracting arrangements should be distinguished. Marketing
contracts are used by independent operators to reduce their
exposure to market price swings; these contracts stipulate a
commodity price or pricing mechanism for delivered goods
and are used mainly for crop and dairy commodities. Pro-
duction contracts involve cost-sharing arrangements or

payment for operators’ services usually for livestock production
except for dairying. On farms using production contracts, the
largest share of farm sales accrues to the contractor (an agri-
business processor and/or producer), with the operator gener-
ally receiving a fixed fee for services (Sommer et al., 1998,
pp. 16-17). Production contracts extend agribusiness firms
into direct farm production using the vehicle of the local
farmer. To sociologists, production contract farms are an inte-
gral component of the agribusiness chain in which agribusiness
firms, depending on corporate strategy, may enter farming
through direct operation of their own units or through em-
ploying local farmers to participate in production homework.
Sociologists are concerned with contract farming because of the
risks it poses to agrarian social structure, communities, and
families. (Sociologists are concerned with contract farming in-
sofar that: it alters agrarian social structure by creating a seg-
ment of farmers who are the structural equivalent of factory
production homeworkers; it extends the influence of indus-
trialized farming in a community; and it erodes formally in-
dependent operators’ autonomy in direct production, farm
decision-making, and control over assets. Sociologists also are
concerned with the general well-being of contractees (oper-
ators) and their families given their asymmetrical relationship
in bargaining power with agribusiness firms.)

In classifying farms as ‘industrialized’” or ‘family,” social
scientists distinguish between the construct (an ideal-type
concept) and its actual measurement (variables used to define
the concept in practice). Different classifications of farms have
been developed over the years because the structure of agri-
culture is continually changing. The term ‘farm structure’ or
‘agricultural structure’ refers to a broad set of characteristics
that describe US farms, as well as the distribution of farm
production resources and returns to those engaged in farm
production activities (Sommer et al., 1998, p. 6). Sommer et al.
(1998, p. 6) provide a useful overview of the criteria used to
classify farms. For sociologists, family farming is identified by
whether the family unit owns a majority of capital resources,
such as land, machinery, buildings, makes the majority of
managerial decisions, and provides the bulk of labor (Goss
et al., 1980). Social scientists often use farm scale as a proxy
measure to classify farms, because it is simple, clear, and often
correlated with organizational characteristics of units. A recent
USDA article classifies ‘commercial farms’ as those with US
$50 000 or more in gross sales and ‘small farms’ as those with
gross sales of less than US$250 000 (Sommer et al., 1998,
p. 69). Family farms (organized as sole proprietorships, part-
nerships, or family corporations) with gross sales of more than
US$25 000 are classified as ‘large-family farms,’ whereas
‘nonfamily farms’ are any farms organized as nonfamily cor-
porations, cooperatives, and farms operated by hired managers
(Sommer et al., 1998, p. 72). ‘Family’ farms and ‘industrial-
ized’ farms are constructs at opposite ends of the farm con-
tinuum. To sociologists, the construct ‘family farm,” is that
where the farm household owns and controls the majority of
farm production factors, land, labor, capital, technology, and
management. At the other end of the farm continuum, the
construct, ‘industrial farm,” refers to a nonhousehold-based
production unit, with absentee ownership and control over
production factors. As with nonfarm firms, industrialized
farms have a division of labor among owners, managers, and
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labor with different groups of people assigned to different
positions in the production process. Industrial farms “...are
owned by one group of people, managed on a daily basis by
another person or group, and worked by yet another group”
(Browne et al., 1992, p. 30). Between these ‘ideal-type’ de-
scriptions of family and industrialized farms are other ar-
rangements in organizing farming, such as part-owner farming
(a form of family farming where the operator both owns and
rents the land). Again, these are ‘ideal-type’ constructs, whose
specific definition and measurement must depend upon the
time period and public context.

When social scientists refer to ‘industrialized” farms, they
invariably are referring to both scale and organizational char-
acteristics of the farm unit. (Social scientists measure indus-
trialized farming by both scale and organizational variables.
Scale is usually measured by sales and sometimes by acreage
and real estate and for livestock operations, animal inventory.
The actual dollar value for scale indicators used by analysts to
indicate a ‘large-scale’ farm will obviously vary by the time
period of study. In addition, what is considered a ‘large-scale
farm’ also varies by regional context and commodity. Organ-
izational measures of industrialized farming include vertical
integration of corporations into farming; production contract
farming arrangements; absentee ownership of production
factors; dependency on hired labor; operation by farm man-
agers, as opposed to material operation by family members;
and legal status as a corporation (family or nonfamily) or
syndicate.) In general, but not always, scale will coincide with
organization. That is, large-scale farms (relative to smaller
farms) are more dependent on hired labor and managers and
more likely to have absentee owners, to be incorporated,
and to be vertically integrated with agribusiness. For example,
in 1995, mean gross sales of corporate farms were US$576 925
as compared with US$54 287 for sole proprietorship farms
and US$218 795 for farms organized as partnerships (Sommer
et al., 1998, p. 15). Farms with production or marketing con-
tracts also tend to be larger. In 1995, farms with marketing
contracts (approximately 11% of all farms) had mean gross
sales of US$242 888; whereas farms with production contracts
(2.3% of all farms) had mean gross sales of US$617 858
(Sommer et al., 1998, p. 12). For the purposes of this article,
the umbrella term ‘industrialized farm’ is used to refer to both
scale and operating characteristics of industrialized farms.
Where it is useful and feasible to do so, a distinction is made
between between scale and operating characteristics.

This article is organized into four sections. First, the article
discusses the history of government and academic concern
about the risks of industrialized farming for community well-
being, from the 1930s to the present. Second, the article
summarizes the findings from Lobao's research and that of her
colleagues. Third, the article findings from five decades of so-
cial science research. It is divided into several subsections
discussing, respectively, research issues involved in analyzing
industrialized farming and community impacts, focusing on
indicators of industrialized farming and types of consequences
that a summary evaluation must consider; the various research
designs used to assess the consequences of industrialized
farming; and a summary of the results of past studies as to
whether detrimental impacts were found. Eventually, the art-
icle ends with summary and conclusion.

It should be noted that public concern about industrialized
farms extends beyond the well-being of states and their com-
munities. Rather, public as well as academic concern extends
to national food system issues, such as agribusiness concen-
tration, consumer health, food safety, and sustainability of the
national ecosystem. The immediate effects of industrialized
farms, however, are on the day-to-day lives of people residing
in the places where these farms are located. It is also at this
level that social scientists have conducted a great deal of re-
search over a long period of time. For these reasons, this article
deals with the consequences of industrialized farming for well-
being at the community level.

History of Public, Government, and Academic Goncern
with the Consequences of Industrialized Farming

More than a half century of research centers on the potential
detrimental social consequences of industrialized farming.
Since 1930s, the government and academic researchers have
investigated the extent to which large-scale, industrialized
farms adversely affect the communities in which they are lo-
cated. One of the first series of studies was conducted by a
sociologist, Tetreau (1938, 1940), who found that large-scale,
hired labor-dependent farms were associated with poor social
and economic well-being in rural Arizona communities.

In the early 1940s, the USDA sponsored a research project
on the effects of industrialized farming using a matched-pair of
two California communities, Arvin where large, absentee-
owned, nonfamily operated farms were more numerous, and
Dinuba, where locally owned, family operated farms were more
numerous. The article on this project was prepared by Walter
Goldschmidt, a USDA anthropologist. The purpose of the study
was to assess the consequences of a California law with a pro-
vision placing acreage limitations on large farms located in
California’s Central Valley, so as to support family-size farms
in the region. Goldschmidt (1978a, p. 458) notes that “The
comparative study of Arvin and Dinuba was designed to de-
termine the social consequences that might be anticipated for
rural communities if the established law was applied or
rescinded.”

In this article, Goldschmidt (1978a) systematically docu-
mented is the relationship between large-scale farming and its
adverse consequences for a variety of community quality of
life indicators. Goldschmidt (1978a) observed that, relative to
the family farming community, Arvin’s population had a small
middle class and high proportion of hired workers. Family
incomes were lower and poverty was higher. There were poorer
quality schools and public services, fewer churches, civic or-
ganizations, and retail establishments. Arvin's residents also
had less local control over public decisions, or ‘lack of
democratic decision-making,” as the local government was
prone to influence by outside agribusiness interests. By con-
trast, family farming Dinuba had a larger middle class, better
socioeconomic conditions, high community stability, and civic
participation. Goldschmidt’s review was eventually published
as Congressional Testimony (1968) and as a book (1978a).
Goldschmidt’s conclusion that large-scale industrialized farms
create a variety of social problems for communities has been
confirmed by a number of subsequent studies. One criticism
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of Goldschmidt's (1978a) research was published by agri-
cultural economists Hayes and Olmstead (1984). They did not
challenge Goldschmidt's (1978a) conclusion that large-scale,
industrialized farms have adverse community impacts. Rather
they argued that Arvin and Dinuba were not as closely mat-
ched research sites in the 1930s as Goldschmidt had intended.
Nearly four decades after Goldschmidt's study, the state of
California, through its Small Farm Viability Project (1977,
pp. 229-230), affirmed Goldschmidt's conclusions by re-
visiting Arvin and Dinuba. They concluded that: “The disparity
in local economic activity, civic participation, and quality of
life between Arvin and Dinuba...remains today. In fact, the
disparity is greater. The economic and social gaps have
widened. There can be little doubt about the relative effects of
farm size and farm ownership on the communities of Arvin
and Dinuba.”

As the US agricultural structure has evolved toward larger
and fewer farms, government and academic researchers have
continued to investigate the extent to which large-scale, non-
family owned and operated industrialized farms adversely af-
fect communities. Congress has conducted inquiries, such as
that by the Senate Subcommittee on Monopoly dealing with
Corporate Secrecy and Agribusiness, in which rural sociologists
and agricultural economists provided testimony in 1973 about
the dangers to communities posed by increasing corporate
control of agriculture (Boles and Rupnow, 1979, pp. 468-469).
The Office of Technology Assessment (OTA), concerned that the
relative growth of large-scale industrialized farms might have
adverse impacts on communities, commissioned a series of
research papers on the topic. The OTA research came as a re-
quest from Congress and was published first as a review (OTA,
1986) and later as a book (Swanson, 1988). Federal and state
funding has been directed to at least two Agricultural Experi-
ment Station projects that assess the community consequences
of large-scale, nonfamily farms: Project S-148 ‘Changing Struc-
ture of Agriculture: Causes, Consequences, and Policy Impli-
cations’ (1982-86); and Project S-198 ‘Socioeconomic
Dimensions of Technological Change, Natural Resource Use,
and Agricultural Structure’ (1986-90). The later project resulted
in a monograph on the consequences of industrialized farming
for communities (Lobao, 1990) among other publications.

In the 1990s, public concern with industrialized farming
has centered particularly on large integrated livestock pro-
ducer/processor enterprises. Recent studies supported by the
NCRCRD (1999), the University of Missouri Agricultural Ex-
periment Station (Seipel et al,, 1998, 1999) and Duke Uni-
versity Medical School (Schiffman, 1998) have documented a
variety of adverse impacts of these enterprises on com-
munities, households, and individuals.

In summary, there has been more than 50 years of public,
academic, and government concern that large-scale, indus-
trialized farms jeopardizes community well-being. This concern
has resulted in numerous studies, in government-sponsored
reviews, and in congressional hearings. In the 1990s, public
concern with industrialized farming has increased due to the
problems posed by large-scale animal confinement operations.
Sodial scientists have responded to this increased public con-
cern by initiating a number of recent projects, leading to a new
generation of literature on the community consequences of
industrialized farming.

Research by Lobao and Colleagues

The most recent, comprehensive sociological study on the ef-
fects of industrialized and family farming on communities was
conducted by Lobao (1990). This study examined relationships
across more than 3000 US counties. The study used both farm
scale and organization to measure farm structure; examined
direct and indirect consequences of farming patterns; and
examined long-term and immediate relationships for two time
periods, 1970-80. To measure community outcomes, the study
focused mainly on socioeconomic well-being indicators (me-
dian family income, poverty, and income inequality between
families measured by the Gini coefficient. The Gini coefficient
is used by the federal government to document income in-
equality in the US and is the measure used most frequently in
recent studies of economic development across spatial units
such as counties (Lobao et al, 1999)) but also included of
community social disruption (births-to-teenagers) and health
status (infant mortality). The study examined the effects of
three different community farm structures: ‘smaller family
farming’ (small, part-time family farms); ‘larger family farming’
(moderate-size, capital-intensive, family operated units using
little hired labor), and industrialized farming (large-scale,
hired-labor-dependent farms).

The community farming structures were constructed based
on the research by Wimberley (1987). Each of the measures of
farm structure was a composite of scale and organizational
indicators, created through a statistical technique called factor
analysis. Multivariate statistical methods, regression, and dis-
criminant analysis, were used to analyze the effects of the three
farm structures net of other community conditions, including
nonfarm industrial employment, establishment size of local
businesses, human capital, and demographic characteristics of
the population (educational attainments, ethnicity), un-
employment, social welfare payments, unionization, and
spatial factors, such as region of the country.

The findings were the following. There was consistent
support that moderate-sized family owned and operated farms
benefit communities. Counties where these types of farms (i.e.,
larger family farming) predominated had better socio-
economic well-being (lower family poverty, higher median
family income, lower unemployment, and lower infant mor-
tality). The beneficial effects of this family farming were found
across the US, for two time points, 1970 and 1980. Moreover,
this type of farming continued to result in beneficial effects
over time. Counties where larger family farming was greater in
1970 continued to have better socioeconomic well-being over
time. This study indicates that the ‘high road’ to community
development is a farming system based on moderate-sized
family operations. Such farming not only increases aggregate
well-being, as indicated by income levels, but it also sustains a
larger middle class, as indicated by lower income inequality
and poverty, and thus allows more families to benefit from the
income produced.

Where industrialized farming was greater, however, there
were mixed effects on community well-being, either detri-
mental or no statistically significant impacts. For example,
industrialized farming had no relationship with family poverty
or median family income at either of the two single time
points (1970 and 1980). Industrialized farming, however, was
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related to higher income inequality at both time points, and
also to lower family income, higher poverty, and higher in-
come inequality across time, over the decade from 1970 to
1980 (i.e., counties with greater industrialized farming in 1970
experienced relative declines in socioeconomic well-being over
the decade). The finding that industrialized farms are associ-
ated with high income inequality indicates that this farming
segments social class structure by polarizing families into
richer and poorer income groups. Income polarization is re-
lated to other social problems, such a crime and other break-
downs in the social fabric of the community. The study also
found that where very small farms predominated, well-being
was poorer. This indicates that researchers should distinguish
between small and moderate family operated units in assess-
ing consequences for well-being. Smaller family farming tends
to predominate more in the South.

As would be expected in a postindustrial society, nonfarm
manufacturing and service employment were stronger pre-
dictors of community well-being than farming. It is important
to note, however, that the study found that farming, nonfarm
industry, and other local characteristics were interrelated,
mutually sustaining a population in a locale. (That farming
has a smaller impact on community well-being than does
nonfarm industry is expected even for communities highly
dependent on farming. Farming is interrelated with local
nonfarm industry and other sectors, forming a community
livelihood strategy which sustains a population in a locale.
Communities where larger family farming predominated had
a much higher wage, durable manufacturing employment, and
greater employment in local schools and retail industries.
Communities where industrialized farming predominated had
greater employment in lower wage manufacturing such as
food processing, less employment in education, health, and
retail services, a higher minority population, and provided
relatively higher per capita benefits to welfare recipients.)
Good quality farms and high quality local employment were
interrelated, with ‘larger family farming’ associated with
greater employment in high wage manufacturing and other
beneficial sectors. The study offered consistent support that
when farming is an economic development strategy of choice,
moderate-sized family farms are best for communities.

This research on farming systems and community and
regional well-being has been elaborated in other reviews
(Kenney et al., 1989; Lobao, 1987, 1993¢, 1996, 1998; Lobao
and Jones, 1987; Lobao and Schulman, 1991; Lobao et al.,
1993; Lobao and Thomas, 1992).

One of the most recent sociological analyses on indus-
trialized farming and inequality is that conducted by one of
Lobao’s students (Crowley, 1999). The methodology used in
the study is similar to that followed in Lobao (1990), but the
indicators of farm structure differ. She analyzed the effects of
farm concentration using several indicators (concentration
of land, value of land and buildings, and the value of equip-
ment and machinery, indicators measured by the Gini co-
efficient), and data for all (1053) counties in the North Central
usS (Ilinois, Indiana, Iowa, Kansas, Michigan, Minnesota,
Missouri, Nebraska, Ohio, North Dakota, South Dakota, and
Wisconsin). She analyzed consequences of these dimensions
of farm-sector concentration for local levels of family poverty
and family income inequality net of other community

characteristics. In counties where farm-sector concentration
was higher (i.e., a few large farms held a disproportionate
share of local property in land and real estate), there was
significantly higher poverty among families and significantly
greater income polarization between families. Moreover,
where farm concentration was higher, residents had lower
education.

In the 2004 study, Crowley and Roscigno documented how
concentration of agricultural resources shapes rural community
stratification through the political economic process. In add-
ition to measures of farm sector resource concentration, meas-
ured by the Gini coefficient, and labor endowment (percentage
of county work force employed in core, extractive, competitive,
and state sectors), they included measures of political process
(proportion of votes in presidential election for Democratic
Party, average household payment rates, average per farm
county level spending on agricultural assistance), and worker
power attributes (percentage of manufacturing employees that
are unionized, proportion of population that are a minority,
percentage of population, aged 25+ years with a high school
diploma, and proportion of labor force unemployed). Using
data for all (1053) counties in the North Central US, it was
found that dimensions of farm sector concentration shape both
poverty and inequality. Furthermore, they found that farm
sector concentration is explained by political economic pro-
cesses, and these processes mediate the negative effects of land
concentration on economic well-being. In particular, they
found that relative to large-scale farms, capital concentration
promotes government spending that benefits large farms,
whereas it blocks government or labor-market programs that
assists farmers whose farms it consumes and farm workers it
exploits. These attempts are evident by the increased funding
for agricultural research which benefits large farms, decreased
redistribution efforts through transfer payments to benefit small
farms and workers, decreased political consciousness through
lower levels of Democratic Party support, and reduced labor
power through lower unionization rates and education and
higher unemployment and minority representation.

To provide a balanced assessment of the consequences of
industrialized farming, it is useful to review the past findings
of other investigators, using different methodologies, for dif-
ferent time periods, and from different disciplines. In the
Section Review of Past Research on Industrialized Farming and
Well-Being, the types of studies conducted on the relationship
between industrialized farming and community well-being
and their conclusions are discussed. On balance, the social
science evidence accumulated from these and other studies
supports public, academic, and government concern about the
potential risks of industrialized farming. Recent research in-
dicates that the public’s welfare is at risk in at least four major
areas. Industrialized farming (1) has a detrimental impact on
certain aspects of socioeconomic well-being; (2) disrupts the
social fabric of communities; (3) poses environmental threats
where livestock production is concentrated; and (4) is likely to
create a new pattern of ‘haves and have nots’ in terms of
agricultural production, whereby some communities gain
large, industrialized farms (and attendant social problems),
and others lose their farming base as production becomes
concentrated elsewhere in the state and regional economy.
(Drabenstott and Smith, 1996, p. 4)
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Review of Past Research on Industrialized Farming
and Well-Being

Over the past half century, numerous studies, spanning dif-
ferent time periods and regions of the county have tended to
find that large-scale industrial farming has detrimental com-
munity impacts. This does not mean that every study has
produced these results, but rather that empirical evidence ac-
cumulated over the years shows a repeated trend that large-
scale industrialized farms have adverse impacts on a number
of different indicators of community well-being and that this
trend is sufficiently established in the social sciences, to the
point that almost all sociological studies begin with the
working hypothesis (research expectation) that large-scale in-
dustrial farms will have adverse community effects. The extent
to which past research supports this hypothesis is discussed in
the Section Research Issues Involved in Analyzing Industrial-
ized Farming and Its Community Impacts. It should be stres-
sed that no single study can provide a definitive answer as to
whether large-scale industrialized farming will or will not ad-
versely affect public well-being in any particular region or
state. This is due both to the complexity of the research
question and to the lack of existing data required to fully
analyze it. At best, a single study can assess the extent to which
certain indicators of industrialized farming have adverse affects
on certain indicators of community well-being in certain pla-
ces and time periods. Therefore, the most comprehensive an-
swer to the question of whether industrialized farming
adversely affects public well-being comes not from a single
study but from assessing the conclusions of decades of past
research.

Research Issues Involved in Analyzing Industrialized
Farming and Its Community Impacts

To adequately assess the consequences of large- scale industrial
farming, the following issues about indicators of industrialized
farming and types of consequences must be considered.

