
HOUSE TAXATION COMMITTEE 

46th L e g i s l a t u r e  

The committee was c a l l e d  t o  o rde r  on A p r i l  6 ,  1979, a t  8r30 a.m.., i n  room 
434, C a p i t o l  Bui ld ing ,  Helena, by Chairman Herb Huennekens, A l l  members a t -  
tended t h e  hea r ing  except  Rep. Fagg who was absen t ,  Randy McDonald, S t a f f  
Attorney was p re sen t .  

Sena te  b i l l s  67, 174, 463, 248, and Senate J o i n t  Resolu t ion  were t o  be  heard.  

Senator  Kolstad,  Sena te  D i s t r i c t  #5, Ches te r ,  explained SB 463 e s t a b l i s h e s  t h e  
upper l i m i t  each county must pay f o r  d i s t r i c t  c o u r t  cos t s .  It r e q u i r e s  each 
county t o  pay up t o  3  112 m i l l s  f o r  t h e i r  d i s t r i c t  c o u r t  c o s t s ;  w i l l  e s t a b l i s h  
a  grant-in-need program f o r  d i s t r i c t  c o u r t s  f o r  smal l  coun t i e s  t h a t  experience 
major cou r t  cos t s .  S t i l l w a t e r  County w i l l  exceed t h e i r  $40,000 d i s t r i c t  cou r t  
budget on one case ,  t h e  Cox case .  The f i r s t  3  1 / 2  m i l l s  of t h e i r  d i s t r i c t  
cou r t  c o s t s  would be paid by t h e  coun t i e s ,  and t h e  remaining c o s t  would be 

paid by the  s t a t e .  The money would be used f o r  cou r t  c o s t s  
SENATE BILL only ,  n o t  cons t ruc t ion  of bu i ld ings .  This  would prec lude  

c o u n t i e s  from going broke should they have o the r  b i g  cases .  
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Dean Zinnecker,  D i r ec to r  of t h e  Montana Assoc ia t ion  of 
Count ies ,  commented t h e  d i s t r i c t  cou r t  is  t h e  major t r i a l  c o u r t  i n  t h e  S t a t e  
of Montana. It i s  a s t a t e  c o u r t ,  b u t  i t  i s  pa id  f o r  by the  county. The s ta te  
pays t h e  d i s t r i c t  judges'  c o s t s ,  and over t h e  judges'  c o s t s  any a d d i t i o n a l  are 
paid f o r  by t h e  county. A t  3 1 / 2  m i l l s  i t  w i l l  c o s t  t h e  s tate $.5 m i l l i o n  
based on t h e  1977 cou r t  budgets.  The Rosebud t r i a l  would have c o s t  $48 pe r  
c a p i t a ,  up from $9. There a r e  tremendous i n e q u i t i e s  i n  coun t i e s  when t h e  
county i s  r equ i r ed  t o  pay. Something must be  done t o  p r o t e c t  c o u n t i e s  from 
t h e s e  major c o s t s .  

There were no opponents. 

Senator  Kolstad c losed  say ing  he hoped the  committee w i l l  t ake  f avo rab l e  a c t i o n .  

Rep. Dassinger  asked how t h e  3 1 / 2  m i l l  f i g u r e  was a r r i v e d  at. Senator  Kolstad 
s a i d  they s t a r t e d  w i th  2 m i l l s  and decided t o  r a i s e  it .  

Rep. Underdal mentioned t h e  McKenzie t r i a l  c o s t s  have been an extremely expen- 
s i v e  t h ing  i n  Pondera County and t h i s  b i l l  w i l l  p rec lude  any such burden i n  
any o t h e r  county i n  any one year .  

Senator  John Manley, D i s t r i c t  #14, Drummond, sponsor of SB 67,  s a i d  t h i s  b i l l  
i s  c a l l e d  t h e  Sp r ink l e r  B i l l ,  bu t  they are t r y i n g  t o  change t h e  terminology 
t o  " I r r i g a t i o n  B i l l "  bu t  seem t o  be  s tuck  wi th  Sp r ink l e r  B i l l  nomenclature. 
There i s  a  l o t  of i n t e r e s t  i n  t h i s  b i l l  most ly  by t h e  people  who a r e  changing 
from f lood  i r r i g a t i o n  and p u t t i n g  new ground i n t o  s p r i n k l e r  i r r i g a t i o n ,  Taxes 
on t h e  equipment should be  r e a l i z e d  through r e c l a s s i f i c a t i o n  of t h e  land.  

The Department of Revenue i s  r eapp ra i s ing  t h e  ground and then a l s o  t ax ing  t h e  
i r r i g a t i o n  f a c i l i t y  i n  which any d i t c h e s  o r  o t h e r  o ld - s ty l e  ways of i r r i g a t i o n  
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were exempt, When the  Department of Revenue see? any technology being used 
they jump on t h e  band wagon and t a x  s p r i n k l e r s  and a l s o  the  land,  This  was 
introduced t o  r e c t i f y  t h a t ,  

SENATE BILL Les Loble,  r ep re sen t ing  a  group of farmers  and ranchers  from 
t h e  Drumond a r e a  a s  f a r  e a s t  a s  Rosebud County, advised t h e  

6 7 Department of Revenue i n s t r u c t e d  t h e i r  a s se s so r s  t o  a s s e s s  
equipment connected wi th  s p r i n k l e r  i r r i g a t i o n .  They do n o t  

a s s e s s  equipment f o r  f lood  i r r i g a t i o n .  Severa l  l awsu i t s  were s t a r t e d  and one 
was t r i e d  i n  Deer Lodge, won, and then i t  was reversed.  

The s e n a t e  committee s t r u c k  a l l  t h e  b i l l  a f t e r  t h e  enac t ing  c lause  and rewrote 
i t  t o  be s u r e  t h a t  paragraph 1 was reenacted.  It is  j u s t  t h e  same b i l l  a s  i t  
was p u t  i n t o  t h e  sena te .  Other proper ty  of l i k e  cha rac t e r  s h a l l  be taxed t h e  
same. Page 2 ,  l i n e  1, underground water d i s t r i b u t i o n  l i n e s  makes s u r e  t h a t  
t he  p re sen t  t a x  exemption on f lood  i r r i g a t i o n  remains t h e  same. 

Line 25 ' i n s t a l l e d  o r  used on a  ranch '  wording is  used s o  t h a t  s p r i n k l e r  
equipment does not  escape the  inventory  tax .  Only when i t  i s  i n s t a l l e d  i n  
the  ground does i t  f a l l  i n t o  t h a t  category.  There a r e  some a s ses so r s  who 
s t i l l  do no t  t a x  s p r i n k l e r s  because t h e i r  a s s e s s o r s  d id  not  a s s e s s  t h e s e  
p r o p e r t i e s .  This  would not  be t ak ing  money away from t h e  count ies  a s  t a x  
base. Think how much more t h e  county makes when a progress ive  farmer o r  
rancher  goes t o  a  s p r i n k l e r  system. The b e s t  comparison is summer f a l low 
when i t  is  n o t  i r r i g a t e d .  The Crop and Livestock Reporting Serv ice  says  
about 30 bushe ls  of wheat per  a c r e  i s  average on summerfallow and then i t  
would go up. The d i f f e r e n c e  i n  t h e  va lue  of a  t r a c t  i f  i t  goes from dryland 
t o  summerfallow i s  from $101 f o r  a  40-acre t r a c t  t o  $297 per  acre .  A l f a l f a  
dryland was assessed  and taxed on a  1-ton per  ac re  b a s i s  and t h e  tax would be 
based on $45 per  a c r e ,  i f  a  s p r i n k l e r  i s  added t h e  t a x  would be $200 f o r  a 
40-acre t r a c t  . 
The man with t h e  s p r i n k l e r  system no t  only pays t h a t ,  bu t  on the  s p r i n k l e r  
system bes ides .  Most farmers  and ranchers  who use  s p r i n k l e r s  a r e  g e n e r a l l y  
t h e  p rog res s ive ,  e n e r g e t i c  farmers .  The con t r ibu t ion  of such a  ranch i n  t h e  
l o c a l  community went way up. One such ranch  employed bes ides  t h e  owner, s i x  
fu l l - t ime  men and a  crew of 30 dur ing  ha rves t .  They provide a  g r e a t  many more 
dollars besides t h e  tax .  Many o t h e r  count ies  r e p o r t  such b e n e f i t s  brought 
about by s p r i n k l e r  i r r i g a t i o n .  He hopes f o r  a  DO CONCUR committee r e p o r t .  

Ter ry  Murphy, r e g i s t e r e d  l o b b y i s t ,  Montana Farm Bureau, and WIFE o rgan iza t ions ,  
f e e l s  t h a t  i t  i s  a very  important b i l l .  There a r e  m i l l i o n s  of a c r e s  of land 
i n  Montana of dryland and bench lands which a r e  now producing only low-grade 
pas tu re  which could be b e t t e r  producers.  We should g e t  our water pu t  t o  b e t t e r  
u se  be fo re  we l o s e  i t .  Should be encouraging t h e  r ap id  growth of t h a t  type 
of farming and not  t a x  i t  when o t h e r  types a r e  not  taxed. 

