#13-2

MINUTES OF THE MEETING
AGRICULTURE, LIVESTOCK AND IRRIGATION
50TH LEGISLATIVE SESSION
HOUSE OF REPRESENTATIVES

February 13, 1987

A joint meeting of the House and Senate Agriculture,
Livestock and Irrigation Committees met in room 325 of the
Capitol at 7:00 p.m. on February 13, 1987. Since the House
was still in session at 7:00 p.m. several members of the
Committee were a bit late, but all were in attendance.

Bills to be heard were SB 268, sponsored by Senator Bill
Yellowtail, and SB 321, sponsored by Senator Greg Jergeson.

SB 268 was heard first. The testimony presented at this
meeting was transcribed by the Senate Agriculture, Livestock
and Irrigation Committee, as was the testimony for SB 321.
The transcription is attached.

It is approved by the Chairman of the House Agriculture,
Livestock and Irrigation Committee.
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REP. DUANE W. COMPTON,” Chairman
Agriculture, Livestock and

Irrigation House Committee
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NORTHERN PLAINS RESOURCE COUNCIL

Field Office Main Office Field Office

Box 858 419 Stapleton Building Box 886

Helena, MT 596234 Billings, MT 59101 Glendive, MT 59330
(406) 4434965 (406) 248-1154 (406) 365-2525

AG ACTION DAY

FRIDAY, FEBRUARY 13
HELENA

On February 13, members of NPRC and other agriculture, civic
and church groups will participate in a showing of support for
state-level solutions to the "rural’  crisis.

THIS EVENT IS IMPORTANT! We ask each of you to make a special
effort to come to Helena next Friday. This is an opportunity
to: * ask Farm Credit Services and Farmers Home Administration
about their future plans for borrowers. * show our elected
officials we want positive action taken on our legislative
proposals. * be a part of the legislative process and make our
voices heard. * meet other Montanan's alsc interested in taking
action to reverse the the decline of rural communities and family
agriculture.

at the Catholic Church 530 S. Ewing
-9:00am invocation Ci Jones, Episcopal Bishop
Welcome with Howard Lyman, Jack Heyneman, Roy Patte
Farm Credit Services representative
Farmers Home Administration representative -
Senator John Melcher

-11:30am luncheon

at the Capitol
-12:30pm Rally walk five blocks from the church to the
capitol in a parade (with banners & posters)
Howard Lyman, emcee
Senator John Melcher '
Helen Waller, chair Naticnal Save the Family Farm Coalition

-1:30pm briefing on NPRC bills, legislative process for members
lobbying

-7:00pm Joint Senate and House Agricultural Committee hearing-
Right to Mediation

LOGISTICS * We will try to coordiate carpools. If you need

a ride, give the Billings office a call; we’'ll try to fix you up.
* Reserve a room now, or make lodging arrangements, Helena is
full. You may want to inquire at the Super 8 motel, we have a few
rooms reserved. If you would prefer to stay with an NPRC member,
please contact the Helena office ASAP. * Bring written letters
if possible to submit as testimony. '



NORTHERN PLAINS RESOURCE COUNCIL

Field Office Main Office Field Office

Box 858 419 Stapleton Building Box 886

Helena, MT 59624 Billings, MT 59101 Glendive, MT 59330
(406) 4431965 (406) 248-1154 (406) 365-2525

TESTIMONY ON SB 268
Chairman, members of the committee. For the record, I'm
Sue Olson. I farm and ranch near Roundup. I am testifying on

behalf of the Northern Plains Resource Council in support of

SB 268.

SB 268 would allow the immediatew preceding former owner of foreclosed
land the opportunity to redeem any portion of land which the former
owner could afford to redeem as long as the portion redeemed does

does not unreasonably effect the value of the remainder of the property.

Currently, MT law allows a foreclosed land owner one year to redeem

the land for the full amount of the note. The problem with the law

is that it's an all or nothing proposition. If for instance, I was
foreclosed on, its unlikely that I could obtain the capital necessary

to redeem the entire place inside of a year. I might be able to obtain
enough capital to redeem a portion of my place. I could always purchase
another ranch, but I would prefer the opportunity to redeem my own. I

know my land and I'm probably the best person to work it.

Partial recemption is aimed at keeping farm families on their land

and in their communities. This legislation could give many farm
families a base from which to rebuild their operations and their lives.
Without this law, families may be forced to leave their homes and

communities, competing for scarce jobs elsewhere. Partial redemption



would allow these families to remain as viable members of their
communities where they could continue to buy from local businesses,
to attend local churches, to send their children to local schools,

and to pay local taxes which fund essential services.

This legislation will not work for everyone. I want to emphasize that
the ability to redeem a portion of land is totally dependant on access
to capital. If an individual is not able to redeem a portion of land
at the price at which that land was foreclosed, that individual will

not be able to use partial redemption.

I also want to emphasize that an individual cannot redeem a parcel

of land which unreasonably devalues the rest of the property. An
appraiser shall determine the value of the entire property and of

the portion to be redeemed. Additionally, the appraiser shall
determine the depreciating effect that the redeemed portion might

have on the value of the remginder of the property. This valuation
process makes it impossible for an individual to redeem the creek
bottoms and leave the sand dunes. In fact, this valuation process way
benefit the lender. Land is typically foreclosed at the debt against
it and then resold at fair market value. Because SB 268 requires an
individual redeeming a portion of land to redeem the land for the

debt against it, the lender at least recovers his investment on that

portion of land.