Industrialized farming should be analyzed using scale as
well as indicators of farm organization. Scale is usually
measured by sales or sometimes acreage. As a measure of in-
dustrialized farming, scale is limited for several reasons:
Family owned and operated farms may be large scale owing to
technology; scale alone does not capture organizational fea-
tures of industrialized farming, such as absentee ownership
and nonfamily control over production, that are thought to
put communities at risk. Organizational measures of indus-
trialized farming include: Vertical integration of corporations
into farming; contract farming arrangements; absentee own-
ership of production factors; dependency on hired labor; op-
eration by farm managers, as opposed to material operation by
family members; and legal status as a corporation. With regard
to legal status, family and nonfamily-held corporations should
be distinguished. (It should also be recognized that farms may
be incorporated because of family farmers’ interests in estate
planning, greater assurance of business continuity, limited
liability, and income tax advantages.)

To adequately assess consequences for community well-
being, the full array of outcomes should be considered. Research

points to three major sets of consequences of industrialized
farming in a community: impacts on socioeconomic well-
being, community social fabric, and environment.

Socioeconomic well-being refers to standard measures of
economic performance (essentially employment, income, and
business activity) and to a broader range of socioeconomic
indicators used by sociologists to tap material conditions of
families and populations (family poverty rates and income
inequality).

Community social fabric refers to social organization - the
features of a community that reflects its stability and quality of
social life. Impacts on community social fabric are seen in
social indicators such as population change; social disruption
indicators (crime rates, births-to-teenagers, social-psycho-
logical stress, community conflict, and interference with en-
joyment of property); educational attainment and schooling
quality; changes in social class structure (decline of local
middle class and in-migration of low-wage workers); health
status, such as mortality rates; civic participation (e.g., declines
in church attendance, voluntary organizational membership,
and voting); and changes in local governance, such as loss of
local control over community decision-making, and resource/
fiscal pressures on local government, such as those due to
increased need for social services and diversion of public funds
to subsidize agribusiness development.

Environmental indicators include quality of water, soil,
and air, energy usage, and environmentally related health
conditions.

Industrialized farming has both direct and indirect con-
sequences for community well-being. Both sets of con-
sequences should be considered. Industrialized farms directly
influence community well-being: Through the quantity of jobs
produced and the earnings’ quality of those jobs; by the extent
to which these farms purchase inputs and sell outputs locally;
by affecting the quality of local environmental conditions; and
by affecting local decision-making about economic develop-
ment and other public-interest areas relevant to community
quality of life.

First-order, indirect effects on local economic performance
and general socioeconomic conditions occur because the
quantity and quality of jobs plus purchases affect total com-
munity employment, earnings, and income (e.g., economic
multiplier effects), the local poverty rate, and income in-
equality. First-order, indirect effects on local social fabric occur
because the quantity of jobs created by industrial farms affects
total community population size; the quantity and quality of
jobs affect social class composition, such as a when an increase
in hired farm workers reduces the proportion of the local
middle class; local control over community decision-making
may erode or become conflictual, as the interests of indus-
trialized farmers and absentee owners are detached from those
of local residents.

Second-order, indirect effects on local social fabric work
through first-order effects cited above. Population size and so-
cial class composition are related to indicators of community
social disruption, such as crime, family instability, the high
school dropout rate, and conflict resulting in civil suits; local
demand for schooling, public assistance, health, and other so-
cial services; and the property tax base (Boles and Rupnow,
1979; Freudenburg and Jones, 1991; Murdock et al., 1988;
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NCRCRD, 1999 (Rapid increases in population size and poorer
social class composition tend to be related to the indicators of
social disruption noted and also place increased demands on
local schooling and other social services. Population decline
reduces local demand for services and the property tax base.).
Decline of local control over community decision-making cre-
ates problems associated with poor governance, such as the
potential for diversion of public resources toward financial in-
centives supporting the interests of agribusiness developers over
the community at large; and the loss of public and private
revenues to support local schools, community services, and
infrastructure, which contributes to a downward spiral of
community social and economic conditions.

The direct and indirect paths by which industrialized
farming may affect community well-being are delineated in
various studies, including Boles and Rupnow (1979), Lasley
et al. (1995), Lobao (1990), MacCannell (1988), and the
NCRCRD (1999).

Differences in impacts for diverse social groups within the
community must be considered. Changes in farming affect
social groups differently, depending upon their age, class
position, and residents’ proximity to industrialized farms. The
elderly and poor are affected by rising costs of housing and
services whenever large corporations migrate to a rural com-
munity (Summers et al., 1976). Within communities with
large confined animal-feeding operations (CAFOs), residents
who live closer to the operation review inability to enjoy their
properties and physical and psychological problems associated
with odor (Schiffman et al., 1998; Wing and Wolf, 1999;
Reisner et al., 2004; Constance and Tunistra, 2005). Property
closer to CAFOs has been found to fail to appreciate in value
relative to places further away (Seipel et al., 1998). Income
generated by industrialized farming (relative to family farming
and over time) also appears less likely to filter down to
families of different social classes. As noted, Lobao (1990) and
Crowley (1999) observed that income inequality was higher in
communities where industrialized farming was greater.

There are long-term as well as short-term consequences
of industrialized farming for communities and for regional
development within a state. Industrialized farming puts a
community on a path of development whose consequences
are not fully manifest in the short term of 1 or 2 years. Lobao
(1990) observed that some impacts were manifest a decade
later. As noted earlier, counties with greater industrialized
farming in 1970 had a significantly poorer well-being a decade
later: These counties had a lower median family income,
higher family poverty rates, and higher income inequality
relative to other counties and net of past county conditions.
For the heartland states, economists at the Federal Reserve
Board of Kansas City (Drabenstott and Smith, 1996, p. 4)
indicate that differences in communities will widen over time.
According to these economists, industrialized agriculture will
have two effects on rural communities. Industrial agriculture
production and processing will cluster in some communities
resulting in an increase in jobs and income. The economic
links between industrial agriculture and communities, how-
ever, will be different than they were under commodity pro-
duction because more production inputs are purchased from
nonlocal sources, and more of the profits go to nonlocal
owners of the firm.

Types of Studies Conducted on the Effects of
Industrialized Farming: Research Designs and
Methodology

Analysts have used primarily four different types of research
designs to assess whether industrialized farms have detri-
mental impacts on communities. Each design has inherent
strengths and limitations in being able to comprehensively
analyze industrialized farming and its many potential impacts.
(The author has outlined the strengths and limitations that are
intrinsic to each research design. An individual study will vary
as to how the analysts have exploited the strengths or over-
come the limitations of the design.)

Case-study designs provide indepth analysis of the con-
sequences of industrialized farming in a single or mult-
community site. Usually, a comparative case-study design is
implemented whereby a community or communities character-
ized by industrialized farming are contrasted with a community
or communities with a different farming pattern (usually mod-
erate-sized, family owned and operated farms). A comparative
case-study design allows communities to be matched on similar
background characteristics, such as location near cities and
dependency on farming as an economic base, which helps to
‘control’ (or exclude) extraneous factors that influence the rela-
tionship between farming type and community well-being.

Macrosocial accounting designs involve statistical analysis
of secondary or precollected data from government and other
sources, such as the Census of Agriculture and Census of
Population, to document relationships found in regional so-
cial structure (MacCannell, 1988). Community units, such as
counties and townships, and states are the research focus. To
assess the consequences of industrialized farming, analysts
usually compare its effects relative to other farming (usually
smaller or moderate-sized family farm units) and over time,
while controlling for other, nonfarm factors known to affect
community well-being. Multivariate statistical techniques,
such as regression procedures and discriminant analysis, are
used so that the effects of farm structure are assessed net of
other community conditions.

Regional economic impact models use linear programming
methods to estimate impacts on employment and income for
regions, states, and smaller units such as counties and cities.
These studies focus on the integration of business enterprises
in markets and use programs, such as variants of input-output
analysis, to model the backward and forward linkages with
enterprises in other industries and to estimate resulting local
impacts. The costs and benefits of varying different firm-level
practices can be estimated.

Survey-design studies use samples of populations from any
number of communities. These studies use interviews or ques-
tionnaires to document how industrialized farming affects
residents or a particular social group exposed to industrialized
farming as compared with those who are not (such as those
residing in family farming communities). In contrast to mac-
rosocial accounting and economic impact models which are
based usually on secondary or precollected data, the researchers
using a survey design collect primary data directly from indi-
viduals or families. Multivariate statistical procedures such as
regression are used to assess the consequences of farm variables
net of other community and individual characteristics.
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Conclusions of Studies Examining Industrialized
Farming and Community Well-Being

As noted, to assess the consequences of industrialized farming,
it is useful to examine the body of past work conducted by
researchers from various social science disciplines, over time,
and using different methodologies. This analysis is built upon
a metaanalysis by Lobao (1990), who examined research from
1930 to 1988. A metaanalysis is a quantitative assessment
across individual studies that allows for comparison and in-
tegration of empirical findings (Cooper, 1989). Metaanalyses
are useful for drawing systematic conclusions when many
empirical studies by different researchers exist that examine the
same research question. To develop the pool of empirical
studies used in the analysis, the literature from 1988 to the
present was surveyed. (This table has been updated from
Lobao (2000) by adding all empirical studies published on the
topic in Rural Sociology (the major scholarly journal in this
field) since 2000. A review of reviews in the American Journal of
Agricultural Economics (the major scholarly journal in this field)
over the past 5 years was undertaken but no empirical studies
were found on the topic. In addition, the following journals
were surveyed for reviews relevant to the topic: Agriculture,
Food and Human Values, Culture and Agriculture, Sociologia
Ruralis, Southern Rural Sociology, American Journal of Alternative
Agriculture (now the Renewable Agriculture and Food Systems
journal), Journal of Rural Studies and the International Journal of
the Sociology of Agriculture and Food. Two scholarly search en-
gines — Google Scholar and Agricola were also used to find
relevant reviews. Some reviews were located serendipitously.
The programs and abstracts for the 2000-05 Annual Meetings
of the Rural Sociological Society also were reviewed.) Table 1
shows the classification of findings by research design of 56
studies conducted since the 1930s on the effects of indus-
trialized farming on community well-being. In most studies
(all of the sociological studies), the authors hypothesize that
where farms are of larger- scale or industrialized in terms of
organizational characteristics, they have a detrimental impact
on the indicator(s) of community well-being, relative to family
owned and operated farms. These relationships are expected to
be found across communities and over time.

Types of Detrimental Impacts Reviewed by Social
Scientists

Social scientists review that industrialized farms are related to
relatively worse conditions for the following community
impacts:

Socioeconomic Well-Being

e Lower relative incomes for certain segments of the com-
munity: Greater income inequality (income polarization
between the affluent and the poor) or greater poverty
(Tetreau, 1940; Goldschmidt, 1978a; Heady and Sonka,
1974; Rodefeld, 1974; Flora et al., 1977; Wheelock, 1979;
Lobao, 1990; Crowley, 1999; Deller, 2003; Crowley and

Roscigno, 2004; Peters, 2002; Lyson and Welsh, 2005;
Durrenberg and Thu, 1996).

e Higher unemployment rates (Skees and Swanson, 1988;
Lyson and Welsh, 2005).

e Lower total community employment generated (Marousek,
1979; Thompson and Haskins, 1998).

Social Fabric

e Population: Decline in local population size where family
farms are replaced by industrialized farms; smaller popu-
lation sustained by industrialized farms relative to family
farms (Goldschmidt, 1978a; Heady and Sonka, 1974;
Rodefeld, 1974; Wheelock, 1979; Swanson, 1980).

e Class composition: Social class structure becomes poorer
(increases in hired labor) (Gilles and Dalecki, 1988;
Goldschmidt, 1978a; Harris and Gilbert, 1982).

e Social disruption:
© increases in crime rates and civil suits NCRCRD (1999);
o general increase in social conflict (Seipel et al., 1999);
o greater childbearing among teenagers (Lobao, 1990);

O increased  stress,  social-psychological  problems
(Martinson et al., 1976; Schiffman et al., 1998);

o swine CAFOs located in census blocks with high poverty
and minority populations (Wilson et al., 2002);

O deterioration of relationships between hog farmers
and neighbors (Jackson-Smith and Gillespie, 2005;
McMillan and Schulman, 2003); and

© more stressful, less neighborly relations (Constance and
Tuinstra, 2005; Smithers et al., 2004).

e Civic participation: deterioration in community organiza-
tions, less involvement in social life (Goldschmidt, 1978a;
Heffernan and Lasley, 1978; Poole, 1981; Rodefeld, 1974;
Lyson et al., 2001; Smithers, 2004).

e Quality of local governance: less democratic political de-
cision-making, public becomes less involved as outside
agribusiness interests increase control over local decision-
making (Tetreau, 1940; Rodefeld, 1974; Goldschmidt,
1978a; McMillan and Schulman, 2003).

e Community services: fewer or poorer quality public ser-
vices, fewer churches (Tetreau, 1940; Fujimoto, 1977;
Goldschmidt, 1978a; Swanson, 1980).

e Retail trade: Decreased retail trade and fewer, less diverse
retail firms (Goldschmidt, 1978a; Heady and Sonka,
1974; Rodefeld, 1974; Fujimoto, 1977; Marousek, 1979;
Swanson, 1980; Skees and Swanson, 1988; Foltz et al.,
2002; Foltz and Zueli, 2005, Smithers, 2004; Gomez and
Zhang, 2000).

e Reduced enjoyment of property: Deterioration of land-
scape, odor in communities with hog CAFOs (Schiffman
et al., 1998; Wing and Wolf, 1999, 2000; Constance and
Tuinstra, 2005; Reisner et al., 2004; Wright et al., 2001;
Kleiner, 2003; McMillan and Schulman, 2003).

e Health: neighbors of hog CAFOs review upper respiratory,
digestive tract disorder, eye problems (Wing and Wolf,
1999, 2000; Constance and Tuinstra, 2005; Reisner et al.,
2004; Wright et al., 2001; Kleiner, 2003).

e Real estate values: residences closest to hog CAFOs experi-
ence declining values relative to those more distant
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NCRCRD, 1999, p.46; Seipel et al., 1998; Constance and
Tuinstra, 2005; Reisner et al., 2004; Wright et al., 2001).

Environment

e Ecosystem strains: depletion of water, other energy re-
sources (Tetreau, 1940; Buttel and Larson, 1979; NCRCRD,
1999).

e Environmental consequences of CAFOs: increase in Safe
Drinking Water Act violations, air quality problems, and
increased risks of nutrient overload in soils (NCRCRD,
1999).

The studies indicate the types of community conditions
associated with industrialized farming. To what extent do the
studies overall provide evidence of detrimental impacts? With
regard to the public policy interest in the topic, a count of
studies where any detrimental impacts were found was con-
ducted. The studies were classified according to whether the
researchers review: Largely detrimental impacts; mixed find-
ings (i.e., researchers review only some detrimental impacts
were found); and no detrimental effects. Classifying the stud-
ies is somewhat complex because each may test a number of
relationships about industrialized farming. The studies were
placed into detrimental/no detrimental outcome categories
based on whether the findings for the majority of relationships
tested consistently fell into either of these two categories. Re-
maining studies are those in which the researchers found some
detrimental impacts but other relationships were mixed, as
described further below.

Out of the total 56 studies, researchers review largely det-
rimental impacts in 32, some detrimental impacts in 14, and
no evidence of detrimental impacts in 10. Thus, 82% (46 out
of 56) of the studies review finding some negative impacts of
industrialized farming. This analysis provides quantitative
evidence of the consistency in past research which has led to
the working hypothesis that industrialized farming jeopardizes
community well-being.

Of the 32 studies where social scientists found predomin-
antly detrimental impacts, the following points should be
noted. First, these studies use the four major types of research
designs described earlier, comparative case study, macrosocial
accounting, regional economic impact models and surveys.
Studies reviewing detrimental impacts exist across all time
periods and regions of the country. These studies review ad-
verse outcomes for socioeconomic well-being, social fabric,
and environmental conditions, using both scale and organ-
izational measures of industrialized farming. In sum, the
studies provide a great deal of evidence, produced over many
years by researchers using different research designs, on the
negative impacts of industrialized farming.

Of the 14 studies where social scientists review some, but
not consistently negative impacts of industrialized farming,
the following points should be noted. These studies provide
mixed findings, in that though adverse effects on some com-
munity indicators were found, at least one of the following
also occurred: Industrialized farming had no statistical rela-
tionship with other indicators (i.e., there was an absence of
any relationship); industrialized farming had a trade-off effect,

with beneficial effects on certain indicators; industrialized
farming did not consistently produce negative impacts for all
time periods or regions; or industrialized farming produced
beneficial effects for some groups but detrimental to other
groups. Mixed findings are evident to a greater degree in re-
gional economic impact and macrosocial accounting studies
(Table 1).

Regional impact studies tend to show costs-benefits for
economic performance indicators, with larger farms injecting
greater total income into the community, but also producing
less employment relative to smaller farms (e.g., Heady and
Sonka, 1974; Marousek, 1979). Macrosocial accounting stud-
ies often test a number of relationships, adding to the greater
potential of mixed findings. Lobao’s (1990) study is an ex-
ample. For counties in the 48 contiguous states, industrialized
farming had no relationship with poverty and median family
income at either of the two single time points (1970 and
1980); however, industrialized farming was related to higher
income inequality at both time points and also to lower family
income, higher poverty, and higher income inequality over the
1970-80 decade (i.e., counties with greater industrialized
farming in 1970 experienced relative declines in socio-
economic well-being over the decade).

Other research designs also provide examples of mixed
findings. An example of a case study showing mixed effects is
Wright et al. (2001) conducted in six counties with CAFOs in
Minnesota. This study found that CAFOs had positive effects
for farmers who expanded their operations; detrimental effects
for neighbors to CAFOs whose ability to enjoy their property
deteriorate; detrimental effects for younger and midsized
producers unable to expand because expansion by others had
restricted their access to markets; and no effects for those who
were not neighbors or who were not expanding. A survey
(Jackson-Smith and Gillespie, 2005) also found mixed effects
for the impacts of large-scale, hired-labor-dependent dairies
on community social relations. Farm size was the strongest
predictor of neighbors’ complaints about dairy operations, but
demographic attributes of dairy farm owners had a greater
affect on their relationships with neighbors than did farm size
or use of hired labor.

The 10 studies that found no detrimental impacts of in-
dustrialized farming used mainly macrosocial accounting de-
signs and tended to analyze only indicators of socioeconomic
well-being. Lobao’s and Schulman’s (1991) study is an ex-
ample. They examined whether industrialized farming was
related to higher family poverty across agricultural regions in
the US for the period 1970-80. They found no significant
relationship in any of the four regions analyzed. Finally, a
recent survey design study (Foltz and Zueli, 2005) found no
evidence that large farms are unlikely to purchase locally once
the presence of local suppliers was taken into consideration.
Instead, they demonstrated that purchasing patterns are com-
modity specific and determined by community attachment,
and local supply considerations.

Summary and Conclusion

Social scientists often debate whether empirical research
should be oriented around disciplines’ accumulated body of
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Table 1

Summary of studies examining the effects of industrialized farming on community well-being

Research design

Findings with regard to detrimental effects

Detrimental Some detrimental No detrimental
Case-study 57 2 0
Macrosocial accounting 13° 79 8
Regional economic impact 3¢ 3" 1/
Survey 94 2/ 1k
Other design 2°¢ 0 0
Total (N=56) 32 (57%) 14 (25%) 10 (18%)

Goldschmidt, 1944, 1968, 1978a, original; Small Farm Viability Project, 1977; Constance and Tuinstra, 2005; Whittington and Warner, 2006; McMillan and Schulman, 2003.
bFyjimoto, 1977; Goldschmidt, 1978b; Buttel and Larson, 1979; Swanson, 1980; MacCannell, 1988; Durrenberg and Thu, 1996; Lyson et al., 2001; Peters, 2002; Wilson et al.,
2002; Crowley and Roscigno, 2004; Smithers ef al., 2004; Lyson and Welsh, 2005; Crowley, 1999.

“Gomez and Zhang, 2000; Foltz ef al., 2002; Deller, 2003.

MTetreau, 1938, 1940; Heffernan, 1972; Rodefeld, 1974; Martinson et al., 1976; Poole, 1981; Wing and Wolf, 1999, 2000; Reisner et al,, 2004; Seipel et al., 1999; Kleiner,

2003.
®Seipel et al., 1998; Schiffman et al, 1998.

North Central Regional Center for Rural Development (NCRCRD), 1999; Wright ef al., 2001.
%Flora et al, 1977; Wheelock, 1979; Harris and Gilbert, 1982; Skees and Swanson, 1988; Flora and Flora, 1988; Gilles and Dalecki, 1988; Lobao, 1990.

Heady and Sonka, 1974; Marousek, 1979; Thompson and Haskins, 1998.
Heffernan and Lasley, 1978; Jackson-Smith and Gillespie, 2005.

JHeaton and Brown, 1982; Swanson, 1982; Green, 1985; Buttel ef al, 1988; van Es ef al, 1988; Lobao and Schulman, 1991; Barnes and Blevins, 1992; Irwin et al., 1999.

