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MINUTES OF THE MEETING
AGRICULTURE, LIVESTOCK & IRRIGATION COMMITTEE
S50TH LEGISLATIVE SESSION
HOUSE OF REPRESENTATIVES

March 13, 1987
Representative Duane W. Compton, Chairman, called this
meeting to order at 1:00 p.m. in Room 317 of the Capitol.

ROLL CALL

All committee members were present, except Rep. Harriet
Hayne. Tom Gomez, Researcher, was present.

Bills to be heard today were SB 142 and SB 321,

SENATE BILL 142

Senator Cecil VWeeding, Senate District 14, chief sponsor of
SB 142, said this is the 'Right of First Refusal’' bill. SB
142 is an Act to give the immediately preceding owner of
foreclosed agricultural land the right to purchase or lease
such land by meeting the terms and conditions of the highest
offer made to purchase or lease such land; and provides an
immediate effective date.

It is an opportunity for the preceding owner to come back in
under certain conditions and meet an offer made to a third
party or that another party makes to foreclosed land that is
acceptable to that foreclosure. It doesn't give that former
owner any rights to a diminished value or price. It doesn’t
require the mortgage forecloser to offer anything different
to anyone else. Most of the burden is on the judgment debtor,
the preceding owner who must claim this right. He must
exercise this right, it must be filed, he must notify
creditors that he will exert this right, and finally he must
file that on record and provide the names and addresses of
the people who are eligible to exert that right, so that it
is easily determined and not scmething floating around that
comes as a surprise to somebody.

This is an emerging concept - the states of Iowa, Minnesota,
Colorado and Nebraska have adopted it. SB 142 is somewhat of
a composite of those acts. This 1s in response to the crisis
in agriculture and an attempt to keep some pecople on the farm
and in rural communities. Farmers are a lot of times victims
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of the -~:i1mes and circumstances. The more progressive people

are the cnes who are caught up in this. Thev expanded or
bought =2quipment at the wrong time and this gives fthem one
final opportunitv o redeem themselves within one vear
throuzn ©a= right of redemption. It does acknowledge that
farm pecple, farm land, farm business are somewhaf uniqgue.
Many of tThose people have been on their places four or five
generations. Thev are the backbone of their communities and
if this would helip preserve even some of them, it is
warthwnile.

This 13 2 new concept and this act received a long, extensive
hearing in the Senate. Both sides were well debated. It was
unfortunate scheduiing that prevented 5B 142 from being heard
at the same time as SB 263 and SB 321.

He offered testimonv from LylLe Quick, County Commissioner,
who feels passage of SE 142 will offer a small ray of hope
Ior thaose who have none. See EXHIBIT #1.

Although the bill was extensively amended in Senate action,
and the languaze changed throughout, the substance of the
bill has not been changed. The filing redguirement was added
in Secticn 5. Section 1 defines agricultural land; and
includes the nolder of foreclosed ag land and essentially
inciudes commercial lenders, instituticns, insurance
companies, mortgzage companies, and federal land bank and the
FHA, but not private contracts. Section 2 1s where the
requirement is made that the holder of foreclosed land sxtend
the offer to the former owner to repurchase or lease at terms
they are purporting to offer to a third partyv. It is two-
part: reguires a lease offer to be made each ftime a lease is
renegotiated. But the first time he failz fo meet the lease
offer, he has no right to come back. The purchase offer is a
one time oifer only. The former owner must meet the first
pona rfids ocifer made or his rights are forever extinguished.

Zecticn I <ontains ftime limits for leasing or purchasing the
foreclosed land. Section 4 contains the requirement that a
notice by the preceding owner with any changes of address
that r=suit over time, and designates and provides transfer
authoritv. The foreclosing creditor has an obligation under
section 4 to advise the debtor at the time of foreclosure
that this risht does exist and the time frames in which he
must act to preserve this right. Section % requires recording
of that intent with the clerk & recorder within three days of
the time fthat a response is made to the offer, so it is there
for all to see. If it is not there within three days, the
former owner has forfeited his right. He must release the
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filinz at the expiration of whatever ftime perinds are
involved -r that he has failed to meet an offer and the right

is veoid,
PROPCONENTS
LYLE QUICK, See EXHIBIT #1.

TERRY CARMCDY, Montana Farmers Union, asked how can anybody
vote against giving somebodv a second chance. He hoped SB 142
would be concurred in.

JOYCE JANACARO, MACO Agriculfture Committee, supports SB 142
on the basis of fairness for both the immediately preceding
owner and the holder of foreclosed land. EXHIBIT #1A.

MARY KEE, ERounduo, MT. Montana Pecople's Action, said she and
her huspand ne2di the opportunity to redeem their ranch. They
need support for SB 142. EXHIBIT #1B.

\CRre]

MIGNON WATERMAN, Montana Association of Churches, supports
puiblic policies at the state level that help preserve family
farms and the vitality of rural communifies. EXHIBIT #2.

JOHN CRTWEIN, Montana Catholic Conferenc2, supports SBE 142
pecause it offers Montana farmers an oprwortunity to continue
in farming. EXHIBIT #2A.

JO ANN FORSNEES, WIFE, supports SE 142 as originally written.
EXHIBIT #ZE.

MONTE MLEKUSH. farms south of Winnett, testifie

the Northern Plains Resource Council. Thev feel we are
obligated to protect our agricultural heritage. Scome claim
this legislation will drv up credit, but no lender should
lend =2 anv business that is not viable. Without
profitanilifty to agriculture, fthere will be continued
restriction of ag credit. Some way ag families must be kept
in their communities as taxpaying contributors. He urged
support of SB 14z, EXHIBIT #3.

BUTITCYNE MATHIAS, a licensed real estate broker in Wyoming and
Montana, supports SB 142. The Right of First Refusal as it is
defined is an opportunity for a party to match a bona fide
offer. These people must meet all components of an offer, not
just one or two., Sometimes there is confusion between the
Right of First Refusal and an option. An option already has

value established. The 15 davs to nmeet a lease offer and the
60 days to meet a purchase offer are not excessive in any
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way. This is not uncommon in the real estate industry. The
right of first refusal could simply become a way of doing
business. All real estate brokers and representatives of

lenders would just disclose that the Right of First Refusal
iz on this particular piece of land, and in most cases that
the purchasers are qualified and they are bona fide buyers.
They will still stay interested.

This does not need to be heavy on administration. The right
of redemption 1is not recarded - it is just the law, and this
could be done fthe same way in this bill. It is not necessary
to file a right of redemption because it is already in the
law. If there are problems with clearing where the title
could possibly be encumbered, this could be extinguished with
filing of an affidavit, so if there is concern about files or
encumbrances on the title, there are already things in place
that deal with this.

The Right of First Refusal is just assurance that the
dispossessed farmers and ranchers of Montana are having the
same chance as the rest of the world. They have put much of
their life into this land and they should be just as eligible
for a writedown, a writeoff as anybodv else in the world, and
at this point they are not. If wealthy cut-of-state people
come in and buy up foreclosed Montana land, it is being
placed in the wrong hands.

RICHARD SIDWELL, Sidwell Land and Cattle Company, Columbus,
MT, is a real estate broker, and also ranches and has ranched
in Montana his entire life. The last seven years he has spent
in the real estate business. He strongly supports SB 142. It
iz a way to stabilize the value of agriculture land. Usually
the borrower has worked to improve the property and make it
worth more than when the mortgage was made although in
today's times it is hard to see that. If someone is allowed
to come in and bid substantially less and the lender takes
that orfZer, the borrower is not able to protect his
investment. This is just another way for him to protect his
investment in time and give him an opportunity to have a
second caance back on his farm or ranch. There isn't anything
wrong with that. As far as the real estate business goes, it
is hard =nough for brokers to get a repossessed property from
a banxer to sell anyway, and bankers are not the best of
salesmen.

DON JUDGE, AFL-CIO, supports SB 142 because farmers,
ranchers, and workers of Montana have a common heritage of a
strong work ethic, believe in social and economic fairness,
and in the protection of the rights of the individual., See
his testimony, EXHIBIT #4.
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EXHIBITS #4A-4M - Because of a time crunch the committee had
with tne House going into session shortly, there were many
who did nof have the opportunity to testify orally. They
presented the attached testimonies. Also see the Visitors'
Register for others who were in attendance and support SB
142,

OFPONENTS

GEORGE BENNETT. attorney from Helena, MT, representing the
Montana Bankers Association, opposes SB 142. This bill will
worg to the disadvantage of communities generally. See his
lengthy testimony EXHIBIT #5. He does not think the many
flaws can be remedied by amendment. Our present mortgage laws
and the free marketplace should be allowed to operate.

ELROY FLETCHER, representing the 12th Farm Credit District of
Spokane, Washington, stated their basic practice is to lease
property back to the immediately preceding owner of land
obtained through deeds in lieu of foreclosure or foreclosure
action, unless there is a situation where the previous owner
had not been properly maintaining the property and/or has
been seriously uncooperative. They do not oppose SB 142, but
it does create signigicant impediments to the lease or sale
of such acquired property. See his testimony, EXHIBIT #6.

ROEBERT N. HELDING, appearing on behalf of the Montana
Association of Realtors, was ianstructed by ftThe Association

to let people know they are cognizant of the critical
problems facing Montana’'s agricultural community. They cppose
SE 142 for reasons stated on their EXHIBIT #7. Montana
Realtors recommends a Do Not Pass on SB l4:z2.

TIM GILL, President of Montana Livesteock Ag Credilt, said
they finance only agriculture loans, and they feel SB 142 is
a discriminatory bill. They are concerned for the
availaobiiity of ag credit to all of the people who barrow.
They haven't had a foreclosure for years. Their organization
does not loan for profit, but to support the 200 borrowers to
whom they loan. See his ftestimony, EXHIBIT #8.

REN SULZERG, Montana Land and Title Asscciation, opposes SB
2 because it raises a lot more questions than it offers
answers, and they strongly believe that they would not have
an insurable title to land if the Right of First Refusal were
to be adopted. This »ill raises a lot of problems with ftifle
forecliosures.

Lo
4

1
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WARREN =233, Chinook, Ross 3-7 Ranch, Inc., opposes Sk .42,
saying -2rms of a contract should not be changed. Most
lenders will try to work out a viable plan. There is no lack
of available funds., but lenders are not sure they will be
able to get their money back. See his testimony EXHIEIT #8A.

CARCL MOSHER, Montana CattleWomen, 13 opposed to SB 142
because of the adverse erffects that it could have on the
agricultural borrcwer who is struggling to obtain operating
funds. See her testimony, EXHIBIT #0.

LYLE MANLEY, Deparfment of State Lands, said they are not
opposed to SB 14z, but are uncertain as to its effect aon the
leasing of scheool trust lands, and may place the leasehold in
a tenuous position. The DSL offered an amendment, copy of
which is attached, exempting school trust lands. See EXHIBIT
#10.

QUESTIONS (OR DISCUSSION> FROM THE COMMIMTTEE

kep. Cody asked how the secondarv mortgage market in the four
states that have the right of first refusal has affected the

banking industry. Bill Johnson. President of Montana Bankers,
thought fthe secondary market will dry up.

Rep. Rapp—-Svrcek asked if the right of first refusal is a
normal thing. Ms. Mathias said that is used in general
practice in the real estate business at the present time. It
is a trade tool. [t does not hinder ftheir sales. People know
that right is there.

Rep. Rapp-Svrcek asked 1if a bank would control if they
foreclozed? Mr. Bennett said over fime things change. After
five or more vears the title might have to go through a gquiet
title action to clear it. A bank bids in a piece of land to
protect tTheir money, and they want to dispose of it as
gquickly a=s ncossible. This bill would mandate the bank to deal
witn =Thke Iormer owner no matter whether he were credit worthy
or a good aperator or not. Under the law 20 acres is
considered agricultural land if it is not used for industrial
or commercial purposes.

Rep. wiacometfto said this would be a match offer? Mr.
Bennett =zaid on page 8, line 2 the hill savs make a good
offer To The Icrmer cwner and on the same terms and

conditions. Ms. Mathias said the guestion in general here is
the writeofir. The banks are willing to take a loss, but they
are not willing fo take the loss from the man who lost the
land to them.
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Rep. lcorne’ asked why the bill dces not apply fTo ali i=2nders.
Zen. wWz=iinz stated it 1s non discriminatory because the
caarters oI credit unions and savings and leoans prohibit fthen

from =nzaging in ag land loans. The contracts of deeds are
not cammercial. Theirs is two-party and if [ default the
person selling it gets his property back. With a lender it is

a three-party loan. The Z0-acre thing is being addressed this
Time.

Rep. Cody asked about the 60-day timeframe. Zen. WVeeding said
60 days i=s a typical timeframe.

Rep. Patterson said different lenders have different means of
dealing with foreclosing land. Land Eanks and PCAs have
certain guldelines they have fto follow. This type of bill
might bring banks more in line. Mr. Eennett didn’'t believe
that would be the effect of the bill. Rep. Patterson asked if
the bottom line of banks is to redeem your money. Mr.

Bennett said they are under the control of the court,
Generally the parties who can redeem are named. Right of
redemptions are rejected. Rep. Patterson asked who received
that pavment. Mr. Fennett said if the bank bids that property
in, the pavment is made ta the bank. [If someone else bids it
in, or a second or third mortgage lende:r, the payment would
go to the bank. The holder of the second mortgage has the
right to redeem as does the third mortgagor. He had no
amendments and feels the ftotal bill is unworkable.

Rep. EBachini asked if the new Chapter 12 would have anything
to do with This now. Mr. Bennett stated Chapter 12 is a
reorganization type of bankruptcy on lands that may have been
used as collateral. It sets the debft based on the value of
the land and not the amount of the loan. There are those who
feel it may bpbe betfer to let the property go into bankruptcy
and then go back in and buy it at a lower price.

Rep. Codv z2sked what is being added timewise by this bill.
Sen. Weeding said yvou have one vear's right to redeem after
forecigsure. This adds five years from the date of
foreclosure, but i1t has seven in it at this time.

Rep. <orn2' remarked this is talking about the right of
redemption based on the full indebtedness. Right of refusal
wouldn't necessarily be on the full amount.

Senator Weeding closed. Most of the ag land is held by the

federal farm home (FHA) and the PCAs. Commercial banks hold
10% and 10% is held by insurance companies: 25% is held by

private people. The FHA has the right of first refusal
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written into their law now. It is the intent of Congress that
the Faderal Farm Credit System have the right of first
retusal. S8 142 would just be putting into Montana codes what
the intent of Congress is. The other 10% don't have a whole
lot of real estate in their portfolios; they have sent them
to the FHA for poocrer loans.

Fepresentative Compton stated SE 142 would be put into a
subcommittee.

