THE MINUTES OF THE MEETING OF THE AGRICULTURE COMMITTEE
February 16, 1981

The meeting was called to order by CHAIRMAN CARL SMITH
on February 16, 1981 at 12:30 p.m. in room 431 of the
Capitol.

Roll call was taken and all members were present but
REPRESENTATIVE CONROY who was excused.

The meeting was opened to H.B. 640 and REPRESENTATIVE LUND,
sponsor of the bill made his presentation. H.B. 640 is

"AN ACT PROVIDING FOR ASSISTANCE TO FARMERS, RANCHERS, AND
BUSINESSMEN ENGAGED IN AGRICULTURAL ACTIVITIES BY ESTABLISH-

ING THE MONTANA AGRICULTURAL DEVELOPMENT BOARD; AUTHORIZING THE
ISSUANCE OF REVENUE BONDS FOR ACQUISITION OF AGRICULTURAL

LAND, LIVESTOCK, BUILDING, OR IMPROVEMENTS; PROVIDING CERTAIN
INCOME TAX INCENTIVES TO INDIVIDUALS WHO SELL OR RENT AGRICUL-
TURAL LAND TO BEGINNING FARMERS; AMENDING SECTION 15-30-121.MCA".
Bill attached.

REPRESENTATIVE LUND stated that this bill was designed to
hélp beginning farmers to get into agriculture and assist
persons that are now in agriculture to stay in business.
It is a Montana Preservation Act.

This bill has two components: the sale of tax exempt bonds
which proceeds would supply low interest loans to farmers,
and a tax incentive for retiring farmers that sell and leave
their farms to beginning farmers. The bill is directed to
those who have the ability to farm, but are unable to find
the desired capital.

It is estimated that the amount the farmer needs is $175,000
credit each year. High interest rates and payments make it
difficult for some and impossible for others.

The Board of Agricultural Development would be created and
would be authorized to sell. This would be attached to the
Board of Housing. The bill is designed that the Agriculture
Board could sell the bonds. REPRESENTATIVE LUND said, that
this could cause some problems. The bonds will be tax exempt
and the program will not use any state revenue and will be
challenged through local banks and will not affect the State
of Montana. ’ ’

REPRESENTATIVE LUND passed out a handout (attached) that shows
the bonding provisions for House Bill 640. This shows how these
loans would be handled and passed out.

The Board will be picked by the discretion of the Governor.

This bill will allow the young man to have the opportunity
to lease or buy the farm. If the retired farmer wants to
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rent, he will get a tax credit. (See attachment, EXHIBIT C)
CHAIRMAN SMITH called for Proponents.

JOHN OITSINGER, attorney in Helena and representing the Board

of Housing, pointed out section 4 of page 4, making a suggestion
that the Board of Housing be the entity which actually issues
the bonds, and that the Agriculture Development Board review
the loans that are actually made to the individual farmers

and ranchers. This will call for amendments to the bill.

DENNIS NATHY, rancher, supported the bill that the federal
land bank now is 80% of 80%, and that you must have the 29%
to qualify. If the committee decides to go with this bill,
they should look at the process of subordinating loans.

There being no opponents, DISCUSSION was called for.

REPRESENTATIVE MANUEL asked if you could get 30% down from
this board and then get the remainder somewhere else.

REPRESENTATIVE LUND said "yes", that the big problem for the
young farmer is to get the money to get started.

In answer to REPRESENTATIVE ELLERD's question as to weather
there would be a problem with land values, REPRESENTATIVE
LUND stated that the market value would be what they would go
by.

REPRESENTATIVE ROUSH asked if you could draw out all of this
money.

MR. OITSINGER said it would be separately accounted for.

Reference was made to the $100,000 net worth and it was stated
that it would not take much to make $100,000, thus provication
for an amendment there.

REPRESENTATIVE - JACOBSEN remarked that if the Board approved
these loans, that it is possible the borrower would be put
in an adverse position in paying it back.

A question was asked regarding a noncitizen acting on this.

