THE MINUTES OF THE MEETING OF THE AGRICULTURE COMMITTEE
January 23, 1981

The meeting was called to order by CHAIRMAN CARL SMITH
at 12:30 p.m. on January 23, 1981 in Room 431 of the
Capitol.

Roll call was taken with all members present except
REPRESENTATIVE JENSEN. REPRESENTATIVE CONROY was excused.

CHAIRMAN SMITH called upon REPRESENTATIVE ELLISON to
introduce HOUSE BILL 265, (EXHIBIT A), A BILL FOR AN ACT
ENTITLED: "AN ACT TO PROVIDE FOR THE CREATION AND OPERA-
TION OF RODENT CONTROL DISTRICTS: REPEALING SECTIONS
7-22-2201 THROUGH 7-22-2206, MCA".

REPRESENTATIVE ELLISON testified that in his opinion,

and others, the present rodent law is not working because
the rodents are increasing at an alarming rate across the
state.

REPRESENTATIVE ELLISON called on CRAIG SWICK, Department

of Livestock, to testify in favor of this bill. Referring
to the Richardson ground squirrels, pocket gophers, prairie
dogs and how much damage they do, he said, in 1973 the
Extension Service, with the Rural Development Committees,
conducted a survey that showed about $10,000 worth of
damage by rodents in Montana.

REPRESENTATIVE ELLISON said they have used 1080 on 50,000
acres in western Montana and found 1.4 million dollars were
saved just on that program., Range land has been excluded.
The cyclone seeder and a dispenser attached to motorcycles
are two means of scattering the bait allowing a thinner
distribution and thus less chance of the birds being effedted.

LENIX BADGER of Livingston, Montana, testified in favor of
HOUSE BILL 265. Mr. Badger said that they were ordering
gopher poison in by the tons, but now are ordering by semi-
loads. He fully supports this bill.

REPRESENTATIVE RYAN of Eastern Montana witnessed his concern
about the Ft. Peck game range and the fear that it will
allow the prairie dogs to come out.

BOB GILBERT, Secretary for the Wool Growers, asked for the
support of HOUSE BILL 265.

These were all the witnesses REPRESENTATIVE ELLISON had,
but the following witnesses came forward.

ALYN O'HAIR, (EXHIBIT B), Livingston, asked for support of
HOUSE BILL 265.
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LES GRAHAM, (EXHIBIT C), Department of Livestock, testified
that they are responsiblie for control along with the
Department of Agriculture for the registration of any
rodenticides. This is an opportunity for the Legislature
to get programs off the state level and back into the

hands of the people in their areas. He stated that the
state would still be available for expertise.

DONALD JOHANNSEN, National Farmers Orgainization, urged
a 'do pass". (EXHIBIT D)

NO OPPONENTS came forward.
DISCUSSION was called for.

1t was asked, if a district was created by 51% of the land-
owners within the proposed district, would it make all
the other landowners liable? The answer was that it would.

LES GRAHAM stated that use of various types of poisons are
being studied.

GARY GINGERY, Department of Agriculture, reported the EPA
ruling on strychine and other poisons they are studying.
They have the EPA ruling to use 1080 on Columbian Ground
squirrels in western Montana, but not on the Richardson
Ground squirrels,

LES GRAHAM stated, that in case of a breakout there was

a budget of $58,000 for 1982 and $57,000 for 1983 for rodent
control.

There being no more questions, the meeting was closed on
H.B. 265,

HOUSE BILL 345 was taken into consideration. HOUSE BILL

345 is A BILL FOR AN ACT ENTITLED: "AN ACT AMENDING CERTAIN
DEFINITIONS IN THE LIVESTOCK MARKETING ACT; AMENDING SECTION
81-8-112, MCA." (EXHIBIT E)

REPRESENTATIVE ELLERD, Sponsor of H,B.345, presented it to
the Committee. He remarked that he was sorry the NFO
(National Farmers Organization] unnecessarily alarmed so
many farmers on this bill. Representative Ellerd stated
that this bill was written for the good of the industry.