*Foltz and Zueli, 2005.
'Otto et al., 1998.

knowledge or, conversely, address the public interest and
provide critical knowledge to build civil society (Burawoy
2005). Social science research on industrialized farming ac-
complishes both objectives. This study addresses the long-
standing question, does industrialized farming jeopardize the
well-being of communities, through systematically evaluating
the findings of studies from the 1930s to the present. On the
basis of a sample of 56 studies, 82% provide evidence of ad-
verse impacts (57% reviewing largely detrimental effects and
25% some detrimental effects). These impacts were reviewed
in studies using various research designs and across different
time periods and regions.

The types of community impacts reviewed by social sci-
entists were detailed earlier and are seen in the following
general relationships. For socioeconomic well-being, re-
searchers noted that industrialized farming was related to
higher income inequality and to lower community employ-
ment, relative to moderate-sized family farming. Higher in-
come inequality indicates that industrialized farming is less
likely to sustain middle-class communities. Places with higher
income inequality also are prone to other social problems
because the gap between the affluent and the poor is greater.
With regard to other socioeconomic impacts, such as total
income injected into the community, regional economic im-
pact models were likely to review beneficial impacts. The
findings for income inequality, however, suggest that income
growth is impeded in trickling down to families.

Studies assessing consequences for the social fabric of
communities were likely to find detrimental impacts. Indus-
trialized farming affects the social fabric of communities
through altering population size and social composition
which affect crime, social conflict, family stability, the local
class structure, community participation, and local shopping
patterns. Case studies reviewed the loss of local autonomy, in

which communities become increasingly subject to the influ-
ence of external business owners, whose interests may not be
compatible with their own. More recent studies reviewed en-
vironment impacts. As large animal confinement operations
house densely concentrated livestock, they are prone to a host
of negative environmental impacts on water, air, and human
health.

Given the relative consistency of past research, four sets of
impacts of industrialized farming for farming-dependent com-
munities in Heartland states can be anticipated: Impacts on
socioeconomic well-being, social fabric, the environment, and
regional imbalances. Communities that receive industrialized
farming are likely to increase population relative to other
communities (i.e., if local family farmers are not displaced).
These communities may increase employment and per capita
income, but as shown by the NCRCRD (1999) study, this may
not be at a rate significantly different from comparison locales.
Communities with industrialized farms are likely to experience
greater income inequality; government services for the poor and
other disadvantaged groups are likely to be needed in these
locales. Communities that gain new industrialized farming will
encounter stresses in the social fabric; community decision-
making is likely to be more subject to corporate farm interests;
and in the case of large livestock confinement operations,
communities will be at risk for environmental and health
problems, entailing the need for state and local government
intervention. Communities that lose moderate-sized family
farms, in part because of transaction cost advantages (e.g.
volume buying-selling) and public incentives given to indus-
trialized farms, will lose a base of middle class producers and
experience rifts in social fabric, including population decline.
These communities are likely to have declines in other busi-
nesses and in the local property tax base and may require
government aid for social and public services.
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Not discussed in this review are alternative economic de-
velopment strategies that farming-dependent communities can
pursue. Notwithstanding arguments that vertical integration
into farming and production contracts are the only options left
to keep American farmers farming, there are alternatives and
some working examples are discussed in NCRCRD (1999).
Deller (2003) suggested that if the results of their analyses held
true for other time periods, then policies aimed at preserving
family farms in the name of economic growth might be mis-
placed. Instead, policy should be aimed at the promotion of
alternative sources of income for farm families.

During the time frame in which previous studies have been
conducted, Welsh (2009) notes that the structure of agriculture
has changed dramatically toward a bimodal distribution of
large and small farms each operating in different market
structures. He recommends that new studies examining the
relationship between agriculture and community should
examine the impacts of changed market structure as well as
how public policies can mitigate the negative impacts of
agricultural industrialization.

From a sociological standpoint, government plays a role in
the types of consequences that industrialized farming will have
for community well-being. It establishes the legal-institutional
framework for regulating these farms. It establishes the in-
centive structure offered to agribusiness firms in their location
decisions. It provides the public services needed to mop up the
destabilizing impacts of industrialized farming, such as a rising
crime rate, increased social conflict, and the need for social
services to cope with a changing population. Moreover, gov-
ernment will need to provide the social services related to
population decline and poverty alleviation in communities
which lose family farming. (In nonfarm-dependent com-
munities, government intervenes in a number of ways when
paid employment, such as in manufacturing and mining de-
clines: through programs such as unemployment insurance,
various income transfers, such as welfare payments, for which
independent farm operators are generally not eligible due to
property ownership; through retraining programs, such as for
workers who lose jobs because of North American Free Tree
Agreement; and through enforcement of community rights in
plant closure laws. Owing to their farming base, farm-
dependent communities usually cannot make as full use of
these social safety nets as can other communities.)

The role that laws regulating corporate farms have in coun-
tering detrimental community impacts of industrialized farming
had only been alluded to by some researchers. Lobao and
Schulman (1991, p. 596) postulated that one of the reasons why
a few studies have found that industrialized farming has had less
adverse effects in the North Central Heartland Region (relative
to the South and West) is due to its agrarian history of pro-
tection of family farming and regulation of corporate farming.
NCRCRD (1999) also indicated that ‘relatively lax anticorporate
farming laws, weak environmental regulations and permissive
groundwater access laws’ not surprisingly encouraged large,
animal confinement operation to locate in Kansas.

The role that corporate farming laws play in protecting
rural communities has been alluded to in past research
NCRCRD (1999) but only recently addressed by Lyson and
Welsh (2005). When they examined states with anticorporate
farming laws (Iowa, Kansas, Minnesota, Missouri, North

Dakota, South Dakota, Oklahoma, and Wisconsin), they
found that agriculture-dependent counties in states with such
laws fare better on economic measures, that is, less families in
poverty, lower unemployment, and higher percentages of
farms realizing cash gains. In the comparison of states with less
restrictive versus states with more restrictive laws, they gener-
ally found the same results as with the comparison of states
with anticorporate farming laws and states without such laws.
Additional research is needed to explain these findings, such as
whether corporate farming laws per se or broader aspects of the
institutional regulatory environment are protecting the for-
tunes of local communities.

It is clear, however, that within states, remote communities
distant from metropolitan centers particularly need state-level
protection. Remote rural counties appear to be targeted as recent
operating sites by large animal confinement operations. Re-
search by Wilson et al. (2002) demonstrated that census blocks
in Mississippi with high percentages of African Americans or
people in poverty were much more likely to be the locations of
swine CAFOs. Of all local governments, remote rural counties
have the least resources (staff, economic development, and so-
cial service budget) to cope with industrialized farming. They are
in weak positions to bargain successfully with external corpor-
ations, to regulate their operations once they are in place, and to
protect community social life and environment overall. State
protection from industrialized farming is most critical in remote
communities due, in part, to the fragility of local government
(Lobao and Kraybill, 2005). From a social science standpoint,
the farming system in place today has been created from both
market forces and government policy and programs. It is thus
logical that government can also be an instrument in trans-
forming this system toward greater public accountability.

See also: Agribusiness Organization and Management. Agricultural
Mechanization. Changing Structure and Organization of US
Agriculture. Government Agricultural Policy, United States. Rural
Sociology

Disclaimer

The author expresses his gratitude to his colleague Linda
Lobao whose research on the topic, and whose subsequent
testimony for the case of South Dakota Farm Bureau, Inc. and
others versus State of South Dakota made possible the author’s
testimony in the case of State of North Dakota versus Cross-
lands. Together, they subsequently published a version of their
testimony in Agriculture and Human Values 25 (2), 219-240.

References

Barkema, A., Drabenstott, M., 1996. Consolidation and change in heartland
agriculture. In: Anonymous (Ed.), Economic Forces Shaping the Rural Heartland.
Kansas City, KS: Federal Reserve Bank of Kansas City, pp. 61-77.

Barlett, P., Lobao, L.M., Meyer, K., 1999. Regional differences among farm
women and comparative marital models. Agriculture and Human Values 16,
343-354.


http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref1
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref1
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref1
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref2
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref2
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref2

Author's personal copy

12 Industrialized Farming and Its Relationship to Community Well-Being

Barnes, D., Blevins, A., 1992. Farm structure and the economic well-being of
nonmetropolitan counties. Rural Sociology 57, 333-346.

Belyea, M., Lobao, L.M., 1990. The psycho-social consequences of farm
restructuring. Rural Sociology 55, 58-75.

Boles, D.E., Rupnow, G.L., 1979. Local governmental functions affected by the
growth of corporate agricultural land ownership: A bibliographic review. Western
Political Quarterly 32, 467—478.

Browne, W.P., Skees, J.R., Swanson, L.E., Thompson, P.B., Unnevehr, L.J., 1992.
Sacred Cows and Hot Potatoes: Agrarian Myths in Agricultural Policy. Boulder,
CO: Westview.

Burawoy, M., 2005. For public sociology. American Sociological Review 70, 4-28.

Buttel, F.H., Lancelle, M., Lee, D.R., 1988. Farm structure and rural communities in
the nort east. In: Swanson, L.E. (Ed.), Agriculture and Community Change in the
US: The Congressional Research Reviews. Boulder, CO: Westview Press,
pp. 181-257.

Buttel, F.H., Larson, O.W., 1979. Farm size, structure, and energy intensity: An
ecological analysis of US agriculture. Rural Sociology 44, 471-488.

Constance, D., Tuinstra, R., 2005. Corporate chickens and community conflict in
East Texas: Growers' and neighbors’ views on the impacts of industrial broiler
production. Culture and Agriculture 27, 45-60.

Cooper, H.M., 1989. Integrating Research: A Guide for Literature Reviews. Newbury
Park, CA: Sage.

Crowley, M.L.,1999. The impact of farm sector concentration on poverty and
inequality: An analysis of North Central US counties. Master's Thesis, The Ohio
State University.

Crowley, M.L., Roscigno, V.J., 2004. Farm concentration, political economic process
and stratification: The case of the North Central US. Journal of Political and
Military Sociology 31, 133-155.

Deller, S.C., 2003. Agriculture and rural economic growth. Journal of Agricultural
and Applied Economics 35, 517-527.

Drabenstott, M., Smith, T.R., 1996. The changing economy of the rural heartland. In:
Anonymous (Ed.), Economic Forces Shaping the Rural Heartland. Kansas City,
KS: Federal Reserve Bank of Kansas City, pp. 1-11.

Durrenberg, E.P., Thu, K.M., 1996. The expansion of large scale hog farming in
lowa: The applicability of Goldschmidt's findings fifty years later. Human
Organization 55, 409-415.

van s, J.C., Chicoine, D.L., Flotow, M.A., 1988. Agricultural technologies, farm
structure and rural communities in the Corn Belt: Policies and implications for
2000. In: Swanson, L.E. (Ed.), Agriculture and Community Change in the US:
The Congressional Research Reviews. Boulder, CO: Westview Press,
pp. 130-180.

Flora, C.B., Flora, J.L., 1988. Public policy, farm size, and community well-being in
farming dependent counties of the Plains. In: Swanson, L.E. (Ed.), Agriculture
and Community Change in the US: The Congressional Research Reviews.
Boulder, CO: Westview Press, pp. 76-129.

Flora, J.L., Brown, I, Conby, J., 1977. Impact of type of agriculture on class
structure, social well-being, and inequalities. Paper Presented at the Annual
Meetings of the Rural Socio-logical Society, Burlington, VT: August.

Foltz, J., Jackson-Smith, D., Chen, L., 2002. Do purchasing patterns differ between
large and small dairy farms? Economic evidence from three Wisconsin
communities. Agricultural and Resource Economics 31, 28-32.

Foltz, J., Zueli, K., 2005. The role of community and farm characteristics in
farm input purchasing patterns. Review of Agricultural Economics 27,

508-525.

Freudenburg, W., Jones, E., 1991. Criminal behavior and rapid community growth.
Rural Sociology 56, 619-645.

Fujimato, 1., 1977. The communities of the San Joaquin Valley: The relation
between scale of farming, water use, and quality of life. In: Anonymous (Ed.) US
Congress, House of Representatives, Obstacles to Strengthening the Family
Farm System. Hearings Before the Subcommittee on Family Farms, Rural
Development, and Special Studies of the Committee on Agriculture, 95th
Congress, first session, pp. 480—500. Washington, DC: US Government Printing
Office.

Gilles, J.L., Dalecki, M., 1988. Rural well-being and agricultural change in two
farming regions. Rural Sociology 53, 40-55.

Goldschmidt W., 1968. Small business and the community: A study in the Central
Valley of California on effects of scale of farm operations. In: Anonymous (Ed.)
US Congress, Senate, Corporation Farming, Hearings Before the Subcommittee
on Monopoly of the Select Committee on Small Business, US Senate, 90th
Congress, second session, May and July 1968, pp. 303—433. Washington, DC:
US Government Printing Office.

Goldschmidt, W., 1978a. As You Sow: Three Studies in the Social Consequences of
Agribusi-ness. Montclair, NJ: Allanheld, Osmun and Company.

Goldschmidt, W., 1978b. Large-scale farming and the rural social structure. Rural
Sociology 43, 362—366.

Gomez, M.I., Zhang, L., 2000. Impacts of concentration in hog production on
economic growth in rural lllinois: An econometric analysis. Paper Presented
at the Annual Meeting of the American Agricultural Economics Association.
Tampa, FL. Available at: http://www.factoryfarm.org/docs/Gomez.pdf (accessed
22.01.07).

Goss, K.F., Rodefeld, R.D., Buttel, F., 1980. The political economy of class structure
in US agriculture: A theoretical outline. In: Buttel, F., Newby, H. (Eds.), The Rural
Sociology of the Advanced Societies. Montclair, NJ: Allanheld, Osmun, and
Company, pp. 83-132.

Green, G.P., 1985. Large-scale farming and the quality of life in rural communities:
Further specification of the Goldschmidt hypothesis. Rural Sociology 50,
262-273.

Harris, C., Gilbert, J., 1982. Large-scale farming, rural income, and Goldschmidt's
agrarian thesis. Rural Sociology 47, 449-458.

Hayes, M.N., Olmstead, A.L., 1984. Farm size and community income,
and consumer welfare. American Journal of Agricultural Economics 66,
430-436.

Heady, E.O., Sonka, S.T., 1974. Farm size, rural community income, and consumer
welfare. American Journal of Agricultural Economics 56, 534-542.

Heaton, T.B., Brown, D.L., 1982. Farm structure and energy intensity: Another look.
Rural Sociology 47, 17-31.

Heffernan, W.D., 1972. Sociological dimensions of agricultural structures in the
United States. Sociologia Ruralis 12, 481-499.

Heffernan, W.D., Lasley, P., 1978. Agricultural structure and interaction in the local
community: A case study. Rural Sociology 43, 348-361.

Irwin, M., Tolbert, C., Lyson, T., 1999. There's no place like home: Non-migration
and civic engagement. Environment and Planning A 31, 2223-2238.

Jackson-Smith, D., Gillespie, Jr., G.W., 2005. Impacts of farm structural change on
farmers' social ties. Society and Natural Resources 18, 215-240.

Kenney, M., Lobao, L.M., Curry, J., Goe, W.R., 1989. Midwestern agriculture in US
Fordism: From the New Deal to economic restructuring. Sociologia Ruralis 29
(2), 130-148.

Kleiner, A.M., 2003. Goldschmidt revisited: An extension of Lobao's work on
units of analysis and quality of life. Unpublished Paper Presented at the
Annual Megting of the Rural Sociological Society, Montreal, Quebec, Canada,
July.

Lasley, P.F., Leistritz, F.L., Lobao, L.M., Meyer, K., 1995. Beyond the Amber Waves
of Grain: An Examination of Social and Economic Restructuring in the Heartland.
Boulder, CO: Westview Press.

Lobao, L.M., 1990. Locality and Inequality: Farm and Industry Structure
and Socioeconomic Condition. Albany, NY: State University of New York
Press.

Lobao, L.M., 1993a. Forward. In: Barkely, D. (Ed.), Economic Adaptation:
Alternatives for Nonmetropolitan Areas. Boulder, CO: Westview, pp. vii—ix.

Lobao, L.M., 1993b. Poverty and policy in rural America. Review Essay.
Contemporary Sociology 22 (5), 692—694.

Lobao, L.M., 1993c. Rural restructuring and local well-being: Relationships and
policy initiatives in two historical periods in the US. In: Rounds, R.C. (Ed.),
Restructuring Industrial Production and Tradeable Services in Rural Canada
in the 1990s, Agricultural and Rural Restructuring Group Working Paper
#3, pp. 50—59. Manitoba, Canada: Rural Development Institute, Brandon
University.

Lobao, L.M., 1996. Downsizing on the farm. Forum for Applied Research and Public
Policy 1 (4), 138-139.

Lobao, L.M., 1998. Socioeconomic policy in rural America. In: Goreham, G.A. (Ed.),
Encyclopedia of Rural America. Santa Barbara: ABC-CLIO Publishers,
pp. 558-561.

Lobao, L.M., 2000. Industrialized farming and its relationship to community well-
being: Review Prepared for the State of South Dakota, Pierre, SD: Office of the
Attorney General.

Lobao, L.M., Kraybill, D., 2005. The emerging roles of county governments in
metropolitan and non-metropolitan areas. Economic Development Quarterly 19,
245-259.

Lobao, L.M., Meyer, K., 1995a. Economic decline, gender and labor flexibility in
family-based enterprises: Midwestern farming in the 1980s. Social Forces 74,
575-608.

Lobao, L.M., Meyer, K., 1995b. Restructuring the Midwestern rural economy:
Conseguences for women and men. Economic Development Quarterly 9,
60-73.

Lobao, L.M., Rulli, J., 1996. Economic change and its extra-economic
consequences. Environment and Planning A 28 (4), 606-610.


http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref113
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref113
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref3
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref3
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref4
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref4
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref4
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref5
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref5
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref5
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref6
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref7
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref7
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref7
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref7
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref8
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref8
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref9
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref9
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref9
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref10
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref10
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref1
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref1
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref1
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref11
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref11
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref11
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref12
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref12
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref13
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref13
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref13
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref14
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref14
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref14
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref15
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref15
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref15
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref15
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref15
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref16
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref16
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref16
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref16
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref3
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref3
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref3
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref17
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref17
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref17
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref18
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref18
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref18
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref19
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref19
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref5
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref5
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref5
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref5
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref5
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref5
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref5
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref20
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref20
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref6
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref6
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref6
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref6
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref6
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref6
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref21
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref21
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref22
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref22
http://www.factoryfarm.org/docs/Gomez.pdf
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref23
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref23
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref23
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref23
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref24
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref24
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref24
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref25
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref25
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref26
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref26
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref26
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref27
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref27
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref28
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref28
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref29
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref29
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref30
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref30
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref31
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref31
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref32
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref32
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref33
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref33
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref33
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref8
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref8
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref8
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref8
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref34
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref34
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref34
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref35
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref35
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref35
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref36
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref36
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref37
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref37
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref9
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref9
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref9
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref9
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref9
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref9
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref38
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref38
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref39
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref39
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref39
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref10
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref10
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref10
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref40
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref40
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref40
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref41
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref41
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref41
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref42
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref42
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref42
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref43
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref43

Author's personal copy

Industrialized Farming and Its Relationship to Community Well-Being 13

Lobao, L.M., Rulli, J., Brown, L., 1999. Macro-level theory and local-level inequality:
Industrial structure, institutional arrangements, and the political economy of
redistribution. The Annals of the Association of American Geographers 89,
571-601.

Lobao, L.M., Schulman, M., 1991. Farming patterns, rural restructuring, and poverty:
A comparative regional analysis. Rural Sociology 56, 565-602.

Lobao, L.M., Stofferahn, C.W., 2008. The community effects of industrialized
farming: Social science research and challenges to corporate farming laws.
Agriculture and Human Values 25 (2), 219-240.

Lobao, L.M., Swanson, L.E., Schulman, M.D., 1993. Still going: Recent debates on
the Gold-schmidt hypotheses. Rural Sociology 58, 277-288.

Lobao, L.M., Thomas, D.W., 1988. Farm structure and infant mortality: An analysis
of non-metropolitan counties. Journal of the Community Development Socigty
19, 1-29.

Lobao, L.M., Thomas, P., 1992. Political beliefs in an era of economic decline:
Farmers" attitudes toward state intervention, trade, and food security. Rural
Sociology 57, 453—475.

Lobao (Reif), L.M., 1987. Farm structure, industry structure, and socioeconomic
conditions in the United States. Rural Sociology 52, 462—482.

Lobao (Reif), L.M., Jones, E., 1987. Farm structure and socioeconomic conditions.
In: Williams, T.T. (Ed.), Ushering in the Twenty-First Century: Emphasis on the
Rural South. Proceedings of the Forty-Fourth Professional Agricultural Workers
Conference, pp. 49—54. Tuskegee, AL: Tuskegee University.

Lyson, T.A., Torres, R.J., Welsh, R., 2001. Scale of agricultural production, civic
engagement, and community welfare. Social Forces 80, 311-327.

