
49th, LEGISLATURE" SECOND SPECI,AL SESSION 

MI.NUTES OF THE SENATE JOINT 
AGRICULTURE COMMITTEES AND THE 
HOUSE APPROPRIATIONS COMMITTEE 

March 26, 1986 

The Senate Joint Agriculture Committees and the House 
Appropriations Committee was called to order on the above 
date in room 325 of the State Capitol at 1:00 p.m. by 
Chairman Boylan. 

ROLL CALL: Senator Boylan asked committee secretaries to 
note the roll for the individual committees. Attached are 
copies of House Agriculture and Appropriations roll call. 
Senate Agriculture members were all present. 

Senator Boylan introduced the Chairman of the House Agricul­
ture Committee, Representative Jim Schultz and Representative 
Francis Bardanouve, Chairman of the House Appropriations 
Committee. 

CONSIDERATION OF SENATE BILL 7: Senator Ted Neuman, SD 21, 
Great Falls, chief sponsor, explained the bill. The bill 
pertains to the agricultural production loan linked deposit 
program. It provides for the placement of $50,000,000 of 
public investment funds to financial institutions at a rate 
1% below the current six month CD rate. Senator Neuman's 
full testimony is attached as exhibit #1 and #la. 

PROPONENTS: Mike Grove, Governor's Council of Economic 
Development, said he had listened to testimony the past three 
months and has looked into what other states have done. He 
said the Council supports the linked deposit program. Pre­
sently there appears to be a lot of people without financing 
in place. Most of the banks had money to lend. The money in 
place is not the critical factor. It is with the qualifying 
of the borrowers. Banks can take that money and reloan it 
when their money is short. The program, used properly, 
could be of some assistance to farmers. 

Keith Kelly, Montana Department of Agriculture supports the 
bill. He said that it is not just last year's drought, but 
goes all the way back to 1930. This program may offer 
financial institutions some assistance for the few additional 
borrowers scattered around the state. Something needs to be 
done and addressed immediately because many producers have 
not been able to get financing lined up and crops are ready 
to go in. He said there should be an immediate effective date. 
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Terry Murphy, President Montana Farmers Union, said they 
support the bill. It is not the solution to agricultural 
problems, but it is help that is desperately needed. 

Ron Py£er:~ I Montana Credit Union League, said the league 
represents III of the 114 credit unions in Montana. While 
they have very limited loan authority they do have some credit 
unions throughout the state that make agricultural loans. 
They appreciate being able to participate in the program. 

Pat Underwood, Executive Vice President of the Montana Farm 
Bureau, said they would like to go on record in support of 
the bill. They have worked in the last month on the national 
level on long-term legislation on debt restructure. One of 
the things they have been asked to do on the individual state 
level is to support programs that can be effective to some 
people. The problem is wide spread across the nation. 

Mons Tiegen, Executive Vice President of the Montana Stock­
growers Association and Montana Cowbelles, on record in 
support on the standpoint that something has to be done. The 
only reservation they may have is that it may not go far 
enough. This will be helpful to their people who have had to 
sell their cow herds. Now they will have some money to restock. 

Bill Nelk, No:r-th:e·rn PQ(a'.ih<S Res . COn .on record in support. 

Robert VanDerVere, concerned citizen and lobbyist, thinks 
this is a good program. He feels the big corporations will 
come in and buy the land, tieing it up so nobody can hunt or 
fish on it. 

Esther Ruud, Executive Secretary for the Montana Cattlemans 
Association International, supports the bill. 

Chet Kinsey, Montana Low Income Coalition, said agriculture 
puts 61 million dollars in Hill County in a year. A lot of 
that is labor and they are interested in keeping people in 
work. Testimony attached as Exhibit *2. 

Jim Murry, Executive Secretary, Montana AFL-CIO, wished to 
go on record in support. 

Representative John Cobb, HD 42, talked about the ripple 
effect on the 50 million dollars. For every dollar invested 
it has a ripple effect that shoots over and over in the commun­
ities. For agriculture it is $2.23. The first 50 million 
goes to a person who is getting an operating loan. When he 
spends it there is a 50 million dollar ripple effect to the 
community. It is better to take the money from out of state 
and put it into this state. If you take money already invested 
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in the state and push it around, there is less of a ripple 
effect. 

Bill Campbell, Montana Education Association said many of 
their members support the bill. They feel it will help the 
schools as well. 

Al VerS:ChDot., ,MPA, rancher at Ronan, supports the bill. 

Del Rodrigues, MFA, in support. Testimony attached as 
Exhibit #3. 

John Allhands, Commissioner from Madison County, in support. 
He brought along a thick book containing the delinquent tax 
list from Madison County. He said many are delinquent be­
cause they cannot get financing at local banks. The PCA 
is not involved fully. The flnHA is procrastinating on their 
loans. In Madison & Beaverhead Counties they had a 100 
year flood in 1984. In 1985 they had the drought. As far 
as he could find out from the ~ they hadn't processed 
one flood loan in Madison or Beaverhead County. He felt the 
bill is very essential. 

OPPONENTS: None 

Senator Neuman in closing thanked the people and organiza­
tions that came to testify. He said he thought the bill was 
very important and you can see by the turnout the people in 
Montana feel it is very important also. 

Committee Questions: Senator Williams was concerned about 
line 24, page 2 - eligible lending institutions. He wondered 
why nobody from the ~or PCA had testified. Senator Neuman 
answered that the PCA's capital structure does not allow them 
to use this program. Other institutions such as savings and 
loans and credit unions would be accessible to this as well 
as banks or other traditional lenders. 

Representative Bardanouve asked Senator Neuman if he had 
any signals from bank authorities that they will cooperate 
or use this bill. He hadn't heard any bankers testify in 
favor of the bill. Senator Neuman said he had communica-
tions from some bankers that they could use the funds. Currently 
in Montana the banks have sufficient capital to loan. When 
interest rates fall, people with CDs in the banks cash them 
in and move into other areas. For small rural banks he felt 
this was a concern. 
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Representatj,ve Koehnke inquired about a natural disaster 
being a p11'iority. Senator Neuman said they haven ',t prior­
itized that in the bill. They would leave that to the 
lenders. The lenders would look at individual cases and 
take those good operators who for some reason other than 
management, are in financial trouble and can't secure 
financing. It is not a bail-out bill for operators who 
have for long periods of time been unable to get the 
capital. It is for those operators close to cash-flowing 
but, for some unforeseen reason been brought into situations 
where they need capital. 

Senator Neuman answered Rep. Swift that he had not discussed 
the 30% ratio with any bank or lender. The intent of the 
30% floor was so the loans wouldn't flow to top raters who 
don't need these loans. They didn't think there was a need 
for a cap because the lenders who use the funds make these 
decisions as to how high the debt to asset ratio is. Since 
the state is not at risk, why should we put a ceiling on it. 

Representative Kohnke called on John Cadby to answer Repre­
sentative Bardanouve's question on behalf of the bankers. 
Mr. Cadby, Montana Bankers' Association said he had with him 
their counsel, George Bennett, and two bankers, Philip 
Johnson First Bank, Helena, and John Patterson with the Bank 
of Montana. The Association has not taken a formal position 
on the bill. They are at a neutral position because they 
can't predict without surveying all 170 banks how much of 
this money will be used, if any. He felt it may be a 
successful experiment, or it may not. 

Representative Peck asked if, according to the bill, they 
are getting money at 2 points less than they are lending it 
out. Mr. Cadby responded that banks typically try to operate 
on a spread of 3 to 5 points, and you're asking them to 
operate on 2 points. This obviously would not make it as 
attractive as a normal loan. Under the Farmers Home Loan 
Administration's interest rate buy-down program, the FmHa 
takes up to a 2 point cut. The lender and the bank also 
takes up to a 2 point cut, or a total of 4 points. The 
borrower gets that money at 4 points below normal, or market 
rate. The lender, in giving up his 2 points in yield, does 
get from FmHA up to a 90% guarantee of that loan. So the 
federal agency, in essence, is assuming a portion of the 
risk, sharing it with the lender. That program is in place 
right now. FmHA is putting out guaranteed funds as rapidly 
as they can and also utilizing the interest rate buy-down 
program. Banks are actively seeking those funds right now. 
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Representatiye Peck asked Mr. Cadby if from his statement 
this is not a highly attractive piece of legislation from 
the bcinker ,. s standpoint. Were there any features to the 
bill that would make it more attractive. Mr. Cadby said 
that in his conversations with a few bankers, they may have 
a few customers where the lower rate of interest might be 
utilized but it would have to be a performing farm unit. 
They would need to improve the cash flow by raising the 
amount of the loan from $50,000 to a higher limit. $50,000 
doesn't amount to much money in a typical Montana farming 
unit. The higher the amount, the more attractive to the 
lender or borrower. 

Representative Bardanouve asked if Mr. Cadby felt the bankers 
really supported the bill. Mr. Cadby answered that when 
it could be predicted with more certainty, they could come 
in with a more certain attitude. In today's climate it 
is impossible to predict what will happen to the ag community 
over the next few years. As a lender they hate to come in 
and say one way or another. 

Representative Ellerd asked if there were any restrictions 
as to how the money could be used. Sen. Neuman referred 
the committee to section 2, page 4. "The operation must 
certify on its loan application that the reduced rate loan 
will be used exclusively for its necessary production ex­
penses, etc.," was put in to indicate the money is to be 
used to get the crop in the ground this spring or for year­
lings to put out on the grass for the summer. They didn't 
want to absolutely prohibit any capital investment in case 
a tractor blew up or other major expense was incurred. It 
is their intention to use it for production. 

Representative Jenkins asked in regard to the FmHa guaranteed 
loans, would anyone who could not qualify for them qualify 
for this program. Phil Johnson, 1st Bank, Helena, said if 
a person can't meet the requirements under a FmHa guarantee 
program, the bank would probably not entertain the loan 
request under this program. If we are talking about a 
trouble borrower and they have a loan that is already in 
jeopardy, and whether we're going to utilize this program 
to get him through one more year, there's going to have to 
be some guarantee for the additional $50,000 that is loaned, 
whereby the bank is going to get that back plus the interest 
that accrues. 

Rep. Ellison asked how large a segment of ag people this 
addressed. Mr. Johnson answered 50 million. Mr. Johnson also asked 
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about page 6, lines 19 through 21, penalties, where a person 
knowingly' makes a false statement concerning a loan opera­
tion and you are identifying this as a misdemeanor, he 
thought it should be "fraud". He wasn't sure one year 
would be enough time for the program to work. 

In answer to Rep. Cody's question, Sen. Neuman responded 
that 5 or 6 other states have programs similar to this 
and there is currently over 6 hundred million dollars put 
out on the programs. 

Rep. Bachini asked if $50,000' is adequate for a stockgrower. 
Senator Neuman answered it won't restock an entire ranch 
but if they could use this plus some from other lenders 
they may. Mons Teigen answered that $50,000 is minimal. 
Most of the livestock operations spend more. This bill is 
a test which mayor may not work. 