Farm and ranch fmailies need this legislation in order to stay on their
land and in their communities.  MT needs this legislation in order to
assist its struggling number one industry. We're currently |osing

20 farms or ranches every week as evidenced by the growing number of

crosses in front of the capitol. MT cannot afford to Jose anymore.

Please support this legislation. Thank you.



Mr. Crairman and Members of the Cammittee, my name is Tom Tully. My
family ranches in the Bull Mts. southeast of Roundup. I'm testifying on behalf

of Northern Plains Resource Council in support of SB 268,

SB 268 would give ranchers and farmers an opportunity to redeem a part of
their operation thus enabling them to stay in business at a reduced level, with
the possibility of later rebuilding“\a ofégﬁgépienﬁa%e already testified as to
the merits of this legislation,

I'd like to address same lenders allegations that re-
form will "dry up credit”. {6ther states that have already passed partial re-
demption and other credit reforms have been confronted with the same assertions
by lenders, particularly the Farm Credit System and insurance canpanies)

Agricultural credit has been increasingly harder to obtain nationwide since
1981 due to a general worsening of agricultural econamics precipitated by poorer
Ag comodity prices, decaying land values, and a shift in emphasis fram equity
lending to cash flow lending. As many of you know, it is much harder now to
project a positive cash flow in farming or ranching than five years ago.

waeslatove

TN Nebraska, Thich last year passed its own Farmstead Protection Act containing
a partiz® redemption provision, recently held a special session at the instiga-
tion of a group of long term lenders. At both the regular session and the special
session, lenders such as Metropolitan Insurance Co. and the Chmsta Federal Land
Bank argued that passage of this particular legislation would "dry up credit",
when in fact both of these lenders had already been in the process of curtailing
agricultural lending for a variety of reasons. The chief reason according to
Metropolitan ws that they wanted to analyse the effects of the new Chapt. 12
barkruptcy law.

Availapility of credit is primarily influenced by profitability in
agriculture. “ltimately, we need to restore profitablity. In the meantime, we
need to do everything we can to stablize the current situation., Partial
redemption is one measure désigned to allow individuals to rebuild their
operations and remain productive me bers of society.

This measure and others which work to keep farmers and ranchers in
business benefit the entire cammmity. The sucess of locally owned and operated
independant banks, for example, is directly dependant on local econamies. Those
banks are dependant to varying degress in making agricultural loans in order to

Jé&“«% profitable.



Passage of partial redemption will be a start in strengthening local
rural econaries. By creating a better business climate at the local level,
local business conditions will improve, which will in turn work to improve
the econarny ¢t Montana. Keeping our existing farms, ranches, banks, and other
related, small, and not- so-small businesses in operation can only be good
econamic sense for the state of Montana,

In conclusion, I would challenge the opponents of partial redemption
and other credit reforms, to :

1) Document long term and short term agricultural lending patterns

over the past 5 years, Al
2) Docurent how proposed credit reforms wouldy'dry up credit"
3) Campare credit availability in states which have passed credit

reforms with states which have not passed these reforms

I strongly urge this camittee to carefully evaluate the benefits
of partial redemption and to pass SB 268 ocut of committee,

Thank you.



50th Legiz.zture LC 564

STATEMENT OF INTENT

5 Bill No. 39|

A statement of intent is required for this bill because
section 18 contains a delegation of authority to allow the
department of agriculture to adopt rul=s for administration of
this act.

It is the intent of the legislature that the state provide
farmers who are threatened with foreclcsure the right to
mediation of their indebtedness. No creditor who is subject to
the provisions of section 3 may initiate a proceeding to enforce
a debt on agricultural property until the farmer has been given
an cpportunity to participate in mediation.

For the purpose of assisting in mediation, the department
shall provide credit analysts and mediators who will have the
responsibilities described in section 6 and 80-13-202. The
department shall by rule provide for compensation of credit
analysts and mediators who provide services under this act. In
accordance with section 17, the depar . :ent shall collect fees to
defr:y the costs of mediation services.

In adopting rules, the department should examine the various
agricultural debt mediation programs established in other states.
In particular, the department should consider the success of debt

mediaticn prcgrams in Minnesota and Iowa.

7040b\c:\eleanor\wp:ee
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50th Legis.ature LC 564

STATEMENT OF INTENT

A statement of intent is required for this bill because
section 18 contains a delegation of authority to allow the
department of agriculture to adopt rules for administration of
this act.

It is the intent of the legislature that the state provide
farmers who are threatened with foreclosure the right to
mediation of their indebtedness. No creditor who is subject to
the provisions of section 3 may initiate a proceeding to enforce
a debt on agricultural property until the farmer has been given
an opportunity to participate in mediation.

For the purpose of assisting in mediation, the department
shall provide credit analysts and mediators who will have the
responsibilities described in section 6 and 80-13-202. The
department shall by rule provide for compensation of credit
analysts and mediators who provide services under this act. In
accordance with section 17, the department shall collect fees to
defray the costs of mediation services.

