49th LEGISLATURE - SPECIAL SESSION 11
MINUTES OF THE MEETING
JOINT APPROPRIATIONS, HOUSE AND SENATE AGRICULTURE COMMITTEES

March 26, 1986
1:00 p.m.

The joint meeting of the Appropriations, House and Senate
Agriculture Committees was held on March 26, 1986 at 1:00
p.m. in the old Supreme Court Chambers in the State
Capitol. Senator Boylan, Chairman of the Senate Agri-
culture Committee, presided.

ROLIL CALL: All Appropriations Committee members were
present.

SENATE BILL 7 and HOUSE BILLS 10 and 11 were heard.

SENATE BILL 7: "AN ACT CREATING AN AGRICULTURAL PRO-
DUCTION LOAN LINKED DEPOSIT PROGRAM..."

The sponsor, Senator Ted Neuman, explained the bill.
The bill pertains to the agricultural production loan
linked deposit program. It provides for the placement
of $50 million of public investment funds in financial
institutions at a rate 1% below the current six-month
CD rate (EXHIBIT A).

Proponents:

The following proponents rose in support of the bill:

Mike Grove, Governor's Council on Economic Development
Keith Kelly, Montana Department of Agriculture

Terry Murphy, Montana Farmers Union

Ron Pyfer, Montana Credit Union League

Pat Underwood, Montana Farm Bureau

Mons Tiegen, Montana Stockgrowers and Montana Cowbelles
Bill NMilton, Northern Plains Resource Council

Robert VanDerVere

Esther Ruud, Montana Cattlemans Association

Chet Kinsey, Montana Low Income Coalition (EXHIBIT B)
Jim Murray, Montana State AFL-CIO

Representative John Cobb

Bill Campbell, Montana Education Association

Al Verschoot, Montana Peoples Action (MPA)

Del Rodriquez, MPA (EXHIBIT C)

John Allhands, Madison County Commissioner.

For a more detailed summary of the testimony, refer to
the minutes of the Senate Agriculture Committee.
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Opponents: None

Senator Neuman closed.

Committee Discussion:

In response to Senator Williams, Senator Neuman said
the PCA's capital structure probably would not allow
them to use this program.

Representative Bardanouve asked Senator Neuman if he
had had any signals from the banking industry whether
they would cooperate or use this bill. Senator
Neuman said he had communications from some bankers
that they could use the funds. Currently in Montana
the banks have sufficient capital to loan. When
interest rates fall, however, he felt this might
become a concern for the small rural banks.

In response to Representative Koehnke, Senator Neuman
said there hadn't been any priorities set in the bill
regarding who should get the loans, other than that
the loans should be made to those operators who were
close to cash flow. 1In response to Representative
Swift, Senator Neuman said the intent of the 30% floor
was so the loans wouldn't go to top raters who didn't
need the loans. They didn't think there was a need
for a cap because the lenders could make the decisions
as to how high the debt to asset ratio could go.

There was no reason for a ceiling because the State
was not at risk.

Representative Koehnke called on Mr. John Cadby,
Montana Bankers Association, to answer Representative
Bardanouve's question. Mr. Cadby said the Association
hadn't taken a formal position on the bill and were
neutral because they couldn't predict without surveying
all 170 banks in the State how much of this money
would be used, if any. He submitted that this was

an experiment and it may or may not work. In response
to Representative Peck, Mr. Cadby said that banks
typically tried to operate on a spread of three to
five points and the bill was asking them to operate

on two points, which obviously would not make it as
attractive as a normal loan. Under the Farmers Home
Loan Administration Interest Rate Buy-Down Program,

the FmHA took up to a two point cut. The lender also
took up to a two point cut, for a total of four points.
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The borrower then got the money at four points below
normal, but the lender in giving up the two points
in yield got from the FmHA up to a 90% gliarantee

of that loan. Therefore, the federal agency was

in essence assuming a portion of the risk. He said
that banks were at present very actively seeking
these funds.

Representative Peck wanted to know if there were any
features of the bill that could be made more attractive
to the bankers. Mr. Cadby said that raising the amount
of the loan ceiling from $50,000 would make the pro-
gram more attractive to both lenders and borrowers.

Senator Conover wanted to know if Mr. Cadby had
attended any of the meetings which had been held

in preparation of SENATE BILL 7 and Mr. Cadby said

he had been at a meeting in Great Falls a few weeks
earlier of the Interim Committee on Agricultural
Problems, and at that time they had presented some
alternatives which included regulatory changes now
being implemented by the federal regulators which
would make it possible for bankers to be more liberal
in their agricultural loans.

Representative Bardanouve asked Mr. Cadby if he felt
the bankers supported or opposed the bill. Mr. Cadby
answered that when the future could be predicted
with more certainty they could come in with a more
certain attitude; however, at the present time it

was impossible to predict what would happen in the
agricultural community over the next few years. As
lenders they hated to come in and say whether or not
the program would work.

In response to Representative Ellerd, Senator Neuman
said provisions were in the bill to indicate that the
money lent was primarily to be used to get crops in
the ground or buy yearlings to put on summer pasture.
However, this was not to exclude absolutely capital
expenses when they considered essential. Senator
Neuman spoke up regarding Mr. Cadby's statements
about the FmHA Interest Rate Buy-Down Program. He
said that over half of the $25 million appropriation
for Montana was already gone and the demand was more
than double the amount of funds now available for
those loans. Even though the banks like the pro-
gram, the amount of funds available would not meet
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today's needs.

