MINUTES OF THE MEETING
AGRICULTURE, LIVESTOCK & IRRIGATION
MONTANA STATE SENATE

March 2, 19789

The twenty-first meeting of the Agriculture, Livestock
and Irrigation Committee was called to order on the above
date in Room 415 of the State Capitol Building by Chairman
Galt at 1:00 p.m.

ROLL CALL: All members were present. Senator Hager
present at 1:30:

The witnesses that were present are attached.

CONSIDERATION OF HOUSE BILL 590: Representative Manuel,
district 11, had introduced this bill at the request of the
Department of Agriculture. This bill deals with the whare-
housing of beans, bees and nurserymen.

Mr. Roy Bjornson, Department of Agriculture, said the
bill would increase fees for licensing. This request came from
the Department of Administration. They wanted the department
to look at all fees and adjust them so that the fees would
be more appropriate in relation to the revenue that they
receive and the revenue they expend.

OPPONENT -~ Mr. Don Foster, operator of a bee apiary in
Central Montana opposed the bill. He said he was not opposed
to adjusting fees to a reasonable basis. Two years ago the

fees were raised from $25 to $75 and now they want to raise
them to $200. The beekeepers were not opposed to the increase
two years ago but felt the proposed raise was not equitable.

Representative Manuel in closing said this raise is
needed to offset the money coming out of the general fund for
the administration of the prcgram.

During questionning by the committee Gordon McOmber said
the purpose of the bill is to protect the bee industry. The
department sends people out to inspect bees that come into
the state. At the present the licensing and registration brings
in only abhout $5000. The proposed fee would still not bring
in the necessary money for the administration of the program.

CONSIDERATION OF HOUSE BILL 251: This bill had been heard
at the previous meeting, but the committee wanted some input
from the Health Department. Mr. Vern Sloulin from the Health
Department said that when it comes to the labelling of meat
he felt this was the Livestock Sanitary Boards job. The federal
states that the Department of Health shall not get involved.
Federal law preempts state law. They try to respond to complaint
He felt the Health Department was enforcing the law to a
certain degree.

Senator Kolstad moved that on page 1, line 24 after the
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word "who" insert "knowingly". Motion carried. Senator
Aklestad voting No. Senator Hager absent.

CONSIDERATION OF HOUSE BILL 489: Representative Bengston
from district #59, had introduced this bill at the request
of some of her constituents. The development of subdivisions
are causing many irrigation districts problems. This bill
allows them some flexibility in charging rates. At the present
time the rates are not high enough to cover the cost of
delivery and maintenance. This changes the rates from a
minimum of $5 to a maximum of $25. If they are not allowed
to raise them the irrigation district may cease to exist. If
a tract of land within a district is not able to get water
they would pay only $5.

Ken Finley, Lockwood Irrigation District, said when the
law was enacted there were not many subdivision developments.
The maximum fee under this bill would be $25 a year.

R. A. Ellis, from Helena Valley Irrigation District,
said they supported the bill.

There were no opponents.

During discussion Representaltive Bengston said the reason
for the $5 minimum on land that couldn't receive water was that
they are still in the district and irrigation is still avail-
able.

DISPOSITION OF HOUSE BILL 489: Senator Boylan moved that
Hougse Bill 489 BE CONCURRED IN. Motion carried. Senator Hager
absent. Senator Boylan will carry the bill.

CONSIDERATION OF HOUSE BILL 278: Les Graham from the
Department of Livestock, said the bill had been introduced at
the request of the department. It excludes from the change of
ownership inspection a family ranching entity. If the live-
stock remains on the premises no insgspection would be needed.

DISPOSITION OF HOUSE BILL 278: Senatoxr Nelson moved that
House Bill 278 BE CONCURRED IN. Motion carried. Senator
Nelson will carry the bill.

Senator Hager was present at this time.

CONSIDERATION OF HOUSE BILL 101: Representative Vincent,
district #78 had introduced this bill. He submitted to the
committee several articles on aliens buying agricultural land.
attachment #1. He stated that we do not know a great deal about
foreign land ownership in the state. There are about 200,000
acres owned by non-resident aliens. He stated that there was
a difference between alien and non-resident alien. An alien
might not be a U.S. citizen but lives in the U.S. A non-
resident alien is a person living outstide of the U.S. He
felt if the rate of foreign land ownership increased at a rapid
pace the economical and political control of Montana could be
in jeopardy. It could create problems for the ranchers and
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farmers who want to buy land buy the foreigners would be willin
to pay a higher price. This could drive the local rancher

out of competition. There are currently 8 states that have a
similar law and 2 other states are considering it at this time.
A non-resident alien could own 5 acres or less and any non-
resident alien could lease land up to 10 years. This bill would
not effect the alien now owning land. Representative Vincent
said many people feel there could be a constitutional problem

in the bill, because people may not be able to dispose of their
land the way they would like. There has never been a court case
cn this law.

[

Representative Jay Fabrega, supported the bill. He felt
the buying of this land by the aliens could have a definite
affect on the economy.

Terry Murphy, representing the NFO, said they were concerned
about foreign ownership . However, on a state level they have
not been able to take a position as far as the specifics in
House Bill 10l1. He read part of the NFO's policy that was
adopted at their convention. It stated in part that they would
support legislation that try to curtail conglomerates and large
corporations.

OPPONENTS :

Bill Britzius, Montana Association of Realtors, presented
testimony which is attached, exhibit #2. They also felt the
owner of property should be able to sell to whomever they
wanted. They supported the free enterprise system entirely.