In adopting rules, the department should examine the various
agricultural debt mediation programs established in other states.
In particular, the department should consider the success of debt

mediation programs in Minnesota and Iowa.

7040b\c:\eleanor\wp:ee
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NORTHERN PLAINS RESOURCE COUNCIL

Field Office Main Office - Field Office -
Box 858 419 Stapleton Building Box 886

Helena, MT 59624 Billings, MT 59101 Glendive, MT 59330 !
(406) 4434965 (406) 248-1154 (406) 365-2525

TESTIMONY ON SB 268
Chairman, members of the committee. For the record, I'm %
Sue Olson. I farm and ranch near Roundup. I am testifying on ¢

behalf of the Northern Plains Resource Council in support of

SB 268.

SB 268 would allow the immediately preceding former owner of foreclosed
land the opportunity to redeem any portion of land which the former
owner could afford to redeem as long as the portion redeemed does §

does not unreasonably effect the value of the remainder of the property.

Currently, MT law allows a foreclosed land owner one year to redeem

the land for the full amount of the note. The problem with the law %
is that it's an all or nothing proposition. If for instance, I was .
foreclosed on, its unlikely that I could obtain the capital necessary [

to redeem the entire place inside of a year. I might be able to obtain

enough capital to redeem a portion of my place. I could always purchase

[ =t

another ranch, but I would prefer the opportunity to redeem my own. I

know my land and I'm probably the best person to work it.

Partial redemption is aimed at keeping farm families on their land

and in their communities. This legislation could give many farm
families a base from which to rebuild their operations and their lives.
Without this law, families may be forced to leave their homes and

communities, competing for scarce jobs elsewhere. Partial redemption



would allow ~=23e families to remain as viable members of their
communities wnere they could continue to buy from local businesses,
to attend local churches, to send their children to local schools,

and to pay local taxes which fund essential services.

This legislation will not work for everyone. I want to emphasize that
the ability to redee. a portion of land is totally dependant on access
to capital. If an individual is not able to redeem a portion of land
at the price at which that land was foreclosed, that individual will

not be able to use partial redemption.

I also want to emphasize that an individual cannot redeem a parcel

of land which unreasonably devalues the rest of the property. An
appraiser shall determine the value of the entire property and of

the purtion to be redeemed. Additionally, the appraiser shall
determine the depreciating effect that the redeemed portion might
have on the value of the remqginder of the property. This valuation
process makes it impossible for an individual to redeem the creek
bottoms and leave the sand dunes. In fact, this valuation process way
benefit the lender. Land is typically foreclosed at the debt against
it and then resold at fair market value. Because SB 268 requires an
individual rede2ming a portion of land to redeem the land for the

debt against 1t, the lender at least recovers his investment on that

portion of land.

Farm and ranch fmailies need this legislation in order to stay on their
land and in their communities. MT needs this legislation in order to
assist its struggling number one indust . We're currently |osing

20 farms or ranches every week as evidenced by the growing number of

crosses in front of the capitol. MT cannot afford to lose anymore.

" Please support this leeislation. Thank vAlt
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Mr. Chairman and Members of the Camittee, my name is Tom Tully, My
family ranches in the Bull Mts. southeast of Roundup., I'm testifying on behalf

of Northern Plains Resource Council in support of SB 268,

SB 268 would give ranchers and farmers an opportunity to redeem a part of
their operation thus enabling them to stay in business at a reduced lewvel, with
the possibility of later rebuilding"&ther ﬁpb;;pg‘e“!:‘af:e already testified as to
the merits of this legislation,

I'd like to address same lenders allegations that re.
form will "dry up credit". @ther states that have already passed partial re-
demption and other credit reforms have been confronted with the same assertions
by lenders, particularly the Farm Credit System and insurance campanies)

Agricultural credit has been increasingly harder to cbtain natiorwide since
1981 due to a gereral worsening of agricultural econamics precipitza“=>d by poorer
Ag camodity prices, decaying land values, and a shift in emphasis from equity
lending to cash flow lending., As many of you know, it is much harder now to
project a positive cash flow in farming or ranching than five years ago.

upslatore ' ‘ )

TN Nebraska, Which last year passed its own Farmstead Protection Act containing
a partial redemption provision, recently held a special session at the instiga-
tion of a group of long term lenders. At both the regular session and the special
session, lenders such as Metropolitan Insurance Co. and the Chrmmha Federal Land
Bank argued that passage of this particular legislation would "dry up credit",
when in fact both of these lenders had already been in the process of curtailing
agricultural lending for a variety of reasons. The chief reason according to
Metropolitan ws that they wanted to analyse the effects of the new Chapt. 12
bankruptcy law.

Availabiiity of credit is primarily influenced by profitability in
agriculture. Ultimately, we need to restore profitablity. In the meantime, we
need to do everything we can to stablize the current situation, Partial
redemption is one measure dgsigned to allow individuals to rebuild their
operations and remain productive me bers of society.

This measure and others which work to keep farmers and ranchers in
business benefit the entire cammmity. The sucess of locally owned and operated
indeperdant banks, for example, is directly dependant on local ecoramies. Those
banks are dependant to varying degress in making agricultural loans in order to

m profitable.