In response to Representative Jenkins, Phil Johnson,
President of First Bank in Helena, said that if a
person couldn't meet the requirements under a FmHA
Guarantee program, the bank would probably not enter-
tain a loan request under this program. If the bank
was going to lend to a troubled borrower to get him
through one more year, he submitted there would have
to be some guarantee on the additional money loaned
where the bank would be guaranteed to get that money
back, plus interest, and hopefully also have some
headway made towards relief on the balance of the
debt as well. 1In response to Representative Ellison,
Mr. Johnson said that cutting the interest rate from
12% to 9 or 10% on a $50,000 loan might not be enough
relief.

(Tape 5:B:000)

Mr. Johnson brought up that he felt that under the
penalty section of the bill it should be a fraud
rather than a misdemeanor if a person knowingly
made a false statement on a loan application. 1In
addition he felt that one year would not be enough
time for the program to work.

In answer to Representative Cody, Senator Neuman said
that already five or six other states had programs
similar to this one and over $600 million was put

out on the programs. Senator Neuman said that the
bill planning committee had thought $50,000 should be
enough to get the crop in the ground or the yearlings
on the pasture. He submitted that the loans were not
intended to be a total operating package. He supposed
lenders would be making loans for less than a year's
time under this bill. Programs such as the one in
this bill would be perfect for the situation in which
the operator just needed enough money to get through
harvest. Mons Tiegen stated that he felt $50,000 was
a minimal amount and that most livestock operations
spent more than this.

The hearing on SENATE BILL 7 was closed.

HOUSE BILL 10: "AN ACT APPROPRIATING MONEY TO REPLACE

THE POTENTIAL EARNINGS LOST TO INVESTMENT FUNDS USED

TO PURCHASE DISCOUNTED CERTIFICATES OF DEPOSIT UNDER

THE AGRICULTURAL PRODUCTION LOAN LINKED DEPOSIT PROGRAM..."
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The sponsor, Representative Schultz, explained that
HOUSE BILL 10 was the appropriation for SENATE BILL 7.
$250,000 will be provided for the interest buy-down

and the effective date will be immediate; March 15, 1987
will be the termination date.

Proponents:

Keith Kelly, Department of Agriculture, rose in support
of the bill.

Opponents: None

Committee Discussion:

Senator Aklestad asked Representative Schultz if the
$50 million would be allocated as needed or in lump
sums. Representative Schultz said it would be al-
located as loans came in. If there weren't loans
made there wouldn't be the draw-down on the General
Fund.

Representative Schultz closed. The hearing on HOUSE BILL
10 was closed.

HOUSE BILL 1l: "ESTABLISHING AN AGRICULTURAL ASSIS-
TANCE AND COUNSELING PROGRAM TO AID FINANCIALLY DIS-
TRESSED FARMERS; PROVIDING FOR FINANCIAL COUNSELING,
FARM MANAGEMENT TRAINING, LEGAL SERVICES, VOLUNTARY
DEBT MEDIATION, MENTAL HEALTH ASSISTANCE, SUPPORT
COUNSELING, AND REFERRAL SERVICES; AUTHORIZING THE
DEPARTMENT OF AGRICULTURE TO ADMINISTER THE PROGRAM..."

The sponsor, Representative Gaye Holliday, presented
the bill to the Committees. This bill was a product
of the Interim Agriculture Committee. See EXHIBIT D.

Proponents:

Keith Kelly, Director of the Department of Agriculture,
spoke up in support of the bill; see EXHIBIT E. He
stated that Montana agriculture probably had a far
worse record of servicing debts than other states,

for two reasons: (1) drought in the recent past,

and (2) foreclosures and the trouble the farm credit
system has run into in Montana. He reviewed how the
agricultural assistance/counseling program would be
set up and what it would offer. The Agriculture _
Department would coordinate the program, put a hotline
and coordinator in place, and contract out with ex-
isting State, private, and/or federal agencies for
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the remainder of the services. He added that the SCORE
Program and the VISTA Program might be able to offer
some assistance to better coordinate the utilization

of some federal resources. He offered some amendments,
which the Agriculture Department proposed, which in-
cluded: (1) the Department of Agriculture would re-
quire financial statements and proforma cash flow
statements (profit/loss) including any non-farm ac-
tivities, in reference to the mediation category of

the bill. He submitted that the Department had some
problems with mandatory mediation as far as the financial
resources which would be needed in order for them to be
able to do an adeqguate job. He felt that the cost
would be "fairly horrendus" and it would take most of
the mediation money just to make sure the Department
had gone through a complete analysis. In addition, he
said his Department didn't want to be the one to
determine who could or could not mediate because this
would be putting them in an adversarial role. (2) The
Department also proposed to add clauses to the bill to
cover soverign immunity for the Department, and sever-
ability.

Marty Connal, an Agricultural consultant from Bil-
lings, rose in support of the bill. He stressed that
farming was a business, and those who ran it like a
business would survive. He cautioned the committees on
the subject of mediation or any type of moratoriums
because of the effect it might have on the banking
institutions. At present, money was leaving Montana
and if the bankers were scared out of making any

loans to agriculture, the State would be even worse off.
Montana needed to have a clearing-house for agricultural
problems, similar to what Nebraska is doing, he said;

in addition, the State debt laws needed to be reviewed.
He felt the best way money could be spent in Montana
was through the education system educating the far-
mers, ranchers, accountants, lawyers, and bankers as

to what the problem was and how it could be solved.