This Bill will be introduced to the U.,S, Congress, Represent-
ative Ellerd stated, that he, in no way, is putting the

finger on the NFO, The description of a Livestock Broker

and other definitions were the purpose of writing this Bill,



THE MINUTES OF THE MEETING OF THE AGRICULTURE Page 3
COMMITTEE
January 23, 1981

LES GRAHAM, of the Department of Livestock, witnessed,

that when House Bill 800 was passed in the 1979 Session,
that it had been very effective, especially where penalties
were concerned. He said that they have had no problems
with H.B. 800.

The Letter of Intent on H.B. 800 helped clarify interpreta-
tions which was.a problem with the county attorney's office
a few times. It has worked well. Mr. Graham remarked

that they have not been questioned as far as definitions
go.

There were no proponents on this bill,
The Chairman asked for Opponenets, and the following testified.

DONALD JOHANNSEN, President of the National Farmers Associa-
tion, passed out Minutes of the Agriculture, Livestock &
Irrigation, Montana State Senate Meeting and attached to it
the Letter of Intent, presented by the Department of Livestock,
and agreed upon by REPRESENTATIVE ELLERD, with his signature
on the Letter of Intent, (EXHIBIT F).

It was the opinion of the NFO, that the matter now had been
laid to rest. The NFO did not see why this Letter of Intent
was not attached to H.B. 345, which replaces H.B. 800. 1In
fact, Mr, JOHANNSEN stated, that the NFO recommended a 'do
not pass' on H.B. 345, and failing that, Mr. ELLERD's agree-
ment to attach a Letter of Intent to H.B. 345, and if REP-
RESENTATIVE ELLERD agrees to that, they will conclude
testimony from further witnesses at this time.

~ REPRESENTATIVE ELLERD responded by saying that he did not

intend to sign anything that had no meaning, so they could
go on with their testimony.

DONALD JOHANNSEN continued with his opposition by saying,

the NFO feels threatened by the competition by ranchers try-
ing to work together to place a price on their production.

The NFO believes the present system was designed to benefit
the trade and not the rancher, (see Witness statement, EXHIBIT
G). Mr. Johannsen read an opposition statement from JOHN
ASAY, of the Montana Cattle Feeders Association, (EXHIBIT H),

AN OPPOSITION statement was read from the MONTANA CATTLEMEN'S
ASSOCIATION, signed by ALICE FRYSLIE (EXHIBIT I). 'The
recommend a ‘do not pass'. T

TOM W. PALMER, Raynesford, Montana, member of the NFO, spoke

as an opponent and very strongly agains REPRESENTATIVE ELLERD
suggesting he wants to license the NFO, (EXHIBIT K).
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Opponenet PAT UNDERWOOD, representing MONTANA FARM BUREAU,
presented his opposition to H.B. 345 (EXHIBIT L).

JO BRUNNER, representing W.I1.F.E. (MONTANA WOMEN INVOLVED
IN FARM ECONOMICS) went on record as supporting the NFO and
other farm organizations in defeating H.B. 345 (EXHIBIT M).

EDWARD B. BUTCHER, Winifred, Montana, expressed his opposi-
tion to H.B. 345 (EXHIBIT N).

Other opponents that did not express themselves verbally,
did sign the register as to their opposition of H.B. 345
(EXHIBIT O).

REPRESENTATIVE ELLERD'S closing statement was to clarify
his position, saying that he is an Associate Manager of
the Livestock Marketing Association, which is a national
trade association of the livestock industry in the United
States, Canada, Mexico and Central America. They have
1600 members that are dealers, brokers, terminal markets
and auction markets.

REPRESENTATIVE ELLERD said that the NFO had a federal bond
of $300,000 and are registered with the Packers and Stock-
vards Division of the U.S. Department of Agriculture in
Washington, D.C., thus come under the same regulations as
he does, but in the State of Montana, the NFO does not feel
they should be considered a dealer,.