Tom Harrision, Shell 0il Co., submitted a proposed
amendment, attachment #3. The intent of the bill is to not
include Shell 0il Co. within the bill. Shell 0il is a major ‘
producer in Montana and they want to make sure they can still
operate in Montana. He asked the committee to take action
on the amendment before taking any type of action on the bhill. '

Mons Tegien, Montana Stockgrowers and Woolgrowers, and
also the Montana Cattlemen's Association, said they felt the !
bill was much to restrictive at this point in time. He said
that House Bill 429 a related bill was much more equitable.
House Bill 101 does away with the right of an individual to
dispose of his land the way he sees fit and is an erosicn of 1
the rights of our citizens. He felt we should find out how
bad the problem 1s and then do something about it if there is \
indeed a problem.

Don Allan, Montana Petroleum Assoc., felt the problem
had been blown ocut of proportion. He also asked the committee
to adopt the proposed amendment submitted by Shell 0il Co.

Zack Stevens, Montana Farm Bureau and also speaking for
the Agriculture Preservation Association, opposed the bill.
They do favor the reporting system. At a convention of theirs.
last summer 90% of the people were not in favor of a bill like ‘

+hic.
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The people do not want to be told what to do with their

property. He felt the foreign ownership in Montana was almost
nill.

Pat Stewart, Montana Coal Council, asked the committee
to adopt the proposed amendment.

Tom Honzel, Montana Railraod Association, felt this bill
could cause a constitutional guestion. He felt the term
"resident" was defined vaguely. A supreme court ruling said
that one right the citizens have is to dispose of his property.

Senator Hager, district #30, said the passage of this
bill would be limiting who you sould sell your property to.
He cited a case in Colorado then in a short time the land was
sold back to a U.S. resident.

Alice Fryslie, Montana Cattlemen's Association, felt we
should remember that our forefathers were non-resident aliens
when they came to this country.

Representative Vincent in closing asked the committee
to seriously consider the consequences of large alien, land
ownerships in the state. 1In response to the constitutional
guestion he said that in the other states where this is a law
there has been no litigation.

During disucssion Sen. Graham felt there could be a
retaliation by the foreign countries if a bill like this was
passed. Senator Kolstad felt this bill was discriminating
against the farming industry.

DISPOSITION OF HOUSE BILL 577: Senator Nelson had
vorked with the people that had been opposed to this bill and
submitted an amendment, see committee report. Senator Nelson
moved the proposed amendments . Motion carried.

Senator Nelson moved that House Bill 577 BE CONCURRED
IN AS AMENDED. Motion carried.

Senator Nelson will carry the bill on the floor.

iy %///

SENK';OR JACK E. GALT, Chairman
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ROLL CALL

AGRICULTURE COMMITTLEE

46th LECISLATIVE SESSION -~ 1979

NAME PRESENT ABSENT EXCUSED

SEN. KOLSTAD

SEN. AKLESTAD
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SEN. BOYLAN e
&

SEN. CONOVER

SEN. GRAHAM

SEN. HAGER )30
SEN. NELSON &
SEN. GALT, Chailrman &¢f/

Each Day Attach to Minutes.
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Foreign Investor

s Find Plush

.

Haven In U. 5. Agriculture

NEW YORK, N.Y.~-Farting,
which in recent years has
become big business, is also
lately becoming a plush haven
for forcign investors, according
to Saturday Review.

In a report in the October 15
issue, writer Christopher H.
Stern deseribes the “invasion of
America’s heartland™ by foreign
interests ranging from German
industrialists to Italian clerpy-
men to Argentinidn bankers.

Purchasing Land

Althave one thing in common:
they, ltke nany others around
the world, are husily purchasing
prime farm acreage throughout
the country.

crn netes that the true extent
the foreipn owncership is dif-
ficult to pin down, because public
records are kept at county levels,
and are, thercfore, difficult to
catalog, and because the devices
used by the foreipn investors are
usually atmed at hiding their
1dentity.

Stern cites this example:

“In one deal for a 2,300-acre
Kansas farm, an unnamed West
German investor contacted 2
Canadian realty firm, which
contacted a Wyoming hroker,
wwhe contacted a Chleago bank,
which employed a statewide
Kansas broker, who in turn found
a local broker.”

.

And he quotes the head of an
investment firm who says of the
tangle of interinediaries:

“Tenyears apn, a guy sitling in
Frankfurt would've had trouble
making a buy in total sccrecy.
Now it's o snap of the fingers.”

Larpe Puechases

A few acquisitions have
received publicity:  Prince
Lichenstein's 10,000-acre farm in
Texas's Red Hiver area; the
Bueoni’s 12,000-acie Norrvis Farm
in Mlineis; the Melternich’s 2,135
acres in Towa; and the Japancse
Kikamoe farm in Wiscansin.

Viewed apyainst the 340-million
acres of Amecerican farmiand,
these purchases are not limited
to farmiand. Overseas investors
own 2-nillion acres of forest land
here, hundreds of thousands of
acres of coal and ranch lands,
and a sizable amount of urhan
land.

Stern writes that big dollars
are involved. Just one company,
Amrex Corporation, based in San
Francisco reports that:

L. In 1977 1t will sell $260 million
worth of farniland to an assort-
ment of Ttalian, Swiss, Belgian,
West German and French in-
vestors; .

2. It receives 100 inquiries a
day from interested foreigners;

3. At this time one of the
world's bipgest banks and one of
the biggest investmicnl houses
arc standing by with 30 billion ot
forcign capital to invest in far-
mland,

Iuflation Hedge

Because the land purchases
offer a hedye apainst inflation,
forcign investors are lured.(n.
these purchases in cver-growing
numbers. Once purchased, the
forcigners typically retain an

independent  manapement  ser-
vice, who etaploy area farmers
to operate the farms.