Barbara Archer, Coordinator of the Montana Farm Council
and Advocacy Coalition, rose in support of the goals

of the bill, but proposed several amendments; see
EXHIBIT F. She also rose in support of Representative
Rapp-Svrcek's amendment regarding the borrower's right
to mediation. She explained that the Montana Farm
Counseling and Advocacy Coalition was a group of
voluntary farmer advocates who were linked into a
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farm crisis hotline and responded to farmers in
financial distress; see EXHIBIT G. At present, nine
advocates were working with more than 120 active cases.

Dale and Mary Ann Fossen then spoke up, also repre-
senting the Montana Farm Counseling Advocacy Coalition.
They were in support of the amendments including peer
counseling. They felt that one of the solutions to
the agricultural problems facing the country was
people helping other people. Mrs. Fossen then pre-
sented an analysis of the process which farmers go
through which she called the "Time Lock Syndrome."

The four stages were: (1) temporary impotence, (2)
Identification, communication and relief; (3) reali-
zation, and (4) motivation. Stage two is where ad-
vocate intervention is so important. Mr. Fossen said
they had clients of all ages and all situations. He
explained how the advocates helped the people who came
to them. He stressed that he didn't make recommenda-
tions, he made choices.

Mary Kee, Montana People's Action (MPA) then rose in
support of the bill with the amendment to provide for
the right to mediation; see EXHIBIT H. She gave a
history of the problems her family had encountered
with the PCA and the Federal Land Bank. She felt that
if their lenders had been willing to cooperate that
their operation could have been kept productive and
viable.

Joan Voise, MPA member from Ryegate, spoke up in
support of the bill with the amendment; see EXHIBIT I.

Susie Tilton Chiovaro, a Farmer Advocate and bankrupt
rancher, spoke briefly; see EXHIBIT J.

Joe Duffy, a Great Falls attorney, rose in support of
the bill, particularly the Advocacy Program. He
praised the work the Farm Advocates had been performing.
He got where he is regarding understanding the FmHA,
the PCA, the administrative notices and procedural
notices because the Farm Advocates had done their
homework. He suggested that often a farmer wouldn't
call a lawyer or a CPA but would call an Advocate.

He stated that the lawyers who wanted to know more

in this area didn't have the resources to call upon
to ask for assistance, and passage of this bill would
help that.

(Tape 6:A:212)
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Ray Patte, a former Ryegate County Commissioner, then
rose in support of the bill as amended with the right
to mediation; see EXHIBIT K.

Curtis Haskens, a Montana Advocate and member of MPA,
rose in support of the bill. He presented a case
which showed how the advocates had helped solve the
problems of one Montana farmer. He submitted that
there was a need in the State for this program,
evidenced by the fact that almost everyone present
had raised their hand when asked if they knew someone
who had had a bankruptcy, sheriff's sale, or fore-
closure within the past year.

Jack Heyneman, Chairman of the Northern Plains Re-
source Council, rose in support of the Rapp-Svrcek
amendment regarding mediation; see EXHIBIT L.

Mike Grove, Governor's Council on Economic Develop-
ment - Agriculture Credit Subcommittee, said their
committee on the linked deposit bill felt the Coun-
seling Program had much merit. He emphasized the im-
portance of having highly qualified persons on the
financial and legal side. They supported mediation,
on a voluntary basis as presented in the bill.

Jo Bruner, Power Farmers Elevator Company, spoke,
stating that bankruptcy and foreclosures benefitted
neither the producer nor the lender or agribusiness.
They were in support of the Advocacy Program and the
mediation process as defined in the bill.

Lavina Lubinus, Women Involved in Farm Economics,
rose in support of the bill; see EXHIBIT M.

Senator Boylan ruled that due to the lack of time,
Legislators would not be allowed to testify on the bill,
in order that those traveling from out-of-town might
have a chance to talk.

Steve Waldron, Montana Council of Regional Mental
Health Boards, Inc., spoke up in support of the bill;
see EXHIBIT N.

In view of the shortage of time, Senator Boylan asked
if there were any opponents to HOUSE BILL 11 who wished
to speak

Opponents:

L. C. Terrett, a Billings consultant and ex-banker, said

-20-



Appropriations Committee
March 26, 1986

he was opposed to the mediation portion of the bill.
He felt this would be putting banks into a position
where they would frown on making any agricultural
loans. He asked that the Legislature consider what
was happening in the farm credit system. He felt that
action would be taken very shortly to implement the
farm credit bill and its issue on long~term loans.
However, it would probably take some time to find

out the regulations because the President said he
would make the farm credit system utilize its re-
serves before he would come to the rescue of the farm
credit system. An extensive search of what is hap-
pening in the farm credit system program should be
undertaken, he suggested.

Representative Bardanouve asked Mr. Terrett what a
banker would rather have: mediation or a moratorium

for a year on all foreclosures, and he replied that

they would favor neither one. Representative Bardanouve
said maybe they had better take something or they would
have nothing.

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

Proponents:

Wink Nyhart, Twin Bridges ranch wife, spoke. Her
family was facing foreclosure by an insurance com-
pany on their property, which had been in the family
for 120 years. She pointed out that many people had
more equity in their property than what was borrowed
against it and these seemed to be the farms that were
being picked on more because the lenders could see
that if there was enough equity to sit on the farm
after foreclosure, they stood to lose less by waiting
until land prices started to rise again. She said the
representative from the insurance company they were
dealing with, Travelers, had responded to their pro-
posal to negotiate and take only part of their ranch
and leave the rest with, "Why the Hell should we when
we can have the whole thing"? See EXHIBIT P.

Bill Milton, a Roundup area rancher, spoke up on behalf
of the farmers and ranchers from that area for the right
to mediate, stressing that this did not mean that the
arbitration was binding. He asked, "If the right to
mediate isn't provided why bother providing counseling
efforts"? He pointed out that every foreclosure that
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occurred reduced everyone's equity.