Passage of partial redemption will be a start in strengthening local
rural econanies. By creating a better business climate at the local lewel,
local business conditions will improve, which will in turn work to improve
the econamy of Montana. Keeping our existing farms, ranches, banks, and other
related, small, and not- so-small businesses in operation can only be good
ecorxmic sense for the state of Montana,

In conclusion, I would challenge the opporents of partial redemption
and other credit reforms, to :

1) Docurent long term and short term agricultural lending patterns

over the past 5 years, schvally

2) Document how proposed credit reforms wouldy'dry up credit®

3) Campare credit availability in states which have passed credit

reforms with states which have not passed these reforms

I strorngly urge this camittee to carefully evaluate the benefits
of partial redemption and to pass SB 268 cut of committee,

Thark you.
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TESTIMONY OF JIM MURRY ON SENATE BIUL 268, JOINT HEARING OF THE SENATE AND HOUSE
AGRICULTURE COMMITTEES, FEBRUARY 13/, 1987

The Montana State AFL-CIO supports this bill f9{:EEE!!!EEF;;;;;;;:;;;Ei;!:

/Y{/is morally right and economically prudent.

/It is fair and just to allow farm and ranch families to salvage their

o 4

ho 75 the financial disaster that has descended upon them.

/ VAW” gl

There n? too many homeless and jobless people in our nation already. We

\

have a real unemployment rate that is approaching 14 or 15%. The last thing this
P
nation needs is more people fighting foriscarce jobs. For this reason, we

support partial redemption, in the hopes that it will help keep Montana's farmers
and ranchers in a position that they can return to agriculture as a means of

making a livelihocd and providing for their families.
e e 2N D
— i

{

We urge you to/ ‘pass th}s—1eg¢51at1on Thank you.
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SB 268

Mr. Chairman and Members of the Committee, my name is Mike Sjostrom, Vice President

of Montana Livestock Ag Credit, Inc. I am here to represent MLACL and consequently

the borrowers who are the shareholders of this corporation. I oppose Senate Bill

268 as per the following reasons:

1)

2)

3)

farmer

It can

in effect disect a viable operation so that it is no
an economic or functional unit.

restrict fair trade and credit for the legitimate
and rancher.

potentially harm the very people it proposes to

help, as farmers and ranchers hold the financing to much

of the

real estate in Montana.
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TESTIMONY OF CURTIS HASKINS
FEBRUARY 13, 1987

Medizz ' = 13 the backbone of all negotiations between adversarial
parties. I° : 1 proven, usable tool in labor conflicts, marriage disputes,
environmenti. Jisputes, and many other areas of life.

However, mediation is pointless unless it takes place. In Montana,
under our program of voluntary mediation, hardly any adversarial situations
have been mediated. It is a proven fact that in states where voluntary
mediation takes place, the number of cases mediated is one-tenth (107%)
of the number of cases mediated in states where farmers and creditors have
the right to mediate (from the Center for Rural Affairs, Walthill, Nebraska).

We are frequently asked, '"Why do we need the right to mediate in
Montana?" The reason is pure and simple -- voluntary mediation has been a
failure and the only constructive way to promote debt restructuring is by
giving farmers and creditors the right to call the other party to the table.
Fn-Hinnesota-and-fowas-ctose-to-1876000-medtatton-cases-have-taken—-ptac-

In Minnesota and Iowa, where the right to mediate exists, close to 10,000
cases have been mediated in the past year. In Montana, our voluntary
mediation, implemented last spring, has produced a dozen mediation xm-
gHMEXKEXXARKXBR® cases at best.

Debt restructuring is the only solution dEE the current farm credit
crunch. Farmers are losing their farms, rural communities are losing their
tax bases, . .:. income, and residents who must move to seek better opportuni-
ties, and ves, ~he lenders are losing. In their attempts to grab as much as

yval, t aj .
they can, lsnders are a part of the ruination of the local economy upon
which.they d2pend. This doesn't have to be.

Mediation is a constructive process that benefits the whole community,
and it clearly will not happen unless all parties are given the right to use
it. Which is preferable, a rash of bankruptcies and foreclosures, or a

process through which lenders and producers can work out their differences?
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Box 1176, Helena, Montana

JAMES W. MURRY ZIP CODE 59624
SXECUTIVE SECRETARY 406/442-1708

TESTIMONY OF JIM MURRY ON SENATE BILL 321 BEFORE THE JOINT HEARING OF THE
SENATE AND HOUSE AGRICULTURE COMMITTEES, FEBRUARY 13, 1987

- T D . T S O W e e A AR MR R D M B M N e p D R D N e W m A e R R e D D R W W MR W S R e e M W w ...

Mr. Chairman, my name is Jim Murry and I am here today on behalf of the Montana
State AFL-CIO to testify in support of Senate Bill 321.

We support this bill because:
1. Mediation is fair to both the borrouwer and the lender.

2. It promotes a system that will keep Montana's farmers and ranchers in
business.

3. Settlement through mediation is less costly than litigation.

4, The social costs to the individuals involved in the communities
in which they reside is considerably less when farmers and creditors resolve
problems before a crisis occurs.

Montana is facing a financial crisis. The depression in our state is not just
affecting one or two segments of our economy. 1t has encompassed the entire
economy.