The answer was that a noncitizen is eligible, but not a non-
resident.
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In reference to default, REPRESENTATIVE LUND said that this
board could dispose and sell the land.

It was said that under the Homestead act, those over 65 years
of age have a credit of $100,000, :one time.

REPRESENTATIVE LUND closed by saying there will be some
amendments to this bill.

HOUSE BILL 740 was then presented by REPRESENTATIVE SWITZER.
House Bill 740, "AN ACT TO AUTHORIZE THE DEPARTMENT OF
LIVESTOCK TO CONDUCT RESEARCH PROGRAMS WITH REGARD TO ALL
PHASES OF BEEF PRODUCTION AND TO PROMOTE THE USE AND
CONSUMPTION OF BEEF AND BEEF PRODUCTS; PROVIDING FOR A

TAX ON CATTLE TO FUND THE DEPARTMENT'S ACTIVITIES; AND
PROVIDING AN EFFECTIVE DATE AND A TERMINATION DATE."

(See EXHIBIT D and Statement of Intent)

CHAIRMAN SMITH asked if there were any Proponents.

ROSANNA WINTERBURN, LEWIS AND CLARK COWBELLES spoke in favor
-of this bill and asked for a "do pass".

WALT JOHNSON, Montana Beef Council of Belt, Montana, spoke
for H.B. 740 and stated that they do not have a good way
to collect money for research and they see this bill a way
of doing it. Where other states are asking $1.00 a head,
this bill asks for 25¢.

MONS TEIGEN, Montana Stockgrowers Association, spoke in
favor of this bill and believes it to be the best way to
operate.

JO BRUNNER, W.I.F.E. representative said that W.I.F.E. supports
this bill and urges the passage. (See EXHIBIT E).

REPRESENTATIVE GAY HOLLIDAY, spoke as a proponent asking
for the support of this bill.

LES GRAHAM, Department of Livestock, said they will not charge
administration fees to handle the funds. PCB was different
because D. Glosser did research and they were reimbursed.

It will not take additional FTEs in the department unless
their should be an emergency. Mr. Graham asked for support

of this bill.

ALICE FRYSLIE, Montana Cattlemen Association, said the question
" their people have been asking is answered in the Letter of
Intent.
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ANN SCOTT, representing the Montana Farmers Union, - spoke
highly in favor of H.B. 740.

REPRESENTATIVE ELLERD also spoke as a proponent:-to H,B. 740.
The meeting was opened up for question from the Committee.

REPRESENTATIVE SCHULTZ asked if this tax was paid only one
time a year even though the animal is sold twice.

REPRESENTATIVE SWITZER stated that this was a once a year
tax.

REPRESENTATIVE ROUSH asked about nonaccessed control to
pay this, like those on the reservations.

MR. SWITZER stated, "no comment".
The meeting closed on H.B. 740.
THE MEETING WAS CALLED INTO EXECUTIVE SESSION:

MOTION was made by REPRESENTATIVE FEDA that the Statement
of Intent to H.B, 467 (EXHIBIT F) "do pass". MOTION PASSED.

SENATE BILL 4 was brought to the floor and it was MOVED by
REPRESENTATIVE ROUSH to accept the copy of Amendments (EXHIBIT
G) as presented.

Discussion was held. BOB THOFT told the Committee that the
fiscal note on this was $665,000 a year, the revenue from
this bill after it was eminced. The cost of collection to
the county would be close to $33,000 and no firm cost to
the board or administrative costs. Theses amendments make
this an appropriation bill.

REPRESENTATIVE ROUSH spoke to these amendments saying that

the main essential part of funding this would come, if the
amendments were adopted, from an appropriation of over
$600,000. $300,000 plus for each biennium. That it

would come from an appropriation and not a tax levy of 2 mills.

Because he comes from a reservation area REFRESENTATIVE ROUSH
stated that he has alot of problems with that. The people
want the weed research but argue with it because of the check-
off. The committee is not necessary that is made available
under this bill and that this could be done in the University.
Everyone will be paying on this and will be benefited by it.