Neil O. Peterson, MPA, rose in support of the right
to mediate and in support of the Advocacy Program.

Esther Ruud, Montana Cattlemen's Association, spoke.
She said she had been working for nine years to get
a better price for agriculture and was still trying.
She submitted that many of the foreclosures were not
the fault of those farmers facing them.

Al Verschoot, MPA President, rose in support of
mandatory mediation. He took issue with the state-
ment that some of those losing their farms were "bad
managers." He submitted that farmers were the best
managers in the world and that no bank or business
could operate for as :long as the farmers had with the
adverse conditions and governmental and banker op-
position they had had. He added that he knew that
HOUSE BILL 11 wasn't going to provide all the answers.
Agriculture needed to get some prices and they have
got to work to get them.

Tape 6:B:042)

Nancy Collins, Co-Chair of the Womens' Lobbyist Fund,
rose in support of the bill as amended to provide for
peer counseling and the right to mediation.

John Ortwine, Montana Catholic Conference, rose in
support of the bill as amended on peer counseling and
the right to mediation; see EXHIBIT Q.

Jim Murry, Montana AFL-CIO, rose in support of the
bill; see EXHIBIT R.

Terry Murphy, President of the Montana Farmers Union,
rose in support of the bill. In the U.S. the asset
value of agricultural real estate by official figures
has fallen $180 billion in four years and the equity
of farmers has fallen $216 billion. Not one farmer
had anything to do with the policy decisions that had
to do with that. The Farmers Union was in favor of
the right to mediate, so long as it stopped short

of binding arbitration; see EXHIBIT S.

Pat Underwood, Montana Farm Bureau, and also on behalf
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of Mons Tiegen, Montana Stockgrowers (see EXHIBIT T),
was in support of the bill without amendments.

John Allhands, Madison County Commissioner, stated
that over 40% of the delinquent taxes in his county
were on agricultural land. This affected county
government tremendously; the schools are short about
$480,000. He added that no taxes were received back
in their bankruptcy cases. The banks were selling
personal property, cattle, and machinery and collecting
the money but not paying the taxes. He felt mediation
would help buy the County more time to pick up these
taxes that the banks were in essence putting in their
own pockets.

Senator Boylan then opened the hearing to questions
from the Committees, even though there were more
proponents who wished to testify, due to the lack of
time. Representative Bardanouve said that those who
still wished to testify on the bill could do so at the
Appropriations Committee meeting in Room 104, upon
adjournment of the House.

Committee Discussion:

Representative Koehnke wanted to know if Mr. Terrett
(who was no longer present) was opposed to voluntary
or mandatory mediation. Mr. Cadby replied that Mr.
Terrett's feelings were probably based on the fact
that the bank was in a no-win situation. If they re-
fused mediation they could be accused of bad faith

and be faced with a worse lawsuit than they might have
already faced, and if they agreed to mediation and
didn't accept the conclusions, they might also be
subjecting themselves to bad faith litigations. He
was in support of the spirit and intent of the bill
but he stressed that the banks needed to be prudent
investors. If the bill was altered so that it be-
came an advocacy program for the agricultural customer,
he felt the entire program would be jeopardized.

Senator Aklestad asked Mr. Kelly if he felt his De-
partment would be liable if bad advice was put out
under this bill. Mr. Kelly said an amendment had
been offered by his Department to exempt liability

for the Department staff and those working on the pro-
gram. Representative Bardanouve submitted that until
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the Legislature passed a constitutional amendment,
the voters approved it, and the 1987 Legislature put
some limitation on liability, the proposed amendment
wasn't worth the paper it was written on. Mr. Kelly
said they had attempted to structure a program to
minimize liability.

In response to Representative Rapp-Svrcek, Senator
Tom Towe spoke up in support of mediation as the
single most important thing the Legislature could do
for the farmers at this time. As an attorney he said
he had been on both sides of the issue, and he sub-
mitted that bankers were very receptive to mediation.
He stressed that he was not talking about mandatory
mediation or moratoriums but rather the time-honored
and tested procedure of the law asking people to sit
down and talk about their problems. He submitted
that the voluntary mediation provided for in the bill
might work 60-70% of the time; however, he would

like to see a requirement that if one of the parties
wanted mediation they could request it, and once it
was formally requested, then the parties would be
granted a period of time, possibly up to 60 days, to
try mediation. He added that it also had to be pro-
vided for that this wasn't a mandatory thing and after
the time was up, if it didn't work out, then the
initial process could be gotten on with. Regarding
bad faith, he said this was most often a bugaboo that
had to be discounted. He submitted that mediation
would give the banks a chance to demonstrate their
good faith. He added that he was not fearful of
most bankers in this regard, and his main distrust
was of some of the out-of-state insurance companies,
foreign lenders, and people who didn't understand
what was going on. These people were the ones that
it was most important to get to the bargaining table.
He submitted that the bill needed a little more teeth
in order to achieve this.

The hearing was then closed on HOUSE BILL 11.

Representative Holliday closed, thanking all of those
who had come to testify.

Representative Bardanouve announced that the House
Appropriations Committee would meet upon adjournemnt

-24-



Appropriations Committee
March 26, 1986 - 1:00 p.m.

of the House in Room 104 and stressed that especially
those persons interested in amendments to HOUSE BILL
11 should attend the meeting.

Additional testimony on HOUSE BILL 11 had been sub-
mitted in written form only; see EXHIBITS U, V, W, and
X.

The meeting was adjourned at 3:40 p.m.