Lyson, T.A., Welsh, R., 2005. Agricultural industrialization, anticorporate
farming laws, and rural community welfare. Environment and Planning A 37,
1479-1491.

MacCannell, D., 1988. Industrial agriculture and rural community degredation. In:
Swanson, L.E. (Ed.), Agriculture and Community Change in the US: The
Congressional Research Reviews. Boulder, CO: Westview Press, pp. 15-75.

Marousek, G., 1979. Farm size and rural communities: Some economic
relationships. Southern Journal of Agricultural Economics 1, 57-61.

Martinson, 0.B., Wilkening, E.A., Rodefeld, R.D., 1976. Feelings of powerlessness
and social isolation among ‘large-scale’ farm personnel. Rural Sociology 41,
452-472.

McMillan, M., Schulman, M.D., 2003. Hogs and citizens: A review from the North
Carolina front. In: Falk, W.W., Schulman, M.D., Tickamyer, A.R. (Eds.), Rural
Restructuring in Local and Global Contexts. Athens, OH: University Press,
pp. 219-239 (Chapter 10).

Meyer, K., Lobao, L.M., 1997. Crisis politics of farm couples: The importance of
household, spouse, and gender. Journal of Marriage and the Family 59,
204-218.

Murdock, S.H., Potter, L.B., Hamm, RR., et al., 1988. The implications of the
current farm crisis for rural America. In: Murdoch, S.H., Leistritz, F.L. (Eds.), The
Farm Financial Crisis: Socioeconomic Dimensions and Implications for Rural
Areas. Boulder, CO: Westview Press, pp. 141-168.

North Central Regional Center for Rural Development (NCRCRD), 1999. The Impact
of Recruiting Vertically Integrated Hog Production in Agriculturally-Based
Counties of Oklahoma. (Review to the Kerr Center for Sustainable Agriculture).
Ames, IA: lowa State University.

Otto, D., Orazem, P., Huffman, W., 1998. Community and economic impacts of the
lowa hog industry. In: Anonymous (Ed.), lowa's Pork Industry- Dollars and
Cents. Ames, IA: lowa State University, Department of Economics.

Peters, D.J., 2002. Revisiting the Goldschmidt Hypothesis: The Effect of Economic
Structure on Socioeconomic Conditions in the Rural Midwest. Technical Paper
P-0702-1. Jefferson City, MO: Missouri Department of Economic Development,
Missouri Economic Research and Information Center.

Poole, D.L., 1981. Farm scale, family life, and community participation. Rural
Sociology 46, 112—127.

Reisner, A., Coppin, D., Pig in Print Group, 2004. But What Do the Neighbors
Think? Community Considerations and Legal Issues Paper. Swine Odor
Management papers #5. University of Illinois at Urbana-Champaign: Champaign,
IL.

Rodefeld, R.D., 1974. The Changing Organization and Occupational Structure of
Farming and the Implications for Farm Work Force Individuals, Families, and
Communities. Unpublished doctoral dissertation, The University of Wisconsin.

Schiffman, S., 1998. Livestock odors: Implications for human health and well-being.
Journal of Animal Science 76, 1343-1355.

Schiffman, S., Slatterly-Miller, E.A., Suggs, M.S., Graham, B.G., 1998. Mood
changes experienced by persons living near commercial swine operations. In:
Thu, K.M., Durrenberger, E.P. (Eds.), Pigs, Profits, and Rural Communities.
Albany, NY: The State University of New York Press, pp. 85—102.

Seipel, M., Dallam, K., Kleiner, A., Sanford-Rikoon, J., 1999. Rural residents'
attitudes toward increased regulation of large-scale swine production.
Unpublished Paper Presented at the Annual Meetings of the Rural Sociological
Society, Chicago, IL, August.

Seipel, M., Hamed, M., Sanford-Rikoon, J., Kleiner, A., 1998. The impact of large-
scale hog confinement facility sitings on rural property values. Conference
Proceedings of the International Conference on Odor, Water Quality, Nutrient
Management and Socioeconomic Issues, Des Moines, IA, July.

Skees, J.R., Swanson, L.E., 1988. Farm structure and rural well-being in the
South. In: Swanson, L.E. (Ed.), Agriculture and Community Change in the US:
The Congressional Research Reviews. Boulder, CO: Westview Press,
pp. 238-321.

Small Farm Viability Project, 1977. The Family Farm in California: Review of the
Small Farm Viability Project. Sacramento, CA: Employment Development, the
Governor's Office of Planning and Research, the Department of Food and
Agriculture in the Department of Housing and Community Development.

Smithers, J., Johnson, P., Joseph, A., 2004. The dynamics of family farming in
North Huron County, Ontario. Part Il: Farm-community interactions. The
Canadian Geographer 48, 209-224.

Sommer, J., Hoppe, R-A., Greene, R.C., Korb, P.J., 1998. Structural and Financial
Characteristics of US Farms, 1995: 20" Annual Family Farm Review to the
Congress. Agriculture Information Bulletin No. 746, 118 pp. Washington, DC: US
Department of Agriculture: Resource Economics Division, Economic Research
Service.

Stofferahn, C.W., 2006. Industrialized farming and its relationship to community
well-being: An update of a 2000 review by Linda Lobao. Unpublished Report
Prepared for the State of North Dakota, Office of the Attorney General.

Summers, G.F., Evans, S.D., Clemente, F., Beck, E.M., Minkoff, J., 1976.
Industrialization of Non-metropolitan America. New York: Praeger.

Swanson, L., 1980. A study in socioeconomic development: Changing farm structure
and rural community decling in the context of the technological transformation of
American agriculture. Unpublished doctoral dissertation, University of Nebraska.

Swanson, L.E., 1982. Farm and trade center transition on an industrial society:
Pennsylvania, 1930—1960. Unpublished doctoral dissertation, The Pennsylvania
State University.

Swanson, L.E., 1988. Agriculture and Community Change in the US: The
Congressional Research Reviews. Boulder, CO: Westview.

Tetreau, E.D., 1938. The people of Arizona's irrigated areas. Rural Sociology 3,
177-187.

Tetreau, E.D., 1940. Social organization in Arizona's irrigated areas. Rural Sociology
5, 192-205.

Thompson, N., Haskins, L., 1998. Searching for ‘Sound Science: A Critique of Three
University Studies on the Economic Impacts of Large-Scale Hog Operations.
Walthill, NE: Center for Rural Affairs.

US Congress, Office of Technology Assessment (OTA), Office of Technology
Assessment (OTA), 1986. Technology, Public Policy, and the Changing Structure
of American Agriculture. OTA-F-285 (March). Washington, DC: US Government
Printing Office.

Welsh, R., 2009. Farm and market structure, industrial regulation and rural
community welfare: Conceptual and methodological issues. Agriculture and
Human Values 26, 21-29.

Wheelock, G.C., 1979. Farm size, community structure and growth: Specification of
a structural equation model. Paper Presented at the Annual Meetings of the Rural
Sociological Society. August: Burlington, Vermont.

Whittington, M.S., Warner, K.J., 2006. Large scale dairies and their neighbors: A
case study of perceived risk. Journal of Extension 44. Review No. 1FEA4,
Available at: http://www.joe.org/joe/2006february/a4.shtml (accessed 28.12.06).

Wilson, S.M., Howell, F., Wing, S., Sobsey, M., 2002. Environmental injustice and
the Mississ-ippi hog industry. Environmental Health Perspectives 110 (2),
195-201.

Wimberley, R.C., 1987. Dimensions of US agristructure: 1969—1982. Rural
Sociology 52 (4), 445-461.

Wing, S., Wolf, S., 1999. Intensive livestock operations, health, and quality of life
among Eastern North Carolina residents. Review to the North Carolina
Department of Health and Human Services. Chapel Hill, NC: Department of
Epidemiology, University of North Carolina.

Wing, S., Wolf, S., 2000. Intensive livestock operations, health and quality of life
among Eastern North Carolina residents. Environmental Health Perspectives 108
(3), 233-238.

Wright, W., Flora, C.B., Kremer, K., et al., 2001. Technical work paper on social and
community impacts. Prepared for the Generic Environmental Impact Statement on
Animal Agriculture and the Minnesota Environmental Quality Board. Available at:
hitp://www.eqb.state.mn.us/project.htm|?ld=18252 (accessed 28.12.06).


http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref44
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref44
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref44
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref44
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref45
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref45
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref46
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref46
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref46
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref47
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref47
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref48
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref48
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref48
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref49
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref49
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref49
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref50
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref50
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref11
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref11
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref11
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref11
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref51
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref51
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref52
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref52
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref52
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref53
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref53
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref53
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref54
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref54
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref55
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref55
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref55
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref56
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref56
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref56
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref56
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref57
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref57
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref57
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref58
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref58
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref58
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref58
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref59
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref59
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref59
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref59
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref60
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref60
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref60
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref13
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref13
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref13
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref13
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref61
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref61
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref14
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref14
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref14
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref14
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref15
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref15
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref15
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref64
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref64
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref65
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref65
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref65
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref65
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref16
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref16
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref16
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref16
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref17
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref17
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref17
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref17
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref66
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref66
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref66
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref66
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref67
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref67
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref67
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref67
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref69
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref69
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref69
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref19
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref19
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref19
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref19
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref19
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref19
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref19
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref21
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref21
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref21
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref70
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref70
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref22
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref22
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref22
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref23
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref23
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref23
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref71
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref71
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref72
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref72
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref73
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref73
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref74
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref74
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref74
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref75
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref75
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref75
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref75
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref76
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref76
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref76
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref26
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref26
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref26
http://www.joe.org/joe/2006february/a4.shtml
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref78
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref78
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref78
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref79
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref79
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref28
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref28
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref28
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/otherref28
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref80
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref80
http://refhub.elsevier.com/B978-0-444-52512-3.00098-X/sbref80
Available at: http://www.eqb.state.mn.us/project.html?Id=18252

14 Industrialized Farming and Its Relationship to Community Well-Being

Relevant Websites http://www.ncifap.org/
Pew Commission on Industrial Farm Animal Production.

http://www.agofthemiddle.org/
Agriculture of the Middle.


http://www.agofthemiddle.org/
http://www.ncifap.org/

#26127

ResearchGate

See discussions, stats, and author profiles for this publication at: https://www.researchgate.net/publication/23539581

Agricultural Industrialization, Anticorporate Farming Laws, and Rural
Community Welfare

Article in Environment and Planning A - August 2005

DOI: 10.1068/a37142 - Source: RePEc

CITATIONS READS
37 752

2 authors, including:

Rick Welsh
Syracuse University

78 PUBLICATIONS 1,491 CITATIONS

SEE PROFILE

Some of the authors of this publication are also working on these related projects:

eoect  Journal of Agriculture, Food Systems, and Community Development View project

All content following this page was uploaded by Rick Welsh on 02 April 2014.

The user has requested enhancement of the downloaded file.


https://www.researchgate.net/publication/23539581_Agricultural_Industrialization_Anticorporate_Farming_Laws_and_Rural_Community_Welfare?enrichId=rgreq-1c8caf90facbe70d22c3ac7175d6a566-XXX&enrichSource=Y292ZXJQYWdlOzIzNTM5NTgxO0FTOjk3MjE5NTE2NTY3NTU3QDE0MDAxOTAzNDcyNTA%3D&el=1_x_2&_esc=publicationCoverPdf
https://www.researchgate.net/publication/23539581_Agricultural_Industrialization_Anticorporate_Farming_Laws_and_Rural_Community_Welfare?enrichId=rgreq-1c8caf90facbe70d22c3ac7175d6a566-XXX&enrichSource=Y292ZXJQYWdlOzIzNTM5NTgxO0FTOjk3MjE5NTE2NTY3NTU3QDE0MDAxOTAzNDcyNTA%3D&el=1_x_3&_esc=publicationCoverPdf
https://www.researchgate.net/project/Journal-of-Agriculture-Food-Systems-and-Community-Development?enrichId=rgreq-1c8caf90facbe70d22c3ac7175d6a566-XXX&enrichSource=Y292ZXJQYWdlOzIzNTM5NTgxO0FTOjk3MjE5NTE2NTY3NTU3QDE0MDAxOTAzNDcyNTA%3D&el=1_x_9&_esc=publicationCoverPdf
https://www.researchgate.net/?enrichId=rgreq-1c8caf90facbe70d22c3ac7175d6a566-XXX&enrichSource=Y292ZXJQYWdlOzIzNTM5NTgxO0FTOjk3MjE5NTE2NTY3NTU3QDE0MDAxOTAzNDcyNTA%3D&el=1_x_1&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Rick-Welsh?enrichId=rgreq-1c8caf90facbe70d22c3ac7175d6a566-XXX&enrichSource=Y292ZXJQYWdlOzIzNTM5NTgxO0FTOjk3MjE5NTE2NTY3NTU3QDE0MDAxOTAzNDcyNTA%3D&el=1_x_4&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Rick-Welsh?enrichId=rgreq-1c8caf90facbe70d22c3ac7175d6a566-XXX&enrichSource=Y292ZXJQYWdlOzIzNTM5NTgxO0FTOjk3MjE5NTE2NTY3NTU3QDE0MDAxOTAzNDcyNTA%3D&el=1_x_5&_esc=publicationCoverPdf
https://www.researchgate.net/institution/Syracuse_University?enrichId=rgreq-1c8caf90facbe70d22c3ac7175d6a566-XXX&enrichSource=Y292ZXJQYWdlOzIzNTM5NTgxO0FTOjk3MjE5NTE2NTY3NTU3QDE0MDAxOTAzNDcyNTA%3D&el=1_x_6&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Rick-Welsh?enrichId=rgreq-1c8caf90facbe70d22c3ac7175d6a566-XXX&enrichSource=Y292ZXJQYWdlOzIzNTM5NTgxO0FTOjk3MjE5NTE2NTY3NTU3QDE0MDAxOTAzNDcyNTA%3D&el=1_x_7&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Rick-Welsh?enrichId=rgreq-1c8caf90facbe70d22c3ac7175d6a566-XXX&enrichSource=Y292ZXJQYWdlOzIzNTM5NTgxO0FTOjk3MjE5NTE2NTY3NTU3QDE0MDAxOTAzNDcyNTA%3D&el=1_x_10&_esc=publicationCoverPdf

Environment and Planning A 2005, volume 37, pages 1479 — 1491

DOI:10.1068/a37142

Agricultural industrialization, anticorporate farming laws,
and rural community welfare

Thomas A Lyson§

Department of Rural Sociology, 133 Warren Hall, Cornell University, Ithaca, NY 14853, USA;
e-mail: tal2@cornell.edu

Rick Welsh 4§

PO Box 5750, Department of Humanities and Social Sciences, Clarkson University, Potsdam,
NY 13699, USA; e-mail: welshjr@clarkson.edu

Received 4 May 2004; in revised form 16 September 2004

Abstract. The effect on rural communities of shifts in US agriculture toward a system dominated by
large-scale industrial production is a central problematic in the sociology of agriculture. Despite the
importance of agriculture structure and practice to US society, most research on this topic has been
confined to specialized journals. And though research in this area has found negative effects on rural
communities from agricultural industrialization, there is a dearth of inquiry into public policy
remedies. Using data on 433 agriculture-dependent counties in the USA, we find that counties in
states with laws that limit nonfamily corporate entry into farming score higher on important welfare
indicators, and that the laws mitigate negative impacts on rural communities from industrial farming.

Introduction

Since early in the 20th century US agriculture has been increasingly characterized by
a loss in farm numbers, increasing average farm scale, increases in the use of hired
labor on farms, vertical integration of farming with off-farm businesses, and upsurges
in contract farming (Lobao, 1990; Lobao and Meyer, 2001; Welsh, 1997a). These
changes have been uneven across time and place, but in general they have characterized
the development of US agriculture in the 20th and early-2Ist centuries, and have
caused some observers to argue that agriculture is ‘industrializing’ (Lobao and Meyer,
2001; Welsh, 1997a). The potential for industrial farming to displace the traditional
family-labor farm has caused public concern within and outside rural USA.

Today, as US agriculture turns down the path of a new century, a more tightly
choreographed food system is emerging. According to Mark Drabenstott, an econo-
mist with the Federal Reserve Bank of Kansas City, in a speech given in San Francisco
on 8 November 1999: “The key component in this choreography is a business alliance
known as a supply chain. In a supply chain, farmers sign a contract with a major food
company to deliver precisely grown farm products on a pre-set schedule”. For farmers
in the USA, continued industrialization of the food system will mean that a much
smaller number of producers will articulate with a small number of processors in
a highly integrated business alliance. Drabenstott estimates that “40 or fewer chains
will control nearly all US pork production in a matter of a few years, and that these
chains will engage a mere fraction [italics added] of the 100 000 hog farms now scattered
across the nation.” In a similar vein, the Chief Executive Officer of Dairy Farms of
America (the USA’s largest dairy cooperative), Gary Hanman, recently noted that “We
would need only 7468 farms [out of over 100 000 today] with 1000 cows if they produced
20857 pounds of milk which is the average on the top four milk producing states”
(Northeast Dairy Business, 1999, page 11). The consequences are clear: “supply chains
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will locate in relatively few rural communities. And with fewer farmers and fewer
suppliers where they do locate, the economic impact will be different from the com-
modity agriculture of the past” (Drabenstott speech, San Francisco, 8 November 1999).

Large multinational food corporations are increasingly taking on the task of
organizing and coordinating the production, processing, and distribution of food.
Today, mass-production food processors and distributors along with mass market
retailers are becoming dominant fixtures in the US food economy. The degree of
concentration has reached the point at which the ten largest US-based multinational
corporations control almost 60% of the food and beverages sold in the United States
(Lyson and Raymer, 2000). The sheer size of the multinational food giants also has
important consequences for farmers and their farms. “Size brings economic power and
this is particularly significant when set against the structure of the farming industry
with its large number of relatively small producers. Some of the most dramatic recent
changes in agricultural marketing reflect the power of these new markets to extract
their requirements from the farming industry” (Hart, 1992, page 176). Large processors
and retailers centralize their purchases of farm products. Because they seek large
quantities of standardized and uniform products they have considerable power in
dictating how and where agricultural production takes place. And in some instances,
the corporate reach of the multinational corporations extends inside the farmgate.

Data from the US Census of Agriculture show that corporate farms account for a
small but growing share of all farms and a significant and growing share of farm sales.
Whereas most corporate farms are family-based organizations, nonfamily corporations
are a significant player. Census data show that nonfamily corporations with more than
ten stockholders operated 1075 farms in 2002. These farms are unusually large with
sales per farm of over $5 million per year. In comparison, family farm corporations
averaged only $670000 in sales per year in 2002.

In this paper we examine the impact on communities of state-level public policy
attempts to limit, in a number of ways, the corporate penetration of agriculture. Such
public policies have been described as ‘anticorporate farming laws’ because they place
restrictions, or even prohibitions, on the ability of nonfamily corporations to engage in
agricultural production. We situate our research within a broader social science frame-
work that is anchored to the early theoretical and empirical works of C Wright Mills
and Melville Ulmer (1946; 1970) and Walter Goldschmidt (1946; 1978), who documented
the corrosive effects of corporate capitalism on the social and economic well-being
of urban and rural communities. We also describe, and then examine empirically, how
some states are establishing anticorporate farming laws in an attempt to mute the negative
social and economic consequences of corporate agriculture (see Welsh and Lyson, 2001).

The Goldschmidt hypothesis

In the mid-to-late 1940s a US Senate Special Committee commissioned two reports in
order to explore the potential relationship between the concentration of economic
power at the community level and the social and economic well-being of local residents
and communities.

Mills and Ulmer (1946) studied three matched pairs of small-to-medium-size US
cities. Two pairs provided big-business—small-business contrasts, and the third pro-
vided an intermediate case. Mills and Ulmer were particularly interested in evaluating
the “effects of big and small business on city life”. In the foreword to their report,
Senator James E Murray, Chairman of the Special Committee that commissioned the
study, noted that “for the first time objective scientific data show that communities in
which small businesses predominate have a higher level of civic welfare than compar-
able communities dominated by big business” (cited in Mills and Ulmer, 1946, page v).



Agricultural industrialization, anticorporate farming laws, and rural community welfare 1481

In particular, Mills and Ulmer (1946, pages 1-2) found that small-business communities
provided a more balanced economic life than did big-business cities. They also found that
levels of social and economic welfare were appreciably higher in small-business cities.

Goldschmidt (1946) focused his comparison on two ‘“communities of large and
small farms” in California: Arvin and Dinuba. According to Goldschmidt’s descrip-
tion, Arvin was a community dominated by farms substantially larger than those found
in Dinuba, which was a community surrounded by small farms. However, Arvin and
Dinuba were similar in other characteristics, including population size, shared value
systems, and social customs, and were “part of a common system of agricultural
production, best understood as industrialized” (Goldschmidt, 1978, page 393; see also
Lyson et al, 2001). Therefore, Goldschmidt believed that a comparison of the relationship
between the agricultural structure and the community welfare of the two communities
would be informative.

