MINUTES OF THE MEETING
TAXATION COMMITTEE
MONTANA STATE SENATE

February 7, 19791

The twenty-first meeting of the committee was called to order
on the above date in Rcom 415 of the State Capitol Building with
Chairman Turnage president. 1

ROLL CALL: Roll Call found all the members present.
Witnesses giving testimony are listed on attached Register. ‘

CONSIDERATION OF SENATE BILL 248: Senator Towe presented
his bill by illustrating a hypothetical case where an individual !
might purchase 1,000 Acres of land at a cost of $400,000. Then
figuring acres in production, yvield, gross income, he concluded
-that farmer could not make payment on his loan, computing inter- 4
est at 11%, as payments would be $44,000, interest alone. Thus,
he concluded, he felt this bill would help get the young farmer
or rancher into business and help him make payments by giving
him lower interest rates for longer loan period, by using a por-
tion of the income from the Coal Tax Trust to secure general ob-
ligation bonds. He further explained the mechanics of the bill
and noted that a program would have to be created to acquire,
lease, and sell the land and further, to operate the loan pro-
gram to assist applicants in purchasing the homestez=d land. He
then distributed a number of amendments to the bill, see Exh. #1
Senator Towe said it would not only help young farmers get a
start, but he felt it would eliminate purchases of large tracts
of land by foreign investors. He then introduced Mr. Wenstrom,
former member of the Minnesota Legislature which adopted a simi-
lar program called the Minnesota Family Farm Security Program.
He distributed several illustrations explaing the program, see
Exh. #2, a and b, attached.

Mr. Wenstrom said the program was in operation and now
there are over 100 people farming under the program. He said
there have been no defaults and 6 to 8 loans are made every
month. He further stated farm groups there support this pro-
gram.

Sen. Towe called on other proponents who supoorted the
bill and these included Jim Stephens of the Montana Farmers Union
and Terry Murphy, representing the Montana NFO. Both expressed
the wish that such a program could be b“egun in Montana in order
to assist young people in getting a start on the farm or ranch,
thus keeping the family farm a part of the state's economy. Ms.
Sharon Peterson of WIFE alsc spoke as & proponent.

Zack Stevens with the Montana Farm Bureau stated he wanted
to see young farmers get a start, however, he did not want to see'l
the state get in the real estate business, thus withheld complete
support of the bill. Mr. Frankino and Jan Brown testified for
the bill as well, feeling it would contributed to solidity of the
family through continued family farm-type of operation.
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Next to speak as a proponent was Wally Edland, Director of
the Farm Home Administration, who stated that such legislation
could help FHA extend more loans and assist more young people to
get started in the agricultural-ranching pbusiness. He said the
FHA is ready to participate with the state in such loans and il-
lustrated method by which they could do so. Mr. Gallagher also
testified as a proponent of the bill. ‘

Following this testimony Chairman Turnage asked for further
proponents, and then, copponents. Barbara Rusmore stated her opin-
ion saying she liked the idea of helping young people get started
in agriculture-ranching, but asked the committee to carefully look
at the prospect of the state getting into the real estate business.
Brief comments were also heard from Ken Morrow and Pete Jackson.
Mr. Teigen said the groups he represented also were in favor of
keeping farmers on the land in the state, however, they felt the
problem with the bill was the land bank concept. He said there
are programs to assist with farm loans, mentioning the FHA as
one of the avenues. Mr. Spilde spoke also on the bill, caution-
ing the committee on several points. He mentioned the fact that
a number of Montanans had purchased land in other countries and
felt this state could hardly exclude sco-called foreign investors.
The point was also made in foregoing testimony that the process
of applying for such loans, and steps pointed out in the bill
would lead to a great deal of red tape which one witness felt
could strangle the program itself. Mr. Asher said his firm had
opposed the bill as written, but since they had not had an oppor-
tunity to study the amendments, he withheld further opposing com-
ments. :

Senator Manley also spoke as an cpponent of the bill and
agreed with previous testimony in saying he felt the bill would
put the state in the land business and disapproved of this. He
said also that rather than create another agency he would like
to see legislation that made it possible for an individual to
leave his farm or ranch to his heirs without the burden of an
unreasonable inheritance tax. He also said there are agencies
to help beginning farmers borrow money for land purchase. He
felt the state should not have the authority to divide land into
smaller farms as the bill provides. He stated his ccncern for
the large acreage the state now owns, the acreage in RARE II,
acreage going into designated wilderness areas, and the large
acreage owned by the federal.