Every basic industry (agriculture, minerals, timber, oil and gas) in our state is
in a decli~e if not in an outright depression. The result of our depressed
natural wedlth industries is the budget deficit, high unemployment, the loss of
population and tax base.

Qur economic problems and those of the other 30 states in this nation that are in
the midst of a depression have been caused by the failed economic agriculture and
trade policies of our national administration. Montana's economic problems have
not been caused -y the leaders or the people of our state.

However, the fact that our problems originate outside of Montana in no way lessens
your responsibility as the elected leaders of our state to recognize these
problems while doing everything possible to minimize the negative impact.

Senate Bill 321 is one positive step that you can take to help resolve the

problems facing agriculture here in Montana. It will not provide solutions to all
of Montana's economic problems, but it is a start.

PRINTED ON UNION MADE PAPER @ 4



Senate Bill 321 -2- February 13, 1987

The Montana State AFL-CIO has a long history of working with farm groups for
social and economic justice for all Montanans. And, that is why we are here
tonight.

When the economy 2f our country turns sour everyone has to accept responsibility
and everyone has to work together to find solutions to the problems. It is a
common occurrence today for a company that is having financial trouble to go to
its workers and ask them to share the cost of making the company viable again.

American workers are facing reduced wages, reduced hours and reduced benefits.
That hurts, but we still do it because we know it must be done to put the economy
of this country back on track again.

Right to mediation asks the lending institutions that service agriculture to do
the same thing. [t asks them to work with the borrower to find solutions that are
acceptable to both parties invalved. It asks the lending institution to share in
the responsibility for putting Montana agriculture back on the track.

We hope you agree with our position and support this bill. Thank you.
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MEMORAONDUM

§ TO: MPA Farm Leadership e

FM: JimFleischmann R L~ .
RE: "Right To Mediate'" Programs, LA and MN : "’,1j;1 g_‘._‘pﬁ
December lO, 1986 A AT .

a2

I thought <-it it would be helpful if I circulated my notes from my phone
conversations .ast week with personnel from the Iowa and Minnesota mediation
programs. [ spoke with Kathy Mangum from Minnesota. She is an Extension
Specialist and is the Coordinator of the Minnesota Farm Credit Mediation
Program; and with Mike Thompson, who is the Executive Director of the Iowa
Farmer-Creditor Mediation Service.

Kathy Mangum /V\ﬁ pﬁ,‘M:{:’) { ehas Y Herose. 7é/bm, p‘ulf/?]&.éd(z&%}égjwt«

Said _thag MN has "cight to" and voluntary as a part of their '83 Farm
Bidmnd o Q07 of their mediation has come in under Srighft.go'. o

As of Nov. 25th, MN had 2,966 mediation cases and had settled 1,100

Remainder of cases (unsettled) is either settled without a formal mediation
agreement or still in process.

Slaegyen without sectlement,—their experience is cthat the parties

contipn
KM cited numerous benetfits of the program:

(“\

\ -- positive impact on communities. Farmers & community in general
~< see that all alternatives are being explored.
) -- positive impact on Extension Services. A lot more farmers, in
’ order to prepare tfor mediation, are coming in to use the services that

\ Extension provides und becoming exposed to Extension.
-- farmers are learning nev communications und firancial skills.

Said that prior to "ripght to mediate', the Farm Credit Services and Fmha
MeLeJusL 0O cuming to_the Cable” with fagmers. Now they are.  —0
rSETH'chac she believes. thdt yom—hnva-td‘hav*‘n"dckethZTTZTU sSystem o
dgllvery to make mediatlion work, and that Extension bervxgea, WLEh U[ELLGS !
across the state provxdes _Such a network for- people to- -get into- medmatgon .
Tin. contrast to Montana whare the Depf“nf Ag runs~the pf\*rar and has one-

e "

Said that the Lcndlnb community has gradually grown to accept medlatlion

Y and that the naJorLcy of mediation requests are made by lenders.
'\ a——— . —

Michael Th S0t v g b i es
tchael Thompson f/'\j/u e, e %&&(/W ﬁwwm;&b(”///"ﬂ“lum“”“ -

, ®

Said thut lzicvrs have gone gradually from "active distaste to grudgloyg
acceptance to support” for the LA mediation program.

Didu't huve owuct tigures on number of mediation requests dand setclements
reached, but -::1 they've had 4,000+ requests; that 3UZ of those cu-=s didn't
g0 to mediaticn cecause fdeL[S let the deadline for providing pape.~ork ex-
pire, they've g:ven up/they're meobxlxzed or they've already settled; and that

of the remaining 7U%, 50%-55% reached agreements.

_édxd—that\gredLngi_dre now_saying that "they're making deals that they
aever imagined-they could make" :
Said_thatr_"they (lenders) never do it (mediate) when it's voluntury"

Said that a Furm Credit Services spokesman said "iIt's workiug' meaning
IA's mandatory mediation program.
Sdid that credit drying up because of mediation is a bogus issue.

(over)
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.{i fhe fowa breakdown is as follows:

- 4,000 mediation requests
- 307 of those have not gone to mediation because:
* farmers are gone/uo help ossible
* farmers are immobilized, i.e., they're so depressed
and down they can't get it together
* farmers and lenders work out a deal prior to mediution
- of the remaining 70%, 507-557 reach mediation agreements

Thompson said that he believes that it is much easier to promote voluntary.
mediation when you have mandatory in place, than it is to have voluntary and
then move to mandatory/right to mediate.