Goldschmidt concluded from his research findings that residents of Arvin realized
a lower standard of living and quality of life than did residents in Dinuba—a fact
attributable to the difference in the agricultural structure surrounding the two com-
munities. To Goldschmidt, the scale of farming was directly linked with stratification
patterns in the two communities (Lobao and Meyer, 2001). In his words: “The reported
differences in communities may properly be assigned confidently and overwhelmingly
to the scale of farming factor” (Goldschmidt, 1978, page 284; Lyson et al, 2001).

Analysts in the Goldschmidt tradition argue that increasing farm scale coupled
with a decrease in the number of farms has the potential to negatively impact commu-
nities through a number of mechanisms. The primary vehicles for negative impacts are the
concentrated control of critical productive assets and the selling of labor by substantial
numbers of workers in order to subsist, as opposed to running their own small farming
operations. Communities dominated by large numbers of small-to-moderate-size farms
manifest broad-based control over productive assets and an increased economic inde-
pendence of their citizens. The latter situation results in dispersed political power and
an increased well-being of community residents (see Goldschmidt 1946; 1978; Lobao,
1990; and Lyson et al, 2001).

Linda Lobao and Katherine Meyer (2001) find that research in the Goldschmidt
tradition can be separated into three generations, with the first generation being
the original study. The original study’s findings were very controversial and led to the
closing of the Bureau of Economic Analysis of the US Department of Agriculture
(USDA). This backlash explains why the second generation of Goldschmidt studies
did not develop until years later in the 1970s. These studies picked up the original
arguments and attempted to discern, usually through quantitative methods, whether
farm scale and community welfare were negatively or positively associated (Buttel et al,
1990). This cohort of research was criticized for, among other things, not containing
sufficient control variables and this led to a third generation of quantitative models
that were more completely specified (Lobao and Meyer, 2001).

Thomas Lyson et al (2001) recently altered the traditional approach to understand-
ing the relationship between farm scale and community welfare. They argued that
although negative relationships can be discerned between the increasing dominance
of large-scale farming and rural community welfare, the relationship can be mediated
by the presence of a “civically-engaged and economically independent middle-class”.
By taking account of variables such as voting rates, church attendance, and the percent-
age of self-employed, Lyson et al were often able to reduce the negative impacts of
large-scale farming variables on measures of rural community welfare. In addition, the
civic engagement variables, which tended to be more reliable and stronger predictors
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of positive rural community welfare than the large-scale farming variables that tended
to have negative associations with community welfare.

However, Lyson et al (2001) did not specify any intervening mechanism that might
account for the moderating influence of an engaged citizenry. Nor did they consider
the extent to which groups of farmers and their allies may take measures, such as
developing and implementing public policy, to impede or mitigate potential negative
outcomes from the overarching structural shift to fewer, larger farming operations.
And farmers and farmer groups have a history of organizing to petition national
and sub-national governments around a number of issues including perceived threats
from structural shifts toward large-scale and corporate-oriented agriculture (Mooney
and Hunt, 1996; Welsh, 1997a). State anticorporate farming laws constitute one public-
policy intervention that might reflect the outcome of the efforts of a citizenry
concerned about the potential negative impacts of structural change in US agriculture
on rural communities.

Anticorporate farming laws

Nine Midwestern states have adopted laws that restrict corporate involvement in
agriculture. The nine states are Iowa, Kansas, Minnesota, Missouri, Nebraska, North
Dakota, Oklahoma, South Dakota, and Wisconsin (Pedersen and Meyer, 1995). The
laws were put into place between 1974 and 1975 for all states but Nebraska. Nebraska’s
constitutional amendment (Initiative 300 or 1-300) restricting corporate agriculture was
put into place in 1982. The laws, called anticorporate farming laws, vary from state
to state but in general are intended to restrict corporate involvement in agriculture in
order to protect family-farm agriculture (Powers, 1993; Welsh et al, 2001). For example,
Minnesota’s anticorporate farming law specifically states that it is in the interests of the
state to promote and protect:

“the family farm as a basic economic unit, to insure it as the most socially desirable
mode of agricultural production, and to enhance and promote the stability and
well-being of rural society in Minnesota and the nuclear family.” (Welsh, 1997b, page 9).
Anticorporate farming laws are not necessarily intended to slow down or impede

many of the changes occurring in US agriculture. For example, the laws do not address
issues concerning hired labor or the increasing scale of the farming units in general.
Rather, the laws are designed to regulate or proscribe the entry of particular types of
organizational forms based on ownership arrangements, most commonly nonfamily
corporations, into production agriculture. This is accomplished through actions such
as restrictions or regulations on ownership of farmland or downward vertical integra-
tion of livestock processing with production (Welsh, 1998). The principal idea here is
that unincorporated farming units might find it difficult to compete with incorporated
farming units because the latter enjoy liability advantages and possibly enjoy advantages
in other areas such as acquiring financing and paying taxes (Welsh, 1998).

Primarily, anticorporate farming laws restrict corporations and other investment-
type organizations from engaging in farming. The restrictions are generally applied to
nonfamily corporations and limited partnerships (Pedersen and Meyer, 1995). Family
corporations are often exempted from the laws if they have certain characteristics. These
characteristics might include a maximum number of unrelated (that is, nonkindred)
shareholders or the presence of at least one shareholder living and working on the farm
(Pedersen and Meyer, 1995). Additionally, family-farm corporations might have to earn
a minimum percentage of their gross income from farming in order to be permitted to
engage in farming (Welsh, 1998). If a farm is the type of corporation that is not proscribed,
or is not a scrutinized entity (for example, general partnership, sole proprietorship), then
there are no restrictions placed on the farm (Pedersen and Meyer, 1995).
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If a business is not authorized to engage in farming then a number of restrictions
can apply. For example, there may be restrictions on the amount of farmland that can
be owned (Dahl, 1991). In addition, other activities could be restricted under the laws.
For example, Iowa’s anticorporate farming law bans packer feeding of livestock
(Hamilton, 1995). Generally the laws limit the flexibility of corporations to vertically
integrate and expand operations. The laws may even limit the ability of nonfamily
corporations to coordinate production and processing through contract production,
though this constraint is uneven across states and commodity systems and is
highly contested (Hamilton, 1995; Pedersen and Meyer, 1995). The intent of the laws
is to discourage the development of a nonfamily-based corporate agriculture and to
retain an agricultural industry that is dominated by family-owned, family-operated and
family-controlled production units.

However, over time there have been efforts to relax or rescind the laws (see
Hamilton, 1995; Pedersen and Meyer, 1995; Powers, 1993). Structural change in US agri-
culture, especially livestock agriculture, has brought with it pressure to allow more
flexibility for agribusiness firms in Midwestern states to move toward greater integra-
tion and coordination between agriculture production operations and firms in the
processing and/or input supply sectors. The poultry industry has led the way in estab-
lishing these arrangements (Thu and Durrenberger, 1998). Efforts to convince the
legislatures, or the citizens, of states with anticorporate farming laws to relax such
laws have often been met with resistance by individuals and groups (Welsh, 1998).
Because of these conflicting interests and desires, the outcome of efforts either to relax
the laws or to strengthen them has been mixed. In 1991 Oklahoma clarified its laws
in order to allow corporations to have more flexibility. Missouri exempted three
counties from its law in 1993 and Kansas allowed for county exemptions to its law
beginning in 1995. On the other hand, South Dakota strengthened its law in 1988
(Hamilton, 1995) and again in 1998 through popular referendum (WORC, 1998). Welsh
et al (2001) have demonstrated that making changes in the laws can influence outcomes
such as changes in the percentage of acres owned by nonfamily-farm corporations.

What is apparent from the various efforts to change the laws is that those parties in
favor of, and those who are opposed to, corporate involvement in agriculture believe
that the laws have some relevant impacts. Otherwise it would not be a rational action
either to oppose or to support the laws. In addition, it is clear from the complexity of
the laws, and from the detail in which those entities to be regulated or proscribed are
defined and described, that they are constructed carefully and with a great degree of
purpose. Incorporation is allowed but only under certain conditions. Likewise, absen-
tee ownership is permitted but limited. The architects of the laws have attempted to
allow economic flexibility on the part of firms to grow and expand, but have attempted
to limit the degree to which production agriculture departs from the family-farm model
(Welsh, 1998).

The mere existence of laws that prohibit nonfamily corporate participation in a
central and important economic activity is probably surprising to sociologists not fami-
liar with agriculture. However, the existence of these laws can be explained by several
factors. The anticorporate farming zone comprises states that have traditionally depended
on agriculture as a major source of economic activity. Also, aspects peculiar to agri-
culture have historically impeded the ability of investor-held corporations to enter into
agricultural production. These aspects have included: barriers to capital to make
sufficient returns on investment in agriculture as a result of seasonality and other
biological barriers; farm family members providing a knowledgeable and productive
workforce; and family farms providing a legitimization function for the industry
with respect to optimizing state subsidies to agriculture (Lobao and Meyer, 2001,
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pages 110—111). These factors, combined with a persistent agrarian ideology which
insists that household-based production is preferable to corporate production (Mooney
and Hunt, 1996; Welsh, 1997a), help to explain the persistence of household-based
production in agriculture long after it disappeared in other sectors (Buttel et al,
1990). Such factors also explain the presence of a constituency for the establishment
of public policy that shields family-farm agriculture from corporate penetration.

The laws do not proscribe large-scale farming. Rather, they establish parameters
within which farms of all sizes operate. By restricting nonfamily corporations from
entering production agriculture, and by regulating absentee ownership and shareholder
arrangements, the laws attempt to keep control over decisionmaking at the farm level.
Farm owners and operators are more likely to be the same people if the farm is family
owned, if the numbers of nonfamily shareholders are limited, and if those shareholders
tend to be present on the farm. With these restrictions, large-scale farming may be less
detrimental to rural communities.

Data and analysis

We examine agriculture-dependent counties (compare Cook and Mizer, 1995), which we
define on the basis of two criteria: first, at least 75% of the total land in a county must
have been farmland in 1982 and 1992; second, at least 50% of total gross receipts for
goods and services in the county must have originated from agricultural sales in
1982 and 1992. These measures were derived from the 1982 and 1992 Censuses of
Agriculture and from variables contained in the 1982 and 1992 Economic Censuses.()
There are 433 counties that fit these criteria (see Lyson et al, 2001). Of the 433 counties,
292 are in states with anticorporate farming laws.

In addition, we use data from the 1982 and 1992 Censuses of Agriculture to
construct a measure of large-scale, absentee-owned farming in a county. For 1982
we combine the following three variables: (1) the percentage of agricultural sales in a
county accounted for by farms with sales of $500000 or more; (2) the percentage of
farm operators in a county that reside off-farm; and (3) the percentage of tenant farms
in a county. A principal-components analysis shows that the three variables together
form one factor that accounts for over 50% of the variance, with an eigenvalue of 1.51.
Eigenvalues of greater than 1.0 indicate that a factor is statistically significant (table 1).

For the 1992 cross-sectional analysis, we use the same three variables, but add a
fourth variable (not available in the 1982 Census of Agriculture) that taps the percent-
age of hired farm labor (with respect to all hired farm labor) on the largest farms in the
county. This variable adds a labor-intensity component to the factor scale. The factor
accounts for 52.35% of the variance and has an eigenvalue of 2.1. For both scales, a
high factor score is associated with counties characterized by large-scale, industrial-like
farm operations, whereas a low factor score is associated with counties in which
smaller-scale, family-type farms predominate (Lyson et al, 2001). We chose these vari-
ables in order to construct an index that reflects the rhetoric of family-farm advocates.
That is, individuals and groups that are likely to favor anticorporate farming laws and
family-based agriculture, are also likely to hold Jeffersonian ideals regarding the primacy
of small-to-moderate-sized family-owned and family-operated farms (see Hamilton, 1996;
Welsh, 1998).

M The USDA has constructed a typology of US counties in which ‘farming dependent’ is one type.
The USDA defines farming-dependent counties as nonmetropolitan counties in which farming
contributed a weighted annual average of 20% or more of the total labor force and population
income over the three years from 1987 to 1989. Because farm-related incomes are generally low,
we felt that a better measure of agricultural dependency should focus more on the economic and
geographic scope of the farming enterprise and not on the income which farming generates.
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Table 1. Indices of large-scale agriculture [source: US Census of Agriculture (Census Bureau)].

Large scale agriculture variables Factor loading  Factor loading
(1990/1992) (1980/1982)

Farms with sales over $500000 share of total sales (%) 0.751 0.768
Operators residing off farm (%) 0.722 0.772

Tenant farms as a percentage of all farms 0.636 0.632

Hired labor on largest farms as a percentage of all 0.777 na

hired labor

Eigenvalue 2.1 1.585
Percentage of variance 52.350 52.80

na—not available.

To probe for differences between large-farm and small-farm communities, Goldschmidt
identified a variety of measures of socioeconomic welfare, including income distri-
bution, housing conditions, and a general-level-of-living index. To measure rural
community welfare we use two frequently employed measures that reflect aspects
of community economic health (Horn, 1993; OECD, 1997), and a third variable that
measures overall farm economic performance in a county. The community economic
health measures relate to years (circa) 1980 and (circa) 1990 and come from machine-
readable data files—County Statistics File 4 (US Bureau of the Census, 1992). The two
measures are (1) the percentage of families in poverty; and, (2) the unemployment rate
(three-year average).®® The farm economic performance variable is the percentage of
farms reporting cash gains in the county, and is derived from the Census of Agriculture
for 1992 (see Lyson et al, 2001).

Our analysis differs from Goldschmidt’s in a number of important ways. For
example, Goldschmidt reported differences in mean percentages or absolute levels in
order to discern the impacts of farm scale on community welfare. However, we attempt
to parallel Lobao (1990) and use both cross-sectional and lagged-panel linear regression
analyses.

The cross-sectional analyses regress the set of community welfare variables circa 1990
on a measure of farm scale derived from the 1992 Census of Agriculture, anticorporate
farming law variables and important control variables, taken from the Census of
Agriculture and the US Census.

In a lagged-panel design, independent variables are measured at an earlier time than
are the dependent measures. Additionally, lagged-panel models also include dependent
variables measured at an earlier time as explanatory variables. The inclusion of a
lagged-panel design in conjunction with a cross-sectional analysis is more rigorous than
cross-sectional analysis alone because lagged-panel analysis provides an assessment of the
effects of farm scale and anticorporate farming laws on changes in community welfare over
time. For the lagged-panel analyses, we use dependent variables from the 1990 cross-
sectional analyses and regress them on independent measures circa 1980 (see Lyson et al,
2001).

To assess the impact of the anticorporate farming laws we construct a binary
variable which denotes whether a county is within a state with an anticorporate
farming law (1 = anticorporate state; 0 = otherwise). In addition, a number of control
variables are included to account for other possible factors influencing the community

@ The three-year averages for this and subsequent variables concern the years 1991, 1992, and 1993
for the cross-sectional and lagged-panel dependent variables and years 1981, 1982, and 1983 for the
lagged-panel regressors.
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Table 2. Sources of dependent and control variables.

Source
(a) Dependent variables
Percentage of family poverty Census
Percentage of unemployed (three-year average) Bureau of Labor Statistics?
Percentage of farms with cash gains Census of Agriculture®
(b) Control variables
Personal income ($) Census?
Percentage of college graduates Census?
Percentage of ethnic group Census ®
Percentage of state workforce unionized Statistical Abstract of the United States
Percentage of farms of all types Census of Agriculture®
Region US Department of Agriculture/Economic

Research Service

aUS Bureau of the Census (1992).
b US Bureau of Census (1984; 1994).

welfare variables. All control variables are measured at the county level unless otherwise
indicated. The control variables included in the analysis are the percentage of the
population that are college educated; the mean personal income; the natural logarithm
of the percentage of the population that are Native Americans; the natural logarithm of
the percentage of the population that are Black Americans; the percentage of the state
workforce that is unionized; and the agricultural region. The sources both of the
dependent and control variables used are provided in table 2.

The natural logarithms of several independent variables are calculated to correct
for skewness in the data. Control variables are included in an attempt to isolate the
effects of the variables of interest: in this case the farm-scale variable and the anti-
corporate-farming-law variable. Controls are included that may potentially influence
both poverty and unemployment rates at the county level and the percentage of
farms earning cash gains. For example, it is often found that Native American and
Black American populations endure higher poverty rates and higher unemployment
rates than other groups. Therefore, controlling for these variables adds confidence that
it is the impact of the laws that has been measured and not other influences that might
be contained within states with anticorporate farming laws.

Regarding the ‘agricultural region’, the Economic Research Service of the US
Department of Agriculture has developed county-level region variables. These regional
variables have been developed to identify “areas with similar types of farms intersected
with areas of similar physiographic, soil, and climatic traits, as reflected in USDA’s
Land Resource Regions” (Economic Research Service, 2000). We control for two
regions: (1) the ‘Heartland’ region, which primarily consists of the ‘corn belt’; and,
(2) the ‘Prairie Gateway’ region, which primarily comprises Texas, Oklahoma, and
Nebraska. Controlling for agricultural region is necessary for studies that investigate
outcomes related to agricultural structure. And by taking account of agricultural
region, we can have more confidence that we are measuring the effects of the laws
within the states rather than merely measuring regional impacts. In addition, by
considering the percentage of the state workforce that is unionized, we not only
account for a potential important predictor of the dependent variables, but we also
partially control for other state-level effects. Again this gives us more confidence that
the effects are a result of the anticorporate farming laws and are not consequences
of other state and regional effects.
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We use structural equation modeling that incorporates both measurement and
structural models (see Lyson et al, 2001). The latent variable representing the farm-
scale factor (table 1) represents the measurement models. Standardized regression
coefficients are reported from maximum likelihood estimation (Arbuckle and Wothke,
1999). The normed fit index assesses how well the model fits the data. Scores range
from zero (no fit) to unity (perfect fit), with an acceptable fit generally being a score
above 0.90 (Bentler and Bonnett, 1980). Structural equation modeling is an appropriate
technique to use for studies that attempt to describe outcomes such as ‘community
welfare’ through proxy variables. Taking into account the potential for multiple paths
of association and for relationships between independent variables is an approach
which can probably be recommended for investigating how rural communities fare under
particular social and economic relationships through necessarily partial measures.

For both the cross-sectional and lagged-panel analyses, we construct three models.
The first model includes all variables except the anticorporate-farming dummy vari-
able. The second model adds this dummy variable but deletes the industrial-farming
latent variable. The third is the full model that incorporates all variables. In this way we
can discern the initial relationship between the large-scale farming variable and rural
community welfare. We can then measure the association between anticorporate farming
laws and rural community welfare, and discover if adding the anticorporate dummy
influences the initial relationship between farm scale and rural community welfare.

Results

We turn first to family poverty (table 3). In model A the farm-scale variable is positive
and statistically significant and in model B the anticorporate-state binary variable is
negative and significant. In the full model, model C, the farm-scale variable remains
positive, but is substantially reduced in magnitude. The coefficient of the anticorporate
dummy variable is slightly reduced in magnitude. The same relationships are evident in
the lagged-panel analyses (models D, E,and F). The results indicate that large-scale

Table 3. Standardized coefficients for the regression of family poverty on farm scale, anticorporate-
farming binary variable, and control variables using cross-sectional and lagged-panel analyses.

Explanatory variables Cross-sectional analysis Lagged-panel analysis
(1990) (1980-90)
A B C D E F
Anticorporate state — —0.2191  —0.180F — —0.111Ff  —0.103F
Farm scale 0.253} — 0.096* 0.131** — 0.051
Family poverty 1979 0.771F 0.756F 0.753%
Personal income —0.6391 —0.645f —0.645% 0.019 0.020 0.012
Percentage of college —0.034 0.000 —0.006 —-0.012 —0.005 —0.008
graduates
Ln (percentage of 0.2167 0.1877 0.2027 0.2237 0.2167 0.218+
Native Americans)
Ln (percentage of 0.140t 0.143} 0.123} 0.120%**  0.133} 0.1217F
Black Americans)
Percentage of workforce 0.008 —0.1031  —0.075%* 0.089***  0.034 0.047
unionized
Heartland region —0.088** —0.058* —0.053* —0.077** —0.058** —0.058*
Prairie Gateway region  —0.1541  —0.071*%% —0.106%** —0.048 —0.007 —0.024
Normed fit index 0.969 0.984 0.960 0.983 0.986 0.982

*Significant at p < 0.10; **significant at p < 0.05; ***significant at p < 0.01, { significant at
p <0.001.
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farming is associated with higher poverty levels in farming-dependent counties; and
that farming-dependent counties in states with anticorporate farming laws have lower
relative poverty levels than farming-dependent counties in states that do not have
anticorporate farming laws. But the results also suggest that large-scale farming in
states with anticorporate farming laws has much less of an impact on county-level
poverty than in states without such laws. The anticorporate farming law seems to
mitigate the negative impact of large-scale farming.