SENATE BiLL 321

Senator Greg Jergeson, Senate District #8, remarked this bill
had been heard by a joint Senafte and House Committee. This is
an Act providing for mediation of agricultural indebtedness,
authorizing the Department of Agriculture to provide
mediation services; amending 80-13-102, and section 15,
Chapter 9, special laws of March 1986; and providing an
effective date and a termination date. As writften it provided
for the mandatory right to mediation. Senate amendments
changed the right to voluntary mediation and that would
gupport a mediation process of some kind that is being
discussed with this bill. There are two different versions
of the supporters of this bill.

FROPONENTS

JO ERUNNER, speaking for tThe Montana Ag Coalition, said thevy
have met several times on this bill and have met with other
agriculture interests. It was decided to support certain
portions or SB 321 concerning the mediation process. See her
testimony, EXHIBIT #11.

DON JUDGE, Montana State AFL-CIO, supports SB 321. Mediation
is fair, is less costly than litigation. We must have a
viable agriculture industry as a basis for other industries.
Mcntana's economic problems are caused by actions from
Washington, D.C. See his testimony, EXHIBIT #12.

PHILIP E. JOHNSON, Director of the MBA, supports SB 321 with
voluntary mediation only. See his testimony, EXHIBIT #1.

ROBBIE GREEN, rancher, testified on behalrf of the Northern
Plains Resource Council in support of SBE 321. He would rather
have mandatory mediation than voluntary mediation. See his
testimony, EXHIBIT #14.

ROY PATTE, farmer from Ryegate, MT and President of Montana
‘People's Action, entered several documents, EXHIBITS #15. He

says mediation is working well in other states and should
work in Montana.
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JIM FLZISCHMANN, MBA, left information about agriculture
lending vractices bv 12 banks, see EXHIBIT #16. Banks
restructured more non-agricultural loans than agricultural

locans in 1385-86. Their total volume of ag loans dropped from
67% in 1285 *o 41% of the loan volume in 1986. In many cases
banks have loaned more monev to their officers and directors
than fhey have fo agricultural loans. He recommends striking
the Aklestad amendment which makes the right to mediation
voluntary.

BILL MILTON, was representing the Mushellshell Agricultural
Alliance which i: a grassroots group cof farmers, ranchers,
and townspeople concerned with sustainable economic
development in that region. MAA is an affiliate of the NPRC.
They feel mandatory mediation will reduce Chapter 12 filings.

See nis testimony, EXHIRBIT #17.

.*J

0

t

TOM TULLY, NPRC, re=ad a letter from Michael L. Thompson,
Executive Director of the lowa Farmer/Creditor Mediation
Service written to Ms. Meg Ne :zon, expressing definite
approval of a mandatory mediation of farmer/creditor
disputes. Voluntary mediation does not meet the process. He
suggested Mcntana move forward with a mandatory bill, see
EXHIBIT #13.

JOYCE JANACARO, Whiftehall, MT. speaking ror the MACO
Agriculture Committee, supports SBE 321 it=2cause it would
provide an opportunity to resolve difficulties between a
rancher and his banzxer. See EXHIBIT #1¢9.

KEITH KELLY, Director of the lepartment of Agriculture,
offered an amendment that would provide a means of funding
the program. The Department supports SB 321 as amended in the
Zenate providing for voluntary agricultural debt mediation.
See EXHIBITS #20 and Z20A.

There w2=s no time to hear all the proponents that were
present. =0 they left their written ftestimony, EXHIBITS 21
through 43. Some were in favor of returning the bill back to
its original form requiring mandatory mediation, but all were
in favor of some kind of mediation.

QPPONENTS

JOHN CADEY, Montana Bankers Association, left some statistics
regarding funding of ag loans and ag credit. See EXHIBIT #46.

Senator Greg Jergeson closed saying the amendment, EXHIBIT
#20A regarding funding, would allow $25,000 of general fund
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money and would allow the DOA authority to charge fees. It
would be scaled back one-fourth from what it was at the

beginning cf *the session.

QUESTICONS (OR DISCUSSION» FROM THE COMMITTEE.

Rep. Giac

ometto asked Mr. Cadby if the Bankers Association
opposes SB 3

21 in its present form. He answered Yes.

Rep. Koehnke asked what is leff without any amendments? Sen.
Jergeson said the present program that is in effect now would
be left. The final paragraphs change the sunset provisions
passed during the special session.

Mr. Cadby said banks are opposed to mandatory mediation. Mr.
Bennett said mandatory mediation would open banks up to more
liability in the intimidating bad faith area. Banks have
always mediated, but when it becomes mandatory, it is more
grounded. There is no definition of bad faith on the books at
this time.

Rep. Rapp-Svrcek asked if SB 321 is passed, what is there
over what we have at present? Sen. Jergeson said the
mechanics for mediation would be provided. The present law
expires.® This bill removes the current =unset and applies a
new on=, and the DOA amendment pravides ror funding.

Sen. Jergeson asked none of the stricken words be added and
that judgment be exercised in providing a mediation service

toc Montana.

The subcommitftee for SB 142 was to be Rep. Holliday,
chairman, and Reps. Giacometto and Ellison.

ADJOURNMENT

The meeting adjourned at 3:10 p.m. after obtaining permission
the Speaker for the committee to be a few minutes late
ss51
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Dear Chairman, members of the committee. SR <k£;16§7¢xdzﬁf
L

My name is Lyle Quick.:  I'm preseuntly a McCone County Commissioner
and serve as Chairman of the Agriculture Rural Affairs Committee for
our state Association and also represent Montana on the National

Association of Counties Agriculture Committee.

For the first time in history, the state and national association

have organized agricultural steering committees. I believe it is
quite obvious why this action was taken. Our state and national
heartland is dying. We as public servants must put forth every

effort to save our businesses, our farms and ranches , our schools and

churches, and ultimately our communities.

In your delibrations of SB 142, I think 2 questions must be asked of

yourself and possibibly of others:

#1 1Is it not fair and just that the original land owner be given
the right to meet a 3rd party bid?

#2 Will SB 142 dry up credit? If so, surely there must be a thread
of evidence somewhere that would substantiate that claim. I too
cannot give you irreputable evidence that it won't dry up credit,
but I can say that in the states that have similar 1egislatidn,

it has not created a problemn.
Whether SB 142 passes or not will make a small difference to the
masses on either side, but it will offer a ray of hope for those who
have none. |
Please look favorably at SB 142,

Thank you.

Lyle Quick

#i
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WORKING TOGETHER: CHAIRMAN COMPTON AND MEMBERS OF THE HOUSE AGRICULTURAL
COMMITTEE: '

American Baptist Churches ~ | am Mignon Waterman and | represent the Montana
of the Northwest Association of Churches.

The Montana Association of Churches supports SB142
because we believe it will provide Montana farmers an
opportunity to buy or to lease back their property
after it has been liquidated.

American Lutheran Church
Rocky Mountain District

Christian Church . . .
(Disciples of Christ) The Montana Association of Churches supports public

in Montana policies at the state level that will help preserve
the family farm system and the vitality of rural
communities. We believe the right of first refusal
Episcopal Church is such a po] i cy. ) -

Diocese of Montana

We urge this committee to support SB142. “5

Lutheran Church
in America
Pacific Northwest Synod

Roman Catholic Diocese
of Great Falls-Billings

£

Roman Catholic Diocese
of Helena

United Church
of Christ
MT-N.WY Conference

United Methodist Church
Yellowstone Conference

Presbyterian Church (U.S.A)
Glacier Presbytery

t .yterian Church (U.S.A)
Yellowstone Presbytery
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CHAIRMAN COMPTON AND MEMBERS OF THE HOUSE AGRICULTURAL COMMITTEE:

March 13, 1987

| am John Ortwein representing the Montana Catholic
Conference.

The recently released United States Bishops' Pastoral
Letter on the Economy states: the loss of a farm and being
forced to leave the land is a tragic experience. It often
means the sacrifice of a family heritage and a way of life.
Once farmers sell their land and equipment, their move is
practically irreversible. The costs of returning are

so great that few who leave ever come back. Society should
help those who would and could continue effectively in
farming.

Because Senate Bill 142 offers Montana farmers an
opportunity to continue in farming, the Montana Catholic
Conference urges the committee to support this bill.

o cARE

° Tel. (406) 442-5761 P.O. BOX 1708 530 N. EWING HELENA, MONTANA 59624
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Field Office Main Office Field Office L
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 1is support of SB 142

House Agriculture Committee 3/13/87

Mr. Chairman, members of the committee. I'm Monte Mlekush. 1
farm south of Winnett. I'm testifying on behalf of the Northern

Plains Resource Council in support of SB 142,

It is ironic that in Montana's Centennial year we are selling our

basic heritage by refusing to help Montana's farmers and ranchers.

The intent of this legislation is to give people who have lost
their operation the opportunity to meet a third party bid for the lease

or purchase of their foreclosed land.

For instance, if I lost my place and the creditor accepted a third
party bid, I would have the opportunity to match the same terms and
conditions of that bid. According to SB 142, I would have 15 days to

match a lease agreement and 60 days to match a 'bid' for purchase.

Borrowers who cannot make payments on loans made in times of inflated
land values see their places sold at today';-IZ;;r prices, terms some
of them could meet. Foreclosures today are due more to declining land
values than to poor management. %agy of these people have been making
a living, a good living, for 10~15-50 years. Both lender and borrower

/
entered these contracts with eyes wide open. However, while

both borrower and lender lose in a foreclosure proceeding the
borrower stands to lose all with no real alternative or chance

of recovery.

Opponents claim this legislation will dry up credit. I feel the
concern is moot. Credit has been drying up since 1981 due to general

worsen@ing of the ag economy. No lender should lend to any business

that is not viable. The bottom line is that unless we can improve



profitability to agriculture, there will he continued restriction of

’fag credit.

One solution to this tragedy is to devise ways to help keep ag families
in their communities as taxpaying contributors. The right of first
refusal effectively allows both lender and borrower to resume a

reasonable debt load without unnecessary loss of community vitality.

As agricultural people are forced to leave their land and communities,
the costs of maihtaining basic services are borne by fewer and

fewer people. Businesses in small communities suffer, the communities
themselves suffer, rural banks suffer. Providing the right of first
refusal allows capable families, who are for the most part victims

of circumstances beyond their control, to remain in their homes

and communities.
I urge you to support SB 1l42.

Thank you.
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JAMES W. MURRY Z1P CODE 59624 \
EXECUTIVE SECRETARY 406/442-1708

TESTIMONY OF DON JUDGE ON SENATE BILL 142 BEFORE THE HOUSE AGRICULTURE COMMITTEE,
MARCH 13, 1987

Mr. Chairman, my name is Don Judge and I am here today on behalf of the Montana
State AFL-CIO to testify.in support of Senate Bill 142,

We support this bill because the farmers, ranchers and workers of this state have
a common heritage. This common heritage is based in a strong work ethic, a belief
in social and ezonomic fairness, and a belief in the protection of the rights of
the individual.

Montana is being confronted with a financial crisis. Every basic industry (agriculture,
mining, timber, oil and gas) in our state, is in a decline. The state's budget

deficit, the high unemployment, and the loss of population and tax base by our

cities and towns are all symptoms of a basic underlying problem -- a depression

in our natural wealth industries.

The question that is being addressed by Senate Bill 142 is not how to increase

revenue or decrease expenditures. It is not a question of what type of new tax

to impose on the people of our state. Nor is it a questicn of which service or

program for the economically disadvantaged must be curtailed. The question that -
is addressed in this legislation, and this committee in its decisicn on S3 142

must answer is -- ARE WE GOING TO FIGHT FOR THE SURVIVAL GOF RURAL AMERICA7

[f we chcose not to fight, the trend toward corporate and institutional ownership

of our land, which has already started, will become the basis of Montana's

agriculture industry. Montana already has enough experience with the type of sccial

and economic injustice we get when out-of-state corporations own our assets.

Right of first refusal is likened to the right of an employee to be rehired if

a plant that had been closed because of poor economy is reopened at a later date.
To the pecple in the Tabor movement, that is a basic right which we fought for
decades to secure for working men and women. We believe that Montana's farmers
and ranchers deserve that same right.

Senate Bill 142 is not a give-away. It does not create additional costs for the
lending institution that is selling the property. It coes not cost the state
anything. The original owner can only purchase the property if he or she can arrange
financing.

We urge you to vote for Senate Bill 142. A vote for this bill is not only a vote
for our family farmers and ranchers, but it also is a vote for rural America.

[t tells the people of this state that even though our state and its financial
problems have been forgotten by the federal administration, the legislators we
elected hera in Montana have not.

We hope you agree with our position and vote for Senate Bill 142. Thank you.

PRINTED ON UNION MADE PAPER D ¢



-

o = /7;"'5’

=i L )

= _.AA__ ) 1 o -, - /7
Tl (3 100

WITNESS STATEMENT 155/4q s AL
\‘.?' T T _ALe [SEN a4

/A o] et

g _
NAME GEORGE T. BENNETT BILL NO?B 142
ADDRESS 111 N. Main, P. O. Box 1705, Helena 59624 DATE
WHOM DO YOU REPRESENT? Montana Bankers Association
SUPPORT . OPPOSE X AMEND

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY.

Comments: oS€e€ attached.

CS-34



TESTIMONY OF MONTANA BANKERS ASSOCIATION

IN OPPOSITION TO SENATE BILL 142

By: George T. Bennett, MBA Counsel

The Montana Bankers Association, representing state and
national commercial banks in Montana, opposes Senate Bill 142.

The bill purports to grant to the "immediately preceding
owner" of "agricultural land" a right of first refusal as to
lease or sale by certain specified lenders if they have "acquired
the right to dispose of agricultural land through foreclosure of
a mortgage or trust indenture on the land, whether by judicial
proceedings or otherwise," or by execution of a judgment.

This bill in operation will create so many problems that it
will work to the disadvantage of borrowers, lenders, and the

public in general. Some of the problems presented by the bill

are:
;agiﬂ in "EngQ!!]tH:E":

This bill, which would apply only to "agricultural lands"
(and this raises questions) and only to certain professional
lenders, will favor only those persons falling within the scope
of the bill as owning agricultural lands, and thus discriminates
against all other landowners who might use their lands as collat-
eral for loans, shifting the costs incurred under the bill to
those borrowers and to the public in general, and discriminates

as between lenders.



2. Can Reward Mismanagement And Inefficiency:

The bill is based on the premise that the owner of agricul-
tural lands has lost the same because of the present crisis in
agriculture. This may not be the case. The party may have lost
the property through mismanagement, and/or inefficiency, yet that
same person is allowed a right of first refusal which is similar
to an option to reacquire the property even though they may have
demonstrated an inability to manage the property carefully, and
also may not be creditworthy. Good managers in a free market-
place will be given a preference to lease or buy.