Conclusions

Both people I talked to said that gthe yeal value of their mandatory pro-
grams is thut both legders and farmers are making informed, coustructive
declsions based on_the fact that rhey talk, share their positions, and try to
I Fats el 1 : proynd, and that thils process would clearly not happen un-
lEES parties arce forced to_get together. They also both said that 1t is clearly
appropriate for some farmers to go out of business, and that when mediation
Fesults in liquidation, liquidation results from a_constructrive dTatOgue ff@y

(yh;gﬁagﬂger, resentment, conflict, ¢ctc. ure re cd, as oppos to_Lie
_dg;;xgEELve feelings that result from foreclosure/forced liquidatiopn.

mp—

They also both stated clearly that any process which forces parties to
confront difficult decisions (for the farmer, the decision to liquidate; for
the lender, the decision to restructure) is going to meet with opposition,

and that the reason that lenders oppose right to mediation is that without ic,/
A they hold all the cards and are not forced to consider alternatives to foreffi
\\\~S}osure. ‘ *_‘__; /

—

Finally, the figures speak for themselves. In states where the righc to
mediate farm dept is being restructured. In Montana, $350,000 purchased 24
mediation requests, 2 of those were "successfully settled" (according to
Keith Kelly), but resulted in liquidation.

Miscellancous

In Montanu, wediation is run by the Dept. of Ag. 1In Minnesota, the pro-
gram is run by Extension Secvices up until the point where the actual-med-
iation occurs, and then a trained medigtor takes over. In Towa, the program
is run by a non-profit organization.

We need to think about what we want to propose to the legislature this
coming session. They've alrcady shown that they don't want a non-profit run-
ning the program (MT Assuc. of Churches). I have had conversations with the
Director of Montana's Extension Scrvices and he seems interested in the possi-
bility of their running the program, but worried about their need to remuin
on good terms with Kelly/Dept. of Ag, aad Schwinden.

The bottom line for us seems to be that the most important aspcct of the
program is not who runs it, but rathec that farmers have the rvight to use
the program.

l.'



Are Lenders Better Off?

. Yes No Undecided
’ Farmers in

-~ Mediation(n=62) - 58% 11% 31%
Mediators (n=277) 54% 17% 29%
Agents (n=84) 39% 23% 38%
Farmers not in

Mediation(n=118) - 35% 20% 45%

Lenders (n=109) 12%° 54% 34%

Q18. How did mediation improve the situation of lenders?

A. According to some respondents the lenders situation is better in two
ways. Lenders were perceived by some as gaining financially through
resolution and by improved communication with farmers.

Farmers Lenders Mediators Agents " Farmers
in not in
Mediation : . Mediation
n=18 n=11 n=104 n=29 n=33
Financial
Benefit/ 12 --- 77 : 13 14
Resolution
B;etter ’
Communications 10 10 - 44 16 22

Description of Benefits to Lenders

Financial Benefit/Resolution. The financial benefit to lenders of the
FCMP was viewed in several different ways. Most frequently "deals"
however they were structured, were perceived as more advantageous
financially than foreclosure. Meeting with all creditors of a farmer
was also viewed as allowing the lender to assess his position more
intelligently. Some suggested that mediation saves financial
institutions litigation costs. A long term benefit of mediation for
lenders, according to some respondents, will be improved lending
policies.

Some creditors, without an avenue for mediation, would not
be making the effort to restructure and in the long run
would be hurting themselves financially even more. (Mediator)

21
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The creditors can make offers to each other to help the farmer.
They can be assured if they are willing to make concessions, the
~ others know about it and are challenged to follow. (Mediator)

Legal costs of foreclosure and saturation of the market of all
these properties would lower their value and in the end would
cause lenders to take a greater loss. (Mediator)

In the future, regardless of land prices, gov't farm policies and
politics, they will be more cautious about their lending programs.
The mediation program centralizes their problem with the debtor
and they will be better informed and able to cope with this in the
future. (Mediator)

Creditors are better off if they compromise rather than liquidate
the whole farm. Liquidation produces huge loss to creditors
immediately while a compromise will produce moderate loss for
creditors provided it is close on a very conservative cash flow
plan. (Farmer in mediation)

Better Communication. Free flow of information and reopened channels of
communication with the farmer and other creditors were identified as
benefits to lenders. Structured opportunities to communicate were
perceived as helpful in improving the relationship between lenders and
farmers.