A similar set of results is obtained regarding the percentage of farms earning cash
gains (table 4). However, in this case the farm-scale variable actually changes signs
after the anticorporate dummy variable is added to the full model (models C and F).
The initial effect of large farm scale is negative. However, it becomes positive after
taking into account whether or not a county is located in a state with an anticorporate
farming law. In both the cross-sectional and lagged-panel analyses the farm-scale
variable is not significant.

Table 4. Standardized coefficients for the regression of the percentage of farms earning cash gains
on farm scale, anticorporate-farming binary variable, and control variables using cross-sectional
and lagged-panel analyses.

Explanatory variables Cross-sectional analysis Lagged-panel analysis
(1990) (1980-90)
A B C D E F
Anticorporate state — 0.2497 0.270F - 0.2117 0.244+
Farm scale —0.123 — 0.065 —0.010 — 0.131
Percentage of farms 0.3817F 0.363F 0.3637
earning cash gains 19872
Personal income —0.010 0.003 0.003 0.023 0.039 0.022
Percentage of college 0.043 0.009 0.005 0.008 0.007 0.000
graduates
Ln (percentage of —0.117**  —0.117%* —0.099** —0.038 —0.053  —0.032
Native Americans)
Ln (percentage of —0.101*  —0.060 —0.071 —0.094 —0.021 —0.065
Black Americans)
Percentage of workforce —0.082 0.024 0.042 —0.012 0.036 0.068
unionized
Heartland region 0.168*** 0.117**  0.117** 0.042 —0.005 —0.002
Prairie Gateway region  —0.218% —0.2521 —0.2691 —0.228%  —0.237f —0.272%
Normed fit index 0.972 0.985 0.973 0.979 0.987 0.980

aCash gains data are not available before 1987.
*Significant at p < 0.10; **significant at p < 0.05; ***significant at p < 0.01, f significant at
p < 0.001.

Concerning unemployment (table 5), the same patterns are repeated. Farm scale is
associated with higher unemployment, but the anticorporate variable seems to mediate
this relationship. In the cross-sectional analysis (models A, B,and C), the size of the
farm-scale effect is reduced in the full model. In the lagged-panel analysis (models
D,E,and F), the sign on the farm-scale variable is again changed after adding the
anticorporate variable. This suggests an interactive effect between anticorporate farm-
ing laws and large-scale farming. Anticorporate farming laws seem to mitigate negative
impacts on farming-dependent communities from large-scale farming.
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Table 5. Standardized coefficients for the regression of the percentage of unemployed on farm scale,
anticorporate-farming binary variable, and control variables using cross-sectional and lagged-panel
analyses.

Explanatory variables Cross-sectional analysis Lagged-panel analysis
(1990) (1980-90)
A B C D E F
Anticorporate state - —0.2951  —0.198% - —0.1731  —0.095%
Farm scale 0.430t — 0.250%** 0.433F — —0.3101
Percentage of 0.571% 0.592+ 0.5817
unemployed 1980
Personal income —0.2317  —0.2451 —0.2371 —0.116%** —0.54* —0.98*%*
Percentage of college —0.2591 —0.2087  —0.2267 —0.1387  —0.100f —0.1287
graduates
Ln (percentage of 0.305¢ 0.257% 0.282} 0.252F 0.184% 0.221F
Native Americans)
Ln (percentage of 0.2247 0.2747 0.2237 0.044 0.172% 0.075
Black Americans)
Percentage of workforce 0.387t 0.210t 0.291¢ 0.212F 0.091**  0.178F
unionized
Heartland region 0.045 0.065 0.076* —0.089%* —0.082** —0.071*
Prairie Gateway region  —0.220f —0.076%  —0.165%** —0.128**  0.027 —0.076
Normed fit index 0.970 0.983 0.971 0.971 0.984 0.981

*Significant at p < 0.10; ** significant at p < 0.05; ***significant at p < 0.01, { significant at
p < 0.001.

Discussion and conclusions

It is critical that we recognize and address the fact that control of today’s food system
rests primarily with powerful and highly concentrated economic interests, and not with
local communities or even government (Heffernan, 1999; Lyson and Raymer, 2000).
Corporate interests are likely to continue to influence the food system in the direction
of increased economic globalization. However, states have many tools which can be
used to prevent corporate interests from gaining complete control of the food system
from plow to plate. And, as we have demonstrated here, there are important social and
economic reasons to do so.

The Goldschmidt hypothesis maintains that large-scale, industrial farming has
negative effects on rural communities. Although our findings support this assertion
in some respects, they also indicate that a large farm scale is not inherently negative for
rural communities. Rather, the impact often depends on the public policy environment.
That is, the primary concern regarding agriculture structure and rural community
welfare is not farm scale, but rather, it is corporate integration and coordination of
farming with food manufacturing. The authors of anticorporate farming laws appear
to have realized this because the focus of the laws is on limiting the reach of nonfamily
corporations into agricultural production (for example, banning packer feeding of
livestock). Regarding their effect, we find that the laws are likely to have been beneficial
to rural communities. Agriculture-dependent counties in states that restrict or regulate
corporate agriculture are more likely to score higher on the measures of community
well-being than are states without such laws. In addition, the laws seem to mirror the
effects of the “civically-engaged and economically independent middle-class” of Lyson
et al (2001). That is, the laws act as mediators for farm scale and mitigate potential
negative impacts of large-scale farming on rural communities. It may be that such laws
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are intervening mechanisms that enable the beneficial impacts of a civically engaged
and economically independent middle class.

There are of course other models for regulating industrial agriculture, and for
providing sheltering institutions for less industrialized forms of agricultural production
(Castle, 1998). However, for US agriculture, anticorporate farming laws appear to have
had the beneficial impacts that their authors and proponents intended. Our findings
should provide starting points for public policy development and debate concerning
the realization of widespread and sustainable benefits from US agriculture.

Another important question to be answered with future data is the impact that
changes in the laws have had on the community health indicators we investigated.
Our analysis is historical in that we have only been able to consider data from circa
1980 and circa 1990. Throughout the 1990s the laws have been altered and more recent
Census data should reveal the impacts of those changes.
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Foreword by

John Carlin,
Former Governor
of Kansas




I have witnessed dramatic changes in animal agriculture over the past several
decades. When I was growing up, my family operated a dairy farm, which not
only raised cows to produce milk, but crops to feed the cows and wheat as a
cash crop. When I took over management of the farm from my father in the
mid-sixties, on average we milked about 40 cows and farmed about 800 acres.
We were one of some 30 such dairy operations in Saline County, Kansas.
Today in Saline County and most Kansas counties, it is nearly impossible

to find that kind of diversified farm. Most have given way to large, highly
specialized, and highly productive animal producing operations. In Saline
County today, there is only one dairy farm, yet it and similar operations across
the state produce more milk from fewer cows statewide than I and all of my
peers did when I was actively farming.

Industrial farm animal production (1EAP) is a complex subject involving
individuals, communities, private enterprises and corporations large and small,
consumers, federal and state regulators, and the public at large. All Americans
have a stake in the quality of our food, and we all benefit from a safe and
affordable food supply. We care about the well-being of rural communities,
the integrity of our environment, the public’s health, and the health and
welfare of animals. Many disciplines contribute to the development and
analysis of 1TFAP—including economics, food science, animal sciences,
agronomy, biology, genetics, nutrition, ethics, agricultural engineering, and
veterinary medicine. The industrial farm has brought about tremendous
increases in short-term farm efficiency and affordable food, but its rapid

development has also resulted in serious unintended consequences and



questions about its long-term sustainability.

[ initially hesitated to get involved in the work of the Commission,
given that the nature of partisan politics today makes the discussion of any
issue facing our country extremely challenging. In the end, I accepted the
chairmanship because there is so much at stake for both agriculture and the
public at large. The Pew Commission on Industrial Farm Animal Production
(pcIrap) sought to develop recommendations that protect what is best about
American agriculture and to help to ensure its sustainability for the future.
Our work focuses on four areas of concern that we believe are key to that
future: public health, environment, animal welfare, and the vitality of rural
communities; specifically, we focus on how these areas have been impacted
by industrial farm animal production.

The Commission consists of a very diverse group of individuals,
remarkably accomplished in their fields, who worked together to achieve
consensus on potential solutions to the challenge of assuring a safe and
sustainable food supply. We sought broad input from stakeholders and citizens
around the country. We were granted the resources needed to do our work,
and the independence to ensure that our conclusions were carefully drawn
and objective in their assessment of the available information informed by the
Commissioners’ own expertise and experience. I thank each and every one for

their valuable service and all citizens who contributed to the process.



Finally, we were supported by a group of staff who worked tirelessly to
ensure that Commissioners had access to the most current information and
expertise in the fields of concern to our deliberations. We thank them for their

hard work, their patience, and their good humor.

A L

John W. Carlin

Chairman



Preface by

Robert P. Martin,
Executive Director,
Pew Commission
on Industrial Farm
Animal Production




Opver the last 50 years, the method of producing food animals in the United
States has changed from the extensive system of small and medium-sized
farms owned by a single family to a system of large, intensive operations where
the animals are housed in large numbers in enclosed structures that resemble
industrial buildings more than they do a traditional barn. That change has
happened primarily out of view of consumers but has come at a cost to the
environment and a negative impact on public health, rural communities, and
the health and well-being of the animals themselves.

The Pew Commission on Industrial Farm Animal Production (pc1rap)
was funded by a grant from The Pew Charitable Trusts to the Johns
Hopkins Bloomberg School of Public Health to investigate the problems
associated with industrial farm animal production (1FAP) operations and to
make recommendations to solve them. Fifteen Commissioners with diverse
backgrounds began meeting in early 2006 to start their evidence-based review
of the problems caused by 1raP.

Opver the next two years, the Commission conducted 11 meetings
and received thousands of pages of material submitted by a wide range of
stakeholders and interested parties. Two hearings were held to hear from
the general public with an interest in 1FAP issues. Eight technical reports
were commissioned from leading academics to provide information in the
Commission’s areas of interest. The Commissioners themselves brought
expertise in animal agriculture, public health, animal health, medicine, ethics,
public policy, and rural sociology to the table. In addition, they visited broiler,

hog, dairy, egg, and swine 1FAP operations, as well as a large cattle feedlot.

vii



There have been some serious obstacles to the Commission completing its
review and approving consensus recommendations. The agriculture industry
is not monolithic, and the formation of this Commission was greeted by
industrial agriculture with responses ranging from open hostility to wary
cooperation. In fact, while some industrial agriculture representatives were
recommending potential authors for the technical reports to Commission
staff, other industrial agriculture representatives were discouraging those same
authors from assisting us by threatening to withhold research funding for
their college or university. We found significant influence by the industry at
every turn: in academic research, agriculture policy development, government
regulation, and enforcement.

At the end of his second term, President Dwight Eisenhower warned the
nation about the dangers of the military-industrial complex—an unhealthy
alliance between the defense industry, the Pentagon, and their friends on
Capitol Hill. Now, the agro-industrial complex—an alliance of agriculture
commodity groups, scientists at academic institutions who are paid by the
industry, and their friends on Capitol Hill—is a concern in animal food
production in the 21st century.

The present system of producing food animals in the United States is
not sustainable and presents an unacceptable level of risk to public health and
damage to the environment, as well as unnecessary harm to the animals we

raise for food.



The story that follows is the Commission’s overview of these critical issues

and consensus recommendations on how to improve our system of production.

~Ortect /Mot

Robert P. Martin

Executive Director



How the Current
System Developed




Industrial farm animal production (1EAP) encompasses all aspects of breeding,
feeding, raising, and processing animals or their products for human
consumption. Producers rely on high-throughput production to grow thousands
of animals of one species (often only a few breeds of that species and only one
genotype within the breed) and for one purpose (such as pigs, layer hens, broiler
chickens, turkeys, beef, or dairy cattle).

IFAP’s strategies and management systems are a product of the post—

Industrial Revolution era, but unlike other industrial systems, 1raP is dependent

on complex biological and ecological systems for its basic raw material.

And the monoculture common to 1raP facilities has diminished important

biological and genetic diversity in pursuit of higher yields and greater efficiency

(Steinfeld et al., 2006).

The origins of agriculture go back more than 10,000
years to the beginning of the Neolithic era, when humans
first began to cultivate crops and domesticate plants and
animals. While there were many starts and stops along
the way, agriculture provided the technology to achieve

a more reliable food supply in support of larger human
populations. With agriculture came concepts of personal
property and personal inheritance, and hierarchical
societies were organized. In short, crop cultivation led

to a global revolution for humankind, marked by the
emergence of complex societies and the use of technology.

The goal of agriculture then, as now, was to meet
human demand for food, and as the population grew,
carly agriculturalists found new ways to increase yield,
decrease costs of production, and sustain productivity.
Over the centuries, improved agricultural methods
brought about enormous yield gains, all to keep up with
the needs of an ever-increasing human population. In the
18th century, for example, it took nearly five acres of land
to feed one person for one year, whereas today it takes
just half an acre (Trewavas, 2002)—a tenfold increase in
productivity.

There is reason to wonder, however, whether these
dramatic gains, and particularly those of the last 50 years,
can be sustained for the next 50 years as the world’s
human population doubles, climate change shifts rainfall
patterns and intensifies drought cycles, fossil fuels become
more expensive, and the developing nations of the world
rapidly improve their standards of living.

Enormous Yield Gains

Agriculture in North America predated the arrival of
the first Europeans. The peoples of the Americas had

long been cultivating crops such as corn, tobacco, and
potatoes—crops that even today represent more than half
of the value of crops produced in the United States. They
developed the technology to fertilize crops as a means

to meet the nutrient needs of their crops in the relatively
poor soils of much of the Americas. The first European
settlers—often after their own crops and farming methods
failed—learned to grow crops from the original peoples

of the Americas.

Subsistence farming was the nation’s primary
occupation well into the 1800s. In 1863, for example, there
were more than six million farms and 870 million acres
under cultivation. The mechanization of agriculture began
in the 1840s with Cyrus McCormick’s invention of the
reaper, which increased farm yields and made it possible to
move from subsistence farming to commercial agriculture.
McCormick’s reaper was a miracle—it could harvest five
to six acres daily compared with the two acres covered by
farmers using the most advanced hand tools of the day.

In anticipation of great demand, McCormick headed west
to the young prairie town of Chicago, where he set up a
factory and, by 1860, sold a quarter of a million reapers.
The development of other farm machines followed in
rapid succession: the automatic wire binder, the threshing
machine, and the reaper-thresher, or combine. Mechanical
planters, cutters, and huskers appeared, as did cream
separators, manure spreaders, potato planters, hay driers,
poultry incubators, and hundreds of other inventions.

New technologies for transportation and food
preservation soon emerged. The railroad and refrigeration
systems allowed farmers to get their products to markets
across great distances to serve the rapidly growing cities
of the day. Locomotives carried cattle to stockyards in

Kansas City and Chicago where they were sold and ’
slaughtered. The growing urban centers created large ‘






and growing markets, which benefited from the railroads
and refrigerated railcars that made year-round transport
of fresh and frozen meat products feasible. Expanding
production to meet growing demand was facilitated by
the agriculture policy of the federal government, which

focused on increasing crop yields.

Agriculture in the Twentieth Century

Farm yields reached a plateau in the first half of the 20th
century, slowed by global conflict, the Dust Bowl, and
the Great Depression. After World War 11, America’s new
affluence and growing concern for feeding the world’s
poor led to the “Green Revolution,” the worldwide
transformation of agriculture that led to significant
increases in agricultural production from 1940 through
the 1960s. This transformation relied on a regime of
genetic selection, irrigation, and chemical fertilizers and
pesticides developed by researchers such as Norman
Borlaug and funded by a consortium of donors led by the
Ford and Rockefeller foundations.

The Green Revolution dramatically increased
agricultural productivity, even outpacing the demands
of the rapidly growing world population. The massive
increase in corn yields from the 1940s through the 1980s

A

provides a case in point: a farmer in 1940 might have
expected to get 70—80 bushels of corn per acre, whereas
by 1980, farms routinely produced 200 bushels per

acre, thanks to genetic selection, chemical fertilizer and
pesticides, and irrigation regimes developed by Green
Revolution scientists. Similarly, the developing world has
seen cereal production—not only corn, but also wheat and
rice—increase dramatically, with a doubling in yields over
the last 40 years.

As a result of these significant increases in output, corn
and grains became inexpensive and abundant, suitable
as a staple to feed not only humans but animals as well.
Inexpensive corn thus made large-scale animal agriculture
more profitable and facilitated the evolution of intensive
livestock feeding from an opportunistic method of
marketing corn to a profitable industry.

The Green Revolution would later prove to have
unwanted ecological impacts, such as aquifer depletion,
groundwater contamination, and excess nutrient runoff,
largely because of its reliance on monoculture crops,
irrigation, application of pesticides, and use of nitrogen
and phosphorous fertilizers (Tilman et al., 2002). These
unwanted environmental consequences now threaten to
reverse many of the yield increases attributed to the Green
Revolution in much of North America.

American Meat Expenditures, 1970-2005 (Source: Livestock Marketing Information Center)
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The Animal Production Farm as Factory

Intensive animal production began in the 1930s with
America’s highly mechanized swine slaughterhouses.
Henry Ford even credited the slaughterhouses for giving
him the idea to take the swine “disassembly” line idea
and put it to work as an assembly line for automobile
manufacturing. Later, the ready availability of inexpensive

grain and the rapid growth of an efficient transportation
system made the United States the birthplace for intensive
animal agriculture.

Paralleling the crop yield increases of the Green
Revolution, new technologies in farm animal management
emerged that made it feasible to raise livestock in
higher concentrations than were possible before. As
with corn and cereal grains, modern industrial food
animal production systems resulted in significant gains
in production efficiency. For example, since 1960, milk
production has doubled, meat production has tripled, and
egg production has increased fourfold (Delgado, 2003).
While some of these increases are due to greater numbers
of animals, genetic selection for improved production,
coupled with specially formulated feeds that include
additives of synthetic compounds, have contributed
significantly as well. The measure of an animal’s efficiency
in converting feed mass into increased body mass—the
feed conversion ratio—has improved for all food animal
species. The change has been most dramatic in chickens:
in 1950, it took 84 days to produce a 5-pound chicken
whereas today it takes just 45 days (HsUS, 2006a).

Intensive animal production and processing have
brought about significant change in American agriculture
over the last two decades. The current trend in animal
agriculture is to grow more in less space, use cost-efficient
feed, and replace labor with technology to the extent
possible. This trend toward consolidation, simplification,
and specialization is consistent with many sectors of
the American industrial economy. The diversified,
independent, family-owned farms of 40 years ago
that produced a variety of crops and a few animals are
disappearing as an economic entity, replaced by much
larger, and often highly leveraged, farm factories. The
animals that many of these farms produce are owned by
the meat packing companies from the time they are born
or hatched right through their arrival at the processing
plant and from there to market. The packaged food
products are marketed far from the farm itself.

These trends have been accompanied by significant
changes in the role of the farmer. More and more animal
farmers have contracts with “vertically integrated”* meat
packing companies to provide housing and facilities to
raise the animals from infancy to the time they go to the
slaughterhouse. The grower does not own the animals
and frequently does not grow the crops to feed them. The
integrator (company) controls all phases of production,
including what and when the animals are fed. The poultry
industry was the first to integrate, beginning during
World War 11 with War Department contracts to supply
meat for the troops. Much later, Smithfield Farms applied ’.’.’.
the vertical integration model to raising pork on a large




scale. Today, the swine and poultry industries are the most
vertically integrated, with a small number of companies
overseeing most of the chicken meat and egg production
in the United States. In contrast, the beef cattle and dairy
industries exhibit very little or no vertical integration.

Under the modern-day contracts between integrators
and growers, the latter are usually responsible for
disposition of the animal waste and the carcasses of
animals that die before shipment to the processor. The
costs of pollution and waste management are also the
grower’s responsibility. Rules governing waste handling
and disposal methods are defined by federal and state
agencies. Because state regulatory agencies are free to set
their own standards as long as they are at least as stringent
as the federal rules, waste handling and disposal systems
often vary from state to state. Because the integrators
are few in number and control much if not all of the
market, the grower often has little market power and may
not be able to demand a price high enough to cover the
costs of waste disposal and environmental degradation.
These environmental costs are thereby “externalized” to
the general society and are not captured in the costs of
production nor reflected in the retail price of the product.

Accompanying the trend to vertical integration is
a marked trend toward larger operations. Depending
on their size and the operator’s choice, these industrial
farm animal production facilities may be called animal
feeding operations (aFOs) or concentrated animal feeding
operations (caFros) for US Environmental Protection
Agency (pA) regulatory purposes. The £Pa defines an
AFO as a lot or facility where (1) animals have been, are,
or will be stabled or confined and fed or maintained for
a total of 45 days or more in a 12-month period; and (2)
crops, vegetation, forage growth, or postharvest residues
are not sustained in the normal growing season over any
portion of the lot or facility. caFos are distinguished from
the more generic AFOs by their larger number of animals
or by either choosing or having that designation imposed
because of the way they handle their animal waste. A
facility of a sufficient size to be called a cAFO can opt out
of that designation if it so chooses by stating that it does
not discharge into navigable waters or directly into waters
of the United States. For the purposes of this report, the
term industrial farm animal production (1EaP) refers
to the most intensive practices (such practices include
gestation and farrowing crates in swine production,
battery cages for egg-laying hens, and the like) regardless
of the size of the facility. Facilities of many different sizes
can be industrial, not just those designated as caros by
the Epa.