DISCUSSION was opened to the Committee.

REPRESENTATIVE JENSEN asked if this H.B. 345 would make it
necessary for the NFO to get a license to deal in cattle.
REPRESENTATIVE ELLERD stated that it would not.

REPRESENTATIVE FEDA questioned the bill and where it states,
"An act to amend certain definitions of a livestock market-—
ing act", and if it is not specifically for that purpose

as some people seem to think. Representative Feda asked
what the purpose of the changing the definition was.

REPRESENTATIVE ELLERD said the definition was more to the
industry itself.

REPRESENTATIVE FEDA asked MR. JOHANNSEN about his interpre-=
tation of the changing of the livestock market, and if it
excludes the NFO from operating the way they do now.



THE MINUTES OF THE MEETING OF THE AGRICULTURE Page 5
COMMITTEE
January 23, 1981

MR. JOHANNSEN stated that they were concerned about the
definition of "market" and "broker".

A question was asked regarding the P & S Act, referred to
in attachment and EXHIBIT J.

REPRESENTATIVE JACOBSEN referred to the definition "person”
and asked its definition.

DAVE COGLEY, Legal Counsel, explained by saying that the
definition "person" would include NFO, but that it did

not affect whether the NFO was a "broker" or "dealer" or "market"
subject to license requirements of the marketing act.

REPRESENTATIVE HOLLIDAY asked Mr. Graham if he felt H.B. 345
would tighten up H.B. 800 or restrict the type of losses

that have been incurred in the selling transaction referred
to.

LES GRAHAM stated he did not think it would tighten up the
restrictions. He also stated that the concern over the
definition of "market" could b= alleviated over the fact
that there are so many restrictions in getting a market
place. It would take a lot of money to set up a market
place. He also stated that a production sale is exempt
under the law. You can have a production sale with your own
production and with up to two guest consignors without a
license or bond. You cannot have an open consignment sale

in the State of Montana without a permit from the Department,
and they must have a bond and consignors must be paid immediate-
ly. I order to get that permit, you must be a Livestock
Association Sale.

ROB McNAB, Secretary for 17 auction markets, answered a
question and referred to testimony that this bill was an
effort to get all cattle sold through the auction market.
Since H. B. 800 was passed, they have had six meetings with
the association, including one since the Legislature started.
Mr. McNab said that since no mention of this bill has been
made to him, he believes that it was designed just to clear
up definitions. '

There being no other questions, the meeting closed on House
Bill 345.

HOUSE BILL 309, sponsored by REPRESENTATIVE HURWITZ and
REPRESENTATIVE ROTH was presented by REPRESENTATIVE ROTH.
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REPRESENTATIVE ROTH stated that H.B. 309, A BILL FOR AN ACT
ENTITLED: “AN ACT AMENDING SECTION 81~8-301, MCA, TO REQUIRE
ANNUAL RENEWAL OF NOTICES OF SECURITY AGREEMENTS AND ANNUAL
RENEWAL OF ASSIGNMENTS OF SECURITY INTERESTS WITH THE DEPART-
MENT OF LIVESTOCK" (EXHIBIT P), is a bill to establish an
annual filing requirement instead of a five year require-
ment. This is to eliminate confusion that occurs within

the Department that must handle the renewals (EXHIBIT Q).

TIM GILL, a proponent with the MONTANA LIVESTOCK, and PCA,
said that they support this bill as it serves a need in
timely filing of these financial statements. The concern
iswith the increased costs of the fees for those who have
several active brands. They want a standard filing time
in June or July.

WALLY EDLUND, representing the FHA in Montana, asked that
he be put on record as a proponent of H.B. 309.

A gquestion was asked as to the dollar amount generated on
an annual basis, compared to the rail inspection.

LES GRAHAM stated that there are about 9,000 brands on

file with security and these are in ‘a constant state of
renewal and termination, but the law states they can charge
up to $15, although $7 has been the charge. In regards to
annual fees, since 1977, 3,400 have expired without notice
to the lending institutions.