It seems to keep a better relationship with the farmer. (Lender)

All creditors are able to analyze standardized information;
communication is improved. (Lender)

" The creditors are able to establish a line of communication
with the debtor. Creditors can also establish contact with
each other to learn about their respective positions and
attitudes. The mediation environment can encourage the free
flow of information which, again, will provide the best oppor-
tunity they have for avoiding legal actions. (Mediator)

In cases where communication had broken down mediation helped
force the issue and put negotiations on a time table. (Agent)

S

Q19. What were the benefits of Farm Credit Mediation to the community?

e —

A. Diffused anger and potential community leadership. The mediation
program has involved considerable human and financial resources. It

will be a number of years before anyone can accurately determine to what
extent and in what ways the program has been successful in resolving
farm debt. In addition to the desired outcomes of the program many
unintended benefits may be realized although hard to define until
considerable time has passed.
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2 NORTHERN PLAINS RESOURCE COUNCIL

Field Office Main Office Field Office

Box 858 419 Stapleton Building Box 886

Helena, MT 59624 Billings, MT 59101 Glendive, MT 59330
(406) 4434965 (406) 248-1154 (406) 365-2525

CHAIRMAN, MEMBERS OF THE JOINT COMMITTEE, MY NAME IS
JERRY SCHILLINGER, I FARM NORTH OF CIRCLE, I AM
TESTIFYING ON BEHALF OF THE NORTHERN PLAINS RESOURCE
COUNCIL IN SUPPORT OF SB321., THANK YOU FOR HOLDING
THIS HEARING ON A FRIDAY EVENING,

THE RURAL ECONOMIC CRISIS IS CAUSING HUNDREDS OF
FORECLOSURES AND BANKRUPTCIES ACROSS THE U,S.: A MID-
YEAR SURVEY CONDUCTED BY THE AMERICAN BANKING ASSOCIATION
FOUND THAT TWENTY FARMS AND RANCHES ARE LOST EACH WEEK

IN MONTANA ALONE, EACH FARM LOST RESULTS IN LOST JOBS

AND LOST INCOME IN RURZL CCMMUNITIZS, THIS HAS LED TO
CLOSURES OF MAIN STREET BUSINESSES, SCHOOLS AND CHURCHES,
IN THE PAST WEEK SEVERAL EMPLOYEES OF OUR LOCAL TELEPHONE
COOPERATIVE, MID~RIVERS INC.,, WERE DISMISSED ~« THE DIRECT
RESULT OF A CONTINUING CONTRACTION IN THE NUMBERS OF
THEIR SUBSCRIBERS, LET THERE BE NO DOUBT: AS THE FAMILY
FARMERS' FORTUNES GO, SO WILL GO THOSE OF ALL MONTANA,

WE DON'T HAVE TO STAND BY AND LET THIS TREND CONTINUE.
IT IS TIME TO LOOK AFTER THE BACKBONE OF THE MONTANA
zCONOMY -~ FAMILY FARMS AND RANCHES,

MAXY FARMERS AND RANCHERS COULD STAY ON THE LAND IF
THEIR DEBT LOADS WERE RESTRUCTURED PRIOR TO BANKRUPTCY
OR FORECLOSURE, GIVING TROUBLED BORROWERS THE RIGHT TO
MEDIATION ALLOWS THEM AN OPPORTUNITY TO WORK OUT SUCH
AN ARRANGEMENT, WITH A MEDIATOR PRESENT TO HELP SMOOTH
THE STRAINED BORROWER-LENDER RELATIONS SO COMMON WITH



(2)

FAMILY-FARM DEBT PROBLEMS.

UNDER THIS BILL THE MEDIATION PROCESS COULD BE REQUESTED
BY THE BORROWER OR THE LENDER. THE MEDIATOR MAY ADVISE,
COUNSEL AND ASSIST THE PARTIES ON WAYS TCO COME TO aXN
AGREEMENT, BUT CAN NOT TELL THEM HOW TO CONDUCT TEEIR
BUSINESS OR PERSCNAL AFFAIRS. BORROWERS MUST PRCVIDE

A FINANCIAL STATEMENT AND FULL INFORMATION ABOUT THE
DEBT IN LCISPUTE. LENDERS MUST ZTTEND ONE SESSION BEFQRE
PROCEEDING WITH FORECLOSURE. BOTH PARTIES MUST NEGOTIATE
IN GOOD FAITH. IF BOTE PARTIES REACH AGREEMENT, THEY MAY
WRITE UP THE AGREEMENT AS A BINDING CONTRACT, IF AFTER
ONE OR MORE SESSIONS EITHER PARTY BELIEVES THAT FURTHER
DISCUSSION WQOULD BE FUTILE, MEDIATION IS ENDED AND THE

LENDER MAY BECIN FCRECLCOSURE FROCEIIZINGS.

NO ONE BENEFITS FROM FORECLOSURE OR BANKRUPTCY, INCLUDING

LENDERS. MEDIATION HELPS WORK OUT SOLUTIONS THAT PAY

BACK LENDERS WHAT THEY WOULD GET THROUGH FORECLOSURE OR

FORCED LIQUIDATION, BUT WITHOUT THE TIME AND LEGAL
EXPENSES INVOLVED. THE RIGHT TO MEDIATION WOULD NOT

AFFECT A LENDERS RIGHT TO COLLECT PEBT THROUGH FORECLOSURE -
IT SIMPLY STATES THAT LENDERS WOULD HAVE TO SIT DOWN

TC IYNE MEETING WITH THE BORROWER AND A MEDIATOR BEFORE
FORZCLOSING. THIS IS NOT ARBITRATION: NO SETTLEMENT
COULD BE IMPOSED WITHOUT THE CONSENT OF BOTH THE LENDER
~ND THE BORROWER. LENDERS ARE NOT OBLIGATED TO ACCEPT

ANY PARTICULAR LOAN RESTRUCTURING PROPOSAL -~ ONLY TO
LISTEN TO SUCH PROPOSALS.