Following his testimony Sen. Towe made his closing re-
marks and distributed an article, see Exh. #3, to illustrate
his earlier claims that much of Montana's land is being bought
by foreigners and he made the distinction between aliens and
foreign buyers who purchase the land here and continue to live
in their own country.

Due to lengthy testimony the Chairman had to limit testi-
mony of witnesses and informed the committee there was limited
time for questioning.
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Senator Severson questiconed Mr. Edland concerning the loan
time of FHA and Mr. Edland responded. He also said the FHA had
contacted the Board of Investments in regard to their 'subordi-
nating' in the matter of state loans for hcusing and land. This
was in relation to two bills heard January Z4th, SJR 4 and 5,
sponsored also by Senator Towe.

Following this brief questioning the meeting was adjourned
and members will be permitted another opportunity to question
Senator Towe in regard to SB248.
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SEN. BRGOWN
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SEN. TOWE
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CHAIRMAN TURNAGE

Each Day Attach to Minutes.
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PROPOSED AMENDMENTS SB 248 - Sen. Towe

1. Title, 1line 9,
Following: "FARMS;"
Strike: "AND"

2, Title, line 10.
Following: "MCA"
Insert: "; AND PROVIDING FOR LEGISLATIVE REVIEW OF THE ACT"

A}

3. Page 3, line 13.

Following: 1line 13

Insert: "(e) "Council" means the family farm advisory council,
created in [section 6]."

Renumber: subsequent subsections

4, Page 5, line.

Following: 1line 1

Insert: "Section 6. THERE IS A NEW MCA SECTION THAT READS:
Family farm advisory council created. (1) There is a family
farm advisory council.

(2) The council consists of seven members appointed by the
board, as follows:

(a) one officer from commercial lending institution;
(b) one fruit or vegetable farmer;

(c) two livestock farmers;

(d) two grain farmers: and

(e) one officer from a farm credit association.

(3) Each member must be a resident of the state.

(4) Each member shall serve for a term of 6 years. The
board shall appoint members to fill any vacancy that may occur.

(5) The council is allocated to the department of state lands
for administrative purposes only as prescribed in 2-15-121.

Section 7. THERE IS A NEW MCA SECTION THAT READS:
Duties of family farm advisory council. (1) The council shall:

(a) consider applications for homestead land and make
recommendations to the board;

(b) review all applications for homestead locans and make
recommendations to the board;

(c) evaluate proposed purchases of homestead land and advise
the board on the fair market value of the lane;
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(d) assist the board in dividing homestead land into family
size units; and

(e) advise and assist the board on other matters as the board
may request,"
Renumber: subsequent subsections

5. Page 5, line 2,

Following: "6."
Strike: "Offer"
Insert: "Notice"

6. Page 5, line 3.

Following: "for"

Insert: “certain"

Following: "({(1)"

Strike: "Before"

Insert: "Except as provided in subsection (2), before"

7. Page 5, line 6.

Following: '"shall"
Strike: "offer"
Insert: "allow"

8. Page 5, line 7.
Following: 1line 6

Strike: "land to the"

Following: '"board"

Strike: "for the same price at which the owner has 51gned a
contract for sale."

Insert: "to make an offer to purchase the land.  No owner is

required to sell his land to the board."”