REPRESENTATIVE HOLLIDAY asked if they would have any objections
to amending the bill, using June or July as filing dates.

REPRESENTATIVE ROTH said there was no objection but the
Department said that it would add a lot of confusion and
that other lenders have different filing deadline dates.
Also, that the Department of Livestock would not set a date
without consulting all the lending institutions.

REPRESENTATIVE AUDREY ROTH closed by urging the passage of
HOUSE BILL 309, unamended.

The meeting was called into EXECUTIVE SESSION
REPRESENTATIVE RQUSE made a MOTION that House Bill 309 be

passed unamended. REPRESENTATIVE BRIGGS seconded the motion.
The MOTION PASSED with all in favor.
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MOTION was made that the meeting adjourn at 3:00 p.m.

M%/!im;f&

CARL SMITH, CHAIRMAN

lmw
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STATEMENT OF INTENT - RE: HB 345

A statement of intent is attached to this bill by request
of the Agriculture, Livestock, and Irrigation Committee of the
House of Representatives.

House Bill 345 is intended to provide technical clarification
of the Livestock Marketing Act passed by the 46th Legislature by
redefining the terms "livestock broker", "livestock dealer", and
"livestock market". It is the intent of the legislature that no
substantive change is being made by the redefinition of these
terms, and that the new definitions do not extend or apply to
any person or organization not included in the former definitions.

First adopted by the House Committee on Agriculture,

Livestock, and Irrigation on January 28, 1981
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MINUTES OF THE MEETING
AGRICULTURE, LIVESTOCK & IRRIGATION
MONTANA STATE SENATE

March 23, 1979

The twenty-seventh meeting of the Agriculture, Livestock
and Irrigation Committee was called to order on the above
date in Room 442 of the State Capitol by Chairman Galt
at 9:00 a.m,.

ROLL CALL: All members were present with the exception
" of Senator Graham.

CONSIDERATION OF HOUSE BILL 800: Representative Ellerd
had introduced this bill which generally revises the livestock
marketing laws in Montana. Some of the definitions are changed
from the current law and it also increases the penalties for
fraud by changing them from a misdemeancor to a felony. He
said the industry is growing and the price of livestock is at
the highest it has ever been and the amount of fraud has
increased. This bill has been several years in the drafting
process. It was originally drafted by the Livestock Marketing
Association and was not in good shape when he received it.

The Legislative Council and Charles Brown from the Department
of Livestock worked on the bill and made the necessary changes
and he had agreed with the changes. The statement of intent
came up in the House Committee on the last day before trans-
mittal and he was opposed to one part of the statement and

an attempt to amend the statement failed. He presented

a resolution to the committee, attachement $1, from the Board
of Livestock and signed by Representative Ellerd and Terry
Murphy, lobbyist for the NFO. The objection to the bill came
from the NFO berause there were some misunderstandings as to
the NFO's position under the bill. Under the present bill
they are exempt from buying a license to deal in cattle and

it was his intention that they be exempt under this bill. The
Attorney General cannot make a ruling on this until it becomes
law. This attached resolution would make it clear that the
NFO be exempt under this bill and that the department goes

on record that they would not attempt to license the NFO.

lle also had a proposed amendment to the statement of intent
sce attachment #2. This amendment would strike the last sentence
lines 17 through 23 of the statement of intent.

Terry Murphy, representing the NFO, said they did have a
problem with the hill as it was originally presented because
they felt the NFO's position was not clearly spelled out in
the bill. He said currently the NFO is exempt from the licensing
provision under the present law and this came from an Attorney
General's opinion. They wanted it made clear in the new law
that it was the intent of the bill that the NFO's position was



Page 2

still to be exempt. He said the NFO has agreed to this bill
with the resolution and the amendment to ‘the statement of intent
in a spirit of compromise to support a new law primarly because
of the increase in cattle prices. With the resolution endorsed
by the Board of Livestock and Reoresentative Ellerd and in
print, if anyone, in the future, trys to challenge the Board

to try to get the NFO to purchase a license there would be
evidence that it was not the intent of the Legislature or the
Board to have the NFO buy a licensc.