Hearing closed on Senate Bill 7. 

CONSIDERATION OF HOUSE BILL 10: Representative Jim Schultz, 
HD 30, Lewistown, chief sponsor of HB 10 said his bill is 
the appropriation follow-up to Senate Bill 7. The bill says 
they will have $250,000 for the interest buy down. The 
ef~ective date is immediately and termination date is March 
15. Loan making terminates on August 15, 1986. 

PROPONENTS: Keith Kelly, Department of Agriculture said 
their department supports the bill. 

OPPONENTS: None 

COMMITTEE QUESTIONS: Senator Aklestad asked since general 
fund money is involved, at what point was it going to be 
allocated? Rep. Schultz said this will be done as the loans 
come in. We could have a mass of $50 million available and 
nobody use it. If the loan program did not work, they didn't 
want to have to expend any of the appropriation made for 
the program. 

Hearing closed on House Bill 10. 

CONSIDERATION OF HOUSE BILL 11: Rep. Gay Holliday, HD 31, 
R,oundup, chie~ sponsor of HB 11, said it is a bill out of 
the Agric'Ulture Interim Committee and is an act establishing 
an agricultural assistance and counseling program to aid 
financially distressed farmers. Full testimony attached as 
exhibit #4. 

PROPONENTS: Keith Kelly, Department of Agriculture, 
presented a survey made in February 1986. He referred the 
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committee to the tables and charts given to the committee. 
The pie chart, page 1, is the Debt/Asset Ratio in Montana. 
It is broken down by age groups.- Page 2, Target Group Needs 
shows the percent of needs. Thirty-three percent of Montana 
agriculture is going in the wrong direction because of 
declining land prices, the drought of last year and low 
commodity prices. Eleven percent cannot face the problems 
they are faced with now. Forty-six percent with good equity 
positions may not be able to ride this out in a few years. 
Montana may have the worst record of servicing debt, both in 
real estate and non real estate. It is probably due to two 
factors. First, the severe drought of last year and drought 
in eastern Montana. Second the foreclosures. Page 3 per­
tains to the structure of the program. The hot line has a 
toll free telephone number where people can call in with 
their problems. Also provided will be financial consultants, 
CPA's, farm credit managers, and professional people whose 
business is providing advice and consultation to anyone who 
wants it. In addition, a financial consultant could provide 
financial analysis, enterprise analysis, cash flow analysis, 
debt service, debt restruction analysis, and anything else 
to make the place more cash flowable during these debt times. 

The Peer Counselor group would be the first point of contact 
with the producer in regard to a particular problem. They 
should be able to sort out what type of support or service 
is needed, such as whether the individual needs mental health 
services, job training or access to one of the financial 
consultants. They would help identify or maybe even do the 
1st inventory of the assets and liabilities. They would 
help organize them, then go to a financial consultant. Maybe 
some night a telephone call would come in from a very distressed 
person. They would be the first point of contact to refer 
the person to the mental health group if that is what's 
necessary. The other resource provided in this group would 
be some training. We could contract in this case with the 
university system, both through the Extension Service and 
the College of Agriculture, to do some assistance of training 
of the counselors. We may have some further training if 
necessary for the program to get up and on its way. The 
proposals are for a very minimal amount of legal assistance. 
We would contract with the University of Montana Law School 
to put together some resource information that is available to 
all lawyers across the state of Montana and pertinent to 
agricultural law. We would additionally contract with 
Montana Legal Services for a minimal amount of legal services 
to the financial consultant, or whoever it is they are working 
with. Another example is mental health. That would be one 
other category where the Peer Counselor Group could identify 
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SOII).e of the local community service support programs available. 

Mr. Kelly has had conversations with SCORE people about what 
they can do, as well as with the VISTA program. Mr. Kelly 
called attention to the technical amendments and the 4 
substance changes. The substance changes on page 2 of the 
amendments require financial statements and performance 
cash.,..·flow statements. The administration did not propose 
mediation. He thought voluntary mediation may be okay. It 
would be up to the committee. He did not think they had the 
financial resources to be able to do mandatory mediation. One 
part of the bill has the Department of Agriculture screening 
all the requests for mediation. He did not think the Depart­
ment wanted to be in the bureaucratic position of making 
these decisions. The cost to do this would be horrendous 
and take mos·t of the mediation money to make sure the 
Department had gone through a complete analysis. The other 
two substantive changes to the bill have to do with soverign 
immunity and a severability clause. The chart and amendments 
are attached as exhibit is. 

Marty Connall, Billings, does agriculture conSUlting and 
financial workouts. He carne at the request of Keith Kelly. 
The figures they worked out are: category a; farmers and 
ranchers. Ten percent are okay and will survive regardless; 
category b; 40 percent are in trouble and they are workable; 
catagory c; 25% are broke and don't know it; catagory d; 25 
percent are broke and know it. He said one of the big 
problems we face today in agriculture in the state of Montana 
is that for too long we thought of farming as a way of life. 
It is a business, and those that run it like a business will 
survive. Those that don't, won't. He cautioned the 
committees on the mediation of any type of moratorium. He 
was concerned with the effect it could have on the banking 
institutions. He thought even involuntary mediation would 
scare the banks. The banks have come through tough times here 
on bad faith law suits. The money is pouring out of Montana 
to the stock market and to other banks where they can get a 
better return on their money. If we scare the bankers and 
they don't make any loans to agriculture, he felt we would be 
a lot worse off. He thought we should do as Nebraska did and 
have a center for agricultural affairs. This is a private 
group endowed through state funds, federal funds and other 
institutions that act as a clearing house for a lot of the 
problems. The equity levels in a ranch or farm to survive 
today must be between 70 and 80 percent and a lot of them 
aren't there. They must reduce debt. The state debt laws 
should be reviewed. He said the best money to be spent in 
Montana should be in education. The education system could 
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go out through the state of Montana and educate the farmers, 
ranchers, accountants, lawyers and bankers as to what the 
problem is and how it can be solved. He did not think 
we needed advisors and consultants with ideas. We need 
people with solutions. 

Barbara Archer, coordinator of the Montana Farm Counseling 
and Advocacy Coalition was a rancher for nearly 20 years. 
They support the goals, but feel some amendments are 
necessary. The amendments are in regard to Peer Counseling. 
(amendments attached as Exhibit #6a). They also support 
Rep. Rapp~Svrcek's amendments on the borrower's right to 
mediation. The Montana Farm Counseling and Advocacy Coali­
tion is a group of volunteer farmer advocates who are 
linked in to a farm crisis hotline. They respond to farmers 
in financial stress. The yellow sheet describes the Coali­
tions work (attached as Exhibit #6b). Presently nine 
advocates are working with over 120 active cases. The 
hotline system has received over 100 calls a week during 
the last month. 

Dale and Mary Ann Fossen, farmers from Joplin, Montana were 
in favor of the amendments, including Peer Counseling. He 
is a third generation farmer, was in education in the Havre 
school system, and has had extensive advocate training. Mrs. 
Fossen is on the Mental Health Board and is involved in 
the "Bread Basket Blues", which talks about farm stress and 
helps farmers and communities. Mrs. Fossen explained that 
their analysis is based on their experience as Montana farm 
advocates since June 1985. She referred to the time-lock 
syndrome. The first stage of the four stage syndrome is 
temporary impotence. Wherever they turn they cannot get help 
for what they need. They are in a semi-frozen state. They 
are incapable and unable to function normally and cannot 
voluntarily engage their personal or impersonal management 
skills. Stage two is where farmer/rancher farm advocate 
intervention is very critical. Stage three is the realiza­
tion stage. He realizes he is not alone and there are 
options available. Stage four is motivation. A voluntary 
restoration of management skills that had been previously 
put on hold in stage one and two. Mr. Fossum said they have 
clients of all ages and all situations. 

Mary Kee, Roundup, has been ranching for 30 years and is a 
member of MPA. They are in favor of the amendments to the~right 
to mediation. Ranchers and farmers are being called into court 
by the Federal Land Bank because the PCA has refused to 
negotiate. They are facing total and complete liquidation. 
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They feel if their lenders had been willing to cooperate 
they would not be losing their farms or ranches. She said 
they need mediation and help now. Exhibit #7. 

Joan Voise, ~yegate, Montana, member of MPA in support of 
the bill with. the amendments. Full testimony is attached 
as exhibit i8. 

Susie Tilton Chiovaro, Great Falls, bankrupt rancher, 
Farmer Advocate. Full testimony attached as exhibit #9. 

Joe Duffy, Great Falls attorney said 4 years ago he didn't 
have any· farm clients. Now he has more than he can handle. 
He SUPPOFtS the bill and endorses the advocacy level in 
the amendments. He felt the greatest emphasis should be 
placed on the Peer Counselor. He suggested that the 7 
blocks the farmers are invited to check on the 1942 and 
1926 forms the FmHA are sending out are matters he would 
probably conduct an entire afternoon seminar on, yet the 
farmer is given a 30 day notice to have the forms sent back 
in. An advocate could help with this problem through the 
hot line. He felt lawyers, CPA's, etc. could call in on the 
h.ot line as a resource area. 

Ray Patte, Ryegate, in favor of HB 11 with addition of either 
mandatory mediation or right of mediation. Full testimony 
attached as exhibit #10. 

Curtis. Haskens, Polson, Montana, Montana Advocate and member 
of MPA, cited a case where he had a call from the hope line 
with a 54 year old widow in distress. She had lost her 
husband and a son in the last 15 months and the lender 
wanted to foreclose on her. He set up a meeting with the 
lender and as of Monday, she has a loan to operate. He 
asked the people in the audience who have had a bankruptcy, 
sheriff's sale or foreclosure in the last year to raise their 
hand. Several raised their hands. He asked the people in 
the committees if they knew someone who had a bankruptcy or 
sheriff's sale last year. Several hands went up. 

Jack Heyneman, Chairman of the Northern Plains Resource 
Council, and a rancher living in Fishtail, Montana, said he 
was very strongly in favor of the Rapp-Svrcek amendment with 
regard to mediation. He passed out a handout explaining the 
amendment, attached as exhibit #11. He said the amendment 
gave the lender and the borrower a chance to sit down with 
a third party and talk. If a working arrangement can be 
worked out, everyone wins. The lender, the borrower and the 
community win. 

Mike Grove, White Sulphur Springs, Governor's Council on 
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Economic Development, AG Credit Subconunittee, said his 
committee on the linked deposit bill spent a lot of time 
listening to testimony on the counseling program. They feel 
the counseli,ng program has a lot of merit. On the financial 
and legal side it should have highly qualified intelligent 
people. It includes Extension Service, CPA's, attorneys 
and the volunteer groups. Regarding mediation, they 
supported it on a voluntary basis. 

Jo Bruner, Power Farmers Elevator Company was in support. 

Lavina Lubinus, WIFE, in support. Full testimony attached 
as exhibit :/1:12. 