This is earmarked money, thus REPRESENTATIVE ROUSH expressed
his backing in the amendments. Senator Melcher is to submit
a companion bill, but doubts when the funding will come
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through and also doubts about the participation of Burling-
ton Northern and other concerns.

REPRESENTATIVE UNDERDAL said that the bill without the
amendments does not accomplish what they want. That the
weed problem is everyones problem.

REPRESENTATIVE ERNST stated that he has to reisst the
amendments and go with the self-tax shich will be an on
going program, The big fear was "will we get general funds?".

REPRESENTATIVE ELLERD said that he too resisted the amendments.
There is no way to get the appropriations, but with the approval
of the bill, and go to the original bill which is a volunteer,
self-tax and refundable bill. A $600,9000 appropriation will

be hard to get.

It was also made mention of the fact that city people should
also like the idea of weed kill, but that their production
and livelihood does not exist around this problem. August
1st is the deadline to reject the tax, and if and individual
does not want to participate and should he miss the deadline,
he can still demand a refund..

REPRESENTATIVE ROUSH restated his MOTION to accept copy of
amendments as presented. Roll call vote was taken:

SMI1TH YES UNDERDAL YES
SCHULTZ NO McLANE NO
ERNST NO MANUEL NO
JENSEN NO BENGTSON = NO
ELLERD NO : JACOBSEN YES
RYAN NO ROBBINS YES
FEDA NO HOLLIDAY ABSENT
BRIGGS YES ROUSH YES

: CONROY YES

MOTION FAILED.

REPRESENTATIVE ELLERD amended S.B. 4 (EXHIBIT H) to show ,

the bill in its original state as a self-tax, volunteer and
refundabel program and made a MOTION that the amendment

'do pass'. Question was asked with all members voting AYE with

the exception of REPRESENTATIVE JACOBSEN AND REPRESENTATIVE ROBBINS
who voted NO. '

REPRESENTATIVE FEDA made a MOTION that SENATE BILL 4 pass as
amended. MOTION CARRIED with REPRESENTATIVES JACOBSEN and
ROBBINS voting NO.
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REPRESENTATIVE ELLERD made a MOTION that H.B. 740 Do Pass.
MOTION PASSED.

REPRESENTATIVE SHULTZ MOVED that the STATEMENT OF INTENT
(attached) on HOUSE BILL 740. MOTION PASSED.

MOTION was made to adjourn the meeting at 2:00 p.m.

SMITH, CHAIRMAN

1mw



STATEMENT OF INTENT
HOUSE BILL 640

House Agriculture Committee

A statement of intent is required for House Bill 640 because it
delegates rulemaking authority to the Montana agricultural development
board in section 5.

The Legislature indends that the Board adopt all rules necessary
to establish a sound program that will accomplish the purposes of the
Montana Farm Preservation Act of 1981. 1In adopting loan rules, the
Board should assure that loans granted will be large enough to provide
necessary capital yet not so large as to support economically unsound
proactices. The economic viability of the beginning farmer or rancher

under a loan should be of paramount importance.



Bonding
Provisions

Loans for
Lending Institu-
tions

Board Members
Staffing

Acguire Property

Accounts
Investing

Terms

Secondary Loans

Applicant Eligi-
bility

Credit of State
Pledged

Tax Incentive
Provisions

Qualifications of
Beginning Farmer

Acres Sold
Sale Credit to

Retiring Farmer

Rent Credit to
Retiring Farmer

HOUSE BILL #640

Land, buildings, irrigation, equipment
& livestock

Banks & Savings & Loans or P.C.A.'s

7 Including Comm. of Agriculture

Board of Housing Staff

May acquire and dispose of property

Three: Bond proceeds, reserve & revolving
Invests its own funds

Notes—-10 years & Bonds—up to 40 years

No provision

State resident. Net worth set by rule

No

1) Resident of Montana

2)Gets over 1/2 his income from farming &
has not begun farming during the tax year
for which a deduction is claimed

3)YNet worth under $50,000 less house, car
and personal possessions

4)Training in Agriculture

20 acres or more

Owner deducts 50% of income from sale after
consideration of capital gains from income
tax, up to $50,000