Charles Brown, Department of Livestock, said the department
had been involved with the bill during its preparation and
they now felt they could support the bill and felt it would
.provide some much needed protection.

Alice Fryslie, Montana Cattlemen's Association, commended
the NFO and Representative Ellerd in resolving the problems
that had occured as a result of the bill and the statement of
intent. She felt the final result was a good bill and felt
the penalties should be more strigent and they supported the
bill with the amendment and the resolution.

Mons Teigen, Montana Stockgrowers and Woolgrowers, said
this had been a frustrating piece of legislation and felt
the statement of intent had been the problem. They now
support the bill.

Chris Johanson, Montana Farmers Union, had no objection
with House Bill 800 with the proposed amendments.

Representative Ellerd in closing said the livestock
dealers license had been increased to a $50 fee and this
would probably generate enough money for the department to
enforce the act. He thanked all the people that had been
involved in getting this bill satisfactory to all concerned.

Senator Conover moved that the proposed amendment be
adopted. Motion carried.

DISPOSITION OF HOUSE BILL 800: Senator Conover moved
that House Bill 800 BE CONCURRED IN As Amended. Motion carried.
Senator Graham absent.

Senator Galt will carry the bill on the floor.

Senator Hager moved that if the bill could go through
the Scnate faster that it be placed on the Consent Calendar.
Motion carried.

The meeting was then adjourncd.

’

NI
/’] [ K
| ,-/Q’// V%7 /’é

SFNATOQVJACK E. GALT, Chairman



BOARD OF LIVESTOCK

" THOMAS L. JUDGE, Govwnor@

ANIMAL HEALTH DIVISION
Glenn C. Halver, D.Y. M.

Adminnsirator

Robert G. Barthelmess. Miley C
Chairman

Robert L. Deschamps, Jr.. Bonne

Eugene C. Donsldson, Helena

Fred A. Johniton, Great Falls

Vernon Y. Keller, Fishtail

Relph J. Parter, Fort Shew

Robert M. Simons, Turner

BRANDS-ENFORCEMENT DIVISION
James L. “lLes” Grohom
Administrator

STATE OF MONTANA
DEPARTMENT OF LIVESTOCK
HELENA, MONTANA 59601

(406) 449-.2043

March 15, 1979

TO WHOM IT MAY CONCERN:

Impact of HB 800 on NFO Type Marketing Activities

It is the opinion of the attorney of the Department of Livestock that
the definitions of livestock dealer, livestock broker, and livestock
market, as contained in House Bill 800, do not require the licensing of
the NFO for the kinds of marketing in which it presently 1S engaged.

The Department therefore goes on record that should HB 800 become law it
will not seek to license the NFO as a dealer for the kinds of livestock
marketing activities presently engaged in by the NFO.

ROBERT G. BARTHELMESS, Chairman
Board of Livestock

/(%%%M?’I
by 1ES GRAHAM, Administrator
Brands-Enforcement Division

)

March 23, 1979

I agree with and endorse the above resolution as a true repre-
sentation of my intent/as sponsor of 1B 800.

' \['//\'(’(\_h(«‘%/\//f’,h/ PN _/( '\./ [ (,({ (( 'Lf/

Vi

Representative Robert A. Ellerd

- ._,\,,\, VA
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] was chief of the P & S Division of the Agriculture Department for several
years before practicing law. It was after ] became General Counsel of NFO

that the guestion was raised in the Department of Agriculture in Washington

—_—— ~ o ——

w of whether NFO might be subject to the P & S Act. We discussed the subject for
about a year with no decision. NFO was at that time so thoroughly engrossed in

 other activities, including legal matters, that there was little time and money to
continue the argument with U.S.D.A. on the question, especially if a trial were
to be had. I recommended that NFO file under protest and test the matter at a

»  Jater time. U.S.D.A. agreed to register NFO in a category of dealers agent which
is a category never used before or since for registration under the P & S Act.