Evidence of the continued

prowth of overseas investment is
ovidenced by sentiment in states
lilke Avizona for easing laws that
prohubit foreipn ownership of
land, and by recal estate com-
panics now preparing to enter the
market.
Petrochemicnl Dollars
Most recently, according to

Stern, the first feclers from
Middle Eastern holders of

petrochemical dollars has been
detected,

“in a few decades of har-
vesting, if no lunit is assigned,
forcitzn “investinent in U. S,
farmiand could cclipse American
ownership. Then  American
apriculture, the nation's sinple
preatest soucce of power, would
pass from the hands of American
citizens,” said Stern.
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Y WATERFIELD
D.C. A new

By LARR
WASHINGTON,
Igovemment study rel
reports that 805,000 acres of U.S.
farmland ware boudht
vestors during a recent 18- month
er‘nd with aimest ha
chases concentrated in seven Sun Belt

states-stretching from Texas to South

Carolina. . : .
The study was included in a report on

oreign investment in the United States’
agricultural land compiled by the
Fenale Agriculture Committee under
ne direction of itz chairman,
man Talmadge, D.-Ga. Tal mdr‘ge said
1e land purchases by forel 'ut:I‘S turned
'9 in the 1atcst study were
ant amount by any standard.

(3

The study, conducted for Talmadge's

Tiliee by an agency of the U.S.
artment of Agriculture (USDA)
Mrd the U.S. Extension Service,
surveyed farmland transfers ia every
unty in the naticn during a period
'}m Jan. 1, 1977 through JLne 30, 1978.
Tne 825,000 acres identified as purchas-
ed by foreigners amounted to only .08
‘reent of total U.S. sgricultural land,
't accounted for 2,25 peccent of all

yrmland sales during the pericd.
THE P
"es to foreign investment and inter
s highest in Vermont, where 20 per-
cent of 2l lang wern to
arejgners. Szcond  hizhest was in
Wlorgia, where sales to {oreigners ac-

hinted for 13 percent of the mml
The tive stam with the most acreage

‘chased by {ureigrers were Oregon,

ransfers

(00; Texas, 93,441, Georaia, 57,0600,
x ®.isiana, 34,090 and Arkansas, 43,000,
A single purchase in Oregon invelved
re than 125,000 acres. While farm-
pur"rm" by foreigners were
cntified in every state except eight,
the study disclosed heaviest adwﬁy in
L South and Southeast, with signfi-
~M concentration in several other

[y
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" Seven Sun Belt states — Texas, Loui-
siana, Arkansas, Florida, Mississippi,
Georgia and South Carolina — -

purchased, and 20 states accounted for
almost %0 percent of the total.

The study found that foreign pur-
chases, on the average, involved larger
tracts of farmland than domestic pur-
chases. But it found no significant rela-
tionship belween the price of farmland
and concentration of foreign acqui-
sitions in individual states.

On an annual basis, the agriculture
department study indicated that cur-
ren’ly American farmland is passing
uncer foreign ownership at arate in ex
cess of 560,000 acres per year, Th.

" department estimated that 25 miilion

ac-
counted for 42 percent of the acreage™

Lion

:Vafzw Incentive

§ )wﬁvm}? i |

'OWUGI‘S‘Ip of aancultual land by

aliens. It also costains discussions by ;
several academic agricultural;]
economists of diverse viewpoints on/

economic, sacial, acd philosophic im~f
phcatxons of farm.lana omerbmp by.
foreigners. .

Alsoincluded i« a cor“pcndmm of ex- )
isting federai and state laws relating ta;
alicn property rights and restrictions in :
the United States, and lega! restrictions }
that other nations place on foreign |
ownership of their agriculiural lands. |

TALMADGE SAID many cbservers
believed the trend
ownership of U.S. agricultural fand will

- Increase “'as more foreigners hecame

acres ‘of agricultural land . changes -

hands each year.

THS USDA STUDY was based on

“separate surveys by the Agricultural

Stabilization and Conservation Service
and the agricuilural extension services
in each state. The result of the two
surveys were consolidated by depart-
ment acalysts into a single study for in-
clusion in the report of the Senate
culture Committee, ,

The 232-page report, which Talmadge
‘unique and historic,” is the
result of a year-long inquiry stemming
largely from complaints by farmers in
many parts of the pation of unusual ac-
tivity by foreign investors in U.S.
farmiand. '

“This is the first time information
has beea eblained (rom every county in
the natinn concerning foreign invest-
ment in American agricultural land,”
Tal ma(’;e wrote in an introduction to
the report.