Mons Teigen, Montana Stockgrowers and Woolgrowers Associat ion,  and Montana 
Taxpayers Assoc ia t ion ,  suppor ts  SB 67, as i n  t he  Senate and as he d id  two 
years  ago, and he hopes t h a t  t h i s  time it  r ece ives  a  Do Pass  by t h i s  committee. 

M r .  B igge r s t a f f ,  Montana Conservation D i s t r i c t s ,  s a i d  water is one of t he  most 
important  i s s u e s .  E f f i c i e n t  u s e  of t h a t  water i s  one of t he  most important 
t h ings .  There a r e  a  l o t  of b e n e f i t s  - doesn ' t  t h i n k  we should have a t a x  on 
s p r i n k l e r s  t h a t  pena l i ze  people who a r e  t r y i n g  t o  do a  good job. 
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A l i c e  F r y s l i e ,  Montana cattle man!^ A s s o c i a t i o n ,  suppor ted  t h i s  p r o p o s a l  i n  t h e  
p a s t  and do s o  now, 

P e t e  Jackson ,  r e g i s t e r e d  l o b b y i s t ,  s t a t e d  f a r m e r s  have t aken  t h e  same m o u n t  
of w a t e r  and doubled t h e i r  acreage.. Then t h e  a s s e s s o r  reassessed. ,  Farmers 
and r a n c h e r s  a r e  improving t h e s e  l a n d s  and making r e s o u r c e s  much more v a l u a b l e  
by u s i n g  t h i s  k ind  of i r r i g a t i o n  which r e q u i r e s  a heavy f i n a n c i a l  investment .  
He s u p p o r t s  t h i s  b i l l .  

Ross D .  Peace,  F a i r f i e l d ,  ( t h e r e  were a  g r e a t  many p e o p l e  i n  from F a i r f i e l d )  
concurs  w i t h  what t h e  p roponen ts  have t a l k e d  abou t  i n  t h i s  measure.  It i s  
n o t  o n l y  t h e  c o s t  of t h e  equipment t h a t  goes  i n  w i t h  s p r i n k l e r s ,  i t  t a k e s  
more farm machinery which means a  b e t t e r  economy i n  t h e  a r e a  where t h e y  are 
used.  We a r e  a l l  v e r y  much a g a i n s t  t h i s  s o - c a l l e d  double  t a x a t i o n .  The l and  
is  r e c l a s s i f i e d  t o  a h i g h e r  v a l u e  f o r  t a x a t i o n  purposes  and t h a t  i s  a d o u b l e  
t a x  and h e  d o e s n ' t  t h i n k  we should have t o  pay t h e  t a x  on t h e  s p r i n k l e r s  them- 
s e l v e s .  S p r i n k l e r s  h e l p  c o n t r o l  sediment from going i n t o  t h e  s t reams;  u s e  
h a l f  as much w a t e r  on t h e  l and  h e  does  have.  A f t e r  a l l ,  w e  a r e  a f t e r  w a t e r  
conservancy.  Need t h i s  b i l l  t o  p r e v e n t  double  t a x a t i o n .  See h i s  t e s t imony  
a t t a c h e d .  

Robert  A. E l l i s ,  Helena f a r m e r ,  Helena V a l l e y  I r r i g a t i o n  D i s t r i c t  and f o r  t h e  
280,000 i r r i g a t e d  r a n c h e s  t h a t  t h e  f e d e r a l  government h a s  c o n s t r u c t e d  i n  t h e  
S t a t e  of Montana, s a i d  t h e  supreme c o u r t  d e c i s i o n  d i d  n o t  a l l u d e  t o  t h e  t axa-  
t i o n  of t h e  s p r i n k l e r s ,  i t  was t o  t h e  p o i n t  t h a t  t h e  l e g i s l a t u r e  d i d  n o t  have 
t h e  r i g h t  t o  exempt o t h e r  t y p e s  of i r r i g a t i o n .  It covered t h e  added machinery.  
T h i s  i s  a l s o  an  i n c r e a s e  i n  t a x a t i o n .  

Tom A s a r f ,  F o r s y t h ,  s a i d  t h e r e  a r e  a c t u a l l y  two c l a s s e s  of land t h a t  a r e  
a f f e c t e d  by s p r i n k l e r  i r r i g a t i o n .  The o l d  l and  where b e t t e r  u s e  of wa te r  is  
made, and t h e  h i g h e r  l and  t h a t  h a s  n o t  been i r r i g a t e d  b e f o r e .  No o t h e r  way 
can t h a t  l a n d  be  i r r i g a t e d  o t h e r  t h a n  th rough  s p r i n k l e r s .  T h i s  makes f o r  
double  t a x a t i o n  and a r e  d i s c o u r a g i n g  p r o g r e s s i v e  u s e  of water .  H e  h e a r t i l y  
e n d o r s e s  t h i s  b i l l  and a s k s  your  f a v o r a b l e  c o n s i d e r a t i o n .  

S t e v e  McDonnell, A g r i c u l t u r a l  P r e s e r v a t i o n  A s s o c i a t i o n ,  Three Forks ,  MT, 
s a i d  t h e  i n c r e a s e d  c o s t  of food today t o  the  consumers i s  a major  concern t o  
a lmos t  everybody i n c l u d i n g  farm peop le ,  and they  know food c o s t s  are i n c r e a s -  
i n g .  Adding a c o s t  t o  food on ly  s t i f l e s  o t h e r  p roduc t ion .  There  i s  a  v e r y  
narrow margin - sometimes an  e x t r a  c o s t  d e t e r s  t h e  complet ion of a p r o j e c t  
which would go on t o  p r o v i d e  more food ,  n o t  o n l y  f o r  our  n a t i o n ,  b u t  f o r  t h e  
world.  See h i s  t e s t imony  a t t a c h e d .  

Deon Hager,  F a i r f i e l d ,  s a i d  t h o s e  who have never  f l o o d  i r r i g a t e d  b e f o r e ,  and 
t h o s e  who have both  f l o o d  and s p r i n k l e r s  f i n d  f l o o d  i r r i g a t i o n  t a k e s  3 f e e t  
of w a t e r ,  and 1 114 f o o t  f o r  s p r i n k l e r  i r r i g a t i o n .  They a r e  faced  w i t h  a 
s h o r t a g e  of w a t e r  i n  t h e i r  a r e a .  Flood i r r i g a t i o n  makes f o r  s a l i n e  seep .  
From h i s  own knowledge, and from t h o s e  who a r e  i n  under i r r i g a t i o n ,  and t h o s e  
who i r r i g a t e ,  by going from f l o o d  t o  s p r i n k l e r ,  most peop le  do i n c r e a s e  
p r o d u c t i o n  p e r  a c r e  from 10 t o  20%. Going from d r y l a n d  t o  a  s p r i n k l e r  sys tem 
i n c r e a s e s  p roduc t ion  from15-40 b u s h e l s  p e r  a c r e .  
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Donatus A, Kronebusch, Pondera County Canal and R e s e r v o i r  Co,, and h i m s e l f ,  
Conrad, s u p p o r t s  SB 67.. See t es t imony  a t t a c h e d ,  

Rep. Underdal  was asked by Don C r i d e r ,  Conrad, t o  s t a t e  t h a t  h e  i s  i n  f a v o r  
of t h e  b i l l .  H e  is  q u i t e  e x t e n s i v e l y  engaged i n  s p r i n k l e r  i r r i g a t i o n  and is 
opposed t o  have ing  t o  pay tax on s p r i n k l e r  equipment,  

Dick Flickema, H i g h l i n e  Company, i s  i n  t h e  p r o c e s s  of deve lop ing  about  300 
a c r e s  t o  i r r i g a t i o n .  Have two i r r i g a t i o n  p e r m i t s  which have been approved. 
The inves tment  f o r  s p r i n k l e r  sys tems  and t h e  p i p e  i s  l a r g e ,  and i f  t h i s  b i l l  
is passed ,  cou ld  go on. A t  t h e  p r e s e n t  t ime  t h e y  have t o  make t h e  d e c i s i o n  
of whether  t o  r e t u r n  t o  summerfallow o r  go t o  s p r i n k l e r  i r r i g a t i o n .  

Don Burnham, Helena v a l l e y ,  s a i d  h e  i s  s p r i n k l i n g  ha1.f and f l o o d i n g  h a l f  h i s  
land.  The inves tment  t o  p u t  i n  a s p r i n k l e r  sys tem i s  $300-400 p e r  a c r e  which 
i s  probably  more than  what most of u s  p a i d  f o r  t h e  ground o r i g i n a l l y .  Elec- 
t r i c i t y  r u n s  f rom $8-10 p e r  a c r e  and you have t o  buy your wa te r .  T h i s  e x t r a  
t a x a t i o n  might be j u s t  t h e  b r e a k i n g  p o i n t  of whether you go t o  t h i s  k ind  of 
system. 

Frank Plynn,  Hidden Hollow Ranch, Townsend, r e p r e s e n t i n g  20 f a r m e r s ,  s u p p o r t s  
SB 67. 

There  were many o t h e r  proponents  of SB 67 i n c l u d i n g  David H. H a s t i n g s ,  whose 
tes t imony i s  a t t a c h e d ,  Wayne K. Plymale,  Townsend, Walter T. M a d i l l ,  Townsend, 
Ed Nelson,  Montana Taxpayers A s s o c i a t i o n ,  Helena,  and a list of p e r s o n s  a t t e n d -  
i n g  t h e  h e a r i n g .  