3. Right Of Redemption Adequately Protects Most Debtors:

Montana law presently allows a one year right of redemption
which allows the debtor, by paying only the debt, interests and
costs, to reacquire the property. This right of redemption which
has existed in Montana law and in the law generally for many
years, adequately protects most debtors where they have an oppor-
tunity to refinance or make other arrangements to reacquire the
property and to operate it in the future.

4. Excludes From Coverage Certain Professional Lenders And

Private_ Lenders:

Subsection (2) of Section 1 sets forth the lenders covered
by the act. It uses such terms as "a mortgage company" and "a
farm credit system lender," and then uses the catch-all phrase
"or any substantially similar foreign entity." There is no
precise definition for a "mortgage company" or of "farm credit

system lender" or a "foreign entity." Excluded are savings and



loans, credit unions, some federal lenders, private lenders, and
all entities that use contracts for deed or other similar securi-
ty devices.

5. Discriminates Against Efficient Operators:

Agricultural lands are generally not sold for cash, but
rather are sold on credit, and the creditworthiness of the pro-
spective buyer is always a critical factor. Also, in connection
with leasing of agricultural lands, the lessor will always look
to see if the operator is efficient and will properly maintain
the land in terms of irrigation, not overgrazing, and other
factors. This right of first refusal to the "immediate preceding
owner" puts on a par with anefficient operator, or a personwith
a good credit rating, someone who may not be an efficient opera-
tor, may have abused the land, or may be lacking increditworthi-
ness. A system which prevents agricultural lands from being
returned to efficient operation in the hands of good managers

works contrary to the best interest of the State of Montana.

The bill, under Section 4, requires either the foreclosing
party or the sheriff to advise the "immediate preceding owner" of
his or her right of first refusal. The immediate preceding owner
then must give notice to the holder of the foreclosed agricultur-
al land, and must file such notice with the Clerk and Recorder,
and, in addition, must give notice of any change of address. The

right of first refusal applies to the first lease or sale until



the time for holding such real estate by a bank, under § 32-1-
423(2) has expired. This statute ( 32-1-423(2)) presently pro-
vides a five year period which may be extended by the Department
of Commerce, and applies only to state banks. Such special
written permission from the Department of Commerce extends the
time. Thus we have an open-ended time frame for exercise of the
right of first refusal. What if the property is held by a na-
tional bank not subject to 32-1-423? Given all of these contin-
gencies it is doubtful whether any purchaser of the property
would accept the same absent a quiet title action in which it is
determined that the right of first refusal has in fact been
extinguished, waived, or otherwise no longer applies.
7. Problems In Ideptifying The "Immediate Preceding Owner":
Nowhere in the bill is the term "immediate preceding owner"
defined. Agricultural lands can be owned in many ways. It can
be held by a number of individuals as tenants in common or as
joint tenants. It can be held by spouses or family. It can be
held by a corporation, a partnership, or a trust. Also, the
status of the parties may change. Persons die and partnerships,
trusts and corporations are liquidated. The partners in a part-
nership may change. Stockholders in a corporation may change.
The bill attempts to address this problem in a very incomplete
and confusing manner by stating, page 4, line 5, "If the immed-
iate preceding owner is an entity for which no single individual
is ordinarily authorized to act, the notice shall also indicate

the necessary transfer of authority that enables the individual



named to the notice to act." Again, in many cases only a compre-
hensive and expensive quiet title action would clearly establish
that the land is no longer encumbered by the right of first
refusal.

8. Problems With The Definition Of "Agricultural Lands"

The bill defines agricultural lands by applying the defini-
tion in § 15-7-202. However, this definition applies to any
lands under 20 acres that are "actively devoted to agricultural
use" if the lands produce not less than $1,500 in annual gross
income from raising livestock or crops, with an exception in the
case of a crop failure due to intervening causes or "marketing
delay." Also under the amendments made by the June 1986 Special
Session (Ch. 35, Sp. L. June 1986) lands over 20 acres are deemed
"agricultural" if not "devoted to a commercial or industrial
use."

The bill in no way clarifies at what point in time the
lands must be "agricultural" in nature. Is it at the time of the
creation of the indebtedness? At the time of foreclosure? Or at
some subsequent date? Suppose the holder of the "agricultural
lands" decides to subdivide the lands and sell them as non-
agricultural subdivided lands. Does the right of first refusal
still attach? Would the right of first refusal attach to each
subdivided parcel? 1Is there a built-in incentive to the holder
of such lands to subdivide? Thus subdividable lands not used for
commercial or industrial purposes, larger than 20 acres, would be

covered.



9. Bankruptcy:

Does the bill apply to lands sold out of a bankruptcy "pro-
ceeding?"

10. Effective Date:

This bill is simply made applicable on passage and approval.
Nowhere does it state what situations are affected. That is,
does it apply to properties now held by one of the named lending
institutions even though the foreclosure occurred a number of
years ago and the right of redemption was not exercised? Does it
apply to lands that are presently under lease? Does it apply to
sales which have been arranged but not completed before the
passage and approval of the act?

IN CONCLUSION:

This bill will prevent the return of agricultural lands to
use by the most efficient farmers and ranchers; will increase the
costs of credit; will cloud title to agricultural lands; and
creates discrimination between borrowers and lenders.

The legislature should allow the marketplace to operate
freely; if an efficient operator has lost agricultural lands
through foreclosure, that person will be the most probable
prospect for lease of the lands or possible purchase in the
future. To mandate that a right of first refusal be extended in
all cases to the former operator (if that is the way the bill
operates), 1is to interfere with the free operation of the

marketplace and to reward mismanagement and inefficiency.
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Testimony before the Montana State House Agriculture Committee g
on S.B. 142
March 13, 1987

by Farm Credit Services

The Farm Credit Services basic practice is to lease property back to the
immediately preceding owner of land obtained through deeds in lieu of
foreclosure or foreclosure action, unless there is a situation where the
previous owner has not been properly maintaining the property and/or has
been seriously uncooperative. 'Therefore, we are not opposing Senate Bill
142. However, since S.B. 142 does create significant impediments to the
lease or sale of such acquired property, we wish to express several
concerns to the Committee should they desire to mitigate these concerns

through further amendment.

1) We have a concern about being required to lease property to a prior
owner who cannot or will not properly maintain the condition of that
property. In such a case it would seem there should be exception to
the right of first refusal if the holder of foreclosed land can

demonstrate that the property would not be properly maintained.

2) 1In sale situations the right of first refusal for a period of 60 days
may eliminate some purchase offers particularly if a significant good
faith earnest money deposit is required. Possibly the right of first
refusal period could be shortened from 60 days to 30 days or the
immediately preceding owner could be required to compensate the bidder
for any opportunity costs (interest on monies that were required as a

deposit as a condition of a bid).

While these concerns may not be viewed as substantial by non-lenders, they
do adversely impact a single-industry lender already suffering economic
distress due to the adverse financial conditions of many of its borrowers.
However, in the case of individuals who reacquire property through

foreclosure action, such concerns would be even more significant.



Testimony, Montana State S.B. 142
March 13, 1987
Page Two

We believe that Farm Credit Services' position of non-opposition with an
indication to the committee of the impediments created for real estate
property transactions is a responsible position, and we commend the
draftors of the bill for their efforts in attempting to provide assistance
to farmers and ranchers and at the same time drawing the bill tight enough

to attempt to deal with lenders' concerns.
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JIN MONTANA CALL TOLL FREE
REALTOR” OF REALTORS® 1-800-421-1864

SB 142
3/13/87

HOUSE AGRICULTURE COMMITTEE

The Montana REALTORS® are cognizant of the critical
problems facing Montana's agricultural community. We must
oppose SB 142, however, for the following reasons:

This bill, in effect, adds yet another 60 days to the
one-year redemption period which already exists for property
owners to redeem property which has been foreclosed. It
does it in a way which may have serious impact on the sale
of that foreclosed property to a subsequent buyer. The 60
day period does not begin until there is a buyer who has
made an offer on that property -- at that point the former
property owner has 60 days in which to meet that offer.

This is so despite the fact that he has been unable to redeem
that property for the last 365 days.

Under the terms of this bill, a prospective purchaser
is unable to act - any transaction is stopped while the indi-
vidual who has been unable to meet mortgage or tax obligations
and, as much as five years after foreclosure, attempts to
finance the repurchase of the property.

The purpose of the redemption period is to allow the
defaulting owner the opportunity to do just that - redeem
his property from foreclosure. 1If he has been unable to
do that, how will he be able to purchase the property?

SB 142 diminishes the position of a bona fide purchaser,
inhibits the negotiating process, and makes the property
less marketable. 1In addition, it places an additional risk
on lending institutions, thereby eroding the credit system
and perpetuating the poor operator at the expense of the
good operator.

The MONTANA ASSOCIATION OF REALTORS® recommends a DO
NOT PASS on SB 142.

REALTOR® is a federally registered collective membership mark which
identifies a real estate professional who is a Member of the NATIONAL
ASSOCIATION OF REALTORS® and subscribes to its strict Code of Ethics.




# g
EXHIBIT. A £
pDATE Dlans 13,1257
g__@;f: S

WITNESS STATEMENT ;
%&Cézy;
J— . . s o
NAME / s oen é;// BILL NO.SB /Y2

ADDRESS 4065  /Llowarve /Qﬂ //a/%wa A DATE 5//5/F
WHOM DO YOU REPRESENT? Molone Liveslzh. /{9 61.%4 Ne

SUPPORT OPPOSE )( AMEND

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY.

Comments: i :
0 Desthat of i suTRely Are bl sl corporsTion
T spah Ar oo g60 Himedtind  produies w oiTowa. Tiu

il gure por srqonizilas wooll svon o Sucldod as Ao
LA ooty roacds, bt TN holevs T Ssersmondles aucus
I and  oaliealolly  eqaisT A Luny pembiding
il predvesrs

Mo Mamj ohot Fho Sd/J/%j‘ Sﬂ/f, we 0y a/ﬁﬁﬁ!y e A
s o0 He crdt ald Hew A Tow Lebhilais
%7/ /é’an ool Mjﬁurzcafab N0 4/@;@7@2 407/ é MJ(/

MM \(\u\'ﬁu ..D/Z, Aa,(/{né/ /oa;uf,

CcS-34



94
E/\HQQ”- # 5 A

Rte. 71, Box 18 Dﬁ'Eﬁﬁl 77 Warren H. Ross
Chinook, MT 59523 u—-,///; XZ@W W Donald T. Ross
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COMMERCIAL HEREFORDS SINCE 1887

S.B. 142 is one of several bills that have been introduced‘this

session which would compromise agricultural loan contracts. This Bill

e
ﬁ

would 1limit the lenders chance of getting legitimate lease or purchsse

bids.

I fedl S.B. 142 gives to the borrower the same relief that Chapt-

er 12 provides without the restrictions of filing for bankruptcy. A

highly leveraged person, who is making all of his payments and cash

flowing could demand that his lsnd debt be written down or he would

voluntarily give up title and then use this Eill to step back in and

recleim it. I don't believe gn individual should be able to unilst-

erally change the terms of the contract. This Bill addresses only
the uncooperative borrower - the legitimate borrower, who is a good .
operator and making an honest effort to meet his contracted respon- %

sibilities, will find most lenders willing to work out any reasonable

plan. 1t is in the lenders best interest to keep the torrower on the

plzce if he is trustworthy and a competent operator.

The additional restrictions being legislated that compromise the

lenders ability to service and administer agricultural contracts (loans)

will and are adversely affecting the availability and terms of credit

for our legitimate operators. our people are having trouble getting

needed loans - not because of a lack of available funds - but because




Ross - page 2

lenders are no- sure that they can or will be able to insure the
safety of tr2 dsrositors money used to make agricultural loans.
ost cormmarcizl lenders in hontsna are less that 55% loaned when
good business levels would suggest 65o to 705,

Lf wou feel tinat his Zill must be put on the books 1 would ra-
spectrully sugcest it at least be ariended in 3ection two, line
eight, strike the words or otherwise, This would recuire legal fore-
closure and preclude the indivicual Trom unilaterally implementing
its provisions. In section five - recording recuired - set tre fee

-

Tor filing o

=1,

T

the notice at 100.U0. This would maybe preclude

7y

nuissnce or spite filings,
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March 13, 1987

We are opposed to SB 142 because of the adverse effects that it
could have on the agriculture borrower who is struggling to obtain
operating funds.

The Agriculture Economics Department of North Dakota has done a
study of laws in that state that protect delinquent farm borrowers,
showing that these laws have cost the state's lending institutions
$172.2 million dollars. The result of this is that it has caused the
other borrowers the problems of (1) lower capital availability,

(2) higher interest rates, and (3) stiffer requirements by the lending
institutions.

I am enclosing a copy of that report with my testimony.

We believe that SB 142 would adversely effect those of us in
Montana Agriculture who are trying to maintain creditability with our
lending institutions, and we strongly urge that you rsject this bill.

7 7 N
é?ia'J'(1 //76ed4{{t

... THE VOICE OF WOMEN IN THE CATTLE INDUSTRY.
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Mortgagee in Escrow %&ddnﬁ_

DEPARTMENT OF STATE LANDS
TESTIMONY FOR SB 142
House Agricultural Committee
(March 13, 1987, Room 317, 1:00 p.m.)

After reading SB 142 it was uncertain to the Department of State Lands how
the Bill would affect school trust lands that are currently being leased for
agricultural purposes. At the present time many of these leases are mortgaged
by the lessee. On occasion the mortgage companies will foreclose on the mort-
gage and therefore, they may become the lessee of record. During the last year
or two, this has become quite common. Oftentimes this is accomplished by
placing an assignment, signed by the lessee, in escrow, and upon foreclosure,
the assignment is presented to the Department of State Lands. The Department

must generally then approve the assignment.

SB 142 seems to say that the state land must be offered to the former
lessee by the mortgage company. However, under current state law governing the
management of state lands, the mortgage company can not allow the former lessee
to farm the land unless there is an approved assignment or sublease from the
Department. SB 142 does not seem to account for this requirement as presently
written. SB 142 seems to cause confusion as to which party is the actual lessee
of record, and it places the leasehold in a tenuous position. Therefore, in
order 'to keep the two sets of laws consistent, the Department offers this

amendment to exempt school trust lands.



Amendment to SB 142; Third Reading - Blue Copy

BN

P

1. Page 2.
Following: 1line 24 .
Insert: "(4) This section does not apply to agricultural land if
such land is owned by the state pursuant to Montana's Enabling Act (Act of

February 22, 1889, ch. 180, 25 Stat. 676)."
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And I speak for the Montana Agricuylture Coaliton at this hearing today

The Montana Agriculture Coalltlon has met several times on the bill
that we are hearing today, SBEE% aﬁd with other agriculture interests. o
During those discussions it was decided to support portions of SB 2&2&%2/ %
concerning the mediation process. Our organizations feel strongly that

such an avenue be open to our people who for various reasons find themselves?

being removed from the businesses.
We do not want this bill to die, we feel that agriculture has contributed

in the past and will continue to contribute in the future to the well-

being of the State of Montana. Our industry is the very heart of Montana

and we find it disheartening that so little consideration is given to
that industry.
The Montana Agriculture Coalition supports voluntary mediation. Not one

s
ﬁf

organization supported the "right to mediate" The Coalition supported

ncgg least a portion of the cost of that medlatlon to be carried by the farmer %
: requesting the medlatlon, or part1c1pat1ng in the mediation.