50% of income from rental for a lease of at
least 3 years is deductible, up to $25,000
and it applies for owner to only one begin-
ning farmer.
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-arm credit policies abused, experts sc

_ ‘v
.‘«.Y. Times News Service

w ' EW YORK — While much of the nation's .

economy has been chilled by record interest
.rates, one group has been well insulated from
: dramatic rise in the cost of money:
,", "mers.
*“As the benef|c1ar1es of a host of
‘Depression-era policies, farmers continue to
« joy billions of dollars of relatively easy
@ edit. Through a variety of programs,
armers can qualify for bargain loans at in-
terest rates that recently have run at least
o percentage points below rates on com-
rable loans to other borrowers.

" The Bergland study rested in good part on work by

“Borrowed funds have become .the
lifeblood of modern agriculture,” three

“prominent agricultural economists recently
" concluded in an influential study.

The relative abundance of money for
farmers is considered a major factor in the
creation of the United States’ highly in-
dustrialized and productive system of
agriculture.

But at the same time, many agricultural
experts now contend, federal credit policies
may have had unintended side effects far
removed from their original purpose of help-
ing small, poverty -stricken farmers.

A sweepmg two-year study of Amencan

agrxcultural policies — undertaken by Bob
Bergland, the. previous secretary of
Agriculture, and released last month — found
that loans made by the nation’s Farm Credit
System ‘‘might have contributed to inef-
ficient resource-allocation, inflation in land
values and further concentration of produc-
tion and landownership.”’

In some instances, such lending has been
criticized for going to finance condominiums,
nonfarm businesses and wealthy ‘‘weekend"’

farmers.

David A. Stockman the Reagan ad-

. ministration’s new budget chief, has said

that 'he would propose restrictions on loans

[

by the Farmers Home Administration, whick

. he called ‘“‘one of the great sleepmg giants of

the whole budget.”
But it is unlikely that Stockman’s targets

"will include the farm lending portion of the

agency’s $45 billion portfolio, which has in-
cluded financing of office buildings, fast-food
stores, condominiums and such corporations
as Perdue Farms, ’

it RV

Not surpnsmgly, many farm lenders dxsagree vnth the

-Mlchael Boehlje of Jowa State University and Stephen

-, ~Gabriel and John E. Lee Jr. of the Agrlculture Depart-

" Ement.
< The three agricultural economists questloned
-*whether agriculture needs spec:a] crédit considerations
“today,” particularly, they said, since the farm sector is
. now one of ‘‘large, capltal -intensive busmesses earning
) competmve returns i :

ot - S
- R

Bergland analy51s

“There is no ev1dence that credit is a villain responsi-
ble for these trends,”” said George D. Irwin, director of
the economic analysis division of the Farm Credit Ad-
ministration, the federal agency that regulates the Farm
Credit System, in a recent interview.

“Farm credit has simply facilitated changes which ex-

- ist in the underlying economic forces.”
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STATEMENT OF INTENT

HOUSE BILL 740

A statement of intent is reguired for House Bill 740 because it
delegates rulemaking authority to the Department of Livestock in
section 3.

The purposes of the Montana Beef Research and Marketing Act are
similar to those of the Montana Pork Research and Marketing Act and it
is the intent of the Legislature that it be administered in a similar
manner. Rules adopted under HB 740 should not be significantly different
from those adopted under the Montana Pork Research and Marketing Act.

It is the further intent of the Legislature that the Department
pursue the goals of the Act by expanding the research and marketing
efforts that already exist. The Department should not establish any
research unit or agency of its own but should carry out 'the purposes
of the Act in cooperation with local, state, or national organizations,
public or private, in carrying out all phases of research and marketing
contemplated by the Bill. The Legislature expects that most Montana

research and marketing activity will be handled by the Montana Beef Council.
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STATEMENT OF INTENT
HOUSE BILL 467
House Agriculture Committee

A statement of intent is required for House Bill 467 because it
delegates rulemaking authority to the Director of Agriculture in sections
9,10, and 12.