Steve Waldron, Executive Director, Montana Council of 
Regional Mental Health. In support. Full testimony 
attached as exhibit :/1:13. 

In view of the shortage of time, Senator Boylan asked if 
there were any opponents who wished to testify. Mr. L. C. 
Terrett came forward. 

OPPONENTS: Mr. L. C. Terrett, Billings consultant and ex­
banker was concerned about the portion on mediation. He 
said you are leading banks in to positions where they are 
going to frown on making any ag loans. The legislature 
should think about what is happening in the farm credit 
system also. Brief testimony is attached as exhibit #14. 

~epresentative Bardanouve asked Mr. Terrett what a Montana 
banker would rather have,~ediation or the long-time 
moratorium for a year on all foreclosures. Mr. Terrett 
answered that they would favor neither one. Rep. Bardanouve 
thought maybe they should take one or they wouldn't have 
anything. 

There being no further opponents, Senator Boylan directed 
questions back to proponents. 

PROPONENTS; Wink Nyhart, Twin Bridges. Testimony is 
attached as exhibit #15. 

Bill Milton, sheep and cattleman from the Roundup, Montana 
area, representing farmers and ranchers in that area. He 
said he supports the right to arbitrate. He said if you 
don "t allow the right to mediate , why are you going to 
provide counselors. Why should we ask farmers and ranchers 
to get their house in order and then not give them 
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the opportunity to sit down and have a fair hearing with 
their lender. He said mediation and counseling go hand 
in hand. He told the committees they have before them 
today some options to find some direct relief and assis­
tance to the operators in the state of Montana. Every 
foreclosure that comes down reduces everybody's equity. 

Neil O. Petersen, Sheridan, Montana, MPA, in support of 
the right to mediate and the advocacy program. 

Esther Ruud, Montana Cattlemens Association International, 
Malta, Montana. She said a month ago the headlines in 
their Phillips County newspaper reported 40 FMHA residents 
in Phillips county received foreclosure notices. She 
said 20 of the notices were category I action notices and 
20 were notices to get loans current. She said she has 
been working for 9 years to get a better price for 
agriculture and she is still trying. 

Al_ Verschoot, Ronan, Montana, MPA, said he has been 
pushing mandatory mediation for 6 months. Many people 
in their later years are going to loose their place 
because they are being called bad managers. Many have been 
farming for 30 years and in those 30 years have probably 
had 10 good years. He thought they were the best managers 
in the world. He didn't think any bank or business could 
operate or stay on the place as long as the farmers and 
ranchers have with the adverse conditions and opposition 
they've gotten from their government, bankers and elsewhere. 

Nancy Collins, co chairman of the Women's Lobbyist Fund 
wanted to go on record for her group in support. 

John Ortwine, Montana Catholic Conference in favor. Full 
testimony attached as exhibit #16. 

Jim Murry, executive secretary Montana AFL-CIO in support. 
Full testimony attached as Exhibit# 17. 

Terry Murphy, President of Montana Farmers Union, in support. 
Testimony attached as Exhibit # 18. 

Pat Underwood, Montana Farm Bureau and Montana Stockgrowers 
Association, in support of the bill as it is, at this time, 
without amendments. 

John Allhands, Madison County County Commissioner, referred 
to the delinquent taxes previously mentioned in testimony on 
Senate Bill 7. Over 40% is agricultural delinquency. There 
is over $580,000 on real estate in 1985 and personal property 
is $37,000. It effects county government tremendously. 
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Seventy-two percent goes to schools, coming close to 
$480,000 that the schools are short. They have received 
no tax dollar back from the bankruptcies in Madison County. 
The banks are selling personal property, cattle and machinery, 
collecting the money, but not paying the taxes. He thought 
mediation would give the county time to take out the taxes 
the banks are putting in their pockets. 

COMMITTEE QUESTIONS: Rep. Koehnke asked Mr. Cadby to 
comment regarding the objections to mediation. John Cadby 
said the bank is in a no win situation because if they 
refuse to mediate they can subject themselves to a law suit. 
If they mediate and don't accept the conclusion, they are 
also SUbjecting themselves to litigation. He thought they 
had about 100 cases pending statewide. He said they can 
support the spirit and intent of the bill. The bankers 
are sympathetic to the situation of the ag customers. You 
have to keep in mind that they are loaning your savings so 
they have to be prudent investors when they do that. He 
wanted the bill kept in a voluntary, unbiased spirit. If 
the bill is altered in some way as to become an advocacy 
program for the ag customer, or the other way, then he felt 
the whole program would be jeopardized. 

Senator Aklestad asked Mr. Kelly if he felt that under the 
existing bill, his department would be liable if bad advice 
is put out. Keith Kelly said they have offered an amend-
ment to exempt the liability on the department people work­
ing on the program. They thought they should have profession­
ally trained people to minimize the liability of the Peer 
Counseling group. 

Senator Aklestad asked if Mr. Kelly was concerned about liability 
and "therefore· wanted immunity.in .t.he bill. Mr. Kelly 
said that was correct. 

Rep. Bardanouve said Mr. Kelly was a little premature on 
soverign immunity. Until the legislature passes a consti­
tutional amendment and until the voters approve it in 
November and the 1987 legislature puts in some limitation 
on liability, he didn't think the amendment was worth the 
paper it was written on. Kelly said they had attempted to 
structure a program to minimize the liabi.li ty. 

Rep. Ellinson asked Mr. Kelly if it would be wise to not 
put anything into the bill to increase our chances of 
getting liability coverage. Kelly answered that they had 
offered mainly technical amendments to minimize liability. 
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Rep. Rapp-Svrcek asked Senator Towe to address the problems 
alluded to by Mr. Kelly and Mr. Cadby regarding the liability. 

Senator Towe said that as an attorney he represents bankers, 
farmers and ranchers and has been on both sides. Because 
he knows a bit more about the banking industry he has been 
very successful as an attorney in mediating. He said 
bankers are very receptive. Mediation is the single 
most important thing the legislature can do for the farm 
crisis at this time. He was not talking about mandatory 
mediation or rroratoriums. The voluntary part in the bill was 
not bad he said but he would' 'like to see a requirement 
that if one of the parties wants mediation they can request 
it. Once it is requested and the procedure is outlined, 
the parties would have from 30 to 60 days or less to find if 
it would work. He felt with suggested solutions, possibly 
80 percent would settle out. He said that after the 30 
days if either side wanted out they should be able to 
get out. He felt that this little bit would have an 
enormous' impact on the farm economy in the state. In regard 
to "bad' faith", it is true that if anyone in this 
state bargains with another person in bad faith, they may 
be held liable. The bad faith we are talking about is 
where they are really not intending to bargain, but are 
out to get that person for some other reason. If their 
actions are such that they tell them one thing and then 
do another, they might have a problem. He said if we work 
out the language it will give the bank the opportunity to 
go through and demonstrate their good faith. 

Senator Boylan said it has been brought out today that the 
bankers have been blamed for a lot of this. He said there 
are other institutions that have farmers and ranchers as 
their Board of Directors. None of them are appearing here 
today. They are to blame as well. 

Senator Towe said he was not fearful of most of the bankers. 
It was some of the out-of-state insurance companies, 
foreign lenders and people who don't understand what is 
going on. Those are the people we need to get into that 
bargaining table. We need more teeth than this bill has in 
it right now. 

There being no further questions, the joint hearing was 
closed. 
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Additional exhibits attached are #19, letters and written 
testimony for HB 11 and #20, proposed amendments for HB 11. 

ADJOURN: There being no further business, the hearing was 
adjourned at approximately 3:40 p.m. 
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SENATE AGRICULTURE COM. 
March 26, 1986 

SB 7 
EXHIBIT #1 

~1embers of the committees I offer for your consideration 

SE:-lATE BILL 7. Senate Bill 7 is a bill to !,rovide the use of 

$50,000,000 short term investment pool funds to financial institutions 

at a rate 1% below the current six month CD rate. These funds 

would be invested in Montana financial institutions who agree to 

nass on these funds to agricultural borrowers at no more than 2% 

above the cost of these state funds. 

In order to be eligible for these loans the agriculture 

businessman must have a debt to asset ratio qreater than 30%. ITe 

must also make more than 70% of his income from a Montana farming 

operation. ~o loan to any individual could exceed $50,000. These 

loans would be short term ~roduction loans and could also be used 

..,. to purchase livestock for other than breeding 1?ur~oses. Senate 3ill 7 

contains several provisions that \~ould insure these loans are not 

used in a manner o~her than is contemplated by this bill. 

This bill is similar to legislation in many other agricultural 

states that is providing 600 plus millions of dollars to hel~ farmers 

survive the financial crisis of their lives brought on by low 

commodity nrices and hiqh interest. 

A recent study at M.S.U. stated t~at for each 1% dro? in 

interest rates about 2.3% additional Montana farms would cash flow. 

~'!ontana has about 16, t)()f) professional farmers. That \'lOuld indicate 

about 1400 farmers would be helped by a 4% write-down of interest. 

These figures must be adjusted down somewhat because as the interest 

rate declines fe\~er farmers are helped by each point. 

I t~ink you can reasonably assume then, based on the study, 

that approxi~ately IOOf) farmers would be heloed bv this program. 



-2-

N;1at types of individuals will benefit from this orogram? Will 

farmers who have been marginal for a number of years be helped? The 

anS\'ler is pro!iably not, but it will help the farmer who is marginal 

because of drought or other factors that are not attributable to 

poor management. 

I believe the lenders, especially in the heavily agricultural 

areas, want to keeo as many farmers on' the land as they possibly 

can. So, I believe they will use this money to help those good 

managers who can structure their o~eration~ so that this interest 

savings is in concert with other savings or innovations and will 

mate the difference in obtaining an operating loan for this soring 

or fall. 

The most ci:itical need tor this progra.'1\, I think, is in the 

livestock ino1.lstry \vhere many o,,?erators have been forced to sell 

their cow herds hecause of the drought and now are not able to buy 

yearlings to use their grass this summer. I hope the lenders who 

look at this program will give special attention to that particular 

sector of the agricultural industry. 

T~Vjim 
3/2G/R6 

I will be qlad to answer any questions. 



BILL SUMMARY 

SENATE AG. COMMITTEE 
3/26/86 
SB 7 
EXHIBIT #la 

( Senate Bill 7 / House Bill 10 ) 

Prepared by Dave Cogley 

Staff Attorney 

Legislative Council 

Senate Bill 7 authorizes the Board of Investments to place 

up to $ 50 million dollars in 6-month certificates of 

deposit with lending institutions wishing to participate in 

a linked deposit loan program, at an interest rate 1% below 

the current market rate for such certificates. 

Under a linked deposit loan program, participating lending 

institutions would be required to make agricultural 

production loans not exceeding $50,000 per borrower at an 

interest rate not exceeding 2 percentage points greater than 

the rate payable on the certificates of deposit, resulting 

in loans at around 8-1/2%. 

The lending institutions would make loans using "usual 

lending standards" and would retain all risk of loss or 

default on loans issued. 