“We ;Scognlze that this process today and our support of these portions of /
>SB§EE( is only the beginning of a hard battle. We recognize that after -

today it is conceivable that we may have oppossing views of amendments

ﬁ

and implementation of the bill/law. But as of today, this is the stand
of those members of the Agriculture Coalition ‘who are participating in
this 1987 Montana State Legislative Session. Those organizations are as

follows: The Montana Farm Bureau

The Montana Farmers Union

Montana Women Involved in Farm Economics

Montana Grange

M Montana Cattlemen
Montana Stockgrowers

Montana Cattlewomen
Montana Cattlefeeders

Montana Dairymen

Montana Grain Growers
Montana
Thank you




Box 1176, Helena, Montana

JAMES W. MURRY I " ziP coDE 58624
EXECUTIVE SECRETARY 406/442-1708 -

TESTIMONY OF DON JUDGE ON SENATE BILL 321 BEFORE THE HOUSE AGRICULTURE COMMITTEE,
MARCH 13, 1987

Mr. Chairman, my name is Don Judge 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 mediation is fair to both the borrower and the lender.
It is a right that organized labor fought for years to obtain. Mediation is a
system that provides an equal position for each party involved to work from. In
fact, mediation language is now common in many bargaining agreements.

Settlement through mediation is less costly than litigation. The social and economic
costs to the individuals involved and the communities in which they reside is
considerably less when farmers and creditors resolve problems before a crisis occurs.
And most importantly, it may just help keep Montana's farmers and ranchers in business.

Organized labor realizes that if our state is to recover from the economic problems
we are in, we must have a viable agriculture industry. Agriculture is, after all,
‘the largest industry in Montana. The industries that service agriculture create

»  jobs for many other people in Montana's cities and towns.

Organized Tabor also understands that Montana's economic problems have not been
caused by the people of our state. Instead, the policies that are being so devastating
to our economy eminate from Washington, D.C.

High real interest rates, lTow commodity prices, convoluted and mis-directed trade
policies, and the lack of operational credit, all of which have contributed to

the current depression. in agriculture, are all the product of the federal government.
However, the fact that our problems originate outside of Montana and that solutions

to those problems must be found at the national level, does not lessen your responsibility
to do everything possible to minimize the negative impact.

Senate Bill 321 is a step that you can take to help resolve the problems facing

agriculture in Montana. We hope you agree with our position and vote for Senate
Bill 321. :

PRINTED ON UNION MADE PAPER ca-li"m;"""ijm 4
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Testimony in support of SB 321
House Agricultural Committee 3/13/87

Chairman, members of the committee. For the record, I'm Robbie
Green. I ranch along the Tongue River pmear Miles City. I am
testifying on behalf of the Northern Plains Resource Council in

support of SB 321.

As initially proposed, SB 321 provided for the right to mediation.

The Senate amended SB 321 to voluntary mediation. Certainly voluntary
mediation is desirable in that it brings together two willing parties.
The obvious problem with voluntary mediation however, is that not

all the cases which should be mediated are mediated -~ specifically
those cases where a breakdown in communication has occured. Because
voluntary mediation fails to address those cases, NPRC asks the
committee to amend SB 321 back to its original form - the right

to mediation. I'd like to pass out these amendments to the

committee. Furthermore, I'll address the right to mediation in

my testimony.

Mediation introduces a neutral ihird party into the debtor and creditor
discussions and helps to generate altermative plans. This comes at

a time when the relationship between the debtor and the creditor

may have deteriorated to the point that communication has broken

down.

A mediator may advise, counsel, and assist the parties on ways to
come to an agreement, but may not tell them how to conduct their
business. An independant mediator also isolates the lender from
liability. All decisions must be made by the debtor and the creditor
themselves. Mediation is pnot arbitration - no settlement can be

imposed without the consent of both parties.



The right to mediation helps reduce litigation, foreclosures, and

bankruptcies by providing a last resort action to be employed when :
all other attempts to résolve disputed farm credit problems have been wm§

exhausted by debtors and cred&tors, and adverse legal actions for

debt collections are necessary and impending.

NPRC does not expect the Right to Mediation to solve all the problems

between debtors and creditors. At the very most, perhaps an

agreement can be reached. At the very least, tensions can be eased.

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 creditors and debtors; about two-thirds of the cases

in mediation have resulted in agreements between creditor and debtor..

Recently, the Omaha district Farm Credit Services testified in support

of the Right to Mediation. Charles Caldwell, assistant-general counsel s

for Farm Credit Services, said "Farm Credit Services has operated in

a mandatory mediation environment in Iowa for the past 8 months. VWe

have found mediation to be effective in re-establishing communications
in cases where this has become a problem between the borrower and

creditor. We have also found that the assistance of an objective thirdff

party - a mediator - can be very helpful to a borrower and creditor

in reaching a mutually agreeable solution to their dispute."”

Opponents to this legislation say that SB 321 will dry up credit. I1'4d

like to point out that availability of credit is primarily influenced

by profitability. During good years, credit is easily available. During

lean years, credit is more difficult ‘to obtain.

Opponents also claim that SB 321 creates a moratorium on foreclosures.

That 1is not true. SB 321 simply provides for a 45 days mediation period.

That period may be extended, if and only if, both parties believe

that further mediation would be effective.




A%

Mediation, in fact, creates a bet:ér business climate. Successful
mediation will keep farmers  dnd ranchers in business, thus benefiting
the entire community. The success of locally owned and operated busin-
esses is directly dependent on local economies. By creating a better
business climate at the local level, local business conditions will im~-

prove, which will in turn work to improve the economy of Montana.

NPRC urges the committee to amend SB 321, to reflect its original in-
tent of Right to Mediation, and to pass that amended version out of

committee.
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My name is Roy Patte. I am a farmer from Ryegate, Montana, and the L?féguif

President of Montana People's Action. We would like to enter several:docu-

ments into the record of this hearing.

The first document is a memorandum from the Director of the Board of :
Governors of the Federal Reserve Bank, to officers in charge of examinations o

at each federal reserve bank. Rather than read the whole memo, I would

like to briefly summarize its message:

1. That the problems facing agriculture are transitory in nature.

2. That under the circumstances, financial institutions may find
that the most prudent policy is to stretch out patments and excercise
forebearance. ,

3. That the Federal Reserve feels that such forebearance is in the
public interest and should be encouraged.

4., That supervisory staff should be sensitive to this fact in con-
ducting examinations and should refrain from criticizing bank management
for excercising forebearance.

The second document which we would like to offer into the record of

this hearing is a copy of testimony presented by the Farm Credit System
before the State legislature of nebraska. This testimony was presented
by the General Counsel for Farm Credit Services-Omaha, and by the same \-é
organization's Vice President-Field Operations.

Again, T will summarize:

1. That Farm Credit Services—Omaha supports the concept of the Right

To Mediation.

2. That their support is due to their positive experience with

the Right To Mediation in Iowa.

3. That Farm Credit Services in Iowa has reached mediation agreements
with 597 of their borrowers who were involved in mediation.

4. That mediation has been effective in re-establishing communication

in cases where this has become a problem between the borrower and creditor.

Finally, I would like to offer a third document into the record.

This is a brief survey of twelve state banks in Montana, compiled using

documents available through government agencies charged with regulating

banks. We do not have the supporting tables completed, but we will make

them available as soon as possible to the members of the committee.

While the survey reveals some lnterestlng aspeH;s of the patterns
I am fon I(—o atk s sha e &yufg veserd
of state banks' ag lending practice, the 'findings that are mdst relevant

to today's hearing on mediation are-as—fellowst




In conclusion, let me state the following:

|. The Federal Reserve Board of Governors has urged their member
banks to practice forebearance and to negotiate debt for troubled farmers.
They have stated that this is in the public interest.

2. Farm Credit Services, outside of Montana, has stated their support
for the Right To Mediation. '

3. Other states have recognized the value of the Right To Mediation
and passed legislation to implement this program. '

4, Our summary evidence reveals that state banks in Montana are not
restructuring ag debt, while they are making efforts to restructure other
debts.

5. That other states, which have the Right To Mediation, are re-
structuring a significant amount of ag debt, and lenders, farmers, and
many others have nothing but good things to say about their programs.

Mr. Chairman, and members of the Committee, why do we have to drag
the State of Montana, kicking and screaming, into 1987. This state needs
a mediation process that works. Voluntary mediation has had a marginal

success level at best.

We urge you to pass SB 321 and to strike the Akelstad amendments.
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FEDERAL RESERVE SYSTEM .
WASHINGTON, O. C. 20851 SR 83-15 (FIS) %
‘ DIVISION DF BANKING %

AUPLAYISION AND RLO TiONn

March 30, 1983

1O THE OFFICER IN CHARCE OF EXAMINATIONS '
AT EACH FEDERAL RESERVE BANK :

 —————

Mortgage, Fam and Small Business

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

é‘;’i
A

These financial pressures are, at times, reflected by delinquent
business and residential loans in. the portfolics of the nation's financial
‘ institutions. [S;ne borrowers who are experiencing financial difficulties face
¢ the prospact of foreclosure cn their hames and family farms, or the failure ofv

their small businesses. Often these problems 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 ocut payments and exercise forbearance rather than to take

more precipitous action such as foreclosure and/or forcing a borrower into

As a supervisor of State-member hanks and bank holding campanies, the
Federal Reserve does not wish its examinations or its supervisory actions to
be pursued in a manner that dlscourages 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. 1t 1s
requested, therefore, that you remind the Federal Reserve examiners in your
District of the need to be particularly sensitive to these prablems at this
time and to refrain from criticizing bank management for exercising

7
|

forbearance in the circunstances described. Moreover, in accordance with %
lorg-standing instructions, examiners should not recawmend 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.

JOHN E. RYAN - o

Director
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MY NAME IS CHARLES M. CALDNE[E. I AM ASSISTANT GENERAL COUNSEL FOR FARM.-

CREDIT SERVICES-OﬂAHA, AND AM HERE TODAY TO SPEAK IN SUPPORT OF THE PASSAGE OF
LB 664.'
FARM CREDIT SERVICES HAS OPERATED IN A MANDATORY MEDIATION ENVIRONMENT IN
TI0WMA FOR THE PAST 8 MONTHS UNDER A LAW THAT IS QUITE SIMILAR TO LB 664. ME
# HAVE FOUND MEDIATION TO BE EFFECTIVE IN RE-ESTABLISHING COMMUNICATIONS IN
CASES WHERE THIS HAS BECOME A PROBLEM BETWEEN THE BORROWER AND CREDITOR. WE
HAVE ALSO FOUND THAT THE ASSISTANCE OF AN OBJECTIVE, PROPERLY SKILLED THIRD
PARTY -~ A MEDIATOR -- CAN BE VERY HELPFUL TO A BORROWER AND CREDITOR IN
REACHING A MU%UALLY AGREEABLE SOLUTION TO THEIR DISPUTE.
. THERE ARE FOUR SPECIFIC POINTS EMBODIED IN LB 664 ON WHICH I WANT TO
STRESS OUR SUPPORT:

1. WE SUPPORT THE CONCEPT OF MANDATORY MEDIATION AS THE FOCUS OF LB 664.
CONCURRENTLY, WE ARE NOT AT ALL OPPOSED TO THE PROVISIONS FOR VOLUNTARY
MEDIATION AND BELIEVE IT IS USEFUL TO PROVIDE THIS AVENUE AS WELL,
HOWEVER, WE.ALSO STRONGLY SUPPORT THE RIGHT OF A CREDITOR TO "DEMAND"
RELEASE FROM MEDIATION, AS SPECIFIED IN SECTION 12 OF THE BILL, IN THOSE
CASES WHERE THE DELAY REQUIRED FOR MkDIATION WOULD CAUSE THE CREDITOR
IRREPARABLE HARM,

2. WE BELIEVE THAT MANDATORY MEDIATION SHOULD ONLY APPLY PROSPECTIVELY, WE
. DO NOT BELIEVE IT WOULD BE PRACTICAL OR REASONABLE TO APPLY MANDATORY
MEDIATION RETROACTIVELY AND INTERRUPT OR DELAY LEGAL PROCEEDINGS ALREADY
IN PROCESS.



5. CREDITOR HAS RIGHT TO REQUEST-'A' MEDIATION RELEASE AFTER A MEDIATION
SESSION.IF AGREEMENT CAN NOT BE REACHED,
6. MARCH 1, 1992 TERMINATION DATE.

IN SUMMARY, FARM CREDIT SERVICES-OMAHA SUPPORTS THE CONCEPT OF MANDATORY
MEDIATION AS PROPOSED IN LB 664. |

o



LEGISLATIVE BILL 664

MY NAME IS GALE D, CAMERON ANb I SERVE AS VICE PRESIDENT-FIELD OPERATIONS
SUPPORT.fOR FARM CREDIT SERVICES-OMAHA. DUE TO PRIOR BUSINESS AND PERSONAL
COMMITMENfS I AM UNABLE TO APPEAR IN PERSON, BUT WOULD LIKE TO SHARE WITH YOU
MY COMMENTS IN REéARD TO LB 664. FOR YOUR INFORMATION, I DID WORK EXTENSIVELY
WITH THE FARM MEDIATION TASK FORCE IN HELPING TO DEVELOP THE RECOMMENDATIONS '
. SUBMITTED BY THE TASK FORCE TO THE LEGISLATURE IN RESPONSE TO LR 3.

FARM CREDIT SERVICES-OMAHA IS SUPPORTIVE QF THE CONCEPT OF MEDIATION and LB 664
AS IﬁTRODUCED. OUR SUPPORT IS BASED IN PART ON THE EXPERIENCE WE HAVE GAINED
WITH MANDATORY MEDIATION IN THE STATE OF IOWA DURING THE PERIOD OF JUNE THROUGH
DECEMBER, 1986. DURING THIS PERIOD OF TIME, WE HAVE FILED AND/OR BEEN INVOLVED
IN OVER 2,500 MEDIATION CASES. IT IS MATERIAL TO NOTE THAT OVER 1,000 OF THESE
CASES WERE DUE TO THE IOWA LAN-BEING APPLIED RETROACTIVELY. AS PROPOSED,

LB 664 WOULD BE APPLIED PROSPECTIVELY, WHICH IS AN IMPORTANT ISSUE;

'BASED ON THE NUMBER OF MEDIATION SESSIONS HELD AND RELEASES OBTAINED, FARM
CREDIT SERVICES IN IOWA HAVE REACHED AGREEMENTS OR AGREEMENTS ARE PENDING WITH
59% OF THE DEBTORS. I BELIEVE THIS REPRESENTS POSITIVE SUPPORT FOR THE CONCEPT
OF MANDATORY MEDIATION IF PATTERNED AFTER THE IOWA LAY OR LB 664.