STATES WHICH ALREADY HAVE RIGHT TO MEDIATION LAWS INCLUDE
IOWA AND MINNESOTA. IN LESS THAN A YEAR, IOWA MEDIATORS
HAVE STARTED MEDIATION WITH THOUSANDS OF FARMERS AND
THEIR LENDERS; ABOUT TWO-THIRDS OF THE CASES IN MEDIATION



HAVE RESULTED IN AGREEMENTS BETWEEN BORROWER AND
LENDER. MINNESQOTA'S PROGRAM HAS ALSO INITIATED
THOUSANDS OF MEDIATION SESSIONS, WITH SIMILAR SUCCESS.
IN IOWA THE INDEPENDENT BANKERS SUPPORTED RIGHT TO
MEDIATION. THE FARM CREDIT SERVICES' OMAHA DIVISION
ALSO SUPPCORTS RIGHT TO MEDIATION.

TO THOSE WHO WOULD SAY THAT THIS BILL WOULD "DRY UpP"
CREDIT, WE CEALLEINGE YOU TC PCINT OUT WHICH LANGUAGE
IN THE BILL WOULD RESULT IN DRIED UP CREDIT, AND WHY,
WE'RE TIRED OF EMPTY ARGUMENTS AGAINST LEGISLATION
WHICH WOULD HELP FAMILY FARMERS AS WELL AS RURAL BANKS
AND BUSINESSES. LONG TERM AG CREDIT HAS BEEN HARD TO
OBTAIN SINCE 1981. ONLY BY KEEPING FAMILY FARMERS ON
TEL LAND AND BY RESTORING SOME SEMN3LANCE CF STABILITY
TO AGRICULTURE CAN WE IMPROVE THE AG CREDIT SITUATION
AND BEGIN TO REBUILD A CRUMBLING RURAL ECONOMY,

IN CLOSING, THE NORTHERN PLAINS RESOURCE COUNCIL
STRONGLY URGES YOU TO VOTE IN FAVOR OF SB321, RIGHT

TO MEDIATION. PASSAGE OF THIS BILL WOULD SEND A SIGNAL
TO MONTANA'S FAMILY FARMERS AND RANCHERS THAT THIS
LEGISLATURE IS SERIOUS ABOUT TURNING AROUND THE

RURAL CRISIS. THANK YOU.
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TESTIMONY

Mary Lou Helken

Rural Ministries Coordinator
Rocky Mountain College

Tyler Hall - 1511 Poly Drive
Billings, MT 59102

[ am Mary Lou Heiken, the Rural Ministries Coordinator for the Montana
Association of Churches. o7 c»nr jfLavzﬁnjcélkz
in support of Senate Bill 321. //

< support mediation because:
1. Both the lender and borrower are losers in a foreclosure.

2. Inventoried foreclose land that is put on the market by
lendors usually decrease the market value of the surround-
ing real estate. This decreases the equity value of all
the farmers in that particular area. In many cases it puts
the debt to equity ratio in a negative position.

3. Mediation can open communication between the lender and the
borrower. They can begin to listen to each other and be
more objective.

4. ¥=:iation can be a useful tool to the restructure of loans.
T2 restructure loans is probably the most productive way to
orotect the lenders investment and to keep the borrower on
the land.

5. Agriculture is the #1 industry in Montana. If you save
agriculture, hundreds of small businesses and many rural
communities will survive.
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, MontanaGatholicConference

February 13, 1987

MEMBERS OF THE HOUSE AND SENATE AGRICULTURAL COMMITTEES:

| am John Ortwein representing the Montana Catholic
Conference. The Catholic Conference serves as the liaison
between the two Roman Catholic Bishops of the State in matters
of public policy.

In the recently released U.S. Bishops' Pastoral letter
on the Economy the Bishops stress their concern for preservation
of the family farm. They state that losing any job is painful,
but losing one's farm and having to leave the land can be
tragic. It often means the sacrifice of the family heritage
and a way of life.

There has been a frustration by farmers and loaning
institutions alike in the last several years. That frustration
is the result of having little success in having the other
party sit down and discuss ways to resolve financial disputes.

It would seem to us that passage of S.B. 321 would help
in giving the two parties involved in the economic emergency

a practical mediation process to help in resolving the differences
between them.

We would urge you to vote ''yes'' on S.B. 321.
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*\Mr. Chairman and Members of the Committee, my name is Mike Sjostrom, Vice President
>f Montana Livestock Ag Credit, Inc. I am here to represent MLACI and consequently
- :

the borrowers who are the shareholders of the corporation. I oppose Senate Bill

w2l @s per the following reasons:

- 1) Voluntary mediation is already available, and of the requests

for mediation that were turned down, approximately 85% were

-
declined by borrowers. One of the problems we have seen
, with voluntary mediation is lack of a time framer(eﬂpiJ"NH
2) The right to mandatory mediation will increase the cost of
- doing business, resulting in increased interest to legitimate
farmers and ranchers.
& .
3) It will make availability of agricultural funds more limited,
as it continues to add more expense and risk to financing
-
the most marginal producers.
- 4) Wz nust not legislate away the problems of a few onto the
12xs of the rest of the industry.
-
-
[
N
-
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