Procedures and requirements for investing funds with 

financial institutions are contained in Senate Bill 7. To 

avoid low interest rate loans under the linked deposit 

program being issued to the lender I s best customers, a 

producer is required to have at least a 30% debt to asset 

ratio in order to qualify for a loan. 

The linked deposit program provided for by Senate Bill 7 is 

temporary, with the authority to place linked deposits 



terminating August 31, 1986. The bill would terminate some 

6 months later, unless extended by the 1987 Legislature. 

House Bill 10 provides for an appropriation to fund the 

program established by Senate Bill 7. The appropriation is 

made from the general fund in the amount $ 250, 000 to 

replace the potential earnings lost because of the required 

1% discount in the purchase of certificates of deposit under 

the program. 

2. 
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EXHIBIT #5 

March 26, 1986 

House Bill 11 

An Act Establishing An Agricultural Assistance and Counseling Program 
To Aid Financially Distressed Farmers. 

-.. 

House Agriculture Committee 
Senate Agriculture Committee 
Appropriations Committee 

Presented by 

Keith Kelly 
Director 

-
Montana Department of Agriculture 
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Hot Line 

Agricultural Assistance/Counseling Program 

Financial 
Consultant 

Coordination 

Peer 
Counselor 

Other 
Resources 

i.e. 
Training 
Legal 
Community Services 
Mental Health 



Amendments to HB11 
Proposed by the Montana Department of Agriculture 

Amend page 1, section 1, line 21 

following: 
insert: 

"avoid" 
or mitigate 

Amend page 3, section 2, subsection (7) (c), line 1 

Subsection (7) (c) reads as follows: 
(c) a person with a statutory lien or a perfected 

security interest in agriculture property; or 

Amend page 3, section 2, subsection (8), line 6 

following: 
insert: 

"without" 
a perfected security interest 

Amen~ page 3, section 3, subsection (2), line 14 

following: 
strike: 
insert: 

"financial" 
eelil'\Se~~fHJ 
consulting 

Amend page 3, section 3 , subsection 

Amend 

following: "management" 
strike: ~ra~l'\~l'\tJ 
insert: consulting 

page 3 , section 3, subsection 

following: 
insert: 

"legal" 
information 

Amend page 4, section 4, line 1 

"service" 

(2) , 

(2) , 

following: 
insert: college of agriculture 

Amend page 4, section 4, line 3 

following: 
insert: 

"state" 
or federal 

Amend page 4, section 4, line 4 

"corporation" 

line 15 

.... 

line 16 

following: 
insert: or the University of Montana Law School, 

Amend page 4, section 4, line 15 

following: 
insert: 

.~ . 

"coordinator" 
and necessary staff 

p 1 



Amend page 5, section 6, line 11 

strike: 

Amend page 5, section 6, line 11 and 12 

strike: 

Amend page 5, section 6, line 16 

following: 
insert: 

"filing" 
or responding to 

Amend page 5, section 6, line 23 

insert: new subsection (d) to read as follows: 

(d) financial statement(s) and proforma cashflow 
statement (profit/loss) including any non-farm 
activities. 

Renumber subsequent subsections 

Amend page 5, section 6, line 25 

insert: new subsection (3) and it reads as follows: 

(3) In filing or responding to a mediation request, the 
secured creditor(s) shall provide: 

~ The information pertaining to the basis of the 
credit determination: -

l£L Financial statement(s) and proforma cashflow 
statement on the respective borrower: 

lEl Statement regarding status of the borrowers 
loan performance: 

(d) Indicate name and title of authorized 
representative of the creditor authorized to enter 
into a binding mediation agreement: and 

~ any additional information the department may 
require. 

Renumber subsequent subsections 

Amend page 5, section 6, line 25 

following: 
strike: 
insert: 

"farmer" 
reE:fliest::i:l'HJ 
or secured creditor in 

Amend page 6, section 6, lines 4 and 5 

following: 
strike: 
insert: 

"department" 
or-~t:s-age~t:-~fta~~-e~a~\iat:e-eaeft-re~lie~t:-a~e-may 
shall 



Amend page 6, section 6, line 8 

following: 
strike: 
insert: 

"agrees" 

or if the mediator determines that an unsecured 
creditor is a necessary party to the mediation. 

Amend page 8, section 12, line 24 

insert: new section 12 as follows: 

Section 12. Sovereign Immunity. The state of Montana acting 
by and through the Department of Agriculture, it's 
employees, contracted services and personnel shall be immune 
from liability in the performance of the duties and 
responsibilities of this act. The State shall not be liable 
for any action brought against it as a result of any errors, 
omissions, or negligence that occurs as a result of 
providing services pursuant to this act. 

Renumber-subsequent sections 

Amend page 9, line 6 

insert: new section as follows: 

Section __ Severability. If a part of this act is invalid 
all valid parts that are severable from the invalid part 
remain in effect. If a part of this act is invalid in one 
or more applications, the part remains in effect in all 
valid applications that are severabl.e from the invalid 
application. -

.. 



SENATE 

AMEND SECTION 1: 

AGRICULTURE COMMITTEE 
3/26/86 
HB 11 
EXHIBIT #6a 

Purpose~ It is the declared purpose of (this act:! to establish an 
emergency program to directly assist individual farmers who are financially 
distressed by providing them assistance and counseling to manage farm credit 
problems, to avoid forced liquidation or farm foreclosure, to cope with the 
financial stress resulting from adverse conditions of agriculture in this 
state, and to maximize the effectiveness of this program by utilizing peer 
counselors and cooperating with the private sector. 

AMEND SECTION 2 (definitions) TO ADD: 
(8) "Peer Counselor" means a person who is or has been involved in production 
agriculture and who has been trained through the Department and others in fin­
ancial counseling and mediation/negotiation techniques and who works to aid 
financially distressed farmers through this program. 

AMEND SECTION 4(a) TO ADD AS NEW SECTION (i), R~~UMBER SUBSEQUENT SUBSECTIONS: 

(i) a network of trained peer counselors who can directly assist financially 
'distressed farmers; 

AMEND SECTIONS 4(b): .... -
(b) contract for services with qualified personnel, including peer counselors, 
farm management specialists, accountants, attorneys, and mental health pro­
fessionals, to provide the assistance required under C.section 3~; 

AMEND SECTION 4(d) 
Cd) provide training for peer counselors to assist farmers needing help with 
farm financial management problems; 

ADD SECTION 4(g): 
(g) provide peer counselor access to computer and computer programs. 



SENATE AGRICULTURE COMMITTEE 
3/26/86 
HB 11 
EXHIBIT # 6b 

THE MONTANA FARM COUNSELING AND ADVOCACY COALITION 

"In any real understanding there_.aren't any good guys and bad guys. There are only 
human beings in a leaking boat. When we look to the right or left we do not see 
• • • (farmer·s or bankers or small. business people or borrowers or lenders) • • • 
All we see are some people bailing and Some people rowing because there are children 
in this lousy boat and weare in deep trouble." The Rev. Leonard Kayser, from 
Violence in Rural America, Ca.tholic Rural Life. November, 1985 

FARM CRISIS 
. " 

HOPELINE ~ 
I 

653-2492 

"Farmers Helping Farmers" 

The idea of farmers helping farmers 
in Montana originated within farm 
and ranch communities. Assessment of 
needs was done by farmers and ranchers 
themselves. The Montana Farm Coun­
seling and Advo'cacy program was 
designed and activated by farmers 
and ranchers. 

"Farmers can be very effective 

The MFCAC is committed to the idea that 
PEOPLE ARE NOT EXPENDABLE, therefore: 

*All people affected by the farm crisis can 
be helped in some way. 

*~ffCAC encourages self-development, self­
help, and self-advocacy within the community, 
thereby avoiding creating new dependencies 
of the sort which led to the current farm 
crisis. 

*MFCAC encourages calls from people BEFORE 
the situation is desperate. There may be 
opportunities through reservicing and re­
structuring to avoid the heartache others 
have experienced~ 

*MFCAC is committed to helping so-called 
"worst cases" as well as those who have a 
good chance of making it on the land. People 
in the worst situations need the most support. 
Their literal, physical survival is at stake. 
These persons have the most potential for 
violence because, "I have nothing to lose." 
Thev are also most vulnerable to improper 
advice and they carry the most tax liability. 

*MFCAC sees itself as a mediator and negotiator 
between borrowers and lenders, thus-, prevent­
ing polarization and splitting of communities 
and enhancing the life of communities. 

The HFCAC OFFERS THESE SERVICES: 

! self-and lay advocates •• I. farmers 
as advocates are often more effect­
ive, especially yhen they have 
support, than an attorney or para-
legal would have on the "front 1) Direct i;~rvice and counseling by trained 
lines" (with the lender). Farmers advocates who are farmeis and ranchers, many 
speak the language of farm oper- of whom have themselves experienced foreclosure 

). ations and credit, know the operations, or bankruptcy. ~'They will a) listen, b) offer 
~may use more effective informal means, support, c) explain rights/options, d) refer 
of negotiation, and do not pose the to advo ~es or other,support systems, 2) follow 
same kind of adversarial threat at ~ by advocates. with a) information dissemina-
the administrative level that tion, b) assistance in developing cash flow 
legal yorkers do." Jim Massey, projections, c) mediation and negotiatipn, 
Atty. Minnesota Legal Services d) explain rights/options, e) geographical re­

ferral of calls, 3) referral to a) legal help, 
b) professional emotional or mental health 
counseling, c) yhere necessary, professional 
financial advice. 
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The HOPELINE is a central number answered by a trained person who calms and assures 
the caller if need be, assesses needs, and refers to a trained advocate. At the 
present time the number is not toll-free •. An 800 number and additional staff are 
needed. HOPELINE staff must be familiar with the unique characteristics and problems 
of farm families. 

farme.r 
AdvoMf-e 

I 

I 
Among the advocates, who are all production agriculturalists, is the kind of 
assistance that farm people need and respond to, people who have, l)absolutely no 
vested interest with lenders, including FmHA, banks, PCA, FLB, insurance, etc., 
2) familiarity with the major perti~ent farm cases, e.g., Coleman, Nicholson, 
Curry, Allison, etc., and the particular issues involved in the cases, such as 
overcharge of interest, non-recording of payment of principle, relative position 
of unequal parties, etc., 3) willingness to mee~/with officials of banks, lending 
supervisors, etc. on behalf of any borrower, 4) willingness to set up a cadre of 
attorneys who have no conflict of interest with lenders, 5) familiarity with 
farm manuals, the 36 items of the Farmer's Guide chefklist, the Center for Rural 
Affairs' loan manual, etc., and with policies, rules, regualtions of PCA, FLB, 
FmHA and its A.N.'s and P.N.'s, 6) working knowledge of farm plans, principle and ~": 
interest both accrued and paid, loan balance, loan history analysis, deferrment and & 
reamortization, and refinancing, and much more. They are also trained to give emotiop~ 
support. 