In addition lo the USDA study, the
report contained an array of back-
ground informatioa on farmland owner-
ship by foreigners, including consti-
tutioral, international treaty, tax and
other questinas involved in federal and
state regulation of purchases and

ngr!‘

aware of the financial benefits -of
investment in American farmlond.”-
--Because- of the rapid increase in
prices, Talmadge said, {armland in the
United - States has heccme more
valuable as aninvestment asset than as
aproauctive asset,

Since 1970, Talmadee said, farmlacd
values have doubled, and in some
cases, tripied. The past Seven years,
capit aI gain associated with ‘ncreasvd
farmiand values amounted to &
hillion, while income of farmland
owners — including rents paid to non- .
cperator 1cnulords — nmounted to $202
billion. :

Talmadge said his senate committee

would continue lo monlior develop-
m»nts in - farmiand  acquisition by
foreigners” He noted that additional
data would be forthcoming during the
lat{er partof this year under legislation
he sponsored in 1973 requiring
foreigners lo report their hoidings to
the Secretary of Agriculture,

The Georgia senator said that many
questions remained unanswered con-
cerning foreign ownership of American
formiand, among them Lhe effects on
farmland prices and the liability of
rural communilies, in the future of the
family (arm system.

toward foreign ‘\
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The fat's in the fire on this question
and farm interests, lawmakers and officials

demand answers

¥ Almost all experts on farmiand in
this country agree that far moere for-
eizners are buying Amencan farm-
land than there have been for a long
time. More disturbing than that, they

Talso ﬂ"rcc that no one knows for sure
how muah land foreigners are buying
and where it is located,

Estimates are wild. rauging from
under 1% of foreign 0‘)"‘cr<hxo of
farmland uncovered by the Cergmi
Accouating Office (GAO). in a recent
study 0(25 counties. 1o over 40% esti-
mated on the West Coast.

Depending on whose  estimates
you believe, rzactions to the facts ar
even wilder. Over hull the state fegis-
latures have made some effort 1o
monitor foreign ownership or bar it

atirelv. Four bills have been
introduced tn Congress since
March to require foreigners o
register  purchises with  the
Secretary of Agriculture. and
the GAQO has recommended
that foreign land buyers be re-
quired to registar, just as resi-
dent aliens are required to do
each year.

All this excitement about
forcign ownzrship of farmland s
tronic in some respects. USDA has
had a plaa on the books for a feusi-
bility study of ways to obtain natien-
wide fand ownership dats for some
time. But the study hisa’t getien oft
the ground because Congress had not
by mid-June appropriated the neces-
sary funds for it

Au\mllv no rew legisiation s read-
ly neuhd at this point to at fzast
close the information gap on foreign
investment i US farmland.

“All of the authonty and machin-
ery for Ginding out what we wuant o
know is in place rght now™ says
George R Fruer chief International

Investinent Division, U.S. Depart-

ment of Commerce (USDC). In fact,

AR NT 1T

his office has two proposed survey
forms in the warks now that will go
out this year and aext

The authority to find out what for-
eigners awn, where and how much
was authorized in the International
Investment Survey Act of 1974, This
gives the Presideat authority includ-
ing mandatory repocting  require-
ments backed up by civil and crimi-
nal penalties for farlure to respond.

If this is so. you may wonder why
so many powerful  people  are
alarmed. There are several reasons:
1. USDC surveys don't go far enough
for some wha are concerned. USDC
will require no reporting by buyers
of less than 200 acres, as of now,
2. It is very difficult to track land

deals. “Our knowledge of foreign
ownerst'p is skimpy and ursatisfac-
tory,” admits Milton A Berger, di-
rector of USDC's Otfice of Foreign
fnvestment. The reasons are many —
secrecy in real estate deals, use of in-
termeduaries and nominal owners.

Commerce offictals concede that

even when survess ga out. they may
not get reports from all foreign buy-
ers. unless the mandatary require-
ments and penaliies are publicized

3. Foreign interest in farmland is ex-
tremely Q‘I"C(lvc Where il is concen-
trated 1t s alarming.

For example. the Nebraska secre-
tary of state rtpur(s no fur ign lind
ownership in s state. Buti's fac dif-
fercnt ehuuhuc.

The GAO study which found less
than 1% foreign ownership, turned
up a concentration in one Georgia
county that jarred Sen. Herman Tal-

madge (D.. Ga). who originally re-
quested the investigation, “When 6%

[ the agricuhwral land of a single
county in my slate goes under for-
eign ownership, I say we have 2a
problem.” he declared.

Congressman John Krebs (D, Cal-
if.) 15 even more agitated. “Some real
estate people now estimate 40%
more of their sales are being made to
foreigners.”™ he recently told a House
subrommitice.

“In Califognia, foreign interests
have purchuased property  several
handred dollars per acre above

murket value, sometimes up to
50% abave the markel price.”

“In California, foreign interests have he added.
purchased property at prices up to
50% above market price. .. A for-
eion investment fund of S100 miltion
could buy 41% of 21l California land
selling in one year.”

Colummst Jack Anderson
has fanned the flames of con-
cern on the foreign issue citing
examples that sound eerie if
not ilegal.

“International  investment
capital 15 presently being fun-
neled into the purchase of U.S.

farmlands at a flow unequalled since
the turn of the century” he declares.

*fn Hillsdale, Mich.” for example,
“650 acres of small fumily furms
were purchased by a Netherlands
Antilles agunt representung other un-
known foreign investors. The agent
then lobbied the local county council
to rezone the land for residential Je-
velopment so 350 high-priced subur-
bun housing units could be buih.

“In Albuquerque. N.M . a Pana-
manian corporation bought 3.000
acres. then handed over Ih deed of
sale to Genaeva bankers who. in tirrn.
Teased the farm to a Swiss firm.™

Lawmakers on the federal and
state levels are pressing for action.

—Roe C. Black
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WASHINGTON — Foreign investors
are buying American farmlands and
Congress is scrambling to figure out
what to do about it.

Purchases of U.S. farmiand by foreign

~interests Mfare of national concern and
raise serious questions of national
policy,”" says Senate Agriculture
Comumittee chairman Herman E.
Talmadge (D, Ga),

The Agriculiure Departinent
estimates that farmland valued at about
s126 million was sold to foreipn investors
lust year, less than 1 percent of the
annual value of farmland saies in the
nation,

According to a recent General
Accounting Office report, only 25 states
have any regulations on  these
purchases. Amoung those laws "“there are
somany dilferent provisions, exceptions
and stipulations that cven classifying
the laws into general calegories is
difficult,"" the report says.