Section 9 says that the assessment on alfalfa seed must be paid
at times the department would prescribe by rule. The rules should allow
for administrative convenience for both the department and the growers.
Section 10 allows the department to adopt rules relating to procedures for
requesting a refund of an assessment under the act. Section 12 grants
authority for the department to prescribe records that must be kept by
alfalfa dealers as an aid in enforcing the provisions of the act. All
such rules should be as simple and easily complied with as possible.

In that the purposes and structure of the Alfalfa Seed Industry Acg
are to a great degree analogous to the purposes and structure of the
Wheat Research and Marketing law, it is the intent of the Legislature
that rules adopted should be similar in nature to those adopted under

the Wheat Research and Marketing law.



—Proposed by Rep. Thoft &S?¢

Proposed Amendments to SB 4

1. Title, lines 7 through 12.

Following: "UNIVERSITY;" on line 7

Strike: line 7 through "COMMITTEE;" on line 12
Insert: "APPROPRIATING FUNDS TO SUPPORT THE PROGRAM;"

2. Page 2, line 8.

Following: "through"
Strike: "9"
Insert: VA

3. Page 2, line 11.
Strike: wgw
Insert: wn

4, Page 2, line 13 through line 1l4.
Strike: subsection (1) in 1its entirety
Renumber: subseguent subsections

5. Page 2, lines 17 through 19
Strike: subsection (3) in its entirety
Renumber: subsequent subsections

6. Page 3, line 5.

Following: "through"”
Strike: "9"
Insert: nan

7. Page 3, line 16.
Following: "control;"
Insert: "and"

8. Page 3, line 18.

Following: "appropriate"
Strike: "; and "

Insert: .

9, Page 3 line 19. .
Strike: 1line 19 in its entirety

10. Page 3, line 20 through line 21 on page 4.
Strike: Section 5 and Section 6 in their entirety
Renumber: subsequent sections

10. Page 4, line 23.
Following: T"report"
Strike: "to the committee by"

11. Page 5, line 9.
Strike: "committee and the"



12, Page 5, line 11.

Following: "through"”
Strike: "9"
Insert: "7"

-

13. Page 5, line 12.
Following: "through"
Strike: "9"
Insert: "7"

14. Page 5, lines 19 and 20.
Strike: subsection (a) in its entirety

Insert: "(a) money appropriated for research or education under
[sections 1-7]; and"

15. Page 5, line 22,
* Strike: "the committee or"

16. Page 5, line 23.

. Following: "section”
Strike: "8"
Insert: "e"

17. Pages 6 line 2 through line 13 on page 10.
Strike: sections 10 and 11 in their entirety
Renumber: all subsequent sections

18. Page 10, line 13.
Jollowing: line 13
« Insert: "Section 8. Appropriation. There is appropriated to the
agricultural experiment station weed research and education account
for the purposes of the Montana Weed Research and Education Act
from the resource indemnity trust interest account:
(1) $307,000 for the fiscal year ending June 30, 1982; and
(2) $320,000 for the fiscal year ending June 30, 1983.
. Renumber: Subsequent sections.



Senate Bill 4
Amendments to statement of intent required if Rep. Thoft amendments are adopted.

1. Page 1, lines 16 through 20.
Strike: "Recommendationg' on line 16 through "rules.” on line 20.
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Representative Ellerd's amendments to SB 4

1. Title, line 8.
Following: "PRIVAFE"
Insert: "PRIVATE"

2. Page 2, line 18.
Following: "PRIVATE"
Insert: "private"

3. Page 9, line 8.
Following: ‘"refund"
Insert: "private"

4., Page 9, line 12.
Following: "PRIVATE"
Insert: "private"
1o €
5. Page #, line 2B.
Following line 28 % ()
Insert: 7ﬁpon submission of a written request to the director of the
agricultural experiment station of Montana state university, a landowner
may obtain a refund of the tax he has paid. The request must be made
not less than 3qﬁays or more than 90 days following payment of the tax.
The director shall, upon receipt of such a timely refund request, refund
the tax paid by the landowner The director shall keep a record of all refunds
at least 2 years.
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