Representative Francis Bardanouve = Chairman
Appropriations Committee

DR
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EXHIBIT A  _
SENATE BILL 7
3/26/86

Members of the committees I offer for vour consideration
SEVATE BILL 7. Senate Bill 7 is a bill to nrovide the use of
$50,1290,000 short term investment vool 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
vass on these funds to agricultural horrowers at no more than 2%
above the cost of these state funds.

In order to he eliqible for these.loans the agriculture
husinessman must have a debt to asset ratio qreater than 20%. Ie
must also make more than 79% of his income from a Montana farming
oneration. o loan to anv individual conuld exceed $597,779. These
loans would be short term production loans and could also be used
to purchase livestock for other than breeding purnoses. Senate 3ill 7
contains several provisions that would insure these loans are not
used in a manner other than is contempléted by this bill.

This bill is similar to legislation in many other agricultural
states that is »nroviding 600 plus millions of dollars to helo farmers
survive the financial crisgis of their lives brought on by low
commodity orices and high interest.

A recent study at M.S.U. stated that for each 1% drop in
interest rates about 2.3% additional Montana farms would cash flow.
Montana has about 16,019 professional farmers. That would indicate
ahout 1400 farmers would be helped by a 4% write-down of interest.
These figqures must be adjusted down somewhat because as the interest
rate declines fewer farmers are helped by each point.

I think you can reasonably assume then, based on the study,

that approximately 1109 farmers would be helved bv this program.
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What types of individuals will henefit from this nrogram? Will
farmers who have been marginal for a number of years be helped? The
answer is prohahly not, b8t it will help the farmer who is marginal
because of drought or other'factors that are not attributable to
pPoor management.

I believe the lenders, esmecially 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 monevy to help those good
managers who can structure their onerations so that this interest
savings is in concert with other savings or innovations and will
make the difference in obtaining an overating loan for this soring
or fall.

The most ciitical need for this program, I think, is in the
livestock industry where manv onerators 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 hove the lenders who
look at this program‘will give special attention to that particular
sector of the agricultural industry.'

I will be qlad to answer any questions.

TED NEUMAY

™/3im
3/26/8%6
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BILL SUMMARY

( House Bill 11 )

Prepared by Tom Gomez
Staff Researcher
Legislative Council

House Bill 11 provides for an agricultural assistance and
counseling program to aid financially distressed farmers and
ranchers in Montana.

As introduced, House Bill 11 contains the following main
provisions:

-- provides a statement of purpose, declaring that an
emergency program is established to directly assist
individual farmers who are financially distressed by making
available certain types of assistance and counseling;

-- authorizes the creation of a program to provide
financial counseling, farm management training, legal
services, voluntary debt mediation, mental health
assistance, support counseling, and referral services;

-- grants the Départment of Agriculture responsibility for
administration'Of the program;

-~ requires the Department of Agriculture to utilize the
available services of the Cooperative Extension Service,
state agencies, 1legal service corporations, community
service organizations, private businesses, mental health
corporations, volunteer groups, and other persons in order
to provide the services required under the bill;

-- mandates that the Department of Agriculture contract for
services with qualified personnel;

-- allows the Department of Agriculture to adopt rules
necessary for the administration of the program;

- fpermits the Department of Agriculture to receive gifts
and grants to support the program;

-- provides for voluntary mediation, whereby a farmer who
is in danger of foreclosure or a secured, creditor may
request mediation of the farmer's indebtedness;

-- <clarifies the duties and role of mediators in conducting
voluntary mediation, requiring the mediator to be an
impartial person who is knowledgeable in financial and
agricultural matters;



-- requires that the Department of Agriculture must dismiss
a mediation request if there is an unsuccessful mediation
attempt or if either the creditor or the farmer does not
agree to participate in mediation;

-- establishes the confidentiality of records and
information obtained as part of a request for mediation;

-- excludes mediation meetings from the provisions of the
state open meeting law;

-- appropriates monéy $350,000 from the general fund for
operation of the program; and

-- provides for an immediate effective date and a
termination date of July 1, 1987.

GOMEZ/tpg/6080D.TXT



EXHIBIT E
HOUSE BILL 11
3/26/86

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

EEN
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Agricultural Assistance/Counseling Program

Coordination

Financial Peer Other
Hot Line Consultant Counselor Resources

i.e.
Training
Legal
Community Services
Mental Health




Amendments to HB1l
Proposed by the Montana Department of Agriculture
Amend page 1, section 1, line 21

following: "avoid"
insert: 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: "without"
insert: a perfected security interest

Amend page 3, section 3, subsection (2), line 14

following: "financial" -
strike: eounseting .
insert: consulting

Amend page 3, section 3, subsection (2), line 15

following: "management"
strike: training
insert: consulting

Amend page 3, section 3, subsection (2), line 16

following: "legal”
insert: information

Amend page 4, section 4, line 1

following: "service"
insert: college of agriculture

Amend page 4, section 4, line 3

following: "state"
insert: or federal

Amend page 4, section 4, line 4

following: "corporation”
insert: or the University of Montana Law School,

Amend page 4, section 4, line 15

following: "coordinator"
insert: ‘and necessary staff




Amend page 5, section 6, line 11

strike: imminent
Amend page 5, section 6, line 11 and 12

strike: or-who-has-reeceived-a-notice-of-forectosure
Amend page 5, section 6, line 16

following: "filing"
insert: 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:

(a) The information pertaining to the basis of the
credit determination; -

(b) Financial statement(s) and proforma cashflow
statement on the respective borrower;

(c) Statement regarding status oI the borrowers
loan performance;

{d) Indicate name and title of authorized

representative of the creditor authorized to enter

into a binding mediation agreement; and
(e) any additional information the department may
require.