Regardless of whether a farm is officially listed as a
CAFO, IFAP has greatly increased the number of animals
per operation. To illustrate, over the last 14 years, the
average number of animals per swine operation has
increased 2.8 times, for egg production 2.5 times, for
broilers 2.3 times, and for cattle 1.6 times (Tilman et al.,
2002). More animals mean greater economies of scale and
lower cost per unit. In addition, 1raP facility operators,
in many cases, gain greater control over the factors
that influence production such as weather, disease, and

nutrition. Thus, production of the desired end product
typically requires less time.

But the economic efficiency of IFAP systems may not
be entirely attributable to animal production efficiencies.
Nor are the economies of scale that result from the
confinement of large numbers of animals entirely
responsible for the apparent economic success of the 1rap
system. Rather, according to a recent Tufts University
study, the overproduction of agricultural crops such as
corn and soybeans due to US agricultural policy since
1996 has, until recently, driven the market price of those
commodities well below their cost of production (Starmer
and Wise, 2007a), resulting in a substantial discount to
17AP facility operators for their feed. The Tufts researchers
also point out that, because of weak environmental
enforcement, IFAP facilities receive a further subsidy in
the form of externalized environmental costs. In total,
the researchers estimate that the current hog 1rap facility
receives a subsidy worth just over $ 10 per hundredweight,
or just over $ 24 for the average hog, when compared with
the true costs of production (Starmer and Wise, 2007a;
Starmer and Wise, 2007b).

Despite their proven efficiency in producing food
animals, 1FAP facilities have a number of inherent and
unique risks that may affect their sustainability. While
some CAFOs have been sited properly with regard to
local geological features, watersheds, and ecological
sensitivity, others are located in fragile ecosystems, such
as on flood plains in North Carolina and over shallow
drinking water aquifers in the Delmarva Peninsula and
northeastern Arkansas. The waste management practices
of 1rAP facilities can have substantial adverse affects on
air, water, and soils. Another major risk stems from the
routine use of specially formulated feeds that incorporate
antibiotics, other antimicrobials, and hormones to prevent
disease and induce rapid growth. The use of low doses of
antibiotics as food additives facilitates the rapid evolution
and proliferation of antibiotic-resistant strains of bacteria.
The resulting potential for “resistance reservoirs” and
interspecies transfer of resistance determinants is a high-
priority public health concern. Finally, 1eap facilities
rely on selective breeding to enhance specific traits such
as growth rate, meat texture, and taste. This practice,
however, results in a high degree of inbreeding, which
reduces biological and genetic diversity and represents a
global threat to food security, according to the Food and
Agriculture Organization (FA0) of the United Nations
(Steinfeld et al., 2006).

The potential health and environmental impacts of
1FAP take on more urgent concern in the context of the
global market for meat and meat products, considering
that world population is expected to increase from the
current four to five billion to nine to ten billion by 2050.
Most of that growth will occur in low- and middle-income
countries, where rising standards of living are accelerating
the “nutrition transition” from a diet of grains, beans,
and other legumes to one with more animal protein.

The demand for meat and poultry is therefore expected
to increase nearly 35% by 2015 (Steinfeld et al., 2006).
To meet that rising demand, the caro model has



become increasingly attractive. The spread of 1FAP to the
developing world brings the benefit of rapid production of
meat, but at the cost of environmental and public health,
costs that may be exacerbated by institutional weaknesses
and governance problems common in developing

countries.

Commissioners’ Conclusions

Animal agriculture has experienced “warp speed” growth
over the last 50 years, with intensification resulting in an
almost logarithmic increase in numbers. The availability
of high-yield and inexpensive grains has fueled this
increase and allowed for continually increasing rates

of growth in order to feed the burgeoning human
population. However, diminished fossil fuel supplies,
global climate change, declining freshwater availability,
and reduced availability of arable land all suggest that
agricultural productivity gains in the next 50 years may be
far less dramatic than the rates of change seen over the last

100 years.

A

As discussed, the transformation of traditional animal
husbandry to the industrial food animal production
model and the widespread adoption of 1raP facilities have
led to widely available and affordable meat, poultry, dairy,
and eggs. As a result, animal-derived food products are
now inexpensive relative to disposable income, a major
reason that Americans eat more of them on a per capita
basis than anywhere else in the world. According to the
US Department of Agriculture (Uspa), the average cost of
all food in the United States is less than ten percent of the
average American’s net income, even though on a cost-per-
calorie basis Americans are paying more than the citizens
of many other countries (Frazio et al., 2008).

While industrial farm animal production has benefits,
it brings with it growing concerns for public health,
the environment, animal welfare, and impacts on rural
communities. In the sections that follow, we examine the
unintended consequences of intensive animal agriculture
and its systems. The Commission’s goal is to understand
those impacts and to propose recommendations to address
them in ways that can ensure a safe system of animal
agriculture while satisfying the meat and poultry needs
of a nation that will soon reach 400 million Americans.

Cost per calorie rises as income levels rise (Source: consumption expenditure data from
Euromonitor International 2006; cost per calorie calculated based on calorie consumption

data from FAOSTAT 2007 [Frazdo et al., 2008])
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The Global Impact of the
US Industrial Food Animal
Production Model
The concentrated animal feeding
operation (CAFO) model of
production in the United States
has developed over the years into
a fine-tuned factory operation.
Recently, the CAFO model has
begun to spread to all corners of
the world, especially the developing
world. This spread brings many of
the benefits that made it successful
in the developed world, but also the
problems. Those problems are often
magnified by structural deficiencies
that may exist in a country where
law and government cannot keep
pace with the country’s adoption of
animal production and other new
technologies.

Developing countries adopt
the CAFO model for two reasons.
The first is that as people become
wealthier, they eat more meat.
From the 1970s through the 1990s,
the consumption of meat in the
developing world increased by 70

million metric tons (Delgado et al.,

A villager locks the truck barrier after
pigs loaded in a pig farm on January
17, 2008, in the outskirts of Lishu
County of Jilin Province, northeast
China. Jilin Provincial government
earmarks 5.9 million yuan toward
sow subsidies; each sow will gain

100 yuan, in a bid to curb the soaring

pork price, according to local media.

1999). These countries therefore
need to produce more animal
protein than ever before. And as
populations grow, especially in Asia,
land becomes scarce and the CAFO
model becomes more attractive
(Tao, 2003). Second, multinational
corporations involved in the animal
protein industry scour the world
looking for countries with cheap
labor and large expanses of land
available to cultivate feed for food
animals (Martin, 2004). When they
find these areas, they bring along the
production model that served them
well in developed countries.

This all sounds well and good if
the CAFO model allows a country
to increase its level of development
and feed its citizens, but often
these countries are not equipped to
deal with the problems that can be
associated with CAFOs. For example,
CAFOs produce large amounts of
pollution if they are not managed
and regulated properly. Even in
many areas of the United States,
we are barely able to deal with the
harmful effects of CAFOs. In the

developing world, governments

and workers often do not have

the ability or resources to enforce
environmental, worker safety, or
animal welfare laws, if they even
exist (Tao, 2003). Or if a country does
have the capacity, it often chooses
not to enforce regulations in the
belief that the economic benefits of a
CAFO offset any detrimental impacts
(Neirenberg, 2003).

But unregulated CAFO facilities
can have disastrous consequences for
the people living and working around
them. Rivers used for washing and
drinking may be polluted. Workers
may be exposed to diseases and
other hazards that they neither
recognize nor understand because of
their limited education.

As the Commission looks at the
impact of the industrial model in the
United States, we must not forget
that these types of operations are
being built all around the globe,
often on a larger scale and with less

regulation.



Public Health




The potential public health effects associated with 1rAP must be examined in

the context of its potential effects on individuals and the population as a whole.

These effects include disease and the transmission of disease, the potential

for the spread of pathogens from animals to humans, and mental and social

impacts. The World Health Organization (wHo0) defines health as “a state of

complete physical, mental and social well-being” (wHO, 1992). This definition

is widely recognized in the developed world and is increasingly being adopted

by American employers.

In 1FAP systems, large numbers of animals are raised together, usually in

confinement buildings, which may increase the likelihood for health issues

with the potential to affect humans, carried either by the animals or the large

quantities of animal waste. The 1raPp facilities are frequently concentrated in

areas where they can affect human population centers. Animal waste, which

harbors a number of pathogens and chemical contaminants, is usually left

untreated or minimally treated, often sprayed on fields as fertilizer, raising the

potential for contamination of air, water, and soils. Occasionally, the impact

can be far worse. In one recent example, farm animal waste runoff from rrap

facilities was among the suspected causes of a 2006 Escherichia coli outbreak

in which three people died and nearly 200 were sickened (cpc, 2006).

Affected Populations

Health risks increase depending on the rate of exposure,
which can vary widely. Those engaged directly with
livestock production, such as farmers, farm workers, and
their families, typically have more frequent and more
concentrated exposutes to chemical or infectious agents.
For others with less continuous exposure to livestock and
livestock facilities, the risk levels decline accordingly.
Direct exposure is not the only health risk, however;
health impacts often reach far beyond the 1raP facility.
Groundwater contamination, for example, can extend
throughout the aquifer, affecting drinking water supplies
at some distance from the source of contamination.
Infectious agents, such as a novel (or new) avian influenza
virus, that arise in an 1FaP facility may be transmissible
from person to person in a community setting and
well beyond. An infectious agent that originates at an
1FAP facility may persist through meat processing and
contaminate consumer food animal products, resulting in

a serious disease outbreak far from the 1raPp facility.

Monitoring is a basic component of strategies to
protect the public from harmful effects of contamination
or disease, yet IFAP monitoring systems are inadequate.
Current animal identification and meat product
labeling practices make it difficult or impossible to trace
infections to the source. Likewise, 1FAP workers, who
may serve as vectors carrying potential disease-causing
organisms from the animals they work with to the larger
community, do not usually participate in public health
monitoring, disease reporting, and surveillance programs
because, as an agricultural activity, IFAP is often exempt.
Furthermore, migrant and visiting workers, many of
whom are undocumented, present a particular challenge
to adequate monitoring and surveillance because their
legal status often makes them unwilling to participate in
health monitoring programs.

In general, public health concerns associated with
1FAP include heightened risks of pathogens (disease- and

nondisease-causing) passed from animals to humans;

the emergence of microbes resistant to antibiotics and ’
antimicrobials, due in large part to widespread use of (]
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antimicrobials for nontherapeutic purposes; food-borne
disease; worker health concerns; and dispersed impacts on
the adjacent community at large.

Pathogen Transfer

The potential for pathogen transfer from animals to
humans is increased in 1FAP because so many animals
are raised together in confined areas. 1rap feed and
animal management methods successfully maximize the
efficiency of meat or poultry production and shorten the
time it takes to reach market weight, but they also create
a number of opportunities for pathogen transmission

to humans. Three factors account for the increased

risk: prolonged worker contact with animals; increased
pathogen transmission in a herd or flock; and increased
opportunities for the generation of antibiotic-resistant
bacteria or new strains of pathogens. Stresses induced by
confinement may also increase the likelihood of infection
and illness in animal populations.

Fifty years ago, a US farmer who raised pigs or
chickens might be exposed to several dozen animals for
less than an hour a day. Today’s confinement facility
worker is often exposed to thousands of pigs or tens
of thousands of chickens for eight or more hours each
day. And whereas sick or dying pigs might have been
a relatively rare exposure event 50 years ago, today’s
agricultural workers care for sick or dying animals daily
in their routine care of much larger herds and flocks.
This prolonged contact with livestock, both healthy and
ill, increases agricultural workers’ risks of infection with

zoonotic pathogens.

Infectious Disease

Numerous known infectious diseases can be transmitted
between humans and animals; in fact, of the more than
1,400 documented human pathogens, about 64% are
zoonotic (Woolhouse and Gowtage-Sequeria, 2005;
Woolhouse et al., 2001). In addition, new strains and
types of infectious and transmissible agents are found
every year. Among the many ways that infectious agents
can evolve to become more virulent or to infect people
are numerous transmission events and co-infection

with several strains of pathogens. For this reason,
industrial farm animal production facilities that house
large numbers of animals in very close quarters can be

a source of new or more infectious agents. Healthy or
asymptomatic animals may carry microbial agents that
can infect and sicken humans, who may then spread the
infection to the community before it is discovered in the
animal population.

Generation of Novel Viruses

While transmission of new or novel viruses from animals

to humans, such as avian or swine influenza, seems a

rather infrequent event today (Gray et al., 2007; Myers,
Olsen et al., 2007), the continual cycling of viruses and
other animal pathogens in large herds or flocks increases
opportunities for the generation of novel viruses through
mutation or recombinant events that could result in more
efficient human-to-human transmission. In addition,

as noted earlier, agricultural workers serve as a bridging
population between their communities and the animals
in large confinement facilities (Myers et al., 2006; Saenz
etal., 2006). Such novel viruses not only put the workers
and animals at risk of infection but also may increase the
risk of disease transmission to the communities where the

workers live.

Food-Borne Infection

Food production has always involved the risk of microbial
contamination that can spread disease to humans, and
that risk is certainly not unique to 1eap. However, the
scale and methods common to 1FAP can significantly
affect pathogen contamination of consumer food
products. All areas of meat, poultry, egg, and dairy
production (e.g., manure handling practices, meat
processing, transportation, and animal rendering) can
contribute to zoonotic disease and food contamination
(Gilchrist et al., 2007). Several recent and high-profile
recalls involving E. Coli O157:H7 and Salmonella enterica
serve as dramatic reminders of the risk.

Food-borne pathogens can have dire consequences
when they do reach human hosts. A 1999 report estimated
that £. Coli O157:H7 infections caused approximately
73,000 illnesses each year, leading to over 2,000
hospitalizations and 6o deaths each year in the United
States (Mead et al., 1999). Costs associated with E. Coli
Ors7:H7y—related illnesses in the United States were
estimated at $ 405 million annually: $370 million for
deaths, $30 million for medical care, and $ 5 million
for lost productivity (Frenzen et al., 2005). Animal
manure, especially from cattle, is the primary source
of these bacteria, and consumption of food and water
contaminated with animal wastes is a major route of
human infection.

Because of the large numbers of animals in a typical
17AP facility, pathogens can infect hundreds or thousands
of animals even though the infection rate may be fairly
low as a share of the total population. In some cases, it
may be very difficult to detect the pathogen; Salmonella
enterica (SE), for example, is known to colonize the
intestinal tract of birds without causing obvious disease
(Suzuki, 1994), although the infected hen ovaries then
transfer the organism to the egg contents. Although
the frequency of SE contamination in eggs is low (fewer
than 1 in 20,000 eggs), the large numbers of eggs—65
billion—produced in the United States each year means
that contaminated eggs represent a significant source for
human exposure. Underscoring this point, the Centers
for Disease Control and Prevention (cpc) estimated
that sE-contaminated eggs accounted for approximately
180,000 illnesses in the United States in 2000 (Schroeder

Zoonotic disease:

A disease caused by a microbial

agent that normally exists in

animals but that can infect

humans.
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etal., 2005). The potential advantage of 1FAP in this
circumstance is that concentrated production and
processing in fewer, larger facilities can result in improved
product safety if regulations are propetly instituted and
vigilantly enforced.

Feed and Pathogen Risk

Feed formulation further influences pathogen risk because
the feeds for confined animals are significantly different
from the forage traditionally available to poultry, swine,
or cattle. These feeds have been modified to:

+  Reduce the time needed to reach market weight;

+ Increase the efficiency of feed conversion—the amount
of food converted to animal protein (rather than
manure); and

+  Ensure the survivability and uniformity of animals.
Other changes in modern animal feeds are the

extensive recycling of animal fats and proteins through

rendering and the addition of industrial and animal
wastes as well as antimicrobials (aMs), including arsenic-
derived compounds (arsenicals). In some cases, these
additives can be dangerous to human health, as illustrated
by the bovine spongiform encephalopathy (8sE) crisis in

Britain in the early 1990s—scientists discovered that it

resulted from the inclusion of brain and brainstem parts

in the renderings that went into animal feeds. Since that
discovery, great care has been taken to eliminate brain and
spinal cord material from animal renderings. However,
the ongoing addition of antimicrobial agents to 1FAP
livestock foodstuffs to promote growth also promotes the

emergence of resistant strains of pathogens, presenting a

significant risk to human health.

Nontherapeutic Antimicrobial Use
and Resistance

The use of antibiotics for growth promotion began in the
1940s when the poultry industry discovered that the use of
tetracycline fermentation byproducts resulted in improved
growth (Stokstad and Jukes, 1958-1959). Though the
mechanism of this action was never fully understood,

the practice of adding low levels of antibiotics and, more
recently, growth hormones to stimulate growth and
improve production and performance has continued over
the ensuing 50 years.

In the 1990s, the public became aware of the threat of
antimicrobial resistance as the number of drug-resistant
infections increased in humans. However, antimicrobial
resistance has been observed almost since the discovery of
penicillin. In 2000, a wHO report on infectious diseases
expressed alarm at the spread of multidrug-resistant
infectious disease agents and noted that a major source of

antimicrobial-resistant bacteria was food:

Since the discovery of the growth-promoting
and disease-fighting capabilities of antibiotics,

farmers, fish-farmers and livestock producers have

used antimicrobials in everything from apples to
aquaculture. Currently, only half of all antibiotics are
slated for human consumption. The other 50% are
used to treat sick animals, as growth promoters in
livestock, and to rid cultivated foodstuffs of various
destructive organisms. This ongoing and often
low-level dosing for growth and prophylaxis inevitably
results in the development of resistance in bacteria

in or near livestock, and also heightens fears of

new resistant strains “jumping” between species. ...

(WHO, 2000)

Despite increased recognition of the problem, the
Infectious Disease Society of America (1sDA) recently
declared antibiotic-resistant infections to be an epidemic
in the United States (Spellberg et al., 2008). The cbc
estimated that 2 million people contract resistant
infections annually and, of those, 90,000 die. A decade
ago, the Institute of Medicine estimated that antimicrobial
resistance costs the United States between $4 and $s billion
annually, and these costs are certainly higher now as the
problem of resistance has grown and intensified worldwide
(Harrison et al., 1998).

Because bacteria reproduce rapidly, resistance can
develop relatively quickly in the presence of antimicrobial
agents, and once resistance genes appear in the bacterial
gene pool, they can be transferred to related and unrelated
bacteria. Therefore, increased exposure to antimicrobials
(particularly at low levels) increases the pool of resistant
organisms and the risk of antimicrobial-resistant
infections. Consider the following:

+  Antimicrobials are readily available online or

through direct purchase from the manufacturer or

distributor, allowing unrestricted access by farmers to

pharmaceuticals and chemicals without a prescription
or veterinarian’s oversight; and

+  Some classes of antibiotics that are used to treat life-
threatening infections in humans, such as penicillins
and tetracyclines, are allowed in animal feeds to
promote animal growth.

Groups attempting to estimate the amount of
antimicrobials used in food animal production are
often thwarted by varying definitions of “therapeutic,”
“nontherapeutic,” and “growth-promoting.” For example,
the Union of Concerned Scientists estimated that 70%
of antimicrobials in the United States are used in food
animal production, whereas the Animal Health Institute
estimated closer to 30% (aHI1, 2002; Mellon et al., 2001).
Others have not bothered with an estimate because of
the lack of both clear definitions and data (Mellon et al.,
2001; WHO, 2000). A universally accepted definition
of the various types of use is necessary to estimate
antimicrobial use and to formulate policy governing
the use of antimicrobials in food animals. The lack of
publicly available validated information on the volume of
antimicrobial use as a feed additive leaves policymakers
uninformed about the true state of antimicrobial use
in food animal production and its relationship to the
growing problem of antimicrobial resistance. ’

Supporters of the use of antibiotics as growth (]

that reduce or eliminate the

effectiveness of drugs.

Antimicrobial resistance:

The result of microbial changes
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Endotoxin:

A toxin that is presentin a
bacteria cell and is released
when the cell disintegrates. It
is sometimes responsible for
the characteristic symptoms of

a disease, such as botulism.
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promoters maintain that their use, along with other
technologies, results in more affordable meat products for
consumers, decreased production costs, and less impact on
the environment as fewer animals are required to produce
a unit of meat product. However, it is not clear that the
use of antimicrobials in food is cost-effective, either in
terms of increased health care costs as a result of resistant
infections, or for the facility itself (Graham et al., 2007).
Antimicrobial-resistant bacteria have been found both

in and downwind of 1rap facilities (e.g., swine) but not
upwind (Gibbs et al., 2004). Several groups have reviewed
the association between the use of low-level antimicrobials
in food animal production and the development of
antimicrobial resistance in humans (Teuber, 2001; Smith,
Harris et al., 2002).