Five bills crealing new regulations for
the purchase of farms by f{oreigners
were introduced in the House recently.

One of the bills, introduced by Rep.
Johin 8. Breckinridge (D, Ky.), would go
further than the rest by placing a total
prohibition "ont {orcign ownership of
American agricultural lands.

The four other bills, including one by

Hep. Charles K. Grassley (K, Towa),
would  require  repistration of  land
purchases by forcipners with the

Apricutlure Department.

The Senate Agricuiture Commitleg,
meanwhile s studyving the limits placed
on regrlating such forcipn purchases by
the Consditution, says William M. Bales,
press secretary for the committee,

All five bills and the Senate
committee's study are aimed at finding

oul how much f(armland already s
owned by aliens, say Conyressional

50UCCES

_apgregate
“ownership of U.S. real estate.”

)i é"‘/ .

NMOMTAN

. " -
Oy rareign

puzzles Congre

The restrictions are nccessary

because forcign ownership of {armlands

may be driving up the prices of the land,

says Michael Mishoe, a legisiative
assistaat to Grassley
“A lot of these people are nm

interested in making money on the
land,” Mishoe says. “To them, it is just
a real estate investinent,

"1t could happen that some guy who
owns a farm couldn’t make it werk and
be forced to scll it. He might end up a
sharecropper for some foreign
investor.”

A General Accounting office repert
recently reviewed the amount of
American farmland that is already
owned by foreign interests. The
preliminary  report, which surveved
forcign land ownership is only 25
countics in {ive states, showed 44,700
acres, or .3 of one percent of the
farmland in  those countics, under
foreign ownership.

One Georgia counly had 6.3 percent of
its farmland in foreign hands.

The GAO admitted that the data in the
report was ‘‘very [fragmentary and
inclusive'  hccause  ‘'very little
data exists about the

“There is no national system for
obtaining such information,” the GAO
Says

While the report chiefly covered five
states  (Catifornia, Georgia, Kansas,
Missourt and Oklaboma), it also

contained some informatien on foreien
owncership of farmland in other states.
Towa which the report sayvs has “the
most advanced reporting procedure for
ohtaining data on forcign awnership of
farmland,” had 26 aliens owning 7,609
farm  acres in 1977, Corporations in
which alicns own 5 percent or more of
the stock owned another 2,100 acres.
]hxs is about .03 pcrccfu of the state’s
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34 million acres of farmland.

The GAQ report says that half of the
states in the U.S. have laws regulaling
fereipn ownership of farmland

Nine  states, including  Mississippi,
have laws that “generally prohibit, or
restrict in a major way" alien
passession of land,

Mississippi  law  states  that
nonvesident aliens may not purchase or
own land unless they {oreciose on a lien
they hold en the Iand. Foreigners wha
are residents of the state are treated Like
other citizens, the repart savs.

However, citizens of Syria and
Lebanon may inherit Mississippi
farmiand even if they are not residents,

Five states, including Jowa and
Wisconsin, limit the acreage that aliens

can hold.

In lowa foreigners may hold property
in a town er a city and can hold up to 640
acres outside of a town. They may also
inherit land if U.S. citizens can do the
same in the alien's country.

The Wisconsin-law is similar, except
that it places no restriclions e¢n
inheritance of property by foreigners.

A bl is now in the fowa legislatuie
that would prohibit foreign ownership of
[armland, but its future is “‘uncertain”
according to the GAQO report.

Laws in six states, including Hlinais,
restrict the length of time aliens can
hold land.

The -Hlinois Inw says aliens can only
hold Tand for six years.

In Virginia any citizen of a country
that is hot an enemy of the U S, may held
land on the sume basis as Virginia
Cilizens.

Aliensin Orcgon mustsay they wish lo
becomie state residents before they may
buy land.

tn RMontana an alien caninheri! land f
LS. citizens in the alien's country can
also da so.

.
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of America PROCEEDINGS AND DEBATES OF THE 95 CONGRESS, SECOND SESSION
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Jowa's reporting procedure on forelrmn Several ol our current tax pelicics’
FEDRRAL POLICY TO DREAL WITIE fheestment, an economic research re- 6porate to the benefil of foreign inves-
FORFIGN INVESTHMENT 1IN US. ngrt done ns part of the Forelgn Invest- tora, Ve in Congress shiould make over-

~

o Mr. BAUCUS

. needs of the Tinlicd S

FARMLAND

HON.

MAX BAUCUS -

OF MOMNTANA
1N THE 1i0OUST OF RVPRITENTATIVES
Wedneaday, June 28, 1978

3. Mr, Bpeaker and fellow
coltrapiies, farripn fnvestment In Amerl-
can {arin and ranchland is o matter for
ecrious concern. Farmland 1s thils HNn-
tion's ozt valuabie nntural resource.
We In Congress need to make sure thnt
forcipn laveatnenls do not threaten the
ability of our frondfly farnm system Lo sup-
ply exsentinl {ond and fiber supplics.
The Federnd Government has a re-
sponsibiilty to maonitor forelgn invest-
ments to tnsure thnt they do no
national problems. Forelpn acquisition of
U.G6. real estate brings up important cco-
nomic, social, and pelitical questions.

lenad Lo’

ment Study Act of 1974, and pending
clforts by the Dopartinents of Agricul-
ture nnd Commerce provide only frag-
mentary data on forelgn Investments in
U.5. Ir\rmlmwl.