There  were no opponents .  

Sena tor  Manley c l o s e d  s a y i n g  h e  c o u l d n ' t  add t o o  much t o  what h a s  been s a i d .  
One t h i n g  t h a t  h a s n ' t  been s t r e s s e d  - t h e  f e d e r a l  government passed 208. I 
would s a y  p r o b a b l y  w i t h i n  t h e  n e x t  5-6 y e a r s ,  a l l  over  t h e  U.S. f l o o d  i r r i g a -  
t i o n  w i l l  no  l o n g e r  be  a l lowed.  208 is a w a t e r  q u a l i t y  b i l l  and is  r e a l l y  
something.  It was p u t  o u t  by t h e  env i ronmenta l  peop le  i n  Washington, D.C.  
I am s u r e  a l l  i r r i g a t i o n  w i l l  habe t o  be  done by s p r i n k l e r  - won't a l l o w  wate r  
t o  run  o f f  a fie1.d back i n t o  a s t ream.  T h i s  could  mean a d i f f e r e n c e  between 
a b l e  t o  do i t  and n o t  be ing  a b l e  t o  do i t .  S p r i n k l e r s  u s e  less t h a n  h a l f  t h e  
amount of water as f l o o d .  

It d o e s n ' t  ment ion a t h i n g  of what t h e  s tate and c o u n t i e s  and l o c a l  communities 
g a i n  by someone pu t t i .ng  i n  t h e  development. One man t r e b l e d  h i s  l and  through 
s p r i n k l e r  i r r i g a t i o n  - h e  pays t a x e s  on much more machinery,  on more c a t t l e ,  
on r e c l a s s i f i c a t i o n  of h i s  l and  - maybe pay ing  $5,000 i n t o  t h e  community today  
r a t h e r  t h a n  $500. The f i s c a l  n o t e ,  i f  t h e y  r e a l l y  wanted t o  b e  p r o g r e s s i v e ,  
would have added t o  t h e  v a l u e ,  t h e  communities g a i n  r a t h e r  t h a n  what t a x  b a s e  
they  might  be  l o s i n g .  

Ques t ions  from t h e  committee - 

Rep. Wil l iams asked M r .  Loble:  Is i t  n o t  t r u e  t h a t  under a law passed i n  1975 
and amended i n  1 9 7 7  f o r  t h e  f i r s t  t h r e e  y e a r s  a f t e r  l and  is conver ted  t o  
i r r i g a t i o n ,  t h a t  t h e  t a x a b l e  v a l u e  remains  t h e  same w i t h  e i t h e r  f l o o d  o r  
s p r i n k l e r s ?  M r .  Loble s a i d  Yes. Sena tor  Manley s a i d  i n  most c a s e s  t h i s  is  
n o t  done. The Department of Revenue, u n l e s s  you know about  t h e  a l lowance 
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and f o r c e  them i n t o  a l l o w i n g  i t ,  donyt g i y e  you t h e  t h r e e  y e a r s ,  Rep, Williags 
asked whether  t h e  Department of Revenue is  i g n o r i n g  t h e  law and f a r m e r s  d o n ' t  
know about  i t?  I n  HB 213, s p r i n k l e r  i r r i g a t i o n  equipment i s  b e i n g  taxed a t  
a  15% r e d u c t i o n  and a t  t h e  same t i m e  have seduced from 1 3  t o  11% c l a s s i f i c a t i o n .  
H e  d o e s n ' t  f e e l  t h a t  h a s  a tendency t o  reduce  t a x a t i o n  on s m a l l  farm equipment. 

Sena tor  Manley t h i n k s  r e d u c i n g  t h e  s p r i n k l e r  t a x a t i o n  wouldn ' t  be  s u f f i c i e n t  
t o  a l l o w  development,  

Rep. Vinger asked Sena tor  Manley i f  under f l o o d  does  t h a t  exempt pumps. No. 

Rep. Dass inger  asked M r .  Loble  whether t h e  equipment used f o r  f l o o d  i r r i g a t i o n  
i s  exempt. The p i p e  under t h e  ground - s t u f f  t h a t  i s  f i x e d  t o  t h e  l and  - is  
n o t  t axed .  

T e r r y  Murphy brought  o u t  t h e  f a c t  t h a t  t h e  l e s s e n i n g  of t h e  t a x  would be 
i n c e n t i v e  t o  p r o v i d e  f o r  more i r r i g a t i o n .  What i s  t h e  c o s t  r a t i o  of a c t u a l  
c o s t  of f l o o d  i r r i g a t i o n  and t h e  t a x  t h a t  is  invo lved  i- $300-400 p e r  acre 
t o  p r o v i d e  f o r  s p r i n k l e r  i r r i g a t i o n  - how much would t a x e s  be - what is  t h e  
r a t i o ?  

M r .  Burnham pu t  i n  a  s p r i n k l e r  sys tem 6-7 y e a r s  ago because of e r o s i o n .  H e  
h a s  t o  pay f o r  t h e  w a t e r  whether  i t  i s  used o r  n o t .  Cost a t  t h a t  t ime  was 
$300 p e r  a c r e  f o r  c o s t  of s p r i n k l e r  above t h e  ground - f o r  t h e  whole works. 
That  sys tem covered 320 a c r e s  and t h e  t a x e s  on t h a t  same system was j u s t  
under $1,000 p e r  y e a r .  Has $10 p e r  a c r e  e l e c t r i c i t y  and a lmost  $6 p e r  a c r e  
f o r  w a t e r ,  p l u s  c o s t  of a  man. Have a lmost  doubled p roduc t ion  on t h e  ground 
and a l l e v i a t e d  s o i l  e r o s i o n  problems t h a t  were k i l l i n g  them. A t  t h e  t i m e  of 
p u t t i n g  t h a t  i n  i t  c o s t  l e s s  t h a n  t h e  $400 p e r  a c r e  i t  would c o s t  now. 
Buried l i n e  is n o t  t a x a b l e  - t h e y  on ly  t a x  what i s  above t h e  ground. 

Rep. Huennekens asked M r .  Loble  i f  he  had t h e  i n c r e a s e  i n  revenue  f i g u r e s  
s i n c e  h e  had l i s t e d  c o s t s ,  e t c .  on a  sample farm. He d i d n ' t  have. 

S e n a t o r  Manley s a i d  t h e  t a x e s  on one farm were r a i s e d  from $2.52 t o  $23.32 p e r  
a c r e .  

Rep. Huennekens s a i d  t h e r e  has been a tremendous i n c r e a s e  i n  t h e  u s e  of 
s p r i n k l e r i r r i g a t i o n  d e s p i t e  n o t  t a k i n g  advantage of t h e  p r e s e n t  t a x  advantage.  
There  w i l l  be an even g r e a t e r  i n c r e a s e  c o n s i d e r i n g  t h a t  one problem i s  t h e  
oversupp ly  of s m a l l  g r a i n s .  What happens i f  p r o d u c t i o n  is i n c r e a s e d  - what 
w i l l  happen t o  p r i c e s ?  Sena tor  Manley s a i d  we d o n ' t  have an  oversupp ly  of 
beef today.  I f  g r a i n  is  n o t  p r o f i t a b l e ,  f a r m e r s  w i l l  change and p u t  t h e  l a n d  
i n t o  o t h e r  p roduc t ion .  

Rep. R e i c h e r t  asked how a r e  ne ighbor ing  s t a t e  sys tems taxed?  She was t o l d  
t h e y  a r e  exempt - c a t t l e  a r e  exempt a l s o .  

Mr. Kronebusch commented t h a t  p u t t i n g  on wate r  i s  n o t  making an  oversupp ly  of 
food p r o d u c t s .  There  i s  a  l o t  of l and  t h a t  is u n p r o f i t a b l e  w i t h o u t  i r r i g a t i o n .  
Can make a l i t t l e  p r o f i t  by u s i n g  systems which g e t  away from s a l i n e  seep  
problems. G e t t i n g  away from f l o o d i n g  and going t o  con t inuous  c ropp ing ,  it 
is n e c e s s a r y  t o  go t o  s p r i n k l e r  sys tems.  
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Rep. Huennekens remarked t h a t  beef p r i c e s  a r e  c y c l i c a l  and p r e t t y  o b v i o u s l y  
t h e  more w e  produce,  t h e  lower p r i c e s  w i l l  become. Can on ly  produce as many 
b e e t s  a s  can b e  handled by t h e  company. 

Rep. S i v e r t s e n  reminded t h a t  t h e  problem is  t h a t  t o  t h e  advan tage  of t h e  
American peop le ,  t h e  a g r i c u l t u r a l  peop le  have con t inued  t o  p r o v i d e  food a t  
t h e  l e a s t  c o s t  of anywhere. Depress ion i n  t h e  c a t t l e  market  was n o t  j u s t  
caused by a n  oversupp ly  of beef b u t  because  of government i n t e r f e r e n c e .  The 
same is  happening i n  g r a i n  today.  Can ' t  g e t  r i d  of t h e  g r a i n  because  of 
t r a n s p o r t a t i o n  and government i n t e r f e r e n c e .  I f  we a r e  going t o  keep t h e s e  
fa rms  and make them pay, we have g o t  t o  c o n t i n u e  t o  i n c r e a s e  p r o d u c t i o n  and 
make them p r o f i t a b l e .  We a r e  n o t  w i l l i n g  t o  p r o v i d e  a  l i t t l e  b i t  of p r o t e c -  
t i o n  t o  h e l p  s a v e  t h e s e  fa rmers .  C a n ' t  make them pay s o  t h a t  i s  why we have 
a l i e n  owner s h i p  and c o r p o r a t i o n  farming.  