~ 
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TESTIMONY OF JOAN VOISE, MARCH 26, 1986 
BEFORE THE HOUSE AGRICULTURE COMMITTEE 

EXHIBIT #8 

My name is Joan Voise of Ryegate Montana. I am a member of 

Montana People's Action and I'm here to testify in support of HB 11 

. th d h b d -~~,,/}J..~ rI--ttdr . w~ amen ments. My us an Laurence and I farm .;~~. 

Our lender has sent notice to us that they are accelerating 

our mortgage payment. They have already foreclosed on our machinery 

as of last August, and refused to negotiate any solutions except 

liquidation. We believe that ~R with some adjustments in our loan, 

that our place could be made productive and viable. 

Throughout our dealings with our lender, we feel that we have 

been dealt with in bad faith. When the bank sent out an appraiser, 

he appraised our place at half the previous value. We learned on 

January 23rd, 1986, that a paragraph had been added by the bank to 

our security agreement which stated that the bank "may retake pos-

session of collateral without a hearing, which debtor hereby specif-

ically waives." 

We had never approved of this paragraph being added to the language 

of our contract and only learned of it wen we requested copies of all 

of our contracts. We tried to have this language removed and our 

banker refused, even tbugh we had never seen the language and it 

was not printed in our contract when we signed it. 

We believe that if we had the Right To Mediation that this sit-

uation would never have arisen. Furthermore, we know that many 

other people in agriculture have had similarR experiences. 

The family farm is the backbone of my community and the nation. 

If the farmer is unfairly forced out the economic repercussions will 

ripple down Main Street., as is presently happening in Montana com­

munities right now. Lenders are going to be a lot better off keep-

~. ing productive farmers on the land, then they will be if they become 

owners of these farms and have to take even greater losses on resale. 
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/' . 

1 am a f if t h g en e ra t i on Mon t anan • My f ami 1 y mov ed to Vi rg i n i a 

Ci ty in 1863. 1 am proud of rry heri tage, and of rry ties to 

the gooo Montana land. 

I am al so a bankrupt rancher. That is not a fact I state 

proudly, but rather wi th pain and sorrow for those ~o are facing 

similar circumstances. That is also ~y 1 am a farmer advocate. 

1 know only too well the pain I felt ~en 1 held my children 

through thei r nightrmres of peopl e taking things away--the only 

comfort 1 could offer was that their father and 1 loved them 

very rruch. 

I know only too well the sl eepl e,ss night s ~ich go hand 

in hand with the hours contemplating financial paperwork which 

doesn't improve with continued reading. I know only too well 

the impotent fury which 1 felt and directed at my lender--ultirmte 

ly to translate into a recognition that there' were powers beyond 

hi s con t rol--or mine. 1 did not create the weather; I did not 

create the plague of grasshoppers; and 1 did not create a system 

~ich revolves around a price for proouction ~ich does not 

take into account the cost of proouct ion. 

What, then, can I offer to others in similar straights­

-wha t do 1 t ell the seventy year old worran ~ose husband is 

ninety when the property they have framed for sixty years is 

to be taken away? What do 1 tell the rmn who call s because 

he ran out of heating fuel for his house two hours ago, it's 

below zero, and he has nowhere to turn? 

What do 1 tell the young person who bought his family's 

homestead and want s to rmke a go of agricul ture? All of these 

people have contracted debts, as 1 did, with the intention of 

paying them. All of them felt there was a reason to try. Do 

1 then tell them that Gee, what a shame. The state of Montana 

is only interested in statistics, and you are part of the ~atever 

percent we write off? 

Or do 1 tell them that this State really does care about 

its agricultural people and recognizes the need for lenders 

and borrowers to work together to achieve an equi table solution­

-one ~ich is in the best interests of them, and of the taxpaying 

popUlation as a ~ole? 

Please help me and the other advocates to take home a message 
.''>, 

/ 



SENATE AGRICULTURE COMMITTEE 
3/26/86 
HB 11 
EXHIBIT # 10 

. . 

-0/ 1... ~, ,,-?->~j~ (,/ /~ ~~~<-L/ 

J ~"- c;~. iP-t:6:.. ~ Y~/ 2p~~, 
J~,- C~ ~ ~ C~ 7~~ 
t:~~ ~~ ~ ~ /"~ ~~~ ~:+~ 
1v'~ ~ ~ /L-2~) 

J ~ ~ /c-~ cr/ H8-IL ~~i.;;Jv. ~~ 

0/ ~ ~~ /r7~~~ ~?,-~.G- ct<- ~ 0/ ~?-~~ 
.:z,,~ c-~ v-;cl~ .:d-f ~J~L. +.1:. -~~ ~ r7U 
h- ~~~ ~-t:<-.:'_t~ ~ I j~- ~/~. ~:t~ 

tt.-.-J ~>....v~--cu..l _tA-~"i~ C"...,.'-t7L::.-t::.~ { "hI A. ~ ).r ./;4"'-ro-L--Z'-~ 

~ k-<-- ~ ~(f ~ ~ o~ c~ ~.:t-<--
~ ~~ ~ ;~ ./1"'-'-.--..1 ,/t-vi.-,-<-<- ~5~ .A-A~ C'---..... ~~ 

c--I-t::~ \... 0... ~J,- -F ~ 
~~~4--.~~t:Lj~~~ ~~~ 

/~ /'7 .;:cIu..-~ rif ~ ~ ~ ~~ .;ck ~ 
vt--f c>.-4 fr 74 ~J ~ ~~r 

.::z~ ~ C'.//~~ d- {/ rrr-o r~~ c-r'1 -{~~~ ~ 

~~- ~ e-i~ la ~(} 6- ~~ 4 _L~-L-L 
~ r~~--,,-,u..... o-J /~y rlr~' :;J...4- ~_ioJ ~-r>- /!..<'<---h.. 
~ ........ J'-e4....( _~ n-~ ,5-~ ~~ ~ ,,~V--1. ___ / 

;J-~ ~ ~ ~.-- ~7i--r- ~ ;7~ ~~ ~L­
~ ~~C ../--t ~ ~ Jf ~ ~ f-~"-"- J 
~L/I.'1- __ t# ~ ~(h~. 

;:e-~ ;Zr ~ ~ .~ ..-4~ J~.-t:­
.,j~ ~ -~~ A ~ ~ ~ J r7.--A~-<­
~ ~ ~ J~, /Z~ ~ ;xL- _,,~ 

"I ~1 ~ ..;L- cl~/ ~~ J~ ~ 
Jk-. ~~-vZ- ~ ~-d~ ~ .A:L.- ~~~ ~ ~ 
~ ./~. Flft' ~ ...L~ ..%-~ ~- 4 "J.,-cJ/ 
~~~, 

JI ~~-< ~ r'! k J,-<-<-~ ~ ~ / -l..;i-~ ~ 
~~ ~ ,.~ ~ ./l..C~/ ~ ~ ~ 
~P~~~k~ ~~~, 

'0.-'. a, . .{;?~ 



SENATE AGRICULTURE COHM. 
3/26/86 
HB 11 " 
EXHIBIT #11 

Explanation of Right to Mediation Amendments in HB 11 

The right to mediation applies to agricultural property 

greater than $5,000. 

The right may be exercised by a farmer facing or in 

foreclosure. 

The amendments suspend ex~cution of debt during the 
•• 

mediation period. 

The amendments bring the borrower and creditor together 

with a mediator to attempt to work out an agreement that will 

prevent further foreclosure action and stabilize the rural 

economy. 

The mediation period extends75 days from service of 

notice to the end of mediation. 

The mediator does not have any binding authority to 

impose an agreement on either the farmer or the creditor. 

; I 

~. 



EXHIBIT #12 

IF Women Involved In Form Economici 

liB 11 

Support 
March 26, 1986 

Cha irmen and and Members of the committees. For the record 
my name is Lavina Lubinus and I am here today representing Women 
Involved in Farm Economics. 

WIFE formed the original Advocacy program, the Crisis Line, 
in Jan. of 1985 when it vecame clear that someone had to help 
the 

Hot 

rural people in trouble. vI~ 
ailjZr-~ #,U~ . <-

JoAnn Forsness was and is the ~oice at the other end of the 
I 

Line. In it's first 3 months JoAnn recieved 100 calls a month. 
During the summer the calls went down to 35 calls per month. 
In Janurary of this year, from the 5-8 she recieved 38 c~lls. 

JoAnn too~ training where it was avaible and brought in 
speakers to train and and educate others. All with funding from 

domations. 
There is a world of burt still out there. Not only on farms 

and ranchers but in small rural communities that depend on the 
agriculture economy. 

The advocates in the field have had "hands on experience" 
with this hurt. 

There is a great deal of reluctance by those in trouble 
to speak to or turn to professional help such as mental health 
until they have talked to someone who has "been" there. 

That is where the advocates now in the field come in. Those 
with problems need to know that the people they talk to can relate 
to their problems with understanding of the situtation from 
personal experience. 

The advocates that are now workin§.!~ith the Hot-Line have 
all earned a degree in the "School of ~Knocks" and have attende 
seminara to refine that training. 

We hope that with the passage of HBll that these advocates 
will be asked to work as they have been because of their first 
hand experience, Knowledge of the problems and their talent. 

Thank Y' u 



I 

SENATE AGRIC. COMM. 
3/26/86 
HB 11 
EXHIBIT #13 

Montana Council of Regional 
Mental Health Boards, Inc. 

3/26/86 

For the record my name i~ Steve Waldron, Executive Director 
of the Montana Council of Regional Mental Health Boards. I 
represent the Montana Community Mental Health Center~. 

The Community Mental Health Centers of Montana support HB 11. 
We believe there is a justified need for an agriculture crisis 
line to be manned by peer counselors volunteers when possible. 
However, it is critical that there be a paid staffer to coordinate 
the volunteers and insure that they get the nece~sary screening 
and training. 

Many of the farm families will be experiencing extreme 
emotional stress. Some may even be suicidal. The phone 
volunteers must know the appropriate technics for dealing with a 
person who is in an emotional crisis. The volunteers must be able 
to know when a referral to a professional is necessary. They will 
also have to know where the nearest available resource is located 
and how to contact that resource. Training of these volunteers is 
critical. 

The crisis line volunteers would also be assisting the Mental 
Health Centers by screening out those persons who are not in 
serious need of our services. Thus it makes sense to have a 
separate ag crisis line rather than trying to utilize Mental 
Health Center hot lines. 

We also believe that the finacial counseling and advocacy 
functions should be separated feom the crisis line functions. The 
phone volunteers should be making referrals to appropriate 
financial advocates but should not attempt to provide extensive 
financial counseling over the telephone. 

Our experience indicates a need to respond to the emotional 
and financial needs of people in the agricultural community. HB 
11 is a laudable effort to address those needs. The Community 
Mental Health Centers urge your adoption of this legislation. 
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Montana Caiholic CdMerer\ce 

CHAIRMAN AND MEMBERS OF THE AGRICULTURE COMMITTEES: 

amJ-ohn Ortwei'!' representing the Montana Catholic Conference. 