I have Jjolned Congressman Notanw
GrassiLry nnd others {n cozponsering Ure
Arrieutturel Foreipn Investment Dis-
closure Act of 1978, seentinlly the bill
reaqidres Uhint all nonresldent aliens or
forclizn Interests who hold, achuire or
transfer Interests In American farmiand
fie a report with the Secrclury of Agri-
culture within 990 days of purchase, nale,
or transfer. Torelpn inlrrests would in-
clude foreipn Individuals, governments
and corporations, as well ns American
corporations” which are substantlally
controtled by forelpn {oleresta. Alzo, noy
farcien Investor holding an Inlerest In
npricutiural land on the day before the

. date of eactment of the legislation would

Farmland purchases by foreign in-,

veslors may  limit  opportunitles for
American farmers to buay land. Agricul-
tural land i= a limiled resource, with only
3 percent of the tolal coming ento the
market cvery year. Forclgn buyers, as-
slsted by tax brenks and nttracted by
reintively high rates of return on seccure
{investments, are willing to pay prices
nbove market rates. :

These prices reduce the abllity of
young farmers to purchoase f{armliand
and existing {nmily {arm operations to
expand. Foreipn Investments will replace
the traditienal owner-operator relation-
ship which hns beep an Intenral part of
our {an
absentee ownership and tenant farming.

Forelyn purchases bring up the posals
bility that U.S. Iand might be explalted
for forelpn bhenefit, Forelpn control of
renourees rve
Governmen! ponllry, Certainly there is the
possihiitty that foreign flrms will be un-
reaponsive tn employment, communily
developinent, ond  natienal  securlly
ntes,

We clearly necd to Increase our know -
edpe of forcign Investment, Only when
we know for sure the extent af forelen
Investment can we devite Intelifpent pol-
{cles o dent with this Investment. A re-
cent GAQ study of forelgn ownership of
U.5. lfarmiand sums up carrent informn-
tion wilth the words, "Jinliable data 15 dif-
Ncult Lo ebtnin Current and planoed
cflor's to inanitar forefpn inves!ments in
the United 8tales mre slmply not suf-
ficlent. .

Y VR N

Uy farm systom with asystem of

tually could tnifluenes U5,

have 6 months to submit a report to the
Seeretary of Agriculture, Consequently,
we would have data on all forcign land
oxnership from the date the legislation
is enncled and inta the future.

Pallure of forelgn Interests o report
Innd ewnership would result {n stif pen-
alties of up to 25 percent, of the falr mar-
ket value of the Interest held tn the prop-
erly. These penaltics would provide
slrong Incentive for both small and lnrge
{orclyn Iandholders to register.

The recent G/\O {nvestlgation con-
cluded with the adyvice that such a na-
tional reporting system weoulid he the
most feasible nnd simplest approach In
obtaining much needed dala on forelrn
investments In agricullural Innd.

To the extent possible, efforts to re-
strict forelgn investments shouid be the
preregative of Individual Blates, Slates

e

have cotablishied varlous lows regacding
foreinn tnvestinent In farnlpnd. These
Inws are o reaponse o the p.v'll(ulu
needs and deslres of each State, For In-

Catance, InIowa, pdfens, corporntions, and

limiled parluershdps are required Lo reg-
foler landholdings and make certaln
anuual disclosures.. In addition, non-
resident nliens may hold a maximum of
G610 ncres outside of municipal mits. In
Oxlabioma no aldenmay hold land unless
he is a bona fide resident of the Stale.
Many States have no rasleiclions at. all
on torcign Investment o resl estide.

’

. country.

haul of these tax lnws a major priority.

Foreirn corporntions share an advan-
tnre with oulside domestic investnrs \n
that they can wrlte off farm losses
agalnst nenfarm Income. Soimne types of

- Iarm operations require several yvears of

Jarpe lnvestments before returns start
coming in; cxamples nre cow-cnlf live-
slock operalions and proves of frult and
nut trees. Investors can wTite off Ioases
they Incur In developing these enter-
priscs, then sell the operatlon and treat
their profits as capital gnins. Thus, they
convert ordinary nonfarm incoowe Intg
capilal pains on thelr farming opera-
tons, T Intreduced 101 11641 severnd
manths gro to Hmit these tax advan-
tages avallable to nonfarm interests op-

cernbing in agrfcuiture. My b1 would re-

duce the ameunt of farm losses that

cnuid be deducted from.nonfarm income
to $15.000 annually.

. Atax treaty the Unfled States recently
slernicd with the Nelherlands Antlliles
prants juvestors there o speclal tax treat-
nient wwhen they Invest moncey in this
Currently the Sennte s constd-
erliinr o tax trealy wilhhy Fngland that
codid attract further forcign Investment
fn farmland., That treaty would throw.
mnjor legal roadblocks into Slate gav-
ernment suthorily o tax foreign ioves-
tors. T would urge my colleagies in the
Senate Lo closely examine article 9¢(4) of
the U.S.-UI Tax Trealy belore they
approve this limitation upen the State's
power Lo tax.,

.1 BIr. Speaker and fellow colleanues, for-

ceinn Investinent In U.S. farmiand threat-
cns to become aun extreomely serious
rproblem. We In Congress should net now
to establish procedures {or monitoring:
Lthis Investment, and to Insure thnt FPed-
eral polley doos nob favor forcien Inves-
tors at the expense of our estnblished
{amily farmers.®
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Yestetrduy, a Standard editorial
commented on a bilt that would prohihit
foreign ownership of Montaua agricultual
land. The cditorial was written late last
week, atter the House Agriculture

- Committee voled against the bill.