KEY ELEMENTS OF LB 664 WHICH WE SUPPORT ARE:

1. IMPLEMENT THE LAW PROSPECTIVELY.

2. $40,000 THRESHOLD FOR MANDATORY MEDIATION.
3. 49-DAY TIMEFRAME FOR MEDIATION,

4, DEBTOR HAS RIGHT TO WAIVE MEDIATION,



§. CREDITOR HAS RIGHT TO REQUEST A-MEDIATION RELEASE AFTER A MEDIATION
SESSION. IF AGREEMENT CAN NOT BE REACHED.
6. MARCH 1, 1992 TERMINATION DATE,

IN SUMMARY, FARM CREDIT SERVICES-OMAHA SUPPORTS THE CONCEPT OF MANDATORY
MEDIATION AS PROPOSED IN LB 664.

-~
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The statistics in this survey were compiled using information which is 17L
provided by state and federal agencies which. are charged with the responsibility
of regulating banks. -

e e

Information from twelve state banks, covering the years 1985-1987, was
used to compile the information contained in this survey. Of these twelve
banks, ten of them serve communities of 3,500 Montanans or less.

National banks are not included in the survey, primarily because in-
formation about these banks is more difficult (and costly) to obtain.

Summary of Findings

The following facts constitute the significant findings of this sur-
vey. Please note that these findings apply only to the twelve state banks
surveyed.

1) Agricultural debt in "non-accrual" status decreased significantly
from 1985 to 1986. The total of agricultural debt carried by the twelve
lenders which was classified as "non-accrual' decreased from $2.667 million
in 1985 to $1.84 million in 1986.

2) The majority of "non-accrual" (non-performing) loans are not agri-
cultural loans. The total volume of "non-accrual' agricultural debt, as a
percentage of the twelve lenders' total "non-accrual" debt, went from 677
in 1985, to 41%Z in 1986. This means that if, in fact, credit in Montana is
drying up, it is due more to non-parforming loans that are not agricultural.

3) Banks are restructuring debts, but not agricultural debt. In 1985,
the twelve banks surveyed restructured 297 ($368,000 worth) of non-agricultural
debt without restructuring any agricultural debt. In 1986, the same banks
restructured 157 of their non-agricultural "troubled" debt, and again, failed
to restructure any of their agricultural debt in "non-accrual” status.

4) 1In many cases, banks have lent more money to their officers and
directors then they have made agricultural loans, Six of the twelve banks
which were examined as a part of this survey exhibited a historical pattern
of lending to their directors and officers. These six banks had a larger
dollar amount of loans out to "insiders'", in both 1985 and 1986, than their
dollar amount of loans which were made and secured by farmland.

We are currently compiling tables to support these conclusions. Copies
of this summary, along with the supporting tables will be provided to mem-
bers of the House and Senate Agriculture Committees as soon as they are

completed.

March 13, 1987
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Mr Chairman, members of the committee. My name is Bill Milton and

I represent the Mushellshell Agricultural Alliance, a grassroots

group of farmers, ranchers, and townspeople concerned with sustainable

economic development in the Mushellshell region. MAA is an affiliate P

of the Northern Plains Resource Council.

I would like to submit the following press release from the Center
for Rural Affairs concerning the direct relationship between mandatory

mediation and lower rates of Chapter 12 Bankruptcy filings.I\N S -
ML wWeske o Stades '

SB 321 in its original form provided the right to mediation for both
farm lenders and borrowers. Equally concerned agricultural

organizations have taken opposing positions on this bill due to

different perceptions of the bill's potential impact on credit for

all ag borrowers. This recent press release from the Center appears

to confirm that mandatory mediation can in fact reduce Chapter 12

filings thus improving the agricultural credit climate.

Thank you.

i



CENTER FOR RURAL AFFAIRS

Post Office Box 405 Walthill, Nebraska 68067
Phone(40a84&5428 Population 800
For Immediate Release March 5, 1987

Form more information contact: Eﬁ?fsziEIZL””"_’ﬂ‘

Jerry Hansen or Gene Severens; (402) 846-5428

MEDIATION REDUCES CHAPTER 12'BANKRUETCIES . | 'ngu_ gﬂwg%aﬁﬂm/

Nebraska's farmers are filing Chapter 12 bankruptcies at a rate 2 1/2
times that of Iowa farmers according to data collécted by the Center for
Rural Affairs. The Nebraska rate of 2.2 per thousand farmers far exceeds
Iowa's .87 rate per thousand. This difference exists despite very similar
degrees of financial stress in the states' agricultural sectors.

Since the Family Farmer Bankruptcy Act (Chapter 12) became law several
months ago, 132 Nebraska farmers and ranchers have filed for this type of
bankruptcy. This is the highest number of Chapter 12s filings ;mong six
upper midwestern states. Among the six states--South Dakota, Nebraska,
North Dakota, Kansas, Iowa and Minnesota--only South Dakota's 3.24 per
thousand farmer rate of Chapter 12 filings exceeds Nebraska's rate.

"Bankruptcy is seen as the last resort by farm debtors, but when other

N

avajlable options are exhausted farmers will go the extra mile to save their

farms,"

according to Jerry Hansen of the Walthill-based Center for Rural
 Affairs. "So far the number of Nebraska farmers in Cahpter 12 is relatively
small, but with continuing economic problems and few alternatives under
state law Nebraska farmers will increasingly seek Chapter 12 reorganization
protection," he added.

Both Nebraska and South Dakota afe considered to have harsh legal

climates with few alternatives to bankruptcy or foreclosure, Two of the six

states, Jowa and Minnesota, provide mandatory mediation as an alternative,




s

and among the six states their rates of Chapter 12 filings (.87 and .55 per

thousand farmers respectively) are the lowest.

P

The two other states, Kansas and North Dakota, have voluntary
mediation, and their filing rates are .95 and 1.03 per thousand farmers,

respectively. "While voluntary mediation is better than no mediation, it

appears from this data that mandatory mediation works much better to resolve

disputes outside the expensive and time consuming court procedures required

e

by bankruptcy and foreclosure. Voluntary mediation is much like a voluntary

speed limit--it simply won't work very well," Hansen stated.

Nationwide lenders have voiced concern about the effects of the new
bankruptcy code. In Nebraska both the Independent Bankers Association and
the Nebraska Bankers Association have expressed similar concern.

These same groups gave testimony opposing a mandatory mediation bill
recently introduced in the Unicameral. In other states mediation has proven
to be a valuable alternative to both bankruptcy and foreclosure. In Iowa <X
for example the Iowa Bankers Association, which initially oposed that
state's mandatory mediation legislation, now supports both the concept and
the results of their state imposed mediation process.

"As long as Nebraska law does not provide alternatives to bankruptcy
and foreclosure, our farmers and ranchers will undoubtedly continue to lead
the Midwest in Chapter 12 filings. The harsh climate created by current
state law forces the use of the Chapter 12 federal protections."

"Nebraska farmers and lenders deserve an alternative to bankruptcy. A
carefully structured alternative exists., LB664 now before the Unicameral
would greatly reduce the need for court action and protect the rights of
both debtors and creditors,'" Hansen concluded.

Chapter 12 Bankruptcy Data

State Number of Number of Number of 12s per Type of
Farmers®* Chapter 12s filed thousand farmers** Mediation
S. Dakota 37,148 120 3.24 None
Nebraska 60,243 132 2.20 None
N. Dakota 36,431 37 1.03 Voluntary
Kansas 73,315 69 .95 Voluntary
Iowa 115,413 100 .87 Mandatory
Minnesota 94,382 52 .55 Mandatory

#1982 Census of Agriculture Data
*As of February 17-20

- 30 -
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March 13, 1987

Ms. Meg Nelson

Montana Northern Plains Resource Center
Box 858

Steamboat Building

Helena, Montana 59624

Dear Ms. Nelson:

I am writing to express my support for Senate Bill 321 as it was
originally proposed -- mandatory mediation of farmer creditor
disputes. As an experienced administrator and mediator, I have
found that mandatory mediation is a positive approach to resolv-
ing problems. The Iowa program has processed 5000 cases since
the 1initiation of mandatory mediation in July 1986. Over 2000
cases have reach scome form of settlement, and the service enjoys
considerable support throughout the state.

Despite the fears associated with mandatory mediation, most
creditors and farmers have found the process to be very useful.
Additionally, the service has received the endorsement of the
following groups: :

Iowa Bankers Association

Omaha Farm Credit Administration
Farmer ’s Home Administration

Federal Deposit Insurance Corporation
Farm Bureau

Farm Unity Coalition

Interchurch Forum.

The support of these groups has led to an active program that is
helping farmers and creditor develop solutions that would not be

possible in a court of law. These groups have also discovered
that mandatory mediation can be beneficial for farmers and
creditors alike =-- while many believe that +this 1law helps

farmers, it has certain benefits for creditors including reduced
legal fees, reduced usage of Chapter 12 filings, increased ac-
countability by farmers, and reduced levels of tension that al-
lows farmers and creditors to reach a solution.



In testifying in support of this legislation, I would urge that
Montana move forward with a mandatory bill, as the experience in
Iowa, Wisconsin, and Kansas suggests that a voluntary bill will
not create the desired result because very few cases will be
processed. Secondly, I would urge that the mediation service
function on a neutral basis, and that it cannot be administered
by any group that is advocate for farmers. Finally, it is ex-
tremely important that the mediators are trained by a reputable
mediation group. The training should not be less than thirty
hours, and follow-up evaluations should be done after the train-
ing is completed. If you have any questions, feel free to con-
tact me.

Sincerely yours,

ieelo ] Heny—

Micheal L. Thompson
Executive Director
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STATE OF MONTANA
DEPARTMENT OF AGRICULTURE A aaa

OFFICE OF THE DIRECTOR
AGRICULTURE/LIVESTOCK BLDG.
TED SCHWINDEN CAPITOL STATION KEITH KELLY

GOVERNOR B DIRECTOR
v HELEN A MONTAN A 39620-0201

TESTIMONY OF MONTANA DEPARTMENT OF AGRICULTURE
DIRECTOR KEITH KELLY
FOR THE HOUSE AGRICULTURE, LIVESTOCK, AND IRRIGATION COMMITTEE
ON SENATE BILL 321
FRIDAY, MARCH 13, 1987
HELENA, MONTANA
Chairman Compton and members of the committee. The Montana

Department of Agriculture supports Senate Bill 321 as ammended in

the Senate, providing for voluntary agricultural debt mediation.

The adversities facing our agriclutrual producers have not
disappeared and may, in fact, continue to impact the farm/ranch,
rural communities, and the overall economy of our state for some
time to come. Recent studies leave serious doubt as to whether
or not we are even at the bottom of the slide. Continued land
devaluation and inadequate cash flow compound the magnitude of

the financial stress affecting agricultural producers and lenders

alike.

Voluntary debt mediation offers an excellent opportunity for both
producer and lender to sit down with a neutral third party to
negotiate workable alternatives to foreclosure. The existing
debt mediation program offers an excellent alternative to other

courses of action such as Chapter 12 bankruptcy.

Several mediation cases conducted through the existing voluntary

program have resulted in creative and positive outcomes, allowing
An Affirmative Action/Equal Emplovment Opportunity Emplover



the producers to continue in agriculture and avoid very costly
litigations, etc. The various financial institutions represented
in the state have, for the most part, been very willing to work
with the volutary mediation program and have encouraged

participation whenever possible.

Activities that reduce the financial stresses in agriculture will
help to mitigate the forces that are causing the downward
pressure on the agricultural economy and eventually improve
longterm recovery for agricultural producers and the state of
Montana. For these reasons, the Montana Department of

Agriculture supports Senate Bill 321.



In testifying in support of this legislation, I would urge that
Montana move forward with a mandatory bili, as the experience in
Iowa, Wisconsin, and Kansas suggests that a voluntary bill will
not create the desired result because very few cases will be
processed. Secondly, I would urge that the mediation service
function on a neutral basis, and that it cannot be administered
by any group that is advocate for farmers. Finally, it is ex-
tremely important that the mediators are trained by a reputable
mediation group. The training should not be less than thirty
hours,  and follow-up evaluations should be done after the train- .
ing is completed. If you have any questions, feel free to con-
tact me.

Sincerely yours,

Piclodff He—

Micheal L. Thompson
Executive Director
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STATE OF MONTANA
DEPARTMENT OF AGRICULTURE | A st
OFFICE OF THE DIRECTOR A
AGRICULTURE/LIVESTOCK BLDG.
TED SCHWINDEN CAPITOL STATION KEITH KELLY
GOVERNOR DIRECTOR

HELENA MONTANA 59620-0201

TESTIMONY OF MONTANA DEPARTMENT OF AGRICULTURE
DIRECTOR KEITH KELLY
FOR THE HOUSE AGRICULTURE, LIVESTOCK, AND IRRIGATION COMMITTEE
: ON SENATE BILL 321
FRIDAY, MARCH 13, 18987
HELENA, MONTANA
Chairman Compton and members of the committee. The Montana

Department of Agriculture supports Senate Bill 321 as ammended in

the Senate} broviding for voluntary agricultural debt mediation.

The adversities facing‘our agriclutrual producers have not
disappeared and‘may, iﬁ:fact, continue to impact the farm/ranch,
rural communities, and fhe overall economy of aﬁr state for some
time to come. Recent stﬁdies leave'éerious doubt as to whether
or not we are even at the bﬁttom of’the slidé. Continued land
devaluation and inadequate cash flow'coméound the magnitude of
the financial stress affecting agricultural producers and lenders

alike.

Voluntary debt mediation offers an excellenf opportunity for both
producer and lender to sit down with a neutral third party to
negotiate workable alternatives to foreclosure. The existing
debt mediation program offers an excellent alternative to other

courses of action such as Chapter 12 bankruptcy.

Several mediation cases conducted through the existing voluntary

program have resulted in creative and positive outcomes, allowing
An Affirmative Action/Equal Employment Opportunity Employer



the producers to continue in agriculture and avoid very costly

litigations, etc. The various financial institutions represented

o

-

in the state have, for the most part, been very willing to work
with the volutary mediation program and have encouraged

participation whenever possible.

Activities that reduce the financial stresses in agriculture will
help to mitigate the forces that are causing the downward
pressure on the agricultural economy and eventually improve
longterm recovery for agricultural producers and the state of
Montana. For these reasons, the Montana Department of

Agriculture supports Senate Bill 321.