Rep. Fabrega asked S e n a t o r  Manley about  a  t a x p a y e r ' s  v a l u a t i o n  going from $2 
t o  $23 p e r  a c r e .  S e n a t o r  Manley answered t h a t  i f  a  n o n - i r r i g a t e d  farmland 
was c l a s s i f i e d  a t  4A, t h e  a s s e s s e d  v a l u e  o f  a n  a c r e  would b e  $6.94 and i f  
wi ld  hay l a n d  were p u t  under  a  s p r i n k l e r  and p u t  up 3 t o n s  t o  t h e  a c r e ,  which 
would be p r e t t y  good f o r  a  wi ld  hayland,  i t  would be  a s s e s s e d  a t  $67.60 p e r  
a c r e  s o  you pay q u i t e  a jump by i n s t a l l a t i o n .  I f  you d o n ' t  make more money, 
you c o u l d n ' t  do t h i s .  Rep. Fabrega - i t  i n c r e a s e s  t h e  v a l u a t i o n  by a b o u t 1 Q  t hes ,  
There  a r e  t a x  i n e q u i t i e s  i n  t h e  p r e s e n t  t a x a t i o n  system. I n  C a l i f o r n i a  every-  
t h i n g  i s  b u r i e d  and t h a t  would b e  exempt i n  Montana. 

Rep, R e i c h e r t  asked M r .  Peace i f  you have a  s m a l l  farm and work o f f  t h e  farm, 
when you f i g u r e  t h e  c o s t  of t h e  e n t i r e  o p e r a t i o n  is  i t  worthwhi le?  M r .  Peace 
t o l d  h e r  f i g u r i n g  on t h e  e n t i r e  o p e r a t i o n ,  i n t e r e s t ,  t a x e s ,  e t c . ,  i t  c o s t s  
abou t  $186 per  a c r e ;  c r o p s  produced b r i n g  i n  about  $207 p e r  a c r e ,  and t h a t  
l e a v e s  $21, If he d i d n ' t  have an  off-farm job ,  h e  wouldn ' t  have much income 
t a x  t o  pay on t h a t  amount. He produces  94 b u s h e l s  of b a r l e y  and hay a t  5 
t o n s  p e r  a c r e .  With t h e  c o s t s  today,  t h e r e  is no way we can make i t  pay and 
r e d u c t i o n  of t a x e s  would h e l p .  

Rep. H i r s c h  s a i d  machinery needs  a r e  i n c r e a s e d ,  and p r o p e r t y  t a x e s  a r e  p a i d  on 
them. I f  you t a k e  j u s t  d r y l a n d  p r a i r i e ,  you i n c r e a s e  t h e  c a r r y i n g  c a p a c i t y  
from one cow t o  two cows p e r  a c r e .  When you go t o  an  o p e r a t i o n  l i k e  t h a t ,  
t h e  advan tages  t o  t h e  county a r e  j u s t  overwhelming from t h e  l i v e s t o c k  a s p e c t .  

Rep. Dass inger  t h i n k s  i f  s p r i n k l e r s  a r e  exempt, should  exempt f l o o d  equipment 
a l s o .  Sena tor  Manley s a i d  SB 67 o n l y  a t t e m p t s  t o  reduce  t a x a t i o n  on t h o s e  
t h a t  a r e  a f f i x e d  t o  t h e  l a n d .  Rep. Dass inger  r e p r e s e n t s  one county t h a t  i s  
i n d u s t r i a l  and t h e  o t h e r  i s  farm o r i e n t e d .  One county t h a t  is  mos t ly  farm 
h a s  problems because  of l a c k  of t a x  base .  What t a x  should be  used t o  r a i s e  
more money? Sena tor  Manley t h i n k s  t h e  e x t r a  p roduc t ion  from t h i s  ground would 
be a  p l u s  r a t h e r  t h a n  a  minus f i g u r e .  I n  many c o u n t i e s  t h i s  h a s n ' t  been 
a s s e s s e d  and taxed.  

Rep. Underdal s a i d  t u r n i n g  good d r y l a n d  farm land  i n t o  i r r i g a t e d  l a n d ,  what 
i s  t h e  d i f f e r e n c e  i n  t a x e s  when a  s p r i n k l e r  sys tem i s  i n s t a l l e d ?  How d o e s  i t  
compare w i t h  t h e  d ry land  t a x e s  and i r r i g a t e d  t a x e s ?  Senator  Manley s a i d  i t  
makes f o r  a  h i g h e r  assessment  on t h e  l and  and from h i g h e r  p roduc t ion .  Rep. 
Underdal s a i d  t h e  d i f f e r e n c e  between c l a s s i f i c a t i o n  of good d r y l a n d  could  
b a s i c a l l y  s t a y  p r e t t y  c l o s e  t o  t h e  same, and your l and  would s t i l l  pay a s  much 
t a x e s  a s  by n o t  t a x i n g  t h e  system. Sena tor  Manley s a i d  i t  would pay a s  much 
o r  more. Have t o  watch t h a t  c o u n t i e s  do n o t  l o s e  t a x  b a s e  v a l u a t i o n s .  
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Sena tor  Tom Hager, D i s t r i c t  il30, B i l l i n g s ,  sponsor  of SB 174, exp la ined  t h e  
G r e e n b e l t  b i l l  passed s e v e r a l  y e a r s  ago where l a n d  would be taxed on p r o d u c t i o n  
v a l u e  r a t h e r  t h a n  s a l e  v a l u e .  The Department of Revenue w a s  t a x i n g  l and  under  
conf ined  an imal  areas as a g r i c u l t u r a l ,  b u t  are now t a x i n g  i t  under i n d u s t r i a l  
c l a s s i f i c a t i o n .  These a r e a s  a r e  p o u l t r y  fa rms ,  p i g  p a l a c e s ,  d a i r i e s ,  o r  f eed-  
l o t s .  The purpose  of SB 174 i s  t o  s t a t e  t h a t  l and  used t o  r a i s e  an imals  f o r  

food o r  f i b e r ,  would be e l i g i b l e  f o r  c rop land  c l a s s i f i c a t i o n .  
SENATE BILL T h i s  i s  o n l y  f a i r  a s  t h o s e  conf ined  an imal  f a c i l i t i e s  a r e  

used f o r  t h a t  purpose .  T h i s  would n o t  a f f e c t  t h e  improve- 
174 ments on t h a t  l a n d .  Would o n l y  a f f e c t  t h e  l and  undernea th .  

There  were no opponents .  

S e n a t o r  Hager d i d  n o t  f e e l  a c l o s i n g  s t a t e m e n t  was n e c e s s a r y .  

Rep. Wil l iams s a i d  t h i s  would be c l a s s i f i e d  a s  commercial. Is i t  taxed  on  a 
c o m e r c i a l  b a s i s ?  Sena tor  Hager s a i d  t h e  DoR h a s  r a i s e d  t h e  v a l u e  of l a n d .  
Rep. W i l l i a m s  asked do you t h i n k  w e  might have a c o n s t i t u t i o n a l  problem h e r e ?  
S e n a t o r  Hager s a i d  t h i s  i s  a g r i c u l t u r a l  l a n d .  I f  you r a i s e  something conf ined  
on i t ,  you a r e  n o t  producing a n y t h i n g ,  Rep. Wil l iams mentioned. Sena tor  Hager 
s a i d  i t  i s  used t o  produce food and f i b e r  and shou ld  b e  t r e a t e d  a s  a g r i c u l t u r a l  
l a n d .  

Rep. Huennekens thought  i f  you handled t h e  b u t c h e r i n g  and o t h e r  p r o c e s s ,  you 
would be i n c l u d e d  i n  p a r t  a s  i n d u s t r i a l .  Sena tor  Hager s a i d  t h e y  do p r o c e s s  
t h e  eggs .  The p r o d u c t i o n  shou ld  b e  cons idered  i n  t h i s  manner. 

Rep. S i v e r t s e n  wondered i f  t h e  language i s  c l e a r  enough. H e  d o e s n ' t  t h i n k  
we should i n c l u d e  p r o c e s s i n g  o r  a n y t h i n g  l i k e  t h a t  s i n c e  t h a t  i s  commercial. 
Would a s k  t h a t  t h e  committee t a k e  a r e a l  good l o o k  a t  t h e  language.  

Rep. Fabrega thought  r e l a t i v e  t o  t h e  a r e a  of l and  a s  n o t  be ing  l e s s  t h a n  5 
con t iguous  a c r e s ,  t h i s  might n o t  be i n  t h e  r i g h t  p l a c e .  