We thought the committee vole kitled the
bill, but it didn’t. The full House overruled
the commitlee Saturday, giving

. prehiminary approval to the bill by a wide

margin,

Opposition o the bill, as mentioned
yesterday, comes in part from farmers ami
ranchers who want lo preserve their right
to sell to whomever they wish. The farmiers
think they're entitled to top dollar if they
decide Lo sell their land, and it's hard to
fault them for this. Other opponents of the
bill say that Americans are free to invest in
many other lands, and some of these might
consider retaliation if the bill passes.

The 66-29 vote, though, indicates that the
bill has a Iot of supporters, too. The
suppecters say  that land  purchases in
Montana by non resident aliens are deiving
prices beyond the reach of the averope
Montana buyer. They also fear the
passibility that Lirge property holdings will
pive foreign buyees unwanted influcnee in
the aflairs of nesrby communities.

We don't know that foreign land buyers
are contribuling to such serious problems
now, but world economic tronds indicate
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that they certainly could in the fulure. A lot
of the muney the U.S, is shipping abread for
oil and other guods these days is finding its
way hack to this country as foreign
investiment. Some of it is coming into
Montana.

The legislature is riehit to discuss the
wmalter now, regardless of the outcome of
this bill. Land ownership patterns are
changing, and if they are changing for the
worse - from Montana’s point of view —
the lawniikers certainly should act. And we
don’t (hink they should be particulacly
infivenced by what other nations do. Sorme
countries forbid forcign land ownership,
othiers encourage it, some just tolerate it.
And sometimes a change of government
vilk lead to the nationalization of foreign
holdings in some cauntries. The point is,
other governments determine for
themselves whether forcign land ownership
is a problem, If they decide it is, they do
what they think is necessary to correct the
problenmy. So should Montana,

A couple of representatives indicated
before the vole that tiey believe tand is so
finnted and so basic that the state should
preserve s dand for ils own citizens,

That's a commendabie philosophy. If it
becomes a liltie more widespread in this
legislature than it appears to be now,
Montanans will be weil-served.
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Bill Britzius Great Falls, Montana
Tom Mather & Associates Realty Co. February 28, 1979
1901 10th Ave. South (P.0O. Box 1724)

Creat Falls, Monttna 59403

Farm & Land Institute of The Montana Association of REALTORS

Q.

Honorable Senator Jack Galt, Chairman,
HB 101 Committee

In the interest of saving time and effort for your committee, I have reduced my thoughts
on the above captioned bill to writing, as well as providing data as indexed, that I have
gathered over an extended period of time as a member of the National Association of
REALTORS Farm & Land Institute agricultural committee and a member of the NAR-FLI ad hoc
committee investigating foreign investment in agricultural land. I would hope this written
submission would not preclude any opportunity I might have to speak in opposition to the
bill at your Friday, March 2, 1979 hearing.

To begin on a positive note: We emphatically support ownership registration of all lands.
We emphatically support equal tax treatment between alien and domestic investors (copy of
comparison between tax treatment for alien and american investors enclosed). We also
support the inherent rights of property owners to sell to whom and under whatever terms
they may choose. Ve support entirely, the free enterprise system.

We are egually emphatic in our opposition to HB 101 for the following reasons:

One, no accurate figures are available as of this date to establish a basis for concern,
although data is being developed daily that indicates very minimal proportions. The
furor was touched off originally by a totally undocumented irrational artical by the
"Washington Post" many months ago. The highly emotional aspects were played upon and
the picture was badly distorted. '

Two, the cause of the problem, if in fact it is a problem, is being totally ignored. Our
sinking dollar, balance of trade deficit and generally stable government make American ’
Real Estate look good to alien investors. HMr. John Vincent, Rep. from Bozeman and one of l
the sponsors of HB 101, agreed with this condition during the hearing in the House committee,
but stated that he doubted whether we in Montana could do anything about the value of the
dollar. I feel that it is the duty of all Montanans to & every thing within their power .
to stabilize the dollar, Montanans both in and out cf government can and rust make therr
selves heard. We in Montana have a particular responsibility to our balance of trade
deficit, because we are an agriculturally oriented state and agriculture products have ‘
traditionally been the stabilizing factor in our balance of trade for more years than we
care to remember. Our federal governmwent has bargained away many of the benefits we may
have gained with our agricultural production and it seems to me that we can and must make '

our influence felt to reverse this situation.

Three, outside interests are constantly being blamed for rapidly increasing land prices.
While there may be a few isolated instances in the "sun belt,”" we cannot be sure that '
local investors would not have paid the same price. Historically, in Montana particularly
and the nation in general, farmers and rancher neighbors have been the bidders and buyers
of the bulk of agricultural lands, paying the listed or asking price or below. Alien I
investors likewise, do not make a practice of paying above asking or listed prices either.

Four, there is a feeling that foreign investors will take the land out of circulation for
extended periods, 1f not forever. There are many instances where these investments were
turned over for much the same reasons that American investors might follow. Agricultura
land investment is not in the glamour category, as any of you that own agricultural land
must realize. From a point of profit taking, there are many more opportunities with

shopping centers, commercial building and multiple rental unit investment for both alien
and American investors, both tax wise and appreciation wise. There are several known cases
of foreign investors becoming disenchanted with their agricultural land purchases within a'




' Hon. Senator Jack Galt
HE 101 Cormittee

short time and reselling.