Most of us know what we mean when we say fami ly farm. The 
family farm is a production unit in an agricultural system in which 
most of the farms are simil~~. There is a certain harmony to the 
s~stem-- farms owned and operated by working farmers whose child­
ren learn responsibility by growing up in an environment where work 
and play go together, where taking care of the land is not just 
good economics but doing what's ~ight, and where the loss of a 
neighbor is an occasion for sorrow more than an opportunity to 
enlarge the farm. 

Why save the family farm? First, there is almost universal 
agreement among economists who have studied th~ question of farm 
efficiency that when a farm is big enough to keep one or two 
people fully employed, it has reached full efficiency. Second, 
there is a greater tendency to appreciate the future and to conserve 
on farms where the owners hope to leave something for their children. 
Thirdly, family farming brings with it certain democratic and 
community values-- widespread ownership of economic resources, 
equality of opportunity, a belief in the dignity of work and the 
integrity of the individual, and a concern for the good of 
community. 

As we all know, this way of life is being threatened at this 
time as it has not been 1n many years. It is for this reason that 
the Montana Catholic Conference is here today. We support H.B. 11 

with the amendments. 

i / 
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EXHIBIT #17 

----------- Box 1176, Helena, Montana -----------
JAMES W. MURRY 

EXECUTIVE SECRETARY 
ZIP CODE 59624 

4061442·1708 

Testimony of Jim Murry before the House Agriculture Committee on House Bill 
11, March 26, 1986 

Mr. Chairman and members of the Committee, my name is Jim Murry, and 11m 
appearing here on behalf of the Montana State AFL-CIO in support of House 
Bill 11. 

Members of the Commi ttee, those of us w,i th the 1 abor movement recogni ze 
that our friends, Montana family farmers and ranchers, are going through 
a crisis that can only be compared to that of the Great Depression of the 
1930s. 

Agriculture is the backbone of our state's economy~ and we are concerned 
about farm foreclosures that are increasing at an a'(arming rate. Crop 
prices have not kept pace with inflation and production costs. Cheap farm 
imported products have stripped many of our former markets. 

Figures released by the U.S. Department of Agriculture show that Montana 
farmers had a net loss of more than $55 million in 1984. With last year's 
drought, grasshopper infestation and early snow, 1985 1s numbers are expected 
to be equally as devastating. 

For the first time in history, federal deficiency and crop-insurance payments 
to Montanans exceeded the total value of this state's wheat crop. In fact, 
fully one-third of all indemnities paid in the entire United States went 
to Montana farmers. 

The U.S. Department of Labor predicts that more than half of Montana's 24,000 
farms will not survive over the next five years. And those farm failures 
affect more than farm and ranch families. 

According to Montana Department of Labor statistics, 23,200 people were 
employed by agriculture during December 1984. Just twelve months later, 
that figure fell to 19,500, for a loss of 3,700 jobs. Members of the 
Committee, last year almost ten primary jobs in agriculture were lost every 
day of the year. 

Montana's agriculture accounts for roughly one-third of the total industry 
in our state, providing not only needed jobs for the farmer or rancher, 
but business for Main Street merchants and work for countless others dependent 
on the farm economy. 

House Bill 11 will help provide financial and personal counseling, farm 
management training and debt mediation. The need for this bill is obvious 
during these difficult economic times. -

PRINTED ON UNION MADE PAPER ..... 4 



Testimony of Jim Murry 
House Bi 11 11 
March 26, 1986 

Farmers and ranchers and their families are going through horrible times 
in their professional and personal lives. They are going through much the 
same kinds of stress that workers and their families are facing while losing 
their jobs with no place to go. 

The Montana State AFL-CIO welcomes the effort by this legislative body to 
assist with the personal and family crisis that is facing Montana's farmers 
and ranchers. 

The Montana State AFL-CIO is the largest operator of dislocated workers' 
programs in this state. Over 15% of the current participants in our program 
come from the agricultural community. 

Mr. Chairman and Members of the Committee, on behalf of the Montana State 
AFL-CIO, I want to pledge our continued support of Montana's family farmers 
and ranchers and our support of House Bill 11 . 

. -
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0,. THE EXHIBIT #19 
FEDERAL RESERVE SYSTEM 

WASHINGTON, O. C, 20551 SR 83-15 (FIS) 

O,y,.,o .. 0" .... ICI .. a 
.u .. lt"y,.,o ... "0 "ItIlU~T'O .. 

March 30, 1983 
\ 

." 
'10 'mE OFFICER m ~ CE EXAMINATICtG 
'P:X DQI FmERAL RESERVE BANK 

SOBJEX:T: Hare l-brtgage, Fann and Small Business I.Dans 

The econanic environnent CNer the p3.st sec..reral rronths has resul te::l in 
financial pressure en a risi..rq nunt:e.r of l::ank custarers, p:irt.icularly certain 
famers, graIl b.ls~esses and individuals. 

'!hese financial pressures are, at times, reflected by delinguent 
business and residential loans in the portfolics of the nation's financial 
:i.nsti tutions. Sore borrov.ers wrx:, are exp:.riencing financial difficulties face 
~ prosfect of foreclosure on their h::Ires an::l family fanns, or the failure of 
their snaIl businesses. Often these prcblans are transitoI:Y am the l:orrc::wers 
are able to resune p3.yrrents when "g:meral econanic conditions imprOlTe. Under 
such circunstances, the financial institutions nay firxi ~t the mast prudent 
p:>licy is to stretch rut p3.yrrents and exercise forbearance rather than to take 
nore precipitous actien such as foreclosure and I or forcin] a OO~ into 
bmkruptcy. 

As a SJ~rvi9:lr of Stat'.e-mf:ml::er l::anks and b3.nk holdirq cr.mpanip.s, thP­
Federal Reserve does not wish its examinations or its supervisory actions to 
be p.lrSUed in a rranner that discoorages this tjpe of forbearance. en the 
contrary, such for1:earance is in the publ ic interest am should 1::e encouraged 
when it is consistent with safety and 9:lundness considerations. 'It is' 
requeste:!, therefore, that ycu ranW the Federal Reserve examinel:S in \ your 
District of the need to l:e p3.rticu1arly sensitive to these prc::b1ems at this 
t.irce am. to refrain fran criticizing bank managerent far exercising 
forbearan~ in the circunstances descril::ed. r-Drea.rer, in accordance with 
lorg-standing instructions, examiners should not recanren:l foreclosure or 
other precipi taus action. S.l'p:~rvisory staff should also take these policies 
into accamt when dealing with t.~ su~tvised institutions' l:oards of 
directors and ....nen designin:;J raredial action plans. 

CJd.., :f;--.. "--
7,;~~. RYm 

Director 

, 
.J 



SENATE AGRICULTURE COMMITTEE 

TwiIJ Brldg~s Public Sc~ools ~'2~i86 
CONSOLIDATED SCHOOL DISTRICT NO.7, MADISON COUNTY 

Drawer AC, 216 West 6th Avenue 

EXHIBIT #19 

Ifll.. WABER, Superintendent 
...,ri'LVIA DULANEY, Diltrlc:l Clerk 

DOUGLAS R. DENSON, 
Twill Bridges, MOQUlQ8 5975-1 

Phone 68 .... 5656 

BOARD OF TRUSTEES 
DAVID L. SMITH. Cb"irma/l 

STEVE DAVIS, Vice Cbairman 
MARY REYNOLDS 
SHEILA G1LTRAP 

DAN OWSLEY 
... Elementary PrIncipal 

.. 

.. 

.. 

• 

• 

• 

ill 

• 

March 25, 1986 

Dear Committee Members: 

I urge you to include a provision for mediation of foreclosure 
procedures in the Ag bill under c9nsideration. Mediation could help 
school districts in two ways - financially and on a personal basis 
for our students . 

Financially, a foreclosure results in property taxes not being 
paid for a minimum period of one year. With a majority of our local 
school b~dget based on property taxes, any non-payment has a negative 
effect on both our operating funds, already limited, and our reserves, 
also limited. 

On a personal basis, the credit crisis is having a negative 
impact on the students in our school district. Family stress is 
increasing and many families in our area are going through divorce. 
This situation at home is causing many students to have difficulties 
in their academic work. 

Any help you can provide for our agricultural community will 
benefit all parties concerned, especially, in my opinion, our youth. 

p 

W 

w 
s 

Thank you. 

Sincerely, 

RIDGEU~S 

er 
Superintendent 
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;:),I!;l'U\T,I!; i\\.:Jrt.LC. CUMM. 

3/26/86 
Mountainview Veterinary Service HEXBHIIl Jl19 

Dr. layne E. Carlson BIT 11' 

Route 1 
Twin Bridges, Montana 59754 

(406) 684-5831 

March 25, 1986 

TO THE MONTANA STATE LEGISLATURE: 

I have been a practicing veterinarian for the past seven years. 
In 1983 I established my own mixed ~ractice in my native Ruby 
Valley area. Increasingly, I have felt the effects of a depressed 
agricultural economy on my business. This negative effect has 
been in primarily three areas: 

1. An increased number of delinquent accounts 
receivable. We estimate our past due accounts 
have risen approximately 15 percent in the past 
year. 

2. A decrease in the number of clients with live­
stock. Some of our better ranch accounts have 
been forced to sell off their cattle or sheep 
herds due to lack of financing or foreclosure. 

3. Clients foresaking good management practices due 
to poor economic conditions. Many ranchers in 
this area have been forced to eliminate or dras­
tically cut back on my services in order to make 
ends meet. Pregnancy testing cows and herd 
vaccination programs are two examples. 

Many of my colleagues practicing across the state have ex­
pressed the same negative effects on their own businesses. 
I urge the legislature to act in a positive way to help 
Montana's failing agricultural economy. 

Thank you. 

Sincerely yours, 

Layne E. Carlson, DVM 

LEC:mr 
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House Bill 11 Amendments 

1. Title, line 10. 
Strike: "VOLUNTARY" 

2. Page 3, line 17. 
Strike: "voluntary" 

3. Page 5, line 9. 
Following: "Section 6." 

SENATE AGRICULTURE COMMITTEE 
3/26/86 
HB 11 
EXHIBIT #20 

Strike: remainder of lines 9 through 15 in their entirety. 
Insert: "Right to mediation -- notice -- waiver --

condi tions of mediation. (1) Except as provided in 
subsection (3), no secured creditor may ini tia te 
foreclosure against agricultural property subject to a 
mortgage or trust indenture, terminate a contract for 
deed to agricultural property, or enforce any judgment, 
lien, or security interest against agricultural 
property unless a notice of default and intent to 
proceed against such secured property is served on the 
debtor and a copy is filed with the department. 

(2) The notice must inform the debtor that he has 
a right to request mediation and that such a request, 
to be effective, must be filed in writing with the 
department within 14 days after service of notice. 

(3) This section does not apply to agricultural 
property with a fair market value of less than $5,000. 