9. Page 5, line 8.
Following: 1line 8
Insert: " (2) Agricultural land sold to a spouse or children or

sold in a family-sized unit to a natural person who is an American

citizen or to a corporation having fewer than 10 American stock-
holders is not required to notify the board of the sale.”
Renumber: subsequent subsections

10. Page 5, line 24,

Following: "to"
Strike: ‘"purchase"
Insert: "make an offer for"

11. Page 6, line 2.
Following: '"days"
Insert: "offer to"
Following: "land"
Strike: "at the same price at which the owner is prepared to sign
a contract"

12. Page 6, line 9.

Following: " (c)"
Strike: subsection (c) in its entirety
Insert: "The board's proposed purchase price does not exceed the

fair market price."
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13, Page 6, line 25.

Following: "decides"

Insert: "to offer a matching bid"
Following: "purchase"

Strike: "offered"

14. Page 7, line 1.
Following: "improvements"
Insert: "and the bid is accepted”

15. Page 7, line 11.

Fellowing: line 11

Insert: "(3) The board may purchase personal property only if:
(a) the land cannot be acquired separately from the personal property;
(b) the board unanimously approves the purchase of the personal
property.

(4) Any personal property purchased by the board shall be
offered for sale to applicants for homestead land and then,
if unsold, to the public by auction.”

l16. Page 7, line 23.

Following: "citizens"

Insert: "of any age who agrees in writing to operate homestead
land as a full-time occupation”

17. Page 7, line 24,
Following: ‘"“establish"
Insert: ": (a)”

18. Page 7, line 24,

Following: "soliciting"”
Strike: "and evaluating"

19. Page 8, line 1.

Following: "land"
Strike: "."
Insert: "; and

(b) a point system for evaluating the applicants, considering
the following criteria:

(i) the applicant's net worth, which may not exceed $100,000;
(ii) the applicant's projected annual income from operating

the homestead land, which shall range between $10,000 and
$18,000 a year;

(iii) the applicant's access to livestock and machinery;

(iv) the applicant's inability to secure financing for purchase
of agricultural land from other sources;

(v) the applicant’'s training and experience in agriculture;

(vi) the applicant's prospects for succeeding in an agricultural
operation on the homestead land to be leased; and

(vii) any other factors it may prescribe.”
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20. Page 9, line 5.

Following: "exceed"
Strike: "7"
Insert:; "5"

21. Page 9, line 8. 7

Follwoing: "amount" |
Strike: ‘"sufficient to pay the costs of the debt incurred”
Insert: "to be determined by the board, upon the advice

of the council, and not exceeding 20% of the annual
estimated gross income generated by the operation of homestead
land"” ]

22. Page 10, line 24,

Following: 1line 24

Strike: "or a practice developed for that area under super-
vision of any governmental agricultural service agency"

23. Page 13, line 22,

Following: "a"
Strike: "7"
Insert: "5"

24, Page 15, line 13,

Following: "within"
Strike: "60"
Insert: ™40"

25, Page 15, line 18,

Follwoing: 1line 18

Insert: "Section 25, THERE IS A NEW MCA SECTICN THAT READS:
Second loan program. (1) The board may, upon application by
a borrower under its loan program and upon the advice of the
council, enter into a second loan agreement with a borrower
for an annual payment equal to 4% of the outstanding balance
due each year for 5 years on a loan agreement signed under
the provisions of [section 24]., The board may, upon the
recommendation of the ccuncil, extend the second loan for another
5 years, but it may not renew the second loan after this period.
Interest on the amount of the locan shall be at the board's bond
rate plus administrative expenses.

(2) The second loan becomes payable:
(a) in installments to commence 20 years after the initial
purchase of homestead land; or

(b) immediately and in full upon the sale of homestead land.

Section 26, THERE IS A NEW MCA SECTION THAT READS:

Prepayment penalties. (1) If an owner of homestead land who

has secured a loan from the board under the program created

in [section 24] sells his homestead land to any person, firm,

or corporation other than his spouse or children, he is liable
for a prepayment penalty, to be calculated as follows:
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(a) divided by the total length of the loan agreement is
multiplied by the capital gain realized from the sale of
homestead land; and

(b) this product is multiplied by the number of years re-
maining in the loan agreement on the date of sale,.