Whatever the direct evidence, it is certain that the
exposure of bacteria to antimicrobial agents selects
resistant bacteria that can replicate and persist. Such
bacteria from 1rap facilities can reach humans through
many routes, both direct (through food, water, air,
or contact) and indirect (via transmission of resistance
in the environmental pool of bacteria).

Occupational Health Impacts of
Industrial Farm Animal Production

1FAP facilities generate toxic dust and gases that may cause
temporary or chronic respiratory irritation among workers
and operators. 1FAP workers experience symptoms similar
to those experienced by grain handlers: acute and chronic
bronchitis, nonallergic asthma-like syndrome, mucous
membrane irritation, and noninfectious sinusitis. An
individual’s specific response depends on characteristics of
the inhaled irritants and on the individual’s susceptibility.
In general, the symptoms are more frequent and severe
among smokers (Donham and Gustafson, 1982;
Markowitz et al., 1985; Marmion et al., 1990) and among
workers in large swine operations (who work longer hours
inside 1raP buildings) or in buildings with high levels of
dusts and gases (Donham et al., 2000; Donham et al.,
1995; Reynolds et al., 1996). Evidence also suggests that
increasing exposure to IFAP irritants leads to increased
airway sensitivity (Donham and Gustafson, 1982;
Donham et al., 1989).

Another, more episodic, bioaerosol-related problem
experienced by about 30% of 1raP facility workers is

organic dust toxic syndrome (0pTs) (Do Pico, 1986;
Donham et al., 1990), which is thought to be caused
mainly by inhaled endotoxin and usually occurs in
workers exposed to high levels of dust for four or more
hours (Rylander, 1987). Although its onset may be
delayed, the symptoms are more severe than those
described above: fever, malaise, muscle aches, headache,
cough, and tightness of the chest.

In addition to dust, irritants such as gases are generated
inside farm buildings from the decomposition of animal
urine and feces (ammonia, hydrogen sulfide, and
methane, among others) (Donham and Gustafson, 1982;
Donham and Popendorf, 1985; Donham et al., 1995).

The combination of dusts and gases in 1rAP facilities can
rise to concentrations that may be acutely hazardous to
both human and animal health (Donham and Gustafson,
1982).

Decomposing manure produces at least 160 different
gases, of which hydrogen sulfide (H S), ammonia, carbon
dioxide, methane, and carbon monoxide are the most
pervasive (Donham et al., 1982a; Donham and Gustafson,
1982; Donham et al., 1982b; Donham and Popendorf,
1985; Donham et al., 1988). These gases may seep from
pits under the building or they may be released by
bacterial action in the urine and feces on the confinement
house floor (one study showed that the latter accounted
for 40% of the ammonia measured in-building [Donham
and Gustafson, 1982]).

Possibly the most dangerous gas common to 1FaP
facilities is hydrogen sulfide. It can be released rapidly
when liquid manure slurry is agitated, an operation
commonly performed to suspend solids so that pits
can be emptied by pumping (Donham et al., 1982b;
Osbern and Crapo, 1981). During agitation, H S levels
can soar within seconds from the usual ambient levels of
less than 5 ppm to lethal levels of over soo ppm (Donham
et al., 1982b; Donham et al., 1988). Generally, the greater
the agitation, the more rapid and larger amount of H S
released. Animals and workers have died or become
seriously ill in swine 1raP facilities when H S has risen
from agitated manure in pits under the building.
Hydrogen sulfide exposure is most hazardous when the
manure pits are located beneath the houses, but an acutely
toxic environment can result if gases from outside storage
facilities backflow into a building (due to inadequate gas
traps or other design faults) or if a worker enters a confined

storage structure where gases have accumulated.

Antimicrobial Resistance

a highly potent antibiotic, for use

instance, the drug proposed is to

Life-threatening bacteria are
becoming more dangerous and drug
resistant because of imprudent
antibiotic use in humans as well as
animals, yet the federal government
response to protect the efficacy

of these drugs has been limited.

For instance, the Food and Drug
Administration (FDA) is moving

ahead with approval of cefquinome,

in cattle despite strong opposition
from the Centers for Disease Control
and Prevention (CDC), the American
Medical Association, and FDA's own
advisory board. Health experts are
concerned about the approval of
drugs from this class of medicines for
animal use because they are one of
the last defenses against many grave

human infections. Moreover, in this

combat a form of cow pneumonia for
which several other treatment agents

are available.



Community Health Effects
and Vulnerable Populations

Communities near 1FAP facilities are subject to air
emissions that, although lower in concentration, may
significantly affect certain segments of the population.
Those most vulnerable—children, the elderly, individuals
with chronic or acute pulmonary or heart disorders—are
at particular risk.

The impact on the health of those living near
1FAP facilities has increasingly been the subject of
epidemiological research. Adverse community health
effects from exposure to IFAP air emissions fall into
two categories: (1) respiratory symptoms, disease, and
impaired function, and (2) neurobehavioral symptoms
and impaired function.

Respiratory Health

Four large epidemiological studies have demonstrated
strong and consistent associations between IFAP air
pollution and asthma. Merchant and colleagues, in a
countywide prospective study of 1,000 Iowa families,
reported a high prevalence of asthma among farm children
living on farms that raise swine (44.1%) and, of those, on
the farms that add antibiotics to feed (55.8%) (Merchant
etal.,, 2005). Most of the children lived on family-owned
1FAP facilities, and many either did chores or were exposed
as bystanders to occupational levels of 1A P air pollution.
Mirabelli and colleagues published two papers
describing a study of 226 North Carolina schools
ranging from 0.2 to 42 miles from the nearest 1FaP
facility (Mirabelli et al., 2006a; Mirabelli et al., 2006b).
Children living within three miles of an 1rap facility had
significantly higher rates of doctor-diagnosed asthma,
used more asthma medication, and had more asthma-
related emergency room visits and /or hospitalizations
than children who lived more than three miles from
an 1FAP facility. Their research also showed that
exposure to livestock odor varied by racial and economic
characteristics, indicating an environmental justice issue
among the state’s swine farms (Mirabelli et al., 2006a).
Sigurdarson and Kline studied children from
kindergarten through fifth grade in two rural Iowa
schools, one located half a mile from an 1raP facility
and the other distant from any large-scale agricultural
operation (Sigurdarson and Kline, 2006). Children in
the school near the facility had a significantly increased
prevalence of doctor-diagnosed asthma, but there was no
difference between the two populations in the severity of
asthma. Potential biases among children living close to
the 1FaP included children who were more likely to live
on a farm (direct IFAP exposure was not assessed) and
who more often lived in houses where parents smoked,
but neither of these confounders explained the increase
in asthma prevalence. The authors noted that physicians
responsible for the medical care of these two groups of
children differed and, therefore, did not rule out physician
bias in asthma diagnosis.

Radon and colleagues conducted a 2002—2004 survey
among all adults (18 to 45) living in four rural German
towns with a high density of 1rap (Radon et al., 2007).
Questionnaire data were available for 6,937 (68%) eligible
adults. Exposure was estimated by collecting data on
odor annoyance and by geocoding data on the number of
1FAP facilities within 1,530 feet of each home. To control
for occupational health effects, the researchers limited
their analyses to adults without private or professional
contact with farming environments. The prevalence
of self-reported asthma symptoms and nasal allergies
increased with self-reported odor annoyance, and the
number of 1rAP facilities was a predictor of self-reported
wheeze and decreased FEVI (forced expiratory volume
in the first second; see definition). Although odor varied
from day to day, the study reported reasonable test-retest
reliability of the question on odor annoyance in the
home environment. Sources of bias in this study include
a somewhat dated (2000) registry of 1FAP facilities and
possible exposure misclassification.

These recent, well-controlled studies are consistent in
finding associations between proximity to 1FaP facilities
and both asthma symptoms and doctor-diagnosed
asthma, although they all use proxies for environmental
exposure to IFAP emissions. Taken together, however,
they provide reason to increase awareness of asthma risks
in communities near IFAP facilities, to better inform
rural doctors of standards for asthma diagnosis and of the
reported association with 1rap facilities, and to pursue
local and state environmental measures to minimize risks

to children and adults living near 1rap facilities.

Neurobehavioral Outcomes

Volatile organic compounds are important components
of the thousands of gases, vapors, and aerosols present in
1FAP facilities. More than 24 odorous chemicals (often
referred to as odorants) have been identified in 1rAP
emissions (Cole et al., 2000). Valeric acids, mercaptans,
and amines are particularly odorous, even in minuscule
concentrations; ammonia and hydrogen sulfide are also
pungently aromatic. Many of these compounds are
known to be toxic to the nervous system in sufficient
concentration. It is thus not surprising that the few
studies that have examined neurobehavioral issues among
residents living near 1A P facilities have documented
increased rates of neurobehavioral symptoms such as
depression.

Schiffman and colleagues studied North Carolina
residents who lived in the vicinity of intensive swine
operations and then compared findings from this group
to matched control subjects who did not live near 1rap
facilities (Schiffman et al., 1995). They found more
negative mood states (e.g., tension, depression, anger,
reduced vigor, fatigue, and confusion) among those living
close to 1rAP facilities. In a study of chronic (non-1FaP or
IFAP) occupational exposures to hydrogen sulfide, Kilburn
found that such exposures might lead to neuropsychiatric
abnormalities, including impaired balance, hearing,

FEV1 (forced expiratory

volume in the first second):

The volume of air that can
be forced out in one second
after taking a deep breath,
an important measure of

pulmonary function.

17






memory, mood, intellectual function, and visual field
performance (Kilburn, 1997).

Reports have documented that there is great variability
among odors from 1FAP facilities, that odorous gases may
be transformed through interactions with other gases and
particulates between the source and the receptor (Peters
and Blackwood, 1977), and that there is variability in
odor persistence (the “persistence factor”), defined as
the relative time that odorous gases remain perceptible
(Summer, 1971). There remains a need to combine
quantitative measures of odors with environmental
measures of a suite of odorants in well-designed,
controlled studies of neurobehavioral symptoms and signs
in community-based studies.

Conclusions

The Commissioners note that the same techniques that
have increased the productivity of animal agriculture
have also contributed to public health concerns associated
with 1rap. These concerns—antimicrobial resistance,
zoonotic disease transfer to humans, and occupational
and community health impacts that stem from the dusts
and gases produced by 1raP facilities—are not unique to
industrial farm animal production or even agriculture.
The industrial economy causes significant ecological
disruption, and that disruption is a major cause of disease.
Microbes have always existed, will continue to exist, and
will learn to adapt faster. It is the size and concentration
of 1raP facilities and their juxtaposition with human
populations that make 1FAP a particular concern.

The Commission recommends that the federal
government and animal agriculture industry address the
causes of these public health concerns, particularly in the
area of antimicrobial resistance, in order to reduce risks
to the general public. The headlines from the fall of 2006
when E. Coli contaminated spinach made its way to the
consumer market are fresh in the public’s mind (cpc,
2006). The Commission’s recommendations in this area
are intended to bring about greater public protection
without imposing an undue burden on the animal
agriculture industry.
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Methicillin (Antibiotic)-
Resistant Staphylococcus
aureus (MRSA)
Staphylococcus aureus is a common
bacterium that causes superficial
infections and occasionally invasive
infections that can be fatal. Strains
of S. aureus that are resistant
to the antibiotic methicillin and
related antibiotics commonly
used to treat it are referred to as
methicillin-resistant Staphylococcus
aureus (MRSA). MRSA and other
staphylococci may be found on
human skin, in the nose (where it can
reside without causing symptoms),
and on objects in the environment,
and can be passed from person to
person through close contact. MRSA
is usually subcategorized as either
hospital-acquired or community-
acquired, not only because of where
the infection was acquired, but also
because different strains of the
bacteria appear to be responsible for
the different types of infections.
MRSA has become the most
frequent cause of skin and soft tissue
infections in patients seeking care
in US emergency rooms (Moran et
al., 2006). It can also cause severe
and sometimes fatal invasive disease
(Zetola et al., 2005). A recent study
from the Centers for Disease Control
and Prevention (CDC), reported in

the Journal of the American Medical

Association (JAMA), showed a rise in
invasive MRSA infections both within
and outside of health care settings
in the United States in 2005. In
particular, the authors noted a rise in
community-acquired invasive MRSA,
although it is still less prevalent than
the hospital-acquired strain (Klevens
et al., 2007). They cite MRSA as

a major emerging public health
problem.

Pigs and some other animals can
also carry staphylococci (including
MRSA) on their bodies (known as
“colonization”). MRSA colonization
in pigs was first studied in the
Netherlands, where it was found
that pig farmers were 760 times
more likely to be colonized with
MRSA than people in the general
population (Voss et al., 2005). In
addition, the study documented
transmission of MRSA between
pigs, pig farmers, and their families
(Huijsdens et al., 2006; Voss et al.,
2005). A separate study in the journal
Veterinary Microbiology looked
at the prevalence of MRSA in pigs
and pig farmers in Ontario, Canada
(Khanna et al., 2007). This study
found that MRSA is common in pigs
on farms in Ontario: it was present
in 24.9% of all pigs sampled and in
20% of the farmers (the prevalence
in the study was 45%). In addition,

there was a significant correlation

between the presence of MRSA in
pigs and humans on farms (Khanna et
al., 2007). The strains found in both
pigs and farmers in Ontario were
mainly of a type that has been found
in pigs in Europe, as well as a strain
commonly found in US health care
facilities.

S. aureus has also been isolated,
at varying levels, from meat in Egypt
(Bakr et al., 2004), Switzerland
(Schraft et al., 1992), and Japan (Kitai
et al., 2005). Analysis of the strains
of bacteria isolated from these meat
products suggested that they were
of human origin, probably due to
contamination during processing. A
recent study from the Netherlands,
however, found low levels of MRSA
strains in meat that were probably
of animal (farm) origin (van Loo
et al., 2007). Proper cooking of the
meat kills the bacteria, but there is
a risk of transmission to workers in
processing plants and to consumers
before the meat is cooked.

The growing importance of
MRSA as a public health problem in
the United States and elsewhere,
as well as the growing body of
evidence suggesting transmission
between farm animals and humans
and among humans, makes it
particularly relevant to the discussion
of antimicrobial use in food animals
(Witte et al., 2007).

21



Environmental Risks




Industrial farm animal production (1FAP) stands in sharp contrast to previous
animal farming methods because of its emphasis on production efficiency and

cost minimization. For most of the past 10,000 years, agricultural practice and

animal husbandry were more or less sustainable, as measured by the balance

between agricultural inputs and outputs and ecosystem health, given the

human population and rate of consumption. 1EAP systems, on the other hand,

have shifted to a focus on growing animals as units of protein production.

Rather than balancing the natural productivity of the land to produce crops

to feed animals, 1FAP imports feed and medicines to ensure that the animals

make it to market weight in the shortest time possible. Animals and their

waste are concentrated and may well exceed the capacity of the land to

produce feed or absorb the waste. Not surprisingly, the rapid ascendance of

1FAP has produced unintended and often unanticipated environmental and

public health concerns.

Storage and disposal of manure and animal waste are
among the most significant challenges for 1FAP operators.
By any estimate, the amount of farm animal waste
produced annually in the United States is enormous;

the United States Department of Agriculture (Uspa)
estimates around 500 million tons of manure are
produced annually by operations that confine livestock
and poultry—three times the EpA estimate of 150 million
tons of human sanitary waste produced annually in the
US (era, 2007b). And in comparison to the lesser amount
of human waste, the management and disposal of animal
wastes are poorly regulated.

Until the late 1950s, manures typically were either
deposited directly by animals on pastures or processed in
solid form and collected along with bedding (usually hay
or straw) from animal housing facilities for application
to the land as a crop nutrient. There were no regulated
rates of application, seasonal restrictions, or requirements
for the reporting, analysis, or monitoring of applied
manures. This lack of protection may have been without
consequence before IFAP because animal farmers managed
fewer animals, widely dispersed among agricultural
lands, and relied on natural ecosystems for attenuating
pathogens and absorbing or diluting nutrients. But as the
number of animals on individual farms increased, the
need for more efficient and regulated methods of manure
management grew in importance.

As in large human settlements, improper management
of the highly concentrated feces produced by 1rap
facilities can and does overwhelm natural cleansing
processes. Because of the large concentrations of animals

and their manure, what was once a valuable byproduct
is now a waste that requires proper disposal. As a resul,
animal feeding operations in the United States, whether
IFAP or not, now use a number of manure management
strategies depending on the type of operation and state
and federal regulations.

Nutrient and Chemical Contaminants
in the Water

Ground application of untreated manure is a common
disposal method and a relatively inexpensive alternative
to chemical fertilizers because nitrogen and phosphorus,
essential nutrients for plant growth, are present in high
concentrations in animal waste. Ground application of
IFAP waste can exceed the ecological capacity of the land
to absorb all the nutrients (Arbuckle and Downing, 2001).
Application of untreated animal waste on cropland can
contribute to excessive nutrient loading, contaminate
surface waters, and stimulate bacteria and algal
growth and subsequent reductions in dissolved oxygen
concentrations in surface waters (Rabalais et al., 1996).
Nutrient load in water supplies is commonly assessed
by biochemical oxygen demand (Bop), a measure
of organic and inorganic substances subject to acrobic
microbial metabolism. Very high Bop levels indicate
significant waterborne contamination and difficulties

for aquatic life. Highly concentrated manure, such

as swine waste slurries, exhibit a BoD of 20,000 ’
t0 30,000 mg per liter (Webb and Archer, 1994), which ‘
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is about 75 times more concentrated than raw human
sewage and more than 500 times more concentrated than
the treated effluent from the average municipal wastewater
treatment facility. Algal blooms, a common response to
the high nutrient loads in agricultural runoff, rapidly
deplete oxygen as the algae die and decompose acrobically.

Agricultural runoff laden with chemicals (synthetic
fertilizers and pesticides) and nutrients is suspected as
a major culprit responsible for many “dead zones” in
both inland and marine waters, affecting an estimated
173,000 miles of US waterways (Cook, 1998). Animal
farming is also estimated to account for 55% of soil and
sediment erosion, and more than 30% of the nitrogen
and phosphorus loading in the nation’s drinking water
resources (Steinfeld et al., 2006).

1FAP facilities in high-risk areas such as floodplains
are particularly vulnerable to extreme weather events that
increase the risk, and quantity, of runoff. Flood events
overwhelm the storage capacity of 1FAP liquid manure
lagoons and cause catastrophic contamination that results
in very large fish kills.

Beyond nitrogen and phosphorus, waterborne
chemical contaminants associated with 1rap facilities
include pesticides, heavy metals, and antibiotics and
hormones. Pesticides control insect infestations and fungal
growth. Heavy metals, especially zinc and copper, are
added as micronutrients to the animal diet. Antibiotics
are used not only to prevent and treat bacterial infections
for animals held in close quarters, but also as growth
promoters. Pharmaceuticals, such as tylosin, a macrolide
antibiotic widely used for therapeutics (disease treatment)
and growth promotion in swine, beef cattle, and poultry,
decays rapidly in the environment but persists in surface
waters of agricultural watersheds (Song et al., 2007).

Nitrate is another important drinking water
contaminant, regulated under Epa’s Safe Drinking
Water Act. Its effects on humans include diseases such as
hyperthyroidism (Seffner, 1995; Tajtakova et al., 2006)
and insulin-dependent diabetes (Kostraba et al., 1992),
as well as increased risk of adverse reproductive outcomes
and neurodevelopmental defects (Arbuckle et al., 1988;
Burkholder et al., 2007). The US Epa sets allowable limits
for nitrate of 10 mg/l in public drinking water supplies
and requires tertiary treatment or amendment with
groundwater before distribution (Epa, 2006).

The presence of agricultural chemicals in surface
waters contributes to the growth of cyanobacteria and
other microorganisms that may be especially harmful to
people with depressed or immature immune systems
(Rao et al., 1995; Shi et al., 2004).

It is also recognized that ammonia emissions from
livestock contribute significantly to the eutrophication
and acidification of soils and waters. Eutrophication
is an excessive richness of nutrients in a body of water,
mostly nitrates and phosphates from erosion and runoff of
surrounding lands, that causes a dense growth of plant life
and the death of animal life due to lack of oxygen. Some
level of eutrophication occurs naturally, but this process
can be accelerated by human activities. Acidification can
put stress on species diversity in the natural environment.
Reduction of ammonia emissions from CAFOs requires
covering of manure storage tanks and reservoirs and the
direct injection of controlled quantities of manure slurry
into soil only during the growing season. Land application
of manure during winter months or rainy weather leads to
significant runoff into surface waters.

Legislating Animal Waste
Management: North Carolina
As the numbers of large industrial
livestock and poultry farms increase
across the country, so do concerns
about animal waste disposal and
its effects on public health and
the environment. To address these
concerns, several state and local
lawmakers have passed or proposed
laws aimed directly at concentrated
animal feeding operations (CAFOs)
in hopes of protecting local waters
and limiting the risks of pollution.
Lawmakers in North Carolina,
the nation’s second-largest hog
producer—producing almost 10
million swine a year—struggled
for years to pass legislation that
would help reduce the water and air
pollution caused by IFAP operations.
Most of the state’s hog farmers are
concentrated in a few counties in the

coastal plain region; accord