Exti@0._ "6 A
QATE 3/ 3}82 .

=22 853 Bay :
STATE OF MONTANA A, Hreq Quedts”
DEPARTMENT OF AGRICULTURE et
OFFICE OF THE DIRECTOR
AGRICULTURE/LIVESTOCK BLDG.
TED SCHWINDEN CAPITOL STATION KEITH KELLY
GOVERNOR OIRECTOR

HELENA, MONTANA 39620-0201

March 12, 1987

Memorandum
TO: Senator Greg Jergeson

\." O
FR: Keith Kelly

Director K&j* \

RE: Suggested Amendments to Senate Bill 321 on Voluntary
Debt Mediation

R

The following new sections are proposed as amendments to
Senate Bill 321.

New Section - Fees to Support Program The department may

charge a fee from the participants in a debt mediation to
partially offset program costs.

New Section - Appropriation and Spending Authority. The
-iepartment has $25,000 per annum appropriated to it from the
general fund for the purpose of administering the mediation
program. The department shall have a total spending
authority of $50,000 per annum for the purpose of
administering the program. This sum shall include the
general fund appropriations of $25,000 per annum and $25,000

per annum in fees collected within the program.

jd/ibm/ jergeson

An Affirmative Action/Equal Employment Opportunity Employer
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STATE OF MONTANA e r R Pl
/ AREA'CODE 4
DEPARTMENT OF AGRICULTURE wasaa
OFFICE OF THE DIRECTOR
AGRICULTURE/LIVESTOCK BLDG.
TED SCHWINDEN CAPITOL STATION KEITH KELLY
GOVERNOR DIRECTOR

HELENA, MONTANA 39620-0201

March 12, 1987

Memorandum

TO: Senator Greg Jergeson
/0\‘
FR: Keith Kelly:

Director ij4 \

RE: Suggested Amendments to Senate Bill 321 on Voluntary
Debt Mediation

<

The following new sections are proposed as amendments to
Senate Bill 321.

New Section - Fees to Support Program The department may

charge a fee from the participants in a debt mediation to
partially offset program costs.

New Section - Appropriation and Spending Authority. The
department has $25,000 per annum appropriated to it from the
general fund for the purpose of administering th= mediation
program. The department shall have a total spending
authority of $50,000 per annum for the purpose of
administering the program. This sum shall include the
general fund appropriations of $25,000 per annum and $25,000

per annum in fees collected within the program.

jd/ibm/ jergeson

An Affirmative Action/Equal Employment Opportunity Employer
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Chairman Duane Compton
House Agriculture Committee

March 12, 1987

I support SB 321, Right to Mediation, because it would help to
reduce foreclosures and bankruptcies. This would help the
employment situation by keeping people on their farms. Family
farmers and ranchers spend money in our small towns and help

keep them going. What's going to happen if farmers are foreclosed

on?

<§5¢zx; 721

-

F72/%

Todd Chamberlain
Culbertson
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Chairman Duane Compton

House Agriculture Committee
March 11, 1987
Chairman and members of the committee:

We are presenting this written testimony in support of SB 321, Right

to Mediation.

Most responsible independent bankers are aware that there has to be a
readjustment of many agricultural loans, including loan write-downs and
interest rate reductions. If a troubled borrower can cashflow with a
reduced interst rate now, he might be able to pay a higher interest rate

in the future when his situation is improved. Otherwise the lender might be

faced with foreclosure or bankruptcy.

Currently the Farm Credit Services District 12 operates on a 3% margin
(the percentage points with which the interest rate charged to borrowers
exceeds the cost of money to the lender). Other lending institutions still
try a 5% margin -- with the price of wheat around $2.50 this is excessive.
What is to be gained by forcing a farmer through foreclosure? Right to

Mediation would provide the benefit of increased mutual trust between the

(:;Ej;z;/,ngzﬂz(;ZZé;24¢£4ﬁ5L//
s
/2

/ ////f//"”""‘\

Bonele, T6F7R7

Sylvia Harmon
Dean Harmon

Bainville

borrower and the lender.
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March 11, 1987

Chairman Compton and members of the Committee:

I am sending this written testimony in support of SB 321, Right to
Mediation.

Any banker I've talked to shudders at the thought of foreclosure. Isn't
the potential loss of a farm worth a brief period in which the two parties
step back, analyze the situation on neutral ground and maybe iron-out their
differences? The lender is not bound to an agreement he doesn't like.

In an increasing amount of contractual relations mediation is employed

to conciliate between two parties in often emotionally-charged
situations. Mediation is an accepted social response to potentially
adversarial relations between two parties in a contract. In some states
both partners must talk to an impartial counselor before proceeding with
divorce. Union contracts provide for mediation and grievance procedures.
The whole legal system employs this kind of process, where two parties to
a contract meet with a neutral third party before going to court.

[ strongly urge you to support this bill.

Sincerely,

ue«, 9’“*
BW&%
k\Db 2 LC(-)\S—:SI\}

Robert P. Wilson
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Chairman Compton and members of»jhe Committee:

We ranch near Bainville and are presenting this testimony on behalf

of the Big Muddy Resource Council. We strongly support SB 321, Right to
Mediation and SB 142, Right of First Refusal. These bills would give
farmers and ranchers going broke a straw to clutch at -- and maybe help
them survive.

We need SB 321, Right to Mediation and not voluntary mediation. If lenders
and borrowers agree to negotiate, they don't need a mediation program.
When two people are at odds, it is a great idea to have an impartial,
trained third party to help them get together and try to resolve their
differences.

We hear that some big banks are arguing that this bill would dry up
credit. This has no merit whatsoever. It's ridiculous. If people are
going bankrupt, credit's already dried up. Why wouldn't a banker
wnat to help stabilize a borrower's situation and keep collecting
interest payments on his loan? What is the alternative? Bankruptcy?
Foreclosure?

With SB 142, we would like the time a borrower has to file the right

of first refusal notice with the clerk and recorder extended from three
days to three weeks. It takes 20 years to go broke, so why can't

you have a few weeks to file your notice?

We strongly urge you to vote in favor of SB 321 and SB 142.



5.--\.;? E,’_ ? .

R

€y - .
— =, S =4 7 =

ereiT__ 2/
LA é///sl/ %
se S 8 32/

/d'z'f-’ Yl - Z7 /J C&n,v
//48 U——»’L’w %/f‘é»ﬁzu/lz«——vq/
/q::_,d,/(/ AV/L/ C._g_ﬂ,, _/LZ;’/,// )

\- /Z_&f,a./( — L«cew(,/ —te /Z_—/ e o oty o Sre ﬂ

-,[d/ et e /é—fx_,d_,«,q g-e/awz%ﬁ/ﬂ ﬂfa‘«JZf
/, ) 47/ ,,;,,// K’Z{., Az.x/mw

Z é—{‘(/‘c/a_/ 4

“z,c s
(z—ﬁ A / z// /Z:_bwgyzﬂ_/%,éq/

e i f,é/,c/ — (’/z,<,/ — 1
\ O L—/é /j{///d é/C e L fé—‘/ ot/
,/L_V«,z_w[r._ P S ej /,,) - é/d/ f/

"’7’/L'/L-C'«/Z.«(.-«d..‘~f<’-«'/s—-:—y(/ *-f;-—cu«“//c...,(s-«a—' ey € 4&/) ‘

<l m L_./y!,, P I ZAL__,{ = /.//(/. e //V\:J TS
Vo v 4 © .
z‘\S . /4;)) / é/ .;2_" ) //{,4.7, /%,7//6//—77/1;/(/&“/ I UZ,'

. / ;- & 2 ‘ 1
\X---///gi/ef-ﬂ— & —-’:’/,’ d / — b/
~y : / ffk / 7d-‘
C e ‘f-«-c.v’é_x"—(c R At f——r!// ' / 1
7
: /z;pc,e ety
)/.I( Lot VX.;/ ,t’

B e . ‘

!



House Agricultural Commithbee
House of Representatives
Capitol Station

Helena, MT S5%601
ATTEMTION:  Duane Compton,
Dear ZSir:

13 Charles
Montana.

My name
Eastern

I am writing to wge your
introduced in
ammended

to Mediation Eill as 1t was
much better bill than the

Senate.

The original bill provided a
borrower
function properly is a much

both the lender and
Mediation, if &llowsd to
alternative than foreclosure

bankruptecy by the borrower.

way legitimate
in its

The only
is by passing the bill

I wrge youwr support.

Y & g . I

32

ENHim
AT

DATE_3 /13 /%7 “
vEo B8 32/

Mareh 12, 1987

Chairman

Ren 2Rk EZ2
am a ftarmsr and ranchsr

8k E21. The Right
the Ssnate 1is a
version passed by thes

support of

mechanism for
differences.
better

meaningful

to work  out

by the lender and Chapter 12
mediation will be accomplished

original form.

Sincerely,

Charles Yarger
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EXHBIT # 35
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S8 32
_JL_ FROID-EBENEZER LUTHERAN PARISH

FROID and McCABE, MMONTANA
Post Office Box 16 Frowd, Montana 59226
Office (406, 766-2268

March 11, 1987

Rep. Duane Compton
Chairman, House Agriculture Committee

Chairman:

My name is Rev, Susan Honn. I am a Lutheran pastor in Froid,
Montana., I am concerned about Senate Bill 321, Right to
Mediation,

¥hen farmers and ranchers are in financial trouble, the whole
agricultural community is affected and suffers along with them,
Businesses, schools, and churches are all closely tied to what is
happening to the land and those who farm and ranch. When faced
with overwhelming bills, interest, and limited choices - I think
it is vital that farmers and ranchers have the right to an
‘mpartial mediator to attempt to salvage their business and way
of 1life, We seem to accept this type of mediation for employers
and employees in strike situations, Is this rural crisis any
less an important area to apply mediation? I would think all
parties concerned - banks, businesses, consumers, towns, and
farmer/ranchers - would benefit from mediation that might find
solutions other than foreclosure or bankruptcy for our troubled
economic situation,

Thank you for considering this, I urge you to vote in favor of
5B321, Right to Mediation.,

Yours very truly,

Y,
A L2 KT A e —

Rev, Susan L. -onn
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Montana t:ja,s(.s(a
dssociation of e BB

Cb(lr(hes MONTANA RELIGIOUS LEGISLATIVE COALITION o P.O. Box 745 » Helena, MT 59

——

March 13, 1987

CHAIRMAN COMPTON AND MEMBERS OF THE HOUSE AGRICULTURAL
COMMITTEE:

WORKING TOGETHER:

] am Mignon Waterman and | am representing the Montana

Association of Churches.
American Baptist Churches

f the Northwest . . . .
of the orthwe Mediation can open communication between lender and

borrower. They can begin to listen to each other and
American Lutheran Church be more objective. Mediation'can.be a useful tool to
Rocky Mountain District the restructuring of loans which is probably the most
productive way to protect the lender's investment and
to keep the borrower on the land.

Christian Church

{Disciples of Christ) Agriculture is the number one industry in Montana. |If
in Montana you save agriculture, hundreds of small businesses and

many rural communities will survive.

Episcopal Church

Diocese of Montana Both lenders and borrowers are losers in a foreclosure.

As we have seen with the voluntary mediation process
that has been used successfully in Montana, through

Lutheran Church mediation, both borrower and lender can be winners.
in America
Pacific Northwest Synod Montana Association of Churches supports the voluntary

mediation provided in SB321.

Roman Catholic Diocese
of Great Falls-Billings

Roman Catholic Diocese
of Helena

United Church
of Christ
MT-N.WY Conference

United Methodist Church
Yellowstone Conference

Presbyterian Church (U.S.A)
Clacier Presbytery

Presbyterian Church (U.S.A))
Yeilowstone Presbytery
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_MontanaCatholic Conferencé |
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March 13, 1987

CHAIRMAN COMPTON AND MEMBERS OF THE HOUSE AGRICULTURAL COMMITTEE:

I 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 preservatnon
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 th=2 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.

I't 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 ''yves' on S.B. 321.
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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

Mr. Chairman and members of the House Ag Committee:

My name 1is Dave Sieagle. I am a dairy farmer from Gle.  dive.

I am 35 years old, married and I have 4 children. I regret
that I cannot attend the hearing today due to prior business
and personal commitments. I would like to share with you my
comments on SB 321, Right to Mediation, from my own experience

and on what mediation has done for me.

Our farming operation was financed with the local PCA. A couple
of years ago they went into liquidation. At the time, finding
other financing was very short in our community. I strongly
feel that if it had not been for our efforts in keeping in close
contact with the PCA in ligquidation, our two vear effort in
finding financing would have been in vain. Because of

keeping in contact with the PCA, they were sincere in working

with us.
I have seen too many instances, personally, that where communicatior
has broken down between the borrower and the lender, nothing is

resolved but a big headache for everyone involved.

I sincerely believe that a right to mediation program with a



neutral third party would help defuse many volitile situations.
Not everyone is capable of doing their own mediation and the
impartial mediator would help that. Not everyone will be a

winner with right to mediation, but not everyone will be a loser.

I strongly urge all of the members of the House Ag Committee
to support SB 321 as right to mediation. If any of the
representatives have questions they would like to ask me,

they are more thah welcome to contact me:

Dave Siegle
Cracker Box Route
Glendive, MT 59330

486-5750
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EXHIBIT_44
DATE S/iaf77

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

March 12, 1987

Mr. Chairman and members of the House Ag Committe:

My name is R'Delle Gibbs. I am a rancher from Glendive. I

would like to testify in favor of the "Right to Mediation"
because I believe, in the tense atmosphere of'foreclosure
proceedings, a third uninterested party could be of great

value. We all know that when a lender and borrower get to

this point, a lot of hurt feelings and very strong positions

are involved. A third, well-qualified person, may be able to

out a solution besides the foreclosure that would be more advant-
ageous to the lender and borrower, or at least help the borrower
to face the inevitable in a more cooperative manner, assured

that all possible solutions had been explored.

I urge all the members of the committe to support SB 321-

Right to Mediation. Thank you.



JOHN CHRYSTAL
Crarman of the Boarg
ano
Chiet Executive Ofticer
§15.24¢ 2413

Bankers Trust

March 11, 1987

Montana House of Representatives
Attention: Ag Committee

State Capitol

Helena, Montana 59601

Gentlemen:

You have asked about the farmer-creditor mediation law passed
Tast year in Iowa and the result.

I can tell you that I am a past Superintendent of Banking and
past President of the Iowa Bankers Association. I am currently
President of the Independent Bankers Association of Iowa.

The mediation service is well accepted by the banking community ’
now, even though they were somewhat afraid at first. We did not ‘uig
provide farmer preparation money at first and that slowed the
process. Now we are curing that problem. The farmers seem willing
but not eager for mediation, but like it when actually participating.