(2) If an owner of homestead land continues his ownership

of the land but wishes to make a payment in any year in

excess of his scheduled loan payment exceeding 10% of the total
purchase price of the homestead land, he is liable for a
prepayment penalty, calculated as follows:

(a) the interest on the entire amount of the loan agreement
from the date the agreement was signed until its termination

is recomputed at an interest rate 2% above the federal
.discount rate; '

(b) any interest already paid on the loan is subtracted; and

(c) the difference is added to the balance due and is payable
in regular installments."
Renumber: subsequent subsections

26. Page 25, line 3.

Following: line 3

Insert: "Section 45. THERE IS A NEW MCA SECTION WHICH READS:
Legislative review required. The homestead land program
shall be reviewed by the legislature at the third legislative
session following the first sale of bonds under the provision
of [section 27] to determine whether the program should continue.
However, any existing commitments incurred by the board are
not affected by this review."
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By SHAUN BIGGINS
srd JEANNMIE CROSS
Gazettz State Barvas

~-As the owner of The Shining Mountains land develcp-
ment near Ennis, Pann Mallas has seen buyers come and
in his .

go. Bt there 2re some who remain firmly fixed
‘memory, . .

. ""There was this che
In a trailer and was dressed in a dimestore cowboy outfit —

- if a rancher had seen him, be'd bave izoghed him out of, -

T

- state. He said ke was buying ranches for some Germans.”
"7 Mallas coulen’t help him; he sells ouly five to 30-acre
_ parcels, designed for retirement and

4

I 7 &
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Mary of those spproached are strongly opposed to :he
idea of alien gwnership, - v T oL wew el
. Gne such perzon;i)s Mrs. Joyee Robingon of Chateau. A
Canadizan came to ber spread last July and offered to buy it
without even locking it over. “He said he knew evervthin
about it, down to ihe last blade of grass,” she recalis, Ex{%
she and her children wouldn't sefl despite the “large offer™

& made, - : ;
’ An active member of the American Agricultural Move- -
ment, Mrs, Robinson says she and her AAM cg‘nefgues are
“trying o prevent this vsluable land, tms"U: cf A from
beirg sold to West Germans and Japanese.” They want to
preserve the family farm. eI .

“When you own the land, you own the crmptry, ske .

S

fellow,” Mallas recalls. "He came

efate's ranchers and farmers aithough some, like John

- cently - to  predominantly f«;}-reigr;-contml‘aed

a ..
e
]

:
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Mallas alen couldn’t help the carload of Fest Germans

— “They were, indesd, in a Marcedes Benz— that showng
- p at s office i ancther day. Mailas explained to ther, |
az he had 15 the rhinestone cowboy who preceded them;
that he just cidn't have the kind of acreage they were inter-
esied in, - _ : N
But a3 they talked, ke learned that the
" Bewn from Germany to San Francises, then rented the luz-
*ery car to take 2 lelsurely {our of the U.S. in sesrch of land
- Investmoents. They planned, they told Mallas, to end their o
" ripsome weaks later in Florida.. © 0= T
’ Mzlias ig only one of many Montznans approached in -
the last few yesrs by siiens or their reprezantatives geeking
- prime agricvilzretiand in Big Sky Coundry. S Y

goup had -

.
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© Mrs. Hobinscn's sentiments gre common among the

Morze of Beaverhead County, ok oreign im?s%ment o ..
vides great benefits for local economies and will bocst nd‘
values while keeping farmsingroduction. =~ 0 ‘
The Guzelte State Burcau bas leamned in a siz-month -,
investigation that encounters ‘with gllen represstiiatives
have octurred in a¢ least six Montana countles duting the-
last year. In addition, some 100,600 2cres of prime -
ranchland in Montana and Wyoming hkave been zold re- .-
investment ... -
firms. T )

" (More oa Lands, ?sgé iZA)

o

Bflonday -
korli3, 1878 7

Biliings, Montana 89108 .'f’.'.
€3rd Year, No. 336 (0
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Although the acreage sold
Is only a minute percentage
of Montana’s wc 000,000 acres
of privately owned land,
aliens are eyeing the 85&:-
der as it becomes available.
I‘'urthermore they are willing
{n pay $3¢0Q end more an acre
to get it. ¢

“If you want to sell for-
- eign, you can scll all you can
-~ find,"” one Missoula real es-
tate broker told The ouua:m
State Burcau. . . . .