Rep. Huennekens sugges ted  t h a t  a ( c )  be added f o l l o w i n g  l i n e  7 a s u b s e c t i o n  
( c )  be added s a y i n g  i t  i s  used t o  r a i s e  an imals  i n  conf ined  a r e a s  f o r  t h e  
p r o d u c t i o n  of food o r  f i b e r ,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  l i v e s t o c k ,  f e e d l o t s ,  
d a i r i e s ,  f i s h  h a t c h e r i e s ,  and p o u l t r y  farms. 

Rep. B e r t e l s e n  asked Sena tor  Hager i f  he  f e l t  t h e  f i s c a l  n o t e  i s  a c c u r a t e .  
H e  w a s n ' t  s u r e .  

Rep. Fabrega mentioned t h e  change t o  i n d u s t r i a l  c l a s s i f i c a t i o n  w a s  j u s t  made 
t h i s  y e a r .  A s  you a r e  being a s s e s s e d  now, what i s  t h e  i n c r e a s e  i n  t h e  a s s e s s -  
ment. S e n a t o r  Hager s a i d  one a r e a  went from $1700 t o  $21,000 and t h e  o t h e r  
was i n c r e a s e d  t o  about  t h e  same amount. There  were 1 0  a c r e s  i n  one p i e c e .  

S e n a t o r  Tom Towe, D i s t r i c t  #34,  B i l l i n g s ,  sponsor  of SB 248, exp la ined  t h i s  
i s  t h e  Young Farmers b i l l ,  which looks  t o  i t s  fund ing  from t h e  c o a l  t a x  t r u s t  
fund.  It is t o  h e l p  young fa rmers  g e t  a s t a r t  i n  farming and t o  h e l p  communi- 
t i e s .  Many peop le  a r e  l e a v i n g  farms. The average  age  of fa rmers  today  i s  
51 .1  y e a r s .  We a r e  l o s i n g  young fa rmers .  A g r i c u l t u r a l  l a n d  i s  b e i n g  gobbled 
up by a l i e n  owners,  movie s t a r s  and o t h e r s .  
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We a r e  becoming a  n a t i o n  of c l e r k s ,  a  s t a t e  of h i r ed  hands and no t  owner 
ope ra to r s .  Perhaps we should he lp  t h e  farmers  - t h e  young people  who a r e  

capable  of farming but  a r e n ' t  a b l e  t o  do so  because of 
SENATE BILL l a c k  of f i nances .  I n  o rde r  t o  buy a  farm t h a t  would be 

capable  of paying f o r  i t s e l f  and providing a  l i v i n g  t o  t h e  
248 ope ra to r  and h i s  fami ly ,  i t  t akes  a t  l e a s t  $400,000 t o  

$600,000 - u n l e s s  a young farmer i s  lucky enough t o  i n h e r i t  
t h a t  kind of a  farm o r  marry i t .  A t  11% i n t e r e s t  r a t e s  today,  i t ' s imposs ib le  
t o  make enough money on t h e  land i n  order  t o  pay t h e  i n t e r e s t ,  l e t  a lone  t h e  
p r i n c i p a l .  We should he lp  t h e  young people  who can and want t o  farm. 

They s t i l l  c a n ' t  pay t h e  i n t e r e s t  a t  11 1/2% on t h e  average farm i n  Montana, 
The b e s t  t h i n g  w e  could do  would be t o  t r y  t o  work on a g r i c u l t u r a l  p r i c e s .  
A s  a  s t a t e  w e  c a n ' t  do t oo  much about  t h a t ,  bu t  we can h e l p  young farmers .  
The FHA h e l p s  a  g r e a t  d e a l ,  but  they j u s t  d o n ' t  have enough money a v a i l a b l e  
t o  do t h e  job. They have $13 m i l l i o n  t h i s  year  and t h i s  w i l l  only cover about 
ha l f  t h e  l oans  approved. You may wai t  a s  much a s  t h r e e  yea r s  f o r  t h e  money. 

The f i r s t  17 pages of t h e  b i l l  have been almost e n t i r e l y  s t r i c k e n .  In  Canada 
t h e  s t a t e  w i l l  own t h e  land and lease i t .  SB 248 would t a k e  money from t h e  
fund t h a t  has n o t  been used before .  The e n t i r e  program w i l l  be  adminis te red  
by t h e  FHA who w i l l  s e r v i c e  t h e  loan  and c o l l e c t  payments. The Department of 
A g r i c u l t u r e  of S t a t e  of Montana would make d e c i s i o n s  - would be b e s t  t o  
be  funded by t h e  s t a t e .  The Family Farm Advisory Council  would n o t  come i n t o  
e x i s t e n c e  u n l e s s  t h e  loan program would exceed $5 m i l l i o n .  Suggests a $2 
m i l l i o n  fami ly  farm program f o r  t h i s  year .  A couple of loan  o f f i c e r s  explained 
who would be on the  board. 

On page 18 ,  t h e  d u t i e s  of t h e  department a r e  descr ibed  f o r  admin i s t e r ing  t h i s  
homestead loan  a c t  t o  e l i g i b l e  a g r i c u l t u r a l  farmers  of t h e  land.  Should i nc lude  
a repayment schedule  t h a t  may n o t  exceed 60 yea r s ,  Average loan  would be about  
30-40 yea r s .  

I f  t h e  i n t e r e s t  i s  t o o  high f o r  t h e  f i r s t  year  o r  t o  pay FHA, can make a  l oan  
f o r  3%. I f  h e  c a n ' t  make t h e  i n t e r e s t  payments a t  t h e  f u l l  7%, he can come t o  
t h e  Department of A g r i c u  1 t u r e  , and if t h e  $5 m i l l i o n  came i n t o  e x i s t e n c e ,  and 
i f  t h e  advisory  c o u n c i l  i s  then  set  up, he  could come i n  and g e t  a  second loan  
a t  3 112%. T h i s  could no t  be done f o r  more than 5 yea r s  and has  t o  be r epa id  
a t  municipal  bond i n t e r e s t  r a t e s .  I f  he dec ides  t o  g e t  ou t  of farming, t h i s  
must be paid immediately. 

Requirements f o r  ob ta in ing  such a  loan a r e  he must r e s i d e  i n  t h e  S t a t e  of 
Montana a t  t h e  t i m e  of a p p l i c a t i o n ;  must d e c l a r e  i n t e n t i o n  t o  remain i n  Montana 
dur ing  the  term of t h e  l oan ;  must have been approved by t h e  l o c a l  committee of 
t h e  FHA. Sec t ion  10,  eva lua t ion  process :  n e t  worth could n o t  exceed $100,000; 
whether he had access  t o  l i v e s t o c k  o r  machinery; i n a b i l i t y  t o  s ecu re  f i nanc ing  
i n  o t h e r  a r e a s ;  t r a i n i n g  and experience i n  a g r i c u l t u r e ;  p rospec ts  f o r  h i s  suc- 
ceeding i n  a g r i c u l t u r e .  I f  he c a n ' t  f i g u r e  i t  out  on paper i n  o rde r  t o  make 
i t  go, he shou ldn ' t  be i n  farming. 

Bonding a u t h o r i t y  - from t h e  c o a l  t a x  c o n s t i t u t i o n a l  t r u s t  fund which i s  t o  be 
used f o r  t h i s  program o u t r i g h t  - has been set i n  t h i s  b i l l .  I f  t h e  loan  program 
works and we l i k e  i t ,  then two years  from now we can pas s  a  bonding a u t h o r i t y  
up t o  $200 m i l l i o n .  I f  w e  d o n ' t  l i k e  i t  i n  two y e a r s ,  t h a t ' s  a l l  t h e r e  is t o  
i t .  It  would be reviewed by t h e  l e g i s l a t u r e .  
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T h i s  w i l l  r e q u i r e  fund ing  from t h e  c o n s t i t u t u i o n a l  t r u s t  fund. There  would 
be an amendment t h a t  would t a k e  $2 m i l l i o n  from t h e  c o n s t i t u t i o n a l  t r u s t  fund. 
There  i s  $ 4 . 5  m i l l i o n  a v a i l a b l e  t h i s  y e a r .  The q u e s t i o n  is  how you d e t e r m i n e  
t h e  income which i s  a v a i l a b l e  f o r  t h e  l e g i s l a t u r e  f o r  a p p r o p r i a t i o n  e a c h  year .  
There  is $6.9 mi l - l ion  a v a i l a b l e  and none of t h o s e  f i g u r e s  have been cons idered  
i n  t h e  g e n e r a l  fund.  They a r e  inc luded  by t h e  f i s c a l  a n a l y s t .  Other  f i g u r e s  
t h a t  have been used i n  c o n n e c t i o n  w i t h  t h i s  fund a r e  $4.5 - $4.9 m i l l i o n .  T h i s  
would n o t  a f f e c t  any a p p r o p r i a t i o n  f i g u r e s  t h a t  we have been d e a l i n g  w i t h  now. 
We should  r e c o g n i z e  our  f a m i l y  farms.  

Sena tor  Elmer Severson,  D i s t r i c t  #46, S t e v e n s v i l l e ,  s u p p o r t s  t h i s  b i l l  s a y i n g  
h e  h a s  a c t u a l l y  worked w i t h  Tom on t h i s ; f o r  a lmost  two y e a r s  h e  was opposed 
u n t i l  we g o t  down t o  t h e  bottom l i n e .  Now t h i n k s  i t  a v e r y  f a v o r a b l e  t y p e  of 
b i l l .  Do you want t o  encourage young f a r m e r s  i n  t h i s ?  Urges commit tee ' s  
concur rence  w i t h  i t .  