Renumber subsequent subsections

Amend page 5, section 6, line 25

following: "farmer"
strike: requesting
insert: or secured creditor in

. Amend page 6, section 6, lines 4 and 5

following: "department"

strike: or-its-agent-shati-evaluate-ecach-request-and-may

insert: shall



Amend page 6, section 6, line 8

following: "agrees"

strike: <

insert: 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 severable from the invalid
application.




EXHIBIT F
HOUSE BILL 11
3/26/86

AMEND SECTION 1:
Purpose. It is the declared purpose of [[this acﬁ] 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), ngUMBER SUBSEQUENT SUBSECTIONS:

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

y

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 Q];

AMEND SECTION 4(d) .
(d) 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.




EXHIBIT G
HOUSE BILL 11
3/26/86

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

. - . (farmers or bankers or small business people or borrowers or lenders) . .

All ve see are some people bailing and some people rowing because there are children

in this lousy boat and we are in deep trouble." The Rev. Leonard Kayser, from

Violence in Rural America, Catholic Rural Life. November, 1985 - :

FARM CRISIS : : The MFCAC is committed to the idea that

\/, PEOPLE ARE NOT EXPENDABLE, therefore:
HOPELINE '

653-2492

I\

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

*MFCAC 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.

"Farmers Helping Farmers"

The idea of farmers helping farmers

in Montana originated within farm...
and ranch communities. - AssSessment of
needs was done by farmers and ranchers
themselves. The Montana Farm Coun-
seling and Advocacy program was
designed and activated by farmers

and ranchers.

*MFCAC sees itself as a mediator and negotiator
between borrowers and lenders, thus, prevent-
"Farmers can be very effective ing polarization and splitting of communities
‘self-and lay advocates. . . farmers and ‘enhancing the life of communities.

as advocates are often more effect-
ive, especially when they have

support,than an attorney or para- .
legal would have on the "front' 1) Direct service and counseling by trained

lines" (with the lender). Farmers. " advocates who are farmers and  ranchers, many
speak the language of farm oper- of swhont ‘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, ¢)-explain rights/options, d) refer

The MFCAC OFFERS THESE SERVICES:

bt o

t

of negotiation, and do nét pose-the to advo ' tes or other support systems, 2) follow
same kind of adversarial threat at up by advocates with a) information dissemina-
the administrative level that tion, b) assistance in developing cash flow

legal workers do." Jim Massey, projections, c) mediation and negotiation, -
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) where 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 1f 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 g
of farm families. ’

[ et

-

farmer
Advoeate

(‘,Dmmun;'}' 1734

support ourS\—‘ /))Ob rcjtra}ning

l—~\§mini$+crs
{ <
attornéys S%/c “*foed bank.s

Among the advocates, who are all production agriculturalists, is the kind of
assistance that farm people need and respond to, people who have, 1)absolutely no -
vested interest with lenders, including FmiA, banks, PCA, FLB, insurance, etc.,

2) familiarity with the major pertinent 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 meet/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 chegklist, 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 emotional

support. g
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TESTIMONY OF JOAN VOISE, MARCH 26, 1986 EXHIBIT T ‘>

BEFORE THE HOUSE AGRICULTURE COMMITTEE gsgg%glm 11

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
with amendments. My husband Laurence and I farm . ,é%aﬂg’rﬁ

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 wih with some adjustments in our 1loan,
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 wkn we requested ¢opies 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 similare experiences.

The family farm i€ 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 produétive 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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I am a fifth generation Montanan. My family moved to Virginia
City in 1863. 1 am proud of my heritage, and of my ties to
the good Montana land.

1 am also a bankrupt rancher. That is not a fact 1 state
proudly, but rather with pain and sorsgw for those who are facing
similar circumstances. That is also why 1 am a farmer advocate.

I know only too well the pain I felt when 1 held my children
through their nightmares of people taking things away--the only
comfort 1 could offer was that their father and I loved them
very much.

I know only too well the sleepless nights which go hand
in hand with the hours contemplating financial paperwork which
doesn't improve with continued reading. 1 know only too well
the impotent fury which I felt and directed at my lender—-—ultimate
ly to translate into a recognition that there were powers beyond
his control--or mine. 1 did not create the weather; 1 did not
create the plague of grasshoppers; and 1 did not create a system
vwhich revolves around a price for production which does not
take into account the cost of production.

What, then, can 1 offer to others in similar straights-
-what do 1 tell the seventy year old woman whose husband 1is
ninety when the property they have framed for sixty years is
to be taken away? What do I tell the man who calls 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 wants to meke a go of agriculture? 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
I then tell them that Gee, what a shame. The state of Montana
is only interested in statistics, and you are part of the whatever
percent we write of f?

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 equitable solution-
-one which is in the best interests of therh, and of the taxpaying
population as a whole?

Please help me and the other advocates to take home a message

11
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EXHIBIT LL
HOUSE BI®T 11
3/26/86

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 execution of debt during the
'-
mediation period,

The amendments briné the borrower and creditor together
with a mediator to attempt éo work out an agreement that will
prevent further foreclosure action and stabilize the rural
economy.

‘The mediation period extends?75 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,
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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 rural people 12125%%2%€&nx¢1Qo

JoAnn Forsness was and is the Woice at the other end of the
Hot Line. In it's first % 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 calls.

JoAnn took 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 RQurt 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 working with the Hot-Line have

all earned a degree in the "School of ‘ Knocks" and have attended]

seminars to refine that training.