This category is not defined in thé P & S Act and so no one knows what it is for sure

* and thus its non use. So this was done under protest with the intent to come to
grips with the question at a more convenient time. This NFO wishes to test out
but it hasn't been done as yet. So this registration and bond supplied under

{ protest to U.S.D.A. is no admission by NFO that it is @ dealer or subject to the

+ P&S Act. ‘

\”—/ ' .

- The argument is sometimesmade that inasmuch as NFO has a bond on file
with the P & S Administration which the State or the Livestock Commission will
accept as sufficient, no expense would be placed on NFO to get a license in the
State except the $25 fee which is nothing. So why not get a license as a dealer
in Montana. First NFO is not a dealer and to get a license as one is certifying

, 1o an untruth. Secondly, if NFO is not a dealer why should the State Agency
seek such a license. Thirdly, its not true that such a license would not cause
NFO any problem. There are 48 states where NFO has members who market live-

« “stock. If one state has an NFO License all states will learn of it almost immed-
iately through the grape-vine, through normal communication channels or through
area or annual meetings of Secretary's of Agriculture and Livestock Regulatory

» Agencies. I have attended such meetings and know that this information is
generally distributed and discussed.

- The one statement made by those who seek to bond register NFO as a dealer
is that NFO has something to hide. If the flat statement isn't made then a query
is made about the matter. What have you got to hide? The answer is nothing. The
w whole answer is so simple that it should be readily understood. NFO does not
engage in dealing speculating or otherwise own, take title to/or have a financial
interest in livestock. NFO cannot truthfully state that it is a dealer and to register
» as a dealer is to state an untruth. NFO does not receive the proceeds of sale so has
no funds belonging to anyone in connection with a sale. NFO owns no livestock
facilities. ‘
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HISTORY

Since 1935, under Montana Law 81-8-301 through 315, financial lending institutions
have had the option of filing a security interest with the Department of Livestock
against the brand of the borrower.

The Department in turn is obligated to file this information in each brand office
at the central livestock auction markets in Montana and advise the auction market
management of the security.

‘Under Montana law this is a service provided by the Department of Livestock. It

is voluntary and not mandatory. Lending institutions do not have to use this
service.

CURRENT PROCEDURES

Currently the lending institution files the security with the Department. It is
"held in good standing for 5 years. At that time, the law provides that the lending
institution must file again. In the interim, if the borrower satisfies the security,
it is the obligation of the lending institution to release the security with the
Department. '

According to law, the Department may charge a fee of not to exceed $15.00 per
security, but based on actual cost. At the present time, we are charging $10.00
per filing, renewal and release. This fee is charged for each recorded brand.
Securities cannot be filed on the borrower's name.

_ WHY THE NEED TO CHANGE

As mentioned previously, each security filing is in good standing for a 5 year
period. This means that we are in a constant state of renewals and satisfactions
and constantly changing our records.

Add to this the fact that during the 5 year period, the brand owners may change
the names on the brand recording; they many times register a new brand and don't
use the secured one; the borrower may pay off his loan and the lending institution
neglects to satisfy the security with us; our inspectors end up being glorified
bookkeepers; lending institutions may change Ag lenders and the new personnel will
be unaware of the need for renewal and/or satisfactions.

This past year, the Department of Livestock was involved in a lawsuit that ultimately
cost us over $15,000 (total). Had the Department had more current records, etc.,
it is possible that it may have avoided this costly error. :



Page - 2 -~

Right now, the Department is in the process of éomputerizing all of its brand
records. By going to annual renewals, they will be better able to keep Department
records current. .

In all, the situation as it now stands creates some serious administrative problems
for the Department. We feel this change 1Is necessary.

It should be strongly emphasized that this is not a case of the state forcing
requirements on the private sector.

This program is not mandatory - it iIs not required of the lending institution.
They are covered under UCC mortgage codes without this added service. Montana 1is
the only State offering this service.
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