Sena tor  P a u l  Boylan, D i s t r i c t  #38,  Bozeman, s a i d  h e  h a s  always vo ted  a g a i n s t  
t h e s e  farm a c t s ,  b u t  t h i n k s  t h i s  is  a  p o s i t i v e  approach t o  g e t  young peop le  
engaged i n  a g r i c u l t u r e .  He t h i n k s  i t  is  h i g h  t ime  t h a t  we a r e  g e t t i n g  some- 
t h i n g  s t a r t e d  a l o n g  t h i s  l i n e .  Every th ing  i s  t o o  h i g h  - money, i n t e r e s t ,  l and  
and i f  we can i n j e c t  them w i t h  some money and le t  them g e t  s t a r t e d  t h i s  way 
and when t h a t  b a l a n c e s  o u t ,  someone e l s e  can t a k e  over .  T h i s  is  t h e  most 
p o s i t i v e  approach we have today - t h e  a v e r a g e  age  of f a r m e r s  i s  g e t t i n g  t o  
be  p r e t t y  o l d .  There  i s  no way l o a n  a g e n c i e s  w i l l  l e n d  money on long-term 
loans .  T h i s  would g i v e  them something on long-term c r e d i t .  

Ann Page,  Montana Farmers Union, Simms, MT, s a i d  maintenance of t h e  d e c e n t r a l -  
i z e d  system is dependent  on t h e  a b i l i t y  of young f a r m e r s  t o  g e t  i n t o  fa rming  
today because  l a n d  v a l u e s  a r e  be ing  i n c r e a s e d  by expanding farms and s u b d i v i -  
s i o n  demands. The U.S. General  Accounting O f f i c e  s a y s  t h e r e  is a d e f i n i t e  
t r e n d  i n  a b s e n t e e  ownership deve lop ing  a c r o s s  t h e  c o u n t r y  and because  we f e e l  
t h a t  is harmful  theMontana Farmers Union s u p p o r t s  t h i s  b i l l .  

T e r r y  Murphy, Montana Farmers O r g a n i z a t i o n ,  s u p p o r t s  SB 248 i n  i t s  o r i g i n a l  
form and s u p p o r t s  i t  i n  t h i s  b i l l .  Should u s e  t h i s  Montana produced money t o  
encourage Montana peop le  t o  expand i n  o t h e r  b u s i n e s s e s .  S t a f f s  of Montana 
Farm Bureau s u p p o r t  t h i s  b i l l  a s  i t  i s  now. They would have some problems by 
p u t t i n g  t h e  s t a t e  i n  l and  c o m p e t i t i o n ,  but  a s  i t  i s  now w r i t t e n ,  Farm Bureau 
s u p p o r t s  i t .  

Wally Edlund, d i r e c t o r  of t h e  FHA, s u p p o r t s  SB 248 t h e  way i t  is  w r i t t e n .  The 
FHA would work w i t h  t h e  Department of A g r i c u l t u r e  i n  funding s m a l l  farm 
loans .  A t  t h e  p r e s e n t  t ime  one of t h e i r  programs i s  farm ownership l o a n s  
where t h e y  cannot  g e t  money o therwise .  They have $13 m i l l i o n  t h i s  y e a r ,  and 
w i l l  be  s h o r t  approx imate ly  $13 m i l l i o n  of approved a p p l i c a t i o n s  t h a t  t h e y  
cannot  fund ,  s o  any s o u r c e  of f i n a n c i n g  w i l l  be  v e r y  d e s i r a b l e .  

Unique s i t u a t i o n  on t h e  fund ing  t h a t  t h e  FHA d o e s  and t h e  way t h e y  wish i t  were. 
The $13 m i l l i o n  keeps t h e  s t a t e  i n  t h e  f i r s t  p o s i t i o n ,  and t h e y  s u b o r d i n a t e .  
They d o  a l l  t h e  paper  work, a l l  a p p r a i s a l  work and s o  keeps  t h e  s t a t e  from 
d u p l i c a t i n g  t h e i r  work. The o n l y  t y p e  of l o a n  i n  which t h e y  can p a r t i c i p a t e  
a r e  t h o s e  l o a n s  which encompass o n l y  t h o s e  i n  which t h e  t o t a l  amount we would 
t a k e ,  would be t h e  second p o s i t i o n ,  p u t t i n g  t h e  s t a t e  i n  t h e  f i r s t  p o s i t i o n  on 
t h a t .  Of t h o s e  l o a n s  t h e r e  would be roughly  $1 m i l l i o n  i n  t h i s  q u a r t e r  t h a t  
w e  c a n ' t  hand le .  See h i s  i n f o r m a t i o n  s h e e t  a t t a c h e d  r e g a r d i n g  needs  f o r  l o a n  
a p p l i c a t i o n s  approved. 
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A l o t  of a p p l i c a n t s  j u s t  c an ! t  w a i t  f o r  a  year  o r  longer ,  I n t e r e s t  rates a r e  
becoming h ighe r  and h igher .  H e  t h inks  t h e  s t a t e  should p a r t i c i p a t e  a long 
w i t h  o t h e r  l e n d e r s  t o  he lp  fa rmers  g e t  i n t o  a g r i c u l t u r e ,  o therwise  i t  w i l l  
go on ly  t o  l a r g e  landowners and o t h e r  out-of-s ta te  people,  

The Department of Agr i c u  1 t u r  e  would i nco rpo ra t e  a l l  loans  through t h e  FHA.. 
It would maybe t ake  a one-half t ime fu l l - t ime  employee e x t r a .  

J an  Brown, Montana Assoc ia t ion  of Churches, s a i d  t h e i r  p o s i t i o n  is  t o  suppor t  
l e g i s l a t i o n  t o  he lp  fami ly  farms. They suppor t  SB 248, 

Tom Ryan, Montana s e n i o r  c i t i z e n ,  is ve ry  happy t o  support  what i s  l e f t  of t h e  
b i l l .  The concept is  t h e r e .  P u t t i n g  more c a p i t a l  ou t  i n  t h e  f i e l d  f o r  young 
people  t o  develop farms i s  f i n e .  He was a  teacher  i n  r u r a l  economics and is 
q u i t e  knowledgeable a long  t h i s  l i n e .  The only o the r  way i s  t o  marry a  f a rmer ' s  
daughter!!  

Opponents : 

Rep. Burne t t  t h inks  t h i s  looks  a t  t h e  s i t u a t i o n  through r o s e  colored g l a s s e s ,  
when you look a t  t he  l i t t l e  amount of money a v a i l a b l e .  You could g ive  them 
t h e  land and they  cou ldn ' t  make a  go of i t .  Congress has  pu t  s o  many restric- 
t i o n s  on farming and now you a r e  p u t t i n g  t h e  s t a t e  i n  t h e  l and lo rds  p o s i t i o n .  
Who i s  going t o  t a k e  i t  away i f  a  young farmer c a n ' t  make a  go of i t ?  Who i s  
going t o  make t h i s  dec i s ion?  Execut ive a c t i o n  has  h u r t  a g r i c u l t u r e ;  they have 
t r i e d  t o  regiment  them and n o t  g i v e  them a  f r e e  hand. The f e d e r a l  programs 
today, and he  has  gone ou t  a s  a  f e d e r a l  land a p p r a i s e r ,  oppose running a  farm 
loan  program; we a r e  n o t  s u r e  t h e  s t a t e  belongs i n  a g r i c u l t u r e  o r  t h e  l oan  
bus iness .  

John Cadby, Montana Bankers Assoc ia t ion ,  i s  n e i t h e r  an opponent o r  proponent. 
They were o r i g i n a l l y  opposed t o  t h e  b i l l ,  but  s i n c e  i t  has  been s o  d r a s t i c a l l y  
changed, they would suggest  a  couple of amendments t h a t  might make i t  more 
workable and more i n  compliance. Page 22, l i n e  10,  fo l lowing  "council",  
i n s e r t  " i f  in exis tence";  l i n e  13 ,  s o  t h e  department may seek  t h e  adv i se  of 
t h e  FHA and co rd ina t e  t he  work, change t h e  word "may" t o  " sha l l "  and thereby 
l i m i t  bureaucracy; page 31,  d e l e t e  s e c t i o n  24 which exempts t h e  bonds from 
t axa t ion .  T h i s  s e c t i o n  should be de l e t ed .  Don't wish t o  recommend any pos i -  
t i o n  e i t h e r  f o r  o r  a g a i n s t  t h e  b i l l .  

Senator  Towe had no o b j e c t i o n s  t o  t h e  sugges t ions  of John Cadby. They took 
c a r e  of some t e c h n i c a l  sugges t ions  he  had. On page 17,  l i n e  22, t h e  counc i l  
should n o t  be  p o l i t i c a l l y  b iased .  Page 23, l i n e  8, s t r i k e :  " l ea se  agreements 
and s a l e s "  and i n s e r t  "loans".  Senator Towe s a i d  t h e  FHA has  good loans  and 
a r e  making them every day. 