I would urge Montana to use Iowa's Tlaw as a model, but warn you
that a Tot of success rests with the choice of director. That
person must be professional and a teacher.

’,S"ry!cere]y, %

‘) e
ohn Chrystal - ‘

JC:dk

Bankers Trust Company m 665 Locust m P.O. Box 897 m Des Moines, lowa 50304 m 515-245-2424 ?
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Mr. Chairmar and Members of the Committee:

The number of farms going out of business and the
availability of ag credit has been discussed at length these past
2 months. We thought & few facts would give you a more accurate
picture of the situaticn.

First the number of farms stabilized this past decade at
about 23,000 (Exhibit A & B). The rate cof attrition is now lower
than any previous period during the last 50 years. 1In 1986 about
200 farms went out of business or about 4 per week, which is less
than 1% of the total.

A survey by the Montana Department of Agriculture shows the
overall farm debt to asset ratio fell for the third consecutive
year to 23.4% (Exhibit C). Further, the number of del_.aguent
operating loans dropped from 33.3% to just 14.2%.

Also of interest, PCA's share of ag operating debt has
dropped from 38.7% two vears ago to just 11.5% today. Eanks on
the other hand are still holding about 50% of the ag operating
debt, and increasing their share of farm real estate loans.

A survey by the Fecderal Reserve Bank in Minneapclis showed a
growth in farmers earnings for the first time in three years in
the upper Micdwest (Exhibit D). Higher prices, crop yields and
lower costs and interest rates caused the rise in earnings. Land
values, however, continue to decline. This survey also concluded
more real estate loans were shifting from the Farm Credit System

to banks.



A naticnal study by the American Rankers Association
(Exhibit E) =zhowed total ag related loans by banks decreased in
1985 and 1586 (Exhibit F). Delinquency and loss rates on ag
production lcans increased substantially during the same period
(Exhibit G). Montana has the highest percent (8.08% on Exhibit
B) of non performing loans as to all locans and second highest
(51.81% on Exhibit I & J) non-performing loans to capital ratio.

The Sheshunoff report (Exhibit K) reveals an 80% drop in
earnings for Montana banks during the first nine months of last
year. We ranked 47th in the nation in total earnings and 48th in
non-performing loans. Loan growth was a -4.2% loss compared to a
+2.9% growth for the nation.

In conclusion, these statistics show some slight improvement
in ag debt, but it is still a serious problem. There are still
over 23,000 farms and ranches who need carital to survive. In
spite of locan delinguencies and loss in earnings, banks are still
major provicers of ag credit in Montana.

Right of first refusal, mandatory mediation or any other
legislation which impairs your hometown banker's ability to
recover money deposited at your bank that has been lcaned out to
a farmer or which creates additional costs that must be passed on
to the other farm customers of the bank, or which destroys the
incentive to make an ag loan in the first place is certainly not

good for you or lMontana's farmers ané ranchers.



EXHIBIT A

i o Farms # Increase/ Increase/
Year in Montana Decrease Decrease
1925 20,3800 -
1930 25,000 " +5,000 10% increase
1935 52,000 -3,000 5%
1940 44,500 -7,500 14% ‘
1945 40,400 -4,100 9%
1950 37,200 -3,200 8%
1955 34,800 -2,400 6%
1960 31,700 -3,100 9%
1965 28,400 . -3,300 10%
1970 26,400 -2,000 7%
1975 23,400 -3,000 11%
1980 23,800 -400 2% increase
1985 23,800 +0 0%
1986 23,600 -200 * 1%

Percentages rounded off

Note: Example 1975 had 11% fewer farms than 1970.

Conclusions:
1, * Average of 4 farms lost per week between 1985 and 1986.

2. More total farms operating today than 11 vears ago.
3. Farm attrition stabilized in past decade.
4, Current rate of attrition lower than anytime after 1930.

SCOURCE: *Montana Agricultural Statistics Service
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.- Mcnuara fammers and rancners
used ‘ast vear's good crops, lvestock
s3ias and lederal payments {0 reguce
& ceot loads and delincuency

leveis — wnie ccnunuing (0 Doit

frem the Farm Credit Sysiem, a

siate Deparument of Agmcuiture sur-

vey conciuces.

The survey conducted by Montana
Ag Swatisucs dunng Novemper and
Decemper indicate that “we've
shown an improvement in the agri-
cuituraj balance sheet of Montapa.”
state Agrculture Directer Keith
Keily said.

He said livestock producers bene-
fited {rom detter prices last year and
many contnued to cut inco their base
terds o pay off some debt. '

in acditon. feceral farm-program
payments also wers usad to pay off
debt last year, reducing debt-o-asset
rates and repayment daiinquency
rates.

Yet 45 percent of those suveyed
reported a pet incomme loss in 1985,
with heavier losses in the sasiern
part of the state.

Figures from 1985 showed an
averzge $15,000 per farm net loss, de-
scue (he nfusion of an average of
$3.000 in feceral money.

Kally said the state’s ag eccnomy
uncerwent “an enure restricining’”’
¢uring 1386 with “a fairly supstanual

caicking up of delinquency on lcans” &

and an overal reducton m procuc-
ers’ dedl-to-dsset ratics.

Ratios improved somewnat in the
~orificeniral, central, eastern and
uthwestern areas while deterorat-
2 1 the nortiwest and souticentral
pars of the state, the survey sum-
mary said.

The overall debt-to-asset ratio,
which averaged 7.3 percent a year
saruer ang 28.2 percent in 18, has

recoad 10 23,4 cercent, The higher

roCoR

iy

3farmends 0 o=,

The average Montana f{arm had
$133.0171 in Zedt (the lowest since
1950} and $633.735 worth of assets —
lowest since 1378

Straignt livestock farms had the
lowest debt-to-assat a0, 181 p2re
cent, cown thres ponts from 1 year
eariier,

Grainoniy farms were next-best,
with deats averaging 21 percent of
assets — ihe oniy category of larm ¢
show an increase in debr-fo-asset
rauo, up from 208 percent a year
eariier.

Mostiy livestock farms had the
hignest rano — .3 percent cedt
aganst assets (down {rom 31.2 per-
ceat a vear earlier): and mosuy
¢rzos farms had a cebt-(0-ass2( ranoe
of 5.9 percent (down from 34i5 per-
cent).

Farmers 54 years of 2ze had
the hignest ratios — more han one-
third of thetr assets were covered by
dent - wh:le those 4534 vears of age

(-'.ne c20t-10-ass87 ralo, tne less viatle

mace the biggest debt pavefls,
recucing el Jedt-lo-assel 2o

{rom an average of 32.9 percent in

1985 down (o 25.5 percent late last

vear.

I™ A vear earlier, about one-third of
‘ana’s [arm operating joans were

/ .nquent, he sad, tut the ceiin

14.2 percent.

Casn gran operators had tie low-
est delinquency rate in op2ranng
loans — 13.7 percent to livestock
producers’ 4 percent.

L While one in four real-estate loans

JTqmmcy rate has been reduced 0 just

. B T LT PRI

onianans pay debis wi
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.
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A rerurn of decent crops, federal subsidies and livestock sales all were put into debt retirement last year as Montana farmers
and ranchers recouped most of the financial positien they had lost during the big drought year of 1385, a governmert survey

says. This wheat photo, by Richard Mousel of Fort
une’s annual color photography contest.

Benton, won an honorable mention in the agricultural divisicn of the Trib-

While the latest Montana ag
financiai survey seems (0 indicate
great improvements [rom a vear
earlier, Agriculture Director Keith
Kelly says that in reality farmers’
financial shape has merely recumed
to 1984 levels.

That's despite about 2 25 percent
drop in land values and a 20 percent
reduction th the state’s cattle num-
bers since 1584, he said.

And he said the survey proce-

dures and follow-up calls indicate
that at least 20 — and perhaps J00-
800 — farms have quit the buswess
over the past year. "'We have 1o ac-
knowiledge that there are some
farmsteads out there that nobody's
there to answer the phone. to fill
out the survey,” Keily said.

An Amencin Bankers Associa-
tion survey indicated Montana may
be losing about 20 farms weekly,
but Xeity said it's lixely the attrition

Kelly: Surviving farms return to 1984 conditions

rate is at least double that figure.

Kelly noted that “1934 was not a
goed year” for Montana agricuiture
as that first year of severe state-
wide drought saw the smatiest grain
crops in 25 years and stockmen
began reducing herds as forage be-
came dear. The drought continued
in 1985, a year of abandoned fisids.
record crop-insurance receipis and
single-digit grain yields that were
the worst since the 1330s.

Kelly said survey resuits show
that “if you surved e 155
WrecK. you're back to where vou
were in H.”

The survey, which cost $5.%1,
was begun in 1584 but may ml %
Back next year., Survey expenses —
the ag department contracs with
Montana Ag Staustics for Ue worx
— were part of a {arm counssing
appropriation bill that was kiled re-
cently it the Legisiature. !

of real-estate loans now are behind
their payment schedules.

The report said livestock produc-
ers had the lowest delinquency rates
on realestate loans, 1.1 percent
while 15.1 percent of real-estate loans
of cash grain operators were delin-
quent.

The mostly livestock larm class
had the highest delinquency rates —
9.6 percent on real estate aad 17.7
percent on operating loans.

Those in the 25-34 age group had
the hignest operating loan dehn-
quency rates. 197 percent, while
those at least 35 years old had the
lowest delfiquency, 10 percent.

Real-estate delinquencies were
highest (22.6 percent) among (arm-
ers 35-4 years old and lowest (3.6
percent) among those over 83,

Mare than one quarter of operat-
ing loans were delinquent for farms
2,000-2,599 acres, the highest rate.
For farms 3000 acres or larger, lh‘e

were definquent in 1385, 18.4 perceﬂ

operating delinquency rate was
around 7 percent.

The survey also documents a cap-
italization flight from Production
Credit Assoc:ations to commercial
banks, insurance companies and indi-
viduals.

In 1984, PCAs held 38.7 percent of
the state’s ag operating debt, accord-
ing to the survevs. More than 55 per-
cent of PCAs’ business left within a
vear, giving PCAs just a 17.6 percent
share of the operaung-loan paper in
1285, Kelly said. and "now, it's just
1114 percent.”

Most of that slack has been taken
up by “individuais and others.” From
1934 to 1385, the amount of operating
loans held by this category multiplied
413 times to grab 13.6 percent of the
market,

They now hold 25 percent of ag's
operating-ican paper, the survey
saud.

The federal Farmers Home Ad-

mimstration saw its biggest volume

EEN

growth in 1985, picking up 29 percent
more operating loan voiume than the
previous year to take 8.1 percent of
the total. That grew to 9.3 percent of
the total last year, according to the
survey.

The FmHA, federal “lender of
last resort,” has been phasing out its
direct loan programs in favor of
guaranteed loans issued through pri-
vate lenders.

Commercial banks now hold haif

—

percent.

Farmers with 2ero debt accounies:
for 23 percant of the sam
from 20 percent a vear eariier,

Some 13.9 percent of those sur.
veyed said they had be2n um=d
down when applying for loans. lut
hail said they secured financing 2ise
where.

A year earlier, 15.6 parvent said
they had been tumed down ard <7
| percent of these were abie 10 53¢

the non-redl _estate 1g_creqit. down
from 36 percent a year earlter.

Federal Land Banks conunue to
be the major realestate ag lender,
holding 384 percent of the paper,
compared to 41!4 percent two years
earlier,

Commercial banks increased ther

funds eisewnere.

Some 31 percent of those sur
said the believed they'd ¢o
farming until retirement.  rortye
seven percent of the reepcants
were at least 55 vears old. Cf hose
who said they’d leave {armung #arli-
er, 55 percent cited {inanciai reasons.

share of reat-esiate loan volume

About one doliar in five zamed oy

from 10.5 per cent to 13.5 percent

wnile the FmHA share grew {rom
13.4 percent ta 16.7 percent. Individu-
als' share of real-estate volume

b'.u_:ked off from 25.2 percent to 22")

| the respondents came {rom off-larm
income, the survey <aid,

Percents ranged from 43 lor
farms under 50 acres (o just & [cr
farms over 10,000, -,

' it
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. Tribune Agnculture Edixor
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. port an upswing in farmers’ earnings
: during the final quarter of 1986, ac-

‘cording to a survey by the Federal

Rserve Bank of Minneapolis.

*3.The survey of 90 banks'in Mon- |

mna the Dakotas, Minnesota and
‘wpper Wisconsin said 43 percent of
wondents reported fourth-quarter
farm earnings were larger than a
- .y<ar ago and only 17 percent said
~ earnings were smaller. ’
. “This is the first time in more
than three years that more bankers

4
| dectine,”
Bankers in the upper Midwest re- ]

.{ the bank’s quanerly ag credu condj-

to a ywr earlier, Ianners gol hxgher
wrote research economist prices for hogs, calves and feeder -
Staniey L. Graham. . . cattle and higher yields for a variety

- The improvement in earnings re- - Of €TOpS. ... In Montana, higher yields
ﬂecgs both. increases in gross in- parly reflect ample moisture, which
“comes and. reductions in opemung Slgﬂagllsmnlhe end . of ‘pmlonged
B i = Ou h MR

-Graham also said bankers say
farm operating costs declined be-
.cause of government programs
ment price support payments ang ac- removing land from production and
vance government p;‘(,l"m*e—n;s on the the added benefit of “lower prices
1987 farm program,” Graham said in for feed, fertilizer and fuel;” lower
ash ‘rents; and -lower mter&si
tions survey. .- tes.” N R
"!n the !ounh qu;me,- compared Shon-tern fixed rates averaged

report_eamings growth than report a

crop_vields -reinforced by govern- -

I e

about a quarter of a point lower than
in September and 1.5 points below a
year earlier.

Credit conditions at rural banks
improved in the Ninth District as
farmers “were mainly not spending
their earnings as much as using them
.to pay off debt. ... The bankers also
seem {0 expect farmers to continue
to emphasize debt reducing over
spending when deciding what to do
¢ with their earnings.”. -~

- Some 21 percent of bankers sur-"

veyed said farm loan repayments

11.66 ‘percent during the quarter,-

R i e =

“were slower t.han Lsual Yor the folirth
quarter, which Graham said is “the

smallest- percentage reporting slow - .

repayment in the last seven years.”..
Fony-two percent of rapondents

. kaid demand for farm: real-estate

loans” was greater than usual, which -
Graham said “‘reflects a continuation

‘commerc

L “Although some bankers reponed

that some -farmers are planning to

replace farm equipment or investin .

_other -’long-delayed :-expenditures,-"
some 76 percent said up to half their
farm customers aiready are loaned
up. to their debt limits — eight per-
centage points above the Jevel of one
year earlier.