(4) A debtor who fails to file a mediation 
request as provided in [this act] waives the right to 
mediation. Upon such failure, the department shall 
file a release order with the creditor allowing the 
creditor to proceed against the agricultural property." 

Renumber: subsequent subsections 

4. Page 6, line 4. 
Following: "request" 
Strike: remainder of lines 4 through 21 in their entirety. 
Insert: "from a qualified debtor, the department shall, 

within 14 days, serve notice of mediation on each 
creditor indicated in the mediation request and shall 
direct a mediator to meet with the debtor and creditors 
to arrange for mediation. 

Section 7. Stay of action pending mediation. If 
a creditor is served with notice of mediation, neither 
the creditor nor the creditor's successors in interest 
may begin or continue proceedings against agricultural 
property subject to mortgage, trust indenture, contract 
for deed, judgment, lien, or other security interest 
until the department issues a release order to the 
creditor. Proof of service of notice of mediation is 



effective in any court of this state to obtain a 
continuance or delay, provided that no delay may be 
granted that: 

(1) causes any right to be lost or adversely 
affected by any statute of limitation; 

(2) substantially diminishes or impairs the value 
of the contract or obligation of the person against 
whom relief is sought without reasonable allowance to 
justify the exercise of police power under [this act]; 
or 

(3) causes irreparable harm or undue hardship to 
any secured creditor or his successors." 

Renumber: subsequent sections 

5. Page 7 
Following: line 5 
Insert: "(i) reduces either the interest obligation or the 

principal repayment obligation, or both;" 

6. Page 7 
Following: line 20 
Insert: "Section 9. Mediation period. (1) The initial 

mediation meeting must be held wi thin 15 days of 
service of the notice of mediation. 

(2) The mediator may hold additional mediation 
meetings for up to 60 days after the initial meeting." 

Renumber: subsequent sections 

7. Page 8 
Strike: lines 7 through 10 in their entirety 
Insert: "Section 11. Release order. (1) Upon completion 

and adoption of a mediation agreement, the department 
shall issue a release order in accordance with the 
terms of the mediation agreement. 

(2) I f after 60 days have elapsed since the 
initial mediation meeting no mediation agreement has 
been adopted, the mediator shall issue a release order 
unless: 

(a) the debtor and creditor agree to an extension 
of the mediation period; or 

(b) the creditor has not participated in the 
mediation meetings. 

(3) Any decision of the department or the 
mediator under [this act] may be appealed to the 
mediation panel established in [section 12]. 

Section 12. Mediation panel. (1) The governor 
shall appoint a mediation panel consisting of three 
persons, one who is a farmer, one who is a lending 
officer of a financial institution, ,and one who is 

2 



neither a farmer nor a lender. The panel i~ attached 
to the department for administrative purposes. 

(2) The mediation panel shall advise the director 
of the department in the hiring and training of the 
mediators, in promulgating administrative rules, and in 
all other matters involving the operation of the 
mediation program established in [this actJ." 

Renumber: subsequent sections 

8. Page 8 
Following: line 23 
Insert: "Section 15. Mediation of ongoing proceeding. A 

debtor whose agricultural property as of [the effective 
date of this actJ is subject to ongoing legal 
foreclosure or debt enforcement action may, within 20 
days after [the effective date of this act], request 
mediation as provided in [this actJ. Such a request is 
subject to the same conditions and has the same effect 
as a request filed under [section 6J." 

Renumber: subsequent sections 

COGHMI/hm/6085a 
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AMEND SECTION 1: 

SENATE AGRIC. COMMITTEE 
3/26/86 
HB 11 
EXHIBIT #20 

Purpose". It is the declared purpose of (this act] to establish an 
emergency program to directly assist individual farmers who are financially 
distressed by providing them assistance and counseling to manage farm credit 
problems, to avoid forced liquidation or farm foreclosure, to cope with the 
financial stress resulting from adverse conditions of agriculture in this 
state, and to maximize the effectiveness of this program by utilizing peer 
counselors and cooperating with the private sector. 

AMEND SECTION 2 (definitions) TO ADD: 
(8) "Peer Counselor" means a person who is or has been involved in production 
agriculture and who has been trained through the Department and others in fin­
ancial counseling and mediation/negotiation techniques and who works to aid 
financially distressed farmers through this program. 

AMEND SECTION 4(a) TO ADD AS NEW SECTION til, RENUMBER SUBSEQUENT SUBSECTIONS: 

(i) a network of trained peer counselors who can directly assist financially 
distressed farmers; 

AMEND SECTIONS 4(b): 
(b) contract for services with qualified personnel, including peer counselors, 
farm management specialists, accountants, attorneys, and mental health pro­
fessionals, to provide the assistance required under (section 3~; 

AMEND SECTION 4(d) 
(d) provide training for peer counselors to assist farmers needing help with 
farm financial management problems; 

ADD SECTION 4(g): 
(9) provide peer counselor access to computer and computer programs. 



49TH LEGISLATURE, SECOND SPECIAL SESSION 

MINUTES OF THE MEETING 
AGRICULTURE, LIVESTOCK AND IRRIGATION COMMITTEE 

MONTANA STATE SENATE 

MARCH 26, 1986 

The Agriculture, Livestock and Irrigation Committee was called 
to order on the above date in Room 415, of the State Capitol 
Building at 4:20 p.m. by Chairman Paul Boylan. 

ROLL CALL: A quorum was present. 

CONSIDERATION OF SENATE BILL 7: Senator Galt reminded the 
committee that this was the Linked Loan Deposit Bill. 

DISPOSITION OF SENATE BILL 7: Senator Galt moved SB 7 DO PASS. 
Motion carried. 

ADJOURN: With no further business the meeting was adjourned. 