Rep. Dassinger  asked what t h e  s t a t e  would g e t  ou t  of t h e  $2 m i l l i o n .  Would 
they c o l l e c t  any i n t e r e s t  a t  a l l ?  Senator  Towe advised t h e  c o n s t i t u t i o n a l  t r u s t  
fund a c c r u a l  amounted t o  about  $600,000. There has  been no app rop r i a t i on  o r  
sugges t ion  of u s e  of t h a t  money. SB 300 would pu t  ha l f  of t h e  income i n t o  t h e  
highway t r u s t  fund. 

Rep. Dassinger  would l i k e  t o  have a  f i s c a l  n o t e  showing the  amount of money 
t h a t  is income t h a t  has  been a c t u a l l y  r ece ived ,  t h a t  h a s  been about $600,000. 
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Rep .  Huennekens asked what r a t e  of r e t u r n  is  on t h a t ?  There has never been 
an investment  a t  less than 8% T 8 1/2% would be a  ve ry  conserva t ive  p r o j e c t i o n  
f o r  t h e  next  biennium, 

Rep. Be r t e l s en  s t a t e d  t h a t  a l l  loans  should be made through the  l o c a l  FHA, In 
t h e  event  t h e r e  was a  f a i l u r e  on t h e  p a r t  of t h e  owner, what would happen? 
The FHA a s  t h e  second l i e n  ho lde r  would p ick  up any l o s s  t h a t  might happen., 
H e  t h i n k s  $100,000 i s  t o o  l i t t l e  t o  accomplish much. Sen, Towe would have no 
ob jec t ion  t o  i n c r e a s i n g  t h e  amount. 

Tom G i l l ,  Department of Agr i cu l tu re ,  s a i d  they a r e  prepared t o  do t h i s  i n t e r n a l l y .  
The c o u n c i l  would a s s i s t  u s  a f t e r  t h e  program go t  beyond $5 mi l l i on .  

Rep. Huennekens - Edland: The average loan i s  about $85,000 per  loan.  So 
you appa ren t ly  are ope ra t i ng  on a  r e l a t i v e l y  smal l  s c a l e ,  The maximum they  can 
p a r t i c i p a t e  is  $200,000. There a r e  27 county o f f i c e s .  Each county has  a 
three-man cormnittee t h a t  s c r e e n s a l l  app l i ca t i ons .  They have t o  have a  complete 
f i n a n c i a l  worksheet and i f  i t  is  n o t  f avo rab l e  and they can n o t  r a t i o n a l l y  loan ,  
i t  is  turned down. To make a  farm a  more workable u n i t ,  they a l low farmers  t o  
buy c l o s e  land.  The l o s s  has been 1 /2  of 1% - ve ry  l i t t l e  i n  a g r i c u l t u r e .  
They have t o  keep a  very  good set of books. 

Rep. Huennekens asked what t h e  l o s s  of p r i n c i p a l  and i n t e r e s t  has  been. Mr. 
Edland s a i d  t h e  l o s s  of funds o r  i n t e r e s t  l o s s  exper ience  has  been excel lent.  

Rep. Nordtvedt - Senator  Towe: Why was i t  necessary  t o  add t h i s  backup t o  
t ax ing  powers? They were j u s t  p u t t i n g  i n  a  mechanism f o r  t h e  s t a t u t e s .  It 
is  f o r  more s e c u r i t y .  I f  we can use  t h e  s t a t e  t o  f l o a t  housing i s s u e s  f o r  
bonding, should be a b l e  t o  u se  t h e  s t a t e  and bonding a u t h o r i t y  t o  he lp  young 
farmers  t o  g e t  s t a r t e d  i n  a g r i c u l t u r e  a t  t h e  same i n t e r e s t  r a t e .  It may mean 
a  d i f f e r e n c e  i n  t h e  s e l l i n g  of bonds. He th inks  land is  s o l i d  s e c u r i t y .  
Th i s  i s  c o a l  t a x  money and has  t h e  f u l l  f a i t h  of t he  s t a t e .  

Rep. Nordtvedt s a i d  he  was t r y i n g  t o  f i n d  ou t  what t h e  bottom l i n e  t o  t h e  
s t a t e  would be. Municipal bond r a t e  of i n t e r e s t  - i f  t h e  bonds were so ld  a t  
t h e  munic ipa l  bond i n t e r e s t  rate, t h e r e  would be no l o s s  t o  t h i s  fund - 
revolv ing  fund would r e t u r n  back t o  t h e  p r i n c i p a l  s o  no l o s s  t o  t h e  fund. 

Bonds won' t be i s sued  t h i s  time. This  t ime a r e  ask ing  f o r  a d i r e c t  loan.  I n  
two yea r s  would approve a  bond program and t h e  income from t h e  c o n s t i t u t i o n a l  
t r u s t  fund was contemplated t o  be used a s  s e c u r i t y .  Wouldn't u se  income, b u t  
i t  i s  t h e r e  t o  s ecu re  bonds. 

Rep. Nordtvedt c a n ' t  understand t h e  l o g i c  of approving such a  program f o r  
farming but n o t  f o r  a  bus iness .  What i s  t h e  double  s tandard  about?  

Senator  Towe s a i d  t h i s  is  an e q u i t y  c a p i t a l  b i l l .  

Rep. S i v e r t s e n  is  somewhat confused a t  t h e  p re sen t  t ime. Some of t h e  s t a t emen t s  
made have confused him. Investments i n  our ag lands  a r e  being those  of a  
nega t ive  approach t o  t he  s i t u a t i o n  t h a t  our young people  a r e  faced with.  He 
t h i n k s  w e  a r e  mis lead ing  t h i s  committee and t h e  people  of t h e  S t a t e  of Montana 
t h a t  j u s t  by pumping more money i n t o  t h e  system is  going t o  save  t h e  fami ly  
farm, 
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Sena tor  Towe s a i d  he  v o t e d  f o r  a l l  l e g i s l a t i o n  t h a t  p r o h i b i t e d  f o r e i g n  o w n e y ~  
s h i p .  H e  t h i n k s  we should f a v o r  t h o s e  who want t o  s t a y  i n  f a w i n g  and t h o s e  
we shou ld  h e l p .  

Rep. S i v e r t s e n  remembered back i n  1974 w i t h  t h e  a g r i c u l t u r a l  c o n d i t i o n s  t h e  
way t h e y  were ,  you cou ld  g i v e  young peop le  a  r a n c h  and t h e y  cou ld  never have 
pa id  t h e  i n t e r e s t ,  l e t  a l o n e  pay t h e  p r i n c i p a l ,  The FHA was going t o  c l o s e  
o u t  many s m a l l  l o a n s .  It  was a  f l u k e  p u t  on by P r e s i d e n t  Nixon, and p u t  t h e s e  
peop le  i n  a bankrup tcy  p o s i t i o n ,  bu t  t h e y  were a b l e  t o  cover  f o r  a n o t h e r  year.. 
Q u i t e  a few d i d  ho ld  on. I f  we do n o t  g e t  t h i s  economic s i t u a t i o n  s t r a i g h t e n e d  
o u t  somehow and g e t  a  hand le  on ownership by f o r e i g n  ownerships  and l a r g e  
c o r p o r a t i o n s ,  no  matter how much money i s  pumped i n t o  t h e  sys tem,  you have a  
problem. 

Mr. Edland s a i d  t h e  FHA could  fund 8 l o a n s  immediately w i t h  t h e  a d d i t i o n a l  
loan  money. We a r e  n o t  f o r e c l o s i n g  on any FHA l o a n s  u n l e s s  t h e r e  i s  poor  
management and t h e r e  is  no r e c o u r s e  whatever .  We are ex tend ing  t h e  t ime  t o  
7 y e a r s  where t h e y  j u s t  pay t h e  i n t e r e s t ,  I f  t h e y  j u s t  have enough t i m e ,  i t  
w i l l  pay o f f .  

Rep, H i r s c h  a g r e e s  t h a t  you s imply cannot  pump enough money i n t o  t h e  farm 
s i t u a t i o n  t o  make a  v e r y  g r e a t  impress ion .  Sena tor  Towe asked i f  c o n s i d e r a t i o n  
of a n  approach t o  a l o a n  system where you u s e  t h e  e q u i t y  i n  t h e  land and 
i n i t i a t e  a l o a n  program t o  a young fa rmer  and t h e  p r e s e n t  l and  owner was 
a b l e  o r  w i l l i n g  t o  p r o v i d e  t h e  l and  and t h e n  p i c k  up t h e  i n t e r e s t  d i f f e r e n c e  
w i t h  a  l o a n  program t h a t  when t h e  borrower g e t s  i n t o  d i f f e r e n t  p o s i t i o n ,  h e  
could  pay t h e  i n t e r e s t  h i m s e l f .  Sena tor  Towe s a i d  t h e  second l o a n  program 
i s  t o  do e x a c t l y  t h a t ,  as shown on page 20, l i n e s  3-14. Rep. Hi r sch  asked  i f  
you have t o  t a k e  advantage of t h e  f i r s t  l o a n  b e f o r e  you t a k e  advantage of t h e  
second one? Y e s .  Sena to r  Towesaid t h e r e  a r e  no f r e e b i e s .  They have t o  pay 
t h e  p r i n c i p a l  and i n t e r e s t  a t  munic ipa l  bond r a t e s .  The $2 m i l l i o n  won't be  
a v a i l a b l e  a l l  a t  once. He d o e s n ' t  t h i n k  a  l i m i t  would b e  t o o  impor tan t  w i t h  
on ly  $2 m i l l i o n  a v a i l a b l e  - t h e  FHA w i l l  t r y  t o  h e l p  as many peop le  as t h e y  
can.  