" One flrmm which wants to
gell foreign I8 Hall and Hall
Tealty in Billings. They have
-advertised their services ln /
- the International Herald-
Tribune, a Paris-based news-

paper with n:nc—u:ou

58:&55 MEovn.

i The agency has & mnanb_
. division that specializes’in”
alien land investment and,
gccosding to one source acﬁ.
to the firm, has worked hand-
in-glove with the Nortbern
Trust Co. of Chicago ~ re-
puted by national medin'fo
be & major conduit through
which  foreign money ac-.
aE:uc,m Q.:E ETR R

Hall .,:a :...: is =.: :5
only Montapa firin adverts- )
log in Burope. Morse Land.
. Co. of Absarckee has been in

- the international market for
¥+ 15 years and advertises its.
< services. in several Buropean
papers, including the Frank-
furter: »:mmﬁi:a ﬂ Ger-

e e e e =

I3

P T

One Montana broker ex-
plained that other {irms prob-
ably wiil {ollow these compa-
nies' Jeads.

“it (selling abroad) is nec-
essary,”” he told tie State
Bureau. “"An agency has an

¢ obligation to its clients o ob-
fain the best possible price
. for land and if the client
. wants to keep the land in one
piece, we have to look for a
, buyer that will keep it to-
mm:_mr

) m.o_.m_nz buyers have the

_mouey to US and pay the
"best price,” he explained,
“Most Montana ranchers
can't pay as much — and
wouldn't if they could.”

“The alternative to ER?A

scale corporation and foreign
millionaire investment s sub-
divisien,' the broker said.
, “Most Americans want o
" quick return oa their invest-
~ ment, and they're not going
to be happy with the three or
* four percent from ranching.

That's why they subdivide, :

But most of the foreign buy-

+ ers are people whose wealth
has been based in land and
that's where they want to,
keep it. They don't care
about high returns; they're

. comfortable ?.A otﬂ:ﬁ Sa
E-Q " P -

it .

T w_: another broker whe
specializes in international
market, disagreed with his

. competitor: “I bad an order

for $300 million in land from

& Greek I spoke with in Ge--

neva,’” he told The Gazette

State Burcau. “He wanted {o

.~ a 27 percent return on his in-’
vestment. Ranching can’t do
it. I told him he’d have 3
E& gm::neﬁ.em: o .

get into reachiing but wanted k

e e e

¢
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There's no question that
* - foreign investment is a sel-
ters’ market. Inquirics out-
number available properties
by a 100-to-1 margin, accord-
ing to a Big Timber broker
who says he sé_: amm_ 55
aliens. .. ...-.u . -

. But in some cases, land
, ~ purchases by aliens have not
resulted in the hoped-for
rofits. A case in poinl: Fair

’lew Ranches, Inc. near Har-
lowton. The ranch was put

together from’ smaller’

ranches purchased {rom local
owners about three years ago
i by a group with West Ger-
man noanonngu. N

e

>2oa—=m to area resi-

nm:ﬁ. the Investors pumiped’

a lot of money into the opera-
tlon and ‘also lost a lot of it..
One rancher, who bought &
portion of Falf View when
the alien owners.sold out,
said he wasn't -EEE&

. :.:._nw @._,o: resident

d  aliens) can't compete with,

¢ people who-are willing to

®  work 14 to I5 hours a day for -

~ peanuts. If this country
. would allow & lamily farmer
t  to make an honest living
farms !o:E ucww ?E:u.
. U:E. ;

- u»
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WITH AFFILIATED CHAPTERS THROUGHOUT THE STATE éf/ Q%
o G NA
P.O. BOX 423 - HELENA MONTANA S3601 / 8 R G
i ST Y TN
- E Y2 J o Feh
g # INFORMAT!ON
Ballzntine, «ontana. C/ub
Feb. 1;3} .Ldr?s) v
To: Thne YMembers of The Senate Taxation Committee: ‘

Mr. Chairman, members of the Commnittee, I am Chas.s.Banderob of
Ballantine, dontana, I am president of The Mentzna Senior Citizen's 1
Association.