r 
~~~~~~~~ 



ROLL CI\LL 

AGRICULTURE COMMITTEE 

49th LEGISLI\TIVE SESSION ._- 19. .- DateJ.(,.fGh 

------------ ----_. 
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-
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STANDING COMMITTEE REPORT 

H&rcb 26 I' 
......................................................... 19 ......... . 

MR. PRESIDENT 

AGUCULWD, LlVBftOCX JUID IaRIGA'nOS 
We, your committee on ................................................................................................................................... . 

having had under consideration .... ~~~ ... ~ ........................................... :.: ............................ NO .... ! .......... . 
firat d' (wAite) 

_.31...-_____ rea Ing copy 
color 

AGUCOL'!OUL PlOwcnOK LOAll LIlfDD opoarr PJIOGJW« WI'ft!OU1' 
APPaoPJtIAftOB 

SBtlAft BILL . , . ., 
Respectfully report as follows: That .................................................................................................. No .. , ............. . 

DO PASS 

... 7<m .&UL BOYLU, Chairman . 



49TH LEGISLATURE, SECOND SPECIAL SESSION 

MINUTES OF THE MEETING 
AGRICULTURE, LIVESTOCK AND IRRIGATION COMMITTEE 

MONTANA STATE SENATE 

MARCH 27, 1986 

The Agriculture, Livestock, and Irrigation Committee was called 
to order on the above date in Room 415, of the State Capitol 
Building at 9:00 a.m. by Chairman Paul Boylan. 

ROLL CALL: Senator Galt was in Judiciary Committee, all other 
members of the Committee were present. 

CONSIDERATION OF SENATE JOINT RESOLUTION 2: Senator Kolstad, 
chief sponsor of the resolution, said this bill urged the U.S. 
Secretary of Agriculture to advance the CCC loans to be effect­
ive as soon as possible. It is a hope that he will do this. 
He called the committee's attention to the paper prepared in 
the Legislative Council Office explaining the Resolution. 
Exhibit #1. 

PROPONENTS: Senator Ted Newman of Senate District 28, Cascade 
rose in support of the resolution saying that these commodity 
credit loans, in order to be arranged, the farmer would have 
to be participating in the federal crop insurance programs. 
The loans would be repayable this fall or the grain put on a 
9 month period, as with all commodities. 

Terry Murphy, Farmers' Union, rose in support of the Resolution. 

Bob Stevens, Montana Grain Grower~ rose in support. 

OPPONENTS: None 

QUESTIONS FROM THE COMMITTEE: 

Senator Williams asked what the interest rate was. Senator 
Kolstad answered 7 1/2%; it is variable. 

Senator Bengston asked if you could participate if you didn't 
carry crop insurance. Senator Newman answered that crop 
insurance is the collateral for the government. 

HEARING CLOSED on SJR 2. 



Senate Agriculture 
March 27, 1986 
Page Two 

DISPOSITION OF SENATE JOINT RESOLUTION 2: Senator Conover 
moved SJR 2 DO PASS. Motion carried unanimously. 

ADJOURN: With no further business the meeting was adjourned. 
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SENATE AGRICULTURE COMMITTEE 
MARCH 27, 1986 
SJR 2 
EXHIBIT #1 

ADVANCE CCC RECOURSE LOAN 
AUTHORIZATION 

Prepared by Tom Gomez 
Staff Researcher 

Legislative Council 

Under the Food Security Act of 1985, the U.S. Congress has 

authorized the Secretary of Agriculture to make advance CCC 

recourse loans available to certain agricultural producers 

if the Secretary finds that such action is necessary to 

ensure that adequate operating credit is available to 

producers. 

As stated in recent amendments to the Food Security Act of 

1985, P.L. 99-260, it is intended that: 

(1) Advance recourse loans would be made available to 

producers of certain commodities, including wheat and 

feed grains; 

(2) Advance recourse loans would be made to producers of a 

commodity at the applicable nonrecourse loan rate for 

the commodity in an amount equal to one-half of the 

farm program yield multiplied by the farm program 

acreage intended to be planted to the commodity for 

harvest in the crop year; and 

(3) Advance recourse loans would be subject to a maximum 

payment of $ 50,000 for anyone producer. 



Based upon 1985 CCC program information for program acreage, 

and assuming certain applicable loan rates and program 

yields for commodities under the CCC program, the following 

is an estimate of the amount of advance CCC recourse loan 

money which Montana agricultural producers would qualify for 

if the U.S. Secretary of Agriculture makes advance recourse 

payments as authorized by Congress: 

Advance CCC Recourse Loans Authorized ( Estimate ) 

Commodity Eligible yield Loan rate Loans authorized 

( Bushels ) Per bushel) 

Wheat 67,267,060 $ 2.40 $ 161,440,944.00 

Barley 33,152,957 $ 1. 46 $ 48,403,317.22 

Oats 2,066,064 $ 0.99 $ 2,045,403.36 

Corn 754,820 $ 1. 92 $ 1,449,254.40 

TOTAL: $ 213,338,918.98 

GOMEZ/tpg/6081A.TXT 



STANDING COMMITTEE REPORT 
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......................................................... 19 ......... . 

MR. PRESIDENT 
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Chairman. 



49TH LEGISLATURE SECOND SPECIAL SESSION 
MINUTES OF THE MEETING 

AGRICULTURE, LIVESTOCK AND IRRIGATION COMMITTEE 
MONTANA STATE SENATE 

March 28, 1986 

The Agriculture, Livestock and Irrigation Committee meeting 
was called to order on the above date in room 415 of the 
State Capitol Building, at 6:00 p.m. by Chairman Boylan. 

ROLL CALL: Senator Bengtson excused, all other members 
present. 

CONSIDERATION OF HJR 3: Representative William Glasser, 
HD 98, Billings, chief sponsor of the Resolution told the 
Committee that this is an Interim Subcommittee on Agricultural 
Problems Resolution. He said we are asking Congress and the 
President not to cause any additional financial impact on 
agriculture by imposing an excise tax on imported crude. An 
$8.00 tax on a barrel of crude oil is equivelant to a 19 
cent per gallon increase on the price of diesel fuel or gaso­
line. This relates to approximately 8 cents increase per 
bushel of wheat or grain or 3% of the 1986 loan value of 
wheat. This also holds true with pesticides, herbicides, 
fertilizers, etc. In the House testimony, the Petroleum 
Association said they didn't have any problem with this. 
Fram their point of view, if an import tax were placed on oil, 
it would be detrimental to the total American economy. The 
Montana Auto Association was for it because it will be helpful 
for the motoring public. 

PROPOPONENTS: None. 

OPPONENTS: None. 

COMMITTEE QUESTIONS: Senator Kolstad added that agriculture 
uses about 50 million gallons of fuel a year. This adds up 
to quite a multiple with a few cents increase. 

DISPOSITION OF HJR 3: Senator Kolstad moved HJR 3 BE CONCURRED 
IN. Motion passed unanimously. Senator Neuman will carry the 
bill on the Senate floor. 

CONSIDERATION OF HJR 2: Representative Gay Holliday, HD 31, 
Roundup, presented the Resolution, on behalf of Representative 
Asay who had a bill in another committee. She told the 
Committee that the Resolution came out of the House Ag Interim 
Committee dealing with problems of agriculture. It was a 
proposal made by the Committee and agreed to by Representative 
Asay and Mr. Cadby from the Bankers Association. 

PROPONENTS: John Cadby, Montana Bankers Association endorsed 
the Resolution as an effort to try to make more guaranteed 
funds and interest tie down funds available to farmers and 



Senate Agriculture committee 
March 28, 1986 
page 2 

ranchers through the FmHA program and also encourage the con­
tinuance of the SBA program. It attempts to encourage Congress 
to create a secondary market the banks are not into now. The 
banks could service farm property and, in turn, sell that to a 
secondary market like they do home mortgages. They think it 
will go a long way toward stabalizing farm industry values 
throughout Montana. 

OPPONENTS: None. 

COMMITTEE QUESTIONS: Senator Aklestad asked for more clari­
fication on the trading and secondary market for farm real 
estate. Mr. cadby answered that presently half your farm 
real estate is financed by federal land banks, 20% by indi­
viduals, and 15% by insurance'companies. Banks finance only 
about 10% of all real estate. The reason is because they 
won't make long term loans. The Resolution would enable 
them to do that, and also be good for the home market. The 
American Bankers and Independent Bankers Association of 
America have both made similar recommendations to Congress 
to do this as an effort to help stabalize farm real estate 
values. 

Hearing closed on HJR 2. 

DISPOSITION OF HJR 2: Senator Lybeck moved HJR 2 BE CONCURRED 
IN. Motion carried unanimously. Senator Lybeck will carry 
the bill on the Senate,floor. 

RECONSIDERATION OF HB 11: Senator Kolstad felt the bill did 
pretty much what we wanted it to do without the amendments. 
He did feel, however, one amendment was very important to the 
bill. He said there was a very active advocacy group working 
in the State at this time. On page 2, line 7, of the State­
ment of Intent, it mentions liability; "all contracts should 
contain a clause requiring insurance against liability for 
the negligenc~ of personnel in providing assistance or coun­
seling to financially distressed farmers and ranchers". They 
checked this out and the liability insurance isn't available 
to the advocacy people. As he understood it, there aren't any 
states where they have their advocacy people insured against 
liability because they aren't co~~_ contracted services. 
They are just being paid their expenses, not a salary, so 
they shouldn't be held liable. He would like to add at the 
end of sentence 10 just before the period,the words ", if 
available". 

He called on Barbara Archer, to comment on this. 

Barbara Archer, Coordinator of the Montana Counseling and 
Advocacy Coalition said when they first started, they looked 
into liability and found it wasn't available so they just 
took a chance. They did get some funding through the Montana 
Association of Churches. When the church executives found 



Senate Agriculture Committee 
March 28, 1986 
page 3 

out, and thought of the possibility of liability, they nearly 
fainted. So they checked with their insurance company and the 
insurance company said as long as the advocates are volunteers, 
they can't come back on them with liability suits. Her group 
has a lot of precautions in the training to keep advocates 
from being liable. They have checked with other states. This 
sort of insurance is just not available. 

John Cadby, Montana Bankers Association, said they didn't 
have any objection to the amendment but it would cause the 
bill to go back to the House for approval. With the lack of 
time, they were fearful it would not make it back out. He 
pointed out that the word on line 7 says "in addition all 
contracts should have liability insurance", it does not say 
"shall". They don't know whether "if available" makes that 
any more effective than it is already written. It should pre­
clude the necessity of them obtaining such insurance. 

Senator Kolstad agreed and said he hadn't noticed the word 
"should" . He thought that didn't make it mandatory. He 
asked Dave Cogley, Legislative Council, if that was correct. 

Dave Cogley answered that "should" certainly isn't mandatory, 
and "should" seems to contemplate the situation where in­
surance is not available. 

Senator Kolstad asked if Mrs. Archer agreed with that. 

Mrs. Archer agreed, as long as these statements are in the 
record. 

Keith Kelly, Department of Agriculture, said the Department 
had offered the amendments on page 7, lines 16, 17, and 18, 
which is' the underlined language in the following quote: 
"An unsecured creditor may participate in mediation between 
a farmer and secured creditor if each party agrees OR IF 
THE MEDIATOR DETERMINES THAT AN UNSECURED CREDITOR IS A 
NECESSARY PARTY TO THE MEDIATION." The Department felt 
the amendment was necessary to insure all necessary un­
secured creditors were represented in the mediation. He 
stated that Jo Bruner had similar concerns about some un­
secured creditors being excluded, and had suggested some 
different amendatory language to him. The Department 
thinks her language says the same thing and would like to 
have it stated in the record that we are saying exactly 
the same thing. The Department would interpret the language 
as meaning if either the producer or the lender protests the 
participation with the unsecured creditor in the mediation, 
the mediator will determine if the unsecured creditor is a 
necessary party in the mediation. We think it says the very 
same thing and agree we both want the same thing. We thought 
our amendments did it. If you interpret the law, that is 
exactly the way he read the last one. 
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Senator Boylan asked Dave Cogley what he thought about that. 
Mr. Cogley said it was fine. 

Senator Williams asked Mr. Cogley if this bill would in any 
way make the State liable. Mr. Cogley said that was a 
complicated question. You have to look at what actions are 
involved in this bill that might expose the Senate to lia­
bility. As long as the services that are going to be pro­
vided under the bill are contracted services, there are 
ways, and the Statement of Intent addresses tmem, of defining 
the method of delivering those services that will help to 
to insulate the State from liability. He said he was not 
going to say that the State is not going to be exposed to 
liability under this bill because, given the state of our 
law at this time, concerning liability, he didn't think any­
one could answer that confidently. He thought the bill went 
as far as it could to shield the State from liability for 
this kind of program. He didn't think there was a great 
risk of exposure from a bill of this kind. 

DISPOSITION OF HB 11: Senator Kolstad moved HB 11 BE CON­
CURRED IN. 

Senator Aklestad had a concern with the bill. He hoped the 
agriculture problems could be worked through the existing 
people and through the mental health programs so there 
would be help for the people who feel they need help. He 
was concerned over the liability which the staff attorney 
alluded to. More than that, the Department Director, during 
the hearing stated he was fearful the State would be liable. 
When the Department said they would like soverign immunity, 
he thought that indicated they are very fearful of liability. 
If, for no other reason, Senator Aklestad thought we should 
be very careful about this bill. For those reasons he could 
not support the bill. 

Senator Boylan called for a roll call vote; 9 Senators 
voted yes, 1 no, 1 excused. See attached exhibits. 
Motion carried. Senator Neuman will carry the bill on the 
Senate floor. 

There being no 
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SENATOR BOYLAN Chairman I 
I /,v'; 

Ri ta Tenneson SENATOR PAUL BOYLAN 

Secret.aIy 

MJtion: HOUSE BILL 11 BE CONCURRED IN. 
---------------------------------------------------------

1985 



, 

STANDING COMMITTEE REPORT 

March 28 ., ............................. .11 ...•.•..•.••.•.•....•...•. 19 ........•. 

MR. PRESIDENT 

We, yourcommitteeon ........... ~~~~~ ... ~~ .. ~ .. ~.~.~!~~ .............................. . 

having had under consideration .............................. ~ .. ~~~~ ... ~~~~~~ ...................... No ... ~ .......... . 

_---=b::.:l=.:De=-___ reading copy ( 'third 
color 

AGAIU~ DIPOSrrIOIJ or CO!JG1tUSIODL UCUE 
!'AX oa IMPORTlW emOB OXI. 

Respectfully report as follows: That ........................ ~~~ .. ~~~~~ .. ~~~~~ ..................... No .... ~ .......... . 

"' t 

····· ... ~··l'al:··.,1a'··································' 
• ChaIrman. 



STANDING COMMITTEE REPORT 

................. ..::.a ... ~'.1 ....................... 1 gf.~ ..... . 

~ MR. PRESIDENT 

We, your committee on ............... ~e.QH.Wg.( ... ~~~ .. N.m .. J~~~JQW ........................... . 

having had under consideration ............................ IQ.l1.I.I .. ,7.Q~.JglQ.UJT.%Q.W ....................... No .. ~ ............ . 

BIRD reading copy ( BLOB 
color 

OaG%.8G COI1GJm8S 'J!O BACT aftADI .l.GaIcm.Tt1RAI. PlllA1IfCXAL AID 

(LYBECI) 

Respectfully report as follows: That .............. ~~ .. ~~ ... ~.~q~~~ .............................. No ....... ~ ....... . 

'''. 

lllJAI6 

. ... ....... .. 

Chairman. 



STANDING COMMITTEE REPORT 

........... JlII.RCS .. 21 .......................... 19.~· .... .. 

MR. PRESIDENT 

We. your committee on ...... ~~~.~~g, ... ~~.~ ... ~ ... ~~~~.;~ .................................. .. 

having had under consideration ............................................................... ~, ........ ~ ................. No ..... U ..... .. 

_----=t=b=i=r=d ___ reading copy ( blue 
color 

801.11<1&1 (M .... ) 

AG couaSBLDtG PlIOGiWl 

Respectfully report as follows: That.. ................................................ .. HOUD .. .B%LL. ..................... NoU. .......... .. 

Chairman. 