Rep. Fabrega commented t h e  $2 m i l l i o n  w i l l  b e  borrowed o r  t aken  from t h e  
income t h a t  h a s  been genera ted  from t h e  permanent t r u s t  fund. That w i l l  b e  
loaned a t  7-8% i n t e r e s t .  I f  t h e  program i s  s u c c e s s f u l  and t h e  n e x t  l e g i s l a -  
t u r e  approves ,bonding w i l l  be  i n i t i a t e d ,  and w i l l  r epay  t h e  o r i g i n a l  r e v o l v i n g  
fund w i t h  t h e  $2  m i l l i o n .  It could  be p a i d  back d u r i n g  t h e  u s e  of t h e  r e v o l v i n g  
fund and i t  could  be r e t u r n e d .  Rep. Fabrega asked i f  a l l  we a r e  s a c r i f i c i n g  
from t h e  fund i s  t h e  d i f f e r e n c e  between 3% and 8% and i t  e a r n s  t h e  same a s  i t  
would o t h e r w i s e .  

Rep. Towe s a i d  i t  is  n o t  c l e a r  t h a t  t h e  income would be  p u t  r i g h t  back i n t o  
t h e  t r u s t  fund.  It is p u t  i n t o  t h e  shor t - t e rm l o a n  program. It i s  f a i r  t o  
p r o j e c t  9% o v e r  t h e  n e x t  biennium. 

Rep. Dass inger  asked who would r e p o s s e s  t h e  farm? M r .  Edland s a i d  t h e y  would 
come i n  t h e  second p o s i t i o n .  They have t h e  f i r s t  chance and normal ly  w i l l  buy 
them o u t  and a b s o r b  t h e  whole l o a n  p r o c e s s .  The s t a t e  r e t a i n s  i t s e l f  i n  t h e  
f i r s t  p o s i t i o n  - i f  anyone l o s e s ,  t h e  FHA l o s e s .  



7 0 
4/6/79. 
Page 13 

Rep, Dassinger  asked Senator  Towe i f  he would mind t ak ing  a d i f f e r e n t  $2 
m i l l i o n  s t a r t e r  ou t  of t h e  g e n e r a l  fund, There is $4,85 m i l l i o n  i n  t h i s  
fund. Many budget people  a r e  inc lud ing  t h a t  money i n  t h e i r  f i g u r e s ,  It 
is  n o t  s e p a r a t e l y  app l i ed  t o  t h e  gene ra l  fund and should come ou t  of t h e r e  
and be t r e a t e d  a s  g e n e r a l  fund money, 

Sena tor  Towe s a i d  t h e  $4.9 m i l l i o n  covered bonds f o r  $2 m i l l i o n ,  s o  wouldn't 
a f f e c t  any p r o j e c t s  f l o a t i n g  around here ,  Take i t  ou t  of any fund,  bu t  h e  
f e e l s  i t  i s  a p p r o p r i a t e  t o  t a k e  i t  out  of t h e  c o a l  fund, 

Rep. Fabrega s a i d  on t h e  o r i g i n a l  loan  is  i t  a d e f e r r a l ?  It is a second 
loan  t h a t  i s  used t o  pay o f f  t h e  i n t e r e s t  on t h e  f i r s t  loan,  A borrower 
would have t o  r e a l i z e  he  h a s  two loans  t o  pay o f f .  Rep, Fabrega asked i f  
t h e  second loan  t akes  precedence o r  does t h i s  t a k e  a t h i r d  loan,  

M r ,  Edland s a i d  he d i d n ' t  c a r e  where t he  money comes from -. t h e  FHA would be 
i n  t h e  second p o s i t i o n  t o  c o l l e c t  and they do t h e  s e rv i c ing .  

Rep. Huennekens asked i f  t h a t  is  a mat te r  of r u l e ,  o r  po l i cy ,  o r  regulat ion. .  
M r .  Edland s a i d  t h e  government f e e l s  t h a t  they w i l l  be a b ig  b ro the r  and t ake  
i t  a s  i t  comes. Rep. Huennekens s a i d  have t o  r e a l l y  accept  t h a t  on f a i t h .  

Rep, Hirsch asked i f  your second loan  program can s t and  on i t s  own? M r .  Edland 
s a i d  they would admin i s t e r  t h a t  i n  t he  sense  t h a t  t h e  person who had t h e  loan  
would be ob l iga t ed  t o  pay 4% i n t e r e s t  on t h e  loan  and t h e  s t a t e  would be  
ob l iga t ed  f o r  t h e  d i f f e r e n c e  i n  i n t e r e s t .  Senator  Towe s a i d  you could have 
both programs and come i n  f o r  t h e  second loan  program. 

Senator  Towe suggested s t r i k i n g  t h e  word "borrower1' and i n s e r t i n g  " q u a l i f i e d  
appl ican t1 '  i n  s e v e r a l  p l aces .  

Rep. Underdal asked why do you t h i n k  it i s  necessary  t o  keep on us ing  t h e  FHA? 
Rep. Fabrega asked how w i l l  t h i s  sho r t en  o r  exped i t e  i f  t h e  FHA is going t o  
c u t  down t h e  1 112 year  they have t o  wa i t .  M r .  Edland s a i d  i f  they had $13 
m i l l i o n ,  they  could fund approved a p p l i c a t i o n s  immediately. The f i s c a l  yea r  
runs  from October 1 t o  September 30. Rep. Fabrega doesn ' t  see how t h e r e  can 
be  a second loan  program. 

Senator  Towe a s  one of t h e  sponsors  of Senate  J o i n t  Resolut ion 4,  explained 
h e  t h i n k s  t h e  board of investments  should look a t  t h e  FHA with  a view towards 
p a r t i c i p a t i n g  w i t h  them i n  farm ownership loans .  The FHA can make loans  a s  a 
subord ina t e  l ende r  - t h e  board of investments  would i n v e s t  t h e  f i r s t  $100,000 
loan  and then  t h e  FHA would come i n .  The FHA loan  r a t e  is  a t  a maximum of 9% 
and shou ldn ' t  a s k  t h e  board of investments  t o  i n v e s t  a t  less than 10-11%. 

I f  i n t e r e s t  r a t e s  come down, he t h i n k s  t h e  board of i nves t -  
SENATE JOINT ments should be encouraged t o  i n v e s t  i n  farm ownership loans .  
RESOLUTION 4 

Wally Edland suppor t s  t h i s .  H e  f e e l s  funding by t h e  board of 
investments  i n  communities of l e s s  than 50,000 i s  a good p l ace  t o  make loans .  

John Cadby f e e l s  t h e  board of investments  money should s t a y  a t  home. 80% of 
$800 m i l l i o n  goes out  of s t a t e  - you a r e  miss ing  a good be t .  It would do t h e  
s t a t e  much more good i n  employment and t a x  -- would have a m u l t i p l i e r  e f f e c t  
of f i v e  o r  s i x  t imes more than  t h e  state g e t s  o u t  of t h e  8-9% you are g e t t i n g  
from New York bankers.  H e  suppor t s  t h e  r e s o l u t i o n .  
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There  were no opponents ,  

S e n a t o r  Towe d i d  n o t  f e e l  t h e  n e c e s s i t y  of a  c l o s i n g  s t a t e m e n t ,  

Rep. Dass inger  asked i f  l o a n s  by t h e  SEA o r  t h e  FHA on farm l o a n s  would be  a 
maximum of 9%? M r .  Edland s a i d  t h e  SBA i s  locked i n  a t  12% maximum, Our 
i n t e r e s t  r a t e  is  n e g o t i a t e d  between bankers  and l e n d e r s .  The r e t u r n  i s  13.75%, 
If t h e y  bought t h o s e  guaran teed  n o t e s ,  t h e y  would be  g e t t i n g  a 13.75% i n v e s t -  
ment r a t h e r  t h a n  a 8 1/2-9% r e t u r n .  We should t a k e  advantage of t h e s e  board 
of inves tment  l o a n s  by buying them and keeping them r i g h t  h e r e  and,  h o p e f u l l y ,  
some of t h a t  could  b e  used i n  h i g h  r i s k  a r e a s .  

Sena tor  Towe s a i d  t h i s  r e f e r s  t o  Sena te  J o i n t  R e s o l u t i o n  No. 5 ,  

Rep. Dass inger  asked what would be t h e  d i f f e r e n c e  i f  i n v e s t e d  i n  Montana 
r a t h e r  t h a n  o u t - o f - s t a t e .  Mr. Cadby s a i d  t h e  average  y i e l d  on common s t o c k  
i s  5-6%, and can  g e t  8-9% on l o a n s  and CDs .  Sena to r  Towe f e e l s  a  secondary  
l o a n  could  i n c r e a s e t h e  board of i n v e s t m e n t C s  income. Probab ly  wouldn ' t  u s e  
t h i s  b i l l  v e r y  much u n t i l  i n t e r e s t  r a t e s  drop.  

The h e a r i n g  ad journed  a t  11:45 a.m. 
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