I have sold only one combination agricultural unit to a "foreign" pruchaser. The purchascr
was a Canadian, purchased a ranch located only eight miles from the home ranch where he
was borm and raised, continues to own and cperate in conjunction to the US ranch with his
daughter and six sons. Does this provide a basis for me to state statistically "all
agricultural land sold in Montana to aliens is held by owner operators"? The point is that
much of our media coverage has been out of context and does not reflect the true picture to
the reading or viewing public. The fact of the matter being, many aliens do live on and

l operate their holdings in the same manner that American owners do.

l Five, foreign investors are continually classified as "absentee owners" and landlords.

right to sell or otherwise handle the property disposal. Visualize if you will, a first,
second or third generation farm family faced with the unalterable decision to sell the
family farm. Fair market value, terms and conditions are decided upon in advance of the
offering, that best suit the needs of the sellers for all purposes. Bare in mind, also,
that because of market fluctuations, crop failures, possible inheritance taxes and many
other factors encountered along the way, the land equity held, may be the only remaining
cash available to this farm family for retirement and to pass on to heirs. After many

l years and or generations of producing food and fiber at little or no profit to themselves,
the land appreciation finally fulfills the "American Dream" and we are provosing restric-
tions upon their right to sell to the highest bidder. Not a very rewarding picture
for the people that have paid their tawes, subsidized the balance of trade and supplied
this State and Nation with cheap food throughout their lifetimes. I would like to make

’reference here to a part of the Harpers "Land Rush" article enclosed; "Private Property

l Six, we do not feel that proper recognition is being given to the private property owners

At The End Of It's Tether".
Resure:

l We have a highly emotional issue before us, not totally understood by our agricultural
land owners and even less understood by non-agricultural landowmers, that has been blown
out of proportion without foundaticn. Mr. Bake Young, immediate past president of the

l Farm & Land Institute, (Mr. Young's letter to the ad hoc committee enclosed) attended
the International Real Estate Congress in Europe last year and told me of the many many

times he was reminded of the fact that America is the only really free country left and

how they pleaded with him, "don't let it change". One of the attendants fram Norway cited
how in Norway, a native buyer and seller would agree on price and terms of sale between
themselves, then petition the naticnal government for approval, the government would then
review the sellers reason for selling, the buyers reason for the purchase and had the
right to reject either or both. It all started with insignificant, harmless regqulation.

American industry has survived the influx of foreign cars, foreign electronics manufacture

and other competition inspite of many inequities. I would like to point out some areas

of even greater danger to our American agriculturists. Manipulation of the commodities
market by foreign interests,; Much less publicized, but they can break American agricul-

l ture without owning an acre, Again, the lack of financial strength to compete in the
market place because of distressed agricultural prices and the condition of the dollar.
Tet us make a profit and we will compete both domestically and abroad. One of the benefits

of foreign investment sales should be the return of the dollar to the homeland, however
this is not necessarily true. Alien investors, operating through letters of credit,
»ffectively finance their investments 100% in many cases, bring no dollars to the U. S.
and deplete further, the money supply available to American investor operators. That is
not a problem of land sales, but rather a vroblem of banking activity. The opportunities
to discourage alien investors is almost limitless through many other means that would

-2



Hon. Senator Jack Galt . \
HE 101 Committee

help to establish tax and product price equality, while inproving our competitive edge,
rather than direct infringement on the property owners right to sell through legislativi
reqgulation of land sales.

In conclusion, I would like to call your attention further, to Mr. John Vincent's closing
remark to the House committee, the day of the hearing. lir. Vincent admitted that there
was no hard or documented evidence that there was in fact a real problem in Montana,

but rather that he was afraid that by the time a problem, if there was a problem, were
found to exist, action could not be taken rapidly enough to control or correct the probleml
or words to that effect. It seems to me, with the awareness and attention being given
to gather evidence and monitor alien investments, both nationally and in Montana, our
legislative bodies would see fit to continue their vigilance and have the intestinal

fortitude, not to pass this very restrictive piece of legislation predicated on fear,
with no basis in fact.

Very Truly yours,
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Strike subparagraph

PROPOSED IMMENDMENTS TO HOUSE BILL 101

O .ﬁa?g 2.
4) a

"(4) This section doés not apply to any ownership

or leasehold of agricultural land by non-resident
aliens or foreign businesses acquired prior to July

1, 1979; to leases granting the right to explore for
and produce minerals from the land; to mineral or
royalty interests; to easements and tracts of land
acguired in connection with the extraction, refining,
processing or transportation of minerals; or to any
lands located within the boundaries of any incorporated
city, town or village."

nd insert in lieu thereof the following:
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We, your committee on

. R . . 3T Py . o7
having had under consideration ......o...ooovooveev i RS L e Bill No....2.s i

third rezading kill, be amended as follows:

1. Page 4, line 10,

Poliowving: "hoad”

Inzcert: "for the first 15 hesad, and 530 cents per head for each
aanimal more than 13°

P e
\ 4 {/
....... o . - jmre . Chairman.
STATE PUN, CO. SENANTOR JACK L. CALT,

Haleng, font.
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Foriculiture, Livestock Q/Zz.rigatica
i . . I o~ L X B
having had under consideration OOV O U UUT RO PROTO. oo BSOSO Bill NO"7‘) .......

. ot ae . ' Jlouse , 275
Respectfully report as follows: That...ooicoeriiiii e 2222 L eeree reeeeranerarennataa e e e raaans Bill No...wlo.....
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STATE PUR. CO.
Helena, Mont.

SCNATOR JRCK E.

G;\Laclhanrman.
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