A greater number of The Senior Citizens through out ldontana who
are involved in agriculture, are becomming more and more concerned,
about how they cam sell their land to young farmers, or make it
available to young farmers, under terms and conditlons, where by the
young farmers have a reasonable fair chance of being able to get in-
to farming, will be able to aguire land to stay in farming, be able
to meet all the high cost of opgorating the farm, and maxe the prin-
cipel and interest payments, and not be gobbled up by large corgpgora- ]

tions. :
We there fore feel that Senate Bill 2453 is by far the best approa-
ch to meet this need.

There fore The Montana Senior Citizens Association, and The Yellow-
stone County Farmers UnLOn, do strongly zask that The Senate Committee
on Taxetion, give SB 248 a strong DO PASE vote. q

/

('/luw.“¢~/f~-lufffﬁh-{? !
Chas.A.Banderob. Pres.
Hlontans Henior Citizens Asgocliation.

Signed: Yours Truly,

Legislative Chairman of Yellowstons County 1
Farmers Union.
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FARMER PROGRAMS FUNDING AND INTEREST RATES FOR FY 1979

FARM OWNERSHIP

Montana's aliocation is $13 million

75

FmHA Loan Limit is $200,000

"Total Indebtedness 1imit - none, only limited by

market value of security and debt repayment.

Interest rate - Reqular FQO: 8% percent

Interest rate - Limited Resource Borrowers:
First 3 years, 3%. . .then interest goes up to 5%
and at end of 5th year and every two years thereafter,
Toan is reviewed and interest will continue at least
at 5% and if borrower is able up to his ability to
pay but no greater than the current interest rate. The
current rate can be no greater than the cost of money
to the government + 1%.

Maximum repayment term - 40 years

so far this fiscal year, 13 FO loans totaling $1,650,000 have been approved
for limited resource applicants. Nearly all of these loans invoived young

beginning farmers.

OPERATING LOANS

Montana's allocation is $8,500,000
FmHA loan limit - $100,000
Interest rate on regular is 84%%

Interest rate for limited resource borrowers:

5% for 3 years from the date of the initial loan. The
interest rate will be reviewed at the end of this period
and every two years thereafter to determine the rate to
be charged. The rate may increase in increments of whole
numbers to the current rate for non-limited resource
borrowers.

Maximum repayment terms - generally 7 years

So far this fiscal year 9 OL's totaling $520,000 have been approved for
1imited resource applicants. Most of these have been to young beginning

farmers.



DEFINITION OF A LIMITED RESOURCE APPLICANT: é;-
An applicant who is a farmer or rancher and is an operator of a small or o
family farm (a small farm is a marginal family farm) including a new

operator, with a Tow income who demonstrates a need to maximize farm or ranch
income. A Timited resource applicant must meet the eligibility requirements

for a farm ownership or operating loan but, due to low income, cannot pay

the regular interest rate on such loans. Due to the complex nature of the
problems facing this applicant, special help will be needed and more

supervisory assistance will be required to assure reasonable prospects for
success. The applicant may face such problems as underdeveloped managerial
ability, limited education, Tow producing farm due to lack of development

or improved production practices and other related factors. The applicant

will not have nor expect to obtain, without the special help and Tow interest

loan, the income needed to have a reasonable standard of 1iving when compared (

to othér residents of the community.
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Legislative report
CA working for passage
of family tarm security program

+at state, national level

scholarship winners

ue Shileld investigation
Doctor dominated boards
may lead to higher medical costs

Opinion

Farm security program

in agriculture’s best interest

Country wife

Pat Leimbach’s rural humor column

Rural recipes

Estate Tex planning

Cousumer tips

- Buying Medicare supplements
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