We hope that with the passage of HB11 that these advocates
will be asked to w ork as they have been because of their first
hand experience, Knowledge of the problems and their talent.

Thank Ynu

IFE Women Involved In Farm Economics
N
HB 11
Support

-’
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-

For the record my name is Steve Waldron, Executive Director
of the Montana Council of Regional Mental Health Boards. 1
represent the Montana Community Mental Health Centers.

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 necessary 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 7
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 from 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.

REGION | REGION N REGION Hit REGION IV REGION V

FASTERN MONTANA COMMUNITY GOLDEN TRIANGLE COMMUNITY  MFNTAL HEALTH CINTER MENTAL HEALTH WESTERN MONTANA COMMUNL, 5
HFATTH CENTER MENTAI HEALTH CENTIR 1245 North 291h Strent SERVICES. INC MENTAL HIALTH CENTER ‘J !
1819 Mamn Street Holiday Villane Shopping Cenler Bilings, Montana 54101t 512 Logan Fort Missouta 112

Miles City. Montana 59301t P O. Box 3046 (252 5658} Hellena Montana (9601 Mo, Mamntana H9801

{232 0234y Greal Falls, Montana 59407 (442 031 (108 6B 20)
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Montana Catholic Conference

CHAIRMAN AND MEMBERS OF THE AGRICULTURE COMMITTEES:

I am John Ortwein representing the Montana Catholic Conference.

Most of us know what we mean when we say family farm. The
family farm is a production unit in an agricultural system in which
most of the farms are similar. There is a certain harmony to the
system-~ 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 right, 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 the 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
b 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. .
\

' v ! As we all know, this way of life is being threatened at this

time as it has not been in many years. It is for this reason that
the Montana Catholic Conference is here today. We support H.B. 11

4 with the amendments.

_0
<'LTeI. (406) 442-5761 P.0. BOX 1708 530 N. EWING HELENA, MONTANA 59624
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Box 1176, Helena, Montana

JAMES W. MURRY 2IP CODE 59624
EXECUTIVE SECRETARY 406/442-1708

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 I'm
appearing here on behalf of the Montana State AFL-CIO in support of House
Bill 11.

Members of the Committee, those of us with the labor movement recognize
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 o7 our state's economy, and we are concerned
about farm foreclosures that are increasing at an alarming 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's 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
employea by agriculture during December 1984. Just twelve months Tlater,
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 Bi11 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 e 4



Testimony of Jim Murry
House Bill 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 disiocated 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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House Bill 11 Amendments

Title, line 10.
Strike: "VOLUNTARY"

Page 3, line 17.
Strike: "voluntary"

Page 5, line 9.
Following: "Section 6."
Strike: remainder of lines 9 through 15 in their entirety.
Insert: "Right to mediation =-- notice -- waiver --
conditions of mediation. (1) Except as provided in
subsection (3), no secured creditor may initiate
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

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) suhstantially 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

Page 7
Following: 1line 5
Insert: " (i) reduces either the interest obligation or the

principal repayment obligation, or both;"

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

mediation meeting must be held within 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

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) If 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 1is a farmer, one who is a lending
officer of a financial institution, ,and one who is



neither a farmer nor a lender. The panel is 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 act]."

Renumber: subsequent sections

8. Page 8
Following: 1line 23
Insert: "Section 15. Mediation of ongoing proceeding. A
debtor whose agricultural property as of [the effective
date of this act] 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 act]. Such a request is
subject to the same conditions and has the same effect
as a request filed under [section 6]."
Renumber: subsequent sections
COGHMI/hm/6085a
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QFf THE

FEDERAL RESERVE SYSTEM .
WASHINGTON, D. C. 205S) SR 83-15 (FIS)

OIVISION GF saNKiINGg
SUPCAVISION AND REOULATION

March 30, 1983

T0 THE OFFICER IN CHARGE OF EXAMINATIONS
AT EACH FEDERAL RESERVE BANK

SUBJECT: Home Mortgage, Farmm and Small Business Loans

The econamic enviromment over the past several months has resulted in
financial pressure on a rising number of bank custamers, particularly certain
farmers, small businesses and individuals.

These financial pressures are, at times, reflected by delinquent
business and residential loans in the portfolics of the nation's financial
institutions. Same borrowers who are experiencing financial difficulties face
the prospect of foreclosure on their hames and family famms, or the failure of
their small businesses. Often these prcblems are transitory and the borrowers
are able to resume payments when general econamic conditions improve. Under
such circumstances, the financial institutions may find that the most prudent
policy is to stretch cut payments and exercise forbearance rather than to take
more precipitous action such as foreclosure and/or forcing a borrower into

y'

As a supervisor of State-member hanks and bank holding companies, the
Federal Reserve does not wish its examinations or its supervisory actions to
be pursued in a manner that discourages this type of forbearance. On the
contrary, such forbearance is in the public interest and should be encouraged
when it is consistent with safety and soundness considerations. ‘It is
requested, therefore, that you remind the Federal Reserve examiners in your
District of the need to be particularly sensitive to these prcblems at this
time and to refrain from criticizing bank management for exercising
forbearance in the circumstances described. Moreover, in accordance with
long-standing instructions, examiners should not recammend foreclosure or
other precipitous action. Supervisory staff should also take these policies
into account when dealing with the supervised institutions' boards of
directors and when designing remedial action plans.

wF~

Director
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Twin Bridges Public Schools 375" **

CONSOLIDATED SCHOOL DISTRICT NO. 7, MADISOM COUNTY

BOARD OF TRUSTEZS

y Drawer AC, 216 West 6th Avenue DAVID L. SMITH, Chairtnan

‘ STEVE DAVIS, Vice Chairman

PHIL WABER, Superintendent EYNOLDS

SYLVIA DULANEY, District Clerk qwm Bﬂdﬂ@S, Mon"ana 58754 hlﬁﬁm GILTRAP

DOUGLAS R. DENSON, DANOWSLEY
Elementary Principal Phone 684-5656

March 25, 1986

Dear Committee Members: =

I urge you to include a provision for mediation of foreclosure
procedures in the Ag bill under consideration. Mediation could help

, school districts in two ways - fipancially 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 locoal
school budget 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.

Thank you.

. Sincerely,

RIDGES PUBLIL SCHOOLS

’ Superintendent

wE o =0



Mountainview Veterinary Service
Dr. Layne E. Carlson
v 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 practice 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,

Fpoc & Callome >

Layne E. Carlson, DVM

LEC:mr



mmW Vm ~
v/ The A%Ww,a&,e/
/Zd,/wd%w/m J/Wb

MM MZZ # /*%-'nc't LW / Aﬁé& 7,{:!—*""?&

’
/‘ aprl’ “" 1 \%
/’/

G e / %u r JLonen / e

//@’///"% /“/fﬂcm /u. /J

; ‘;47:%/ 4 /e//éb/) v
tvrte - /‘Z%L %Z‘/f

W - aCO Owner R0 /‘,/r/..u/m_(w
L (44;7 g«/éc"b\ I - G {y vl I/L 6441/‘7 £ g ¥ e X

~ ’ , X ,,
R R ; le b Co teciser )ZL,.M (LMZ{; /j:z i

| 7 -
R/ -’4% v 5 Exow Eri> o

|



To amonr 17 oty Cowtlene:
Z Br7 LTI G TS LETTHE 75 Kok KHlin'g SOms In0ls £T75WI/on
"' 7o THy SPodiems CAuSeS- l/ THE STHTES ool  SpAwks
: m/ rver ;s very sSmwil Zom,ame#a} TO IHE anes L LN Glow) 1N pps
-
}Zﬂ/&&, TS Sseé ;(o.sz:a_y r)‘w L3 yo yHs 4,_7 LNyl Gam/nyy rES . HUSRTHNAISS
-’ S #hL T Hove. T araoer"lﬁ' Wiy JaelPoT gaam ;&/;:u_!s Y /Jda ﬁw{
o ke R Kiwle LXTEH DRNE) vo feko PAY monitun Swer, TAVES, SWSutAves,
é«- e7a. r/’ﬂ& RLHI LT TH N ys oks LLoRICNG ou? sVeR, THEXV THS Sowee Co Lajses
wTHErl Lares. dpdie PRCrs Full ¢ jutetnsT Lotes ks yoan) Dousiel . 7EAm Aopoes,
| (owrer weksv mes rhy Lanciforns v Lpemoes ) Coullo? &VIX Hrroey 7+ Lowpls w? Hou s
= ON B Suvsity grroewees 7o JaclAT. THoRy 7S e MINEY - Aok [F ons Smsid
- ,&aa/we, Like Iy sede, s ‘//440"4/_’ B Tough TIME, THEN LHFT N rHe toedld
- ges rre L9 Cruekes Doiwg, |
- THrS RNolPRY¥SS/ion L& ARy Forwg fﬂovo’ SHouil o7 SLe pllocws®d 72
o AN BT W Anelies, WNORe Lor Adoe e fTees] Do Vo wed? S yHe
wotll, Gun govy is 7s SorveT srs Prople. Huk LonsTirarion was Fowddeh
- OW THAT Fhrposs. rysts +s #x) gwswel , 2'm Suks o 7HT . I'm Jus? wer

;’Smnzr Gwoungl 7o é/ow Tz oml/ ,{{uoa) Aow 7O LoriK NAlS Aorler

mos? LnweHoks v Fadmeots o, SO L NSRS, Somes o, }/ow o kils s orfFS ey

“ us7 /&A/ #4372 ,tf-y our L. - Sredstedy, " %



s By H g L] e St kB S

e f/}waéﬁ/m//d«g,-.ﬂMA

o T oA 1/[ N /&(Igw“-“‘/“ zﬂ



§3§ﬁw§§\\%&ﬁ \&ﬂ\%’ BN (Y JeBpT oD (VEMIYT TV 0
Ew&\ggg.é \ﬁw\gh\.&sgﬁiawwégs&

. . .\. HN VUvV\@“ WU\Q‘AW
qgm*x\ﬁm\ﬁ\ég)%\ 777 giwﬁ
2 a2 a .2 alx 2 2 ) 3 a2 3 38 2 2 3



Leh S - ££9 =904 )

S L b
1T YL
S Ly ﬁbﬂm
G- e oy P




EXHIBIT X .
HOUSE BILL 11 -

NAME: _ (ua/ké é/mzy e ////%éwnég/ Qaiﬁf,fsi :
ADDRESS:__~ /57%'(3 /://L@ o IS (lorttidins

PHONE : 6457 :D/,Zo J

e o L L e B

DO YOU:  SUPPORT? [ AMEND? OPPOSE?

COMMENTS : /c/ MW i /’% 7
405/ W‘//M 2Pzl g{ﬁsme ,

PR r o//éé_//,z g"‘f{[“ lpe cotece

o

Do pd o d‘ et J/«/ et A //iw
V,Lﬂzio T’Z:M Md’/;j”c’—c«-e‘/e

/ J 7 V

L.

PLEASE LEAVE ANY PREPARED STATEMENTS WITH THE COMMiTTEE SECRETARY