The survey also indicated that

g the quarter, as they have since
the Fed began including land values
in its surveys three yearsago. -

of irrigated land dropped by 3.8 per-
cent, dry cropland values went dowm

-.4.4 percent and grazing and pasture

land went down 6.1 percent in value.
", Patricia Lorenzen "of . the - bank

v — e D

,..\....,—u_ .

of the shmmg of real-estale loans -
{from anm Credxt Svstem to

land values continued to decline dur-

i
[ e

[Py

said no dollar land-value t‘ gu.ru or
stale~by -state values are compiled. :
U.S. Department of Agriculture | 4
" estimates say land values peaked m .|
1981 and 1982, but the Ninth District
¢ did not begm surveymg va.!ues unal -
1984 e B
- Based on quarterly changes since 1
the final quarter of 1983, irrigater’
land values in the district have f.
‘by 42 percent, now-irrigated land by W
nearly 50 percent and grazing and
pasture land nearfy 60 percent. * _
Graham said the continuing drop
in land values in the face of higher
fourth quarter earnings can be ex- * 1
.plained two ways: *“One is that @
bankers’ estimates of land values
may be reflecting investors’ belief .
that the upturn in farm earnings will
not be permanent. ... The other ex-
planation is -less pessimisuc: :
Bankers’ land value estimates may
simply not yet take into account the

- recent farm earnings upturn.” .
During the fourth quarter, values __ ’

. Two-thirds of bankers surveyed .
*said demand for farm debt refinanc- = |
. ing during the last quarter — and ex-
- pected demand during the first quar-

4 of 198’7 seem to be about nor-

mal

L . R

[



EXHIBIT [

MAJOR POINTS CN FARM BANK PERFORMANCE DURING THE FIRST HALF OF 1986
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While tozal lcars and Tleases increased steadily at FDIC-insured commercial banks,
agriculture-reiated loans decreased from the end of 1984 to the middle of 1986. Loans
to finance agricuitural production decreased while loans secured by farmland increased.

(See Tabie I.)

Delinguency and loss ratas on agricultural production loans increased substantially frem
the end of 1984 to the middle of 1986. Similar figures for non-farm-related locans
remained fairly stable over the same pericd. In the first half of 1986, 7.7 percant of
farm loans and only 2.8 percent of non-farm loans were nonperforming. Net loss razas
were 3.5 and 0.8 percents, respectively. (See Table II.)

In the first half of 1986, the six states with the highest delinquency and loss ratss on
agriculture-related bank loans were California, Colorado, lowa, Minnesota, Missouri, and

South Dakota. (See Table III.)

Over haif of the farm banks have between 35 and $25 million of assets. Over farty
percent have between $25 and $100 million. The number of farm banks has decreased from
4,909 at the end of 1984 to 4,802 in the middle of 1986. (See Table IV.)

Farm bank profitability has dropped dramatically since 1984, showing some imorovement in
the first half of 1986. The profitability of nonfarm banks of comparable size remained
fairly stable over the same period and has been consistently higher than farm bank
profitability. For the first half of 1986, the returns on assets and equity were 0.7
and 7.7 percents, respectively, for farm banks. For nonfarm banks, the same figures
were 0.9 and 11.0 percents. Capital ratios for both groups have remained stable with
farm banks consistently showing higher ratios. At the end of June 1988, farm banks
averaged a 9.0 percent capital ratio while the nonfarm bank sample averaged 7.8 percent.

{See Table V.)

Assats, equity, and loans have grown more siowly at farm banks than at nonfarm banks cf
similar sizs since the end of 1984. (See Table VI.)

Farm-reiatad Jloans of both farm banks and similar-sized nonfarm btanks have decrezss
since (Cecszmber of 1S84. Farm-related loan portions have also decreased, alte
slightly. Loans secured by farmland have increased in both bank classes, increasing

a fracticn of real estate loans in farm banks wnhile decreasing in nonfarm banks.
Table VII.)

i
3

L n ot

Se

The delinguerncy and Toss rates on loans have increased for beth farm and noenfarm Dbanks
of equivalent size from 1984 to the middle of 1986. In 1886, becth rates were abouz
twice as high For farm banks as for comparable nonfarm banks. (See Table VIII.)

The number of farm Sanks losing money decreased to 843 for the first half of 19886 from
882 for 1985. Thz number of farm banks with more past due or ngnaccruing loans than
equity capital increased from 208 to 319 over the same period. (See Table IX.)

The four states with the most farm banks and farm bank assets are [1lincis, Ilowa,
Kansas, and Minnesota. The four states wnose farm banks have the Targest cortion of tne
banking business are Iowa, Nebraska, North Dakota, and South Dakota. (See Table X.)

The six states whose farm banks are the most troubled by losses and nonperforming loans
are Idaho, Minnesota, Wyoming, and, especially, Colorado and Montana. (Se2 Tables XI

and XII.)

Robert W. Strand. . 663-5350 Economic and Policy Research
' Brutawit Abdi . . . 683-5354 American Bankers Association
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CHART I

Agriculture-Related Loans
At FDIC-Insured Commerclal Banks

Millions Of Dollars @2 loans Secursd by Farmiand
Cf Loans Bl Agricultural Production Loans
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Data from Tablse 1.



EXHIBIT

CHART II

Delinquency Rates on Farm
And Non-Farm Loans At
FDIC-Insured Commercial Banks

Non-Performing Loans {Z3 Farm—Related Loans
As A Percant Of All Loans M Non—farm-Relctad Loans

10

Data from ""All Delinquent Loans'' in Table Il

Note:  "All delinquent lcans" include loans whose payments are
ninety or more days overdue and loans which are no longer

accruing.



EXHIBIT H

ABLE A1
PROBLEM LOANS OF FDIC-INSURED FARM BANKS BY STATE

June 30, 1986

" Number Banks with Nonperfor- Nonperfor- Provisions
of Farm More Non- ming Loans Net Loan ming Loans Net Loan for Loan
Banks performing at Fagm Losses at as a Per- Losses as Losses as
Losing Loans thin Banks Farm Banks cent of 2 a Pct. of a Pet. of
1 Money Capital ($000,000) (3000.000) All Loans A1l Loans A1l Loans
State” No. Ranx Na. Rank Loans Rank Loss Rank % Rank % Rank % Rank
ALAB. 2 28 0 -- 13 28 2 29 3,21 24 .48 21 .38 2%
ARK. 11 15 2 19 3 18 7 19 3.57 22 44023 .28 19
CAL. 1 29 1 24 16 27 3 25 6.32 8 .98 3 .48 28
coL. 23 a 11 10 1Z25 11 22 9 7.32 2 1.28 3 1.25 8
FLA. 1 29 0 -- 11 30 2 21 308 25 .60 18 .80 18
GA. 4 19 1 24 28 23 4 23 2.38 31 .33 29 .38 8
IDAHO 2 24 3 17 % 21 2 25 6.35 8 .42 2% 53 21
ILL. 62 6§ 13 8 292 3 23 2 4.16 19 .76 15 .80 14
IND. 16 14 7 13 113 13 17 10 3.16 28 .49 20 L2 22
I0WA 140 1 42 2 412 1 122 1 5.68 12 1.68 ! 1.74 1
KANS. &8 i 38 3 220 6 20 3 4.78 16 1.08 5 1.20 4
KENT. 3 2 2 19 53 17 s 15 2.84 28 39 28 a4 27
Lou. 6 18 7 13 64 16 < 16 6.34 7 .78 13 .83 18
MICH. & 17 4 16 71 15 6 20 6.02 11 L83 19 =T S e
MINN. 106 2 47 1 322 2 52 4 6.21 10 1.00 7 1.22 7
MISS. 2 24 0 -- 25 24 4 22 3.00 27 48 0 22 .48 2%
MO. 64 5 26 5 226 5 29 8 5.84 15 .95 9 1.16 g
MONT. 23 9 18 6 135 10 13 14 1 76 18 1.27 3
NE3R. 82 4 32 4 238 4 83 3 5.59 14 1.24 ) 1.46 3
NUM. 2 24 1 24 8 26 2 28 3.56 23 42 27 .48 24
N.Y. 0 -- 0 -- 5 33 -- 38 2.3% 30 .01 33 27 3z
N.C. 129 0 -- 2 35 - 32 1.23 4 .20 32 88 12
N.D. 22 12 13 g 125 12 13 12 6.22 9 .77 ) 1.0¢ 11
CHIO ) 19 2 19 48 18 1 21 2.38 32 .21 31 31 31
CKLA. 38 g 15 7 183 8 a0 7 6.67 3 1.38 2 1.54 2
CREG. 3 21 2 9 13 29 1 30 4.24 i7 .44 23 32 20
FENN. 0 -- 0 -- 5 32 -- 33 0.99 35 .03 24 10 3z
S.D. 20 3 11 10 108 14 16 11 6.28 5 .92 10 1.1 10
TENN. 3 Z1 1 24 36 22 7 18 1.17 i8 .83 12 .82 17
TEXAS 47 7 il 10 198 7 46 8 3.64 21 .85 11 1.04 12
VIR. 0 -- 2 -- 7 31 1 31 1.39 33 .21 3 .29 33
WASH, 2 24 z 19 24 25 3 24 5.60 13 .65 17 .35 20
W.VA. g -- z -- 2 34 -- 34 2.44 29 170033 .28 2
WISC. 23 g s 15 148 9 15 13 4.02 20 .42 26 .49 3
WYCM, 10 16 3 17 46 20 7 17 6.51 4 1.05 8 1.19 3

pa

The states (including Puerto Rico) not included among the thirty-five ranked had less than

5 six farm banks (as defined below).
An FOIC-insured commercial bank is included here as a "farm bank" if more than seventaen
percent of its loans and leases are loans to finance agricultural production or other
loans to farmers (consolidated bank) or loans secured by farmiand (domestic bank offices)
3 and if it has no more than $500 million of assets.
Nonperforming loans include loans past due ninety or more days and still accruing and -

nonaccruing loans.

Source: Consolidated Reports of Condition submitted to the Federal Deposit Insurance
Corporation on June 30, 1986.
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PROFITABILITY AND STABILITY OF FDIC-INSURED FARM BANKS BY STATE!:2

]
o June 30, 1536
Percent of
. Percant Nonper- Farm Banks
of Farm forming with More Farm-
Return Return Banks loan to Nonperfor—3 Related
- on on Losing Capital Capita% ming Loans Loan
- Assets Equity Money Ratio Ratio than Capital Percentace
State % Rank % Rank % Rank % .Rank % Rank % Rarx A 13ng
ALAB. 1.34 2 15.19 -3 5.25 27 10.17 3 13.04 31 .00 25 24.18 zC
w ARK, 1.19 10 12.10 12 11.00 23 9.84 & 16.88 25 2.40 <5 29.%4 17
CAL. .75 22 10.20 17 14.29 18 7.31 24 59,31 1 14,29 £ 23.81 ozt
CCL. 21 3 2.38 34 24.21 5 g.91 18 47.83 5 11.38 8 37.%82 g
o FLA. .98 14 10.28 15 7.14 25 9.50 9 17.30 28 .00 23 24.76 2%
GA. 1.36 4 13.83 9 4.60 30 9.85 5 13.48 Z9 1.1% 27 27.72 22
IDAKC .82 20 Q.69 18 16.87 13 8.42 28 48.63 4 25.00 1 41.11 6
o ILL. .74 23 8.35 23 12.3% 20 8.89 22 20.41 21 2.359 21 33.37 13
W IND. .89 18 10.33 14 11.03 22 8.38 25 183.08 22 4.83 19 29.% i8
I0WA 17 38 2,03 35 25.42 1 8.81 25 28.45 16 7.32 15 43.42 3
KANS. .33 2% 3.88 24 19.78 10 8.87 17 24,85 i7 8.09 13 45.60 4
s SENT. 1.33 2 13.3%9 10 2.42 31 9,20 4 13.83 28 1.81 26 28.21 22
LU, .84 13 8.9% 21 14.29 17 - 9.35 10 36.00 8 16.67 3 27.12  Z8
MICH. .33 33 4,28 33 20.00 8 7.12 38 43.72 3 11.43 7 27.8% 2¢
© MINN. 40 31 4.8 32 24.42 4 3.865 2& 36.%3 7 10.83 9 29,79 7
W MISS. 1.27 7 13.85 8 4,63 2% 2.14 14 16.76 25 .00 28 32.14 i<
MO. .45 28 5,36 27 19.81 9 8.43 27 30.43 13 8.0% 8 25,83 10
MONT. .37 22 4,86 30 25.27 3 .7.88 322 2 19.78 2 36.%9 Qe
i 49 28 5,44 28 21.%2 & 9.06 15 28.78 15 8.40 12 58.4% 1
N, 1.00 13 10.84 13 13.33 19 9.22 12 21.77 19  6.87 18 28.¢8 2:
NLY. 1.48 3 14.41 5 .CQ 22 10.26 2 11.42 33 .00 28 27.57 3
N.C. 1.1 11 12.35 il 16.87 12 9.62 7 6.32 25 .G0 8 22.09 2
" N.D. .81 16 10.28 16 14.86 15 8.90 21 32.47 12 8.78 11 45,31 2
OHIO0 1.2¢ 8 13.93 7 4.76 28 8.90 20 13.30 27 2.28 22 27.48 2
CKLA. 46 27 4,87 29 18.34 11 8,32 11 32,88 i1 7.25 173237 iz
w CREG. .42 29 5..0 28 21.43 7 8.17 31 30.27 13 13.2¢ & Z6.04 27
PENN. 1.22 8 14.92 4 .00 32 8.20 238 7.87 2 .CQ 22 21.1¢ 34
S.D. .79 21 8.77 22 16.53 14 9,05 15 233.%2 3 9.09 10 34.00 z
- TENN. 1.27 & 14.17 6 6.25 26 8.98 18 21.70 29 2.08 23 24,84 z°
* TIxAS .88 17 .26 20 14.87 15 9.53 8 17.87 23 3.48 20 31.83 13
VIR. 1.18 12 13.33 2 .00 32 7.71 33 13.28 g 0o 28 Z21.31 32
WASH. .48 25 2.33 25 11.11 21 8.17 30 41.93 6 11.11 8 33.:3 12
- W.VA. 2.1 1 z2.z22 1 .Go 32 10.34 1 12.80 32 .00 28 19.77 3z
WISC. .84 15 10..3 18 2.56 24 8.21 13 23.32 i3 2.10 22 31.93 i3
wYCM. .41 20 4,24 31 25.84 2 3.7¢ 23 33.13 i0 7.689 15 28.15 1g

* The states (including Puerto Rico) not included among the thirty-Tive ranked nad less

5 than six farm banks (as defined below).

J An FDIC-insured commercial bank is included here as a "farm bank" if more than saventsen
gercent of its loans and leases are locans to financz agricultural preduction or otner
loans to farmers (consolidated bank) or loans secured by farmland (domestic bank officas)

_— and if it has no more than $500 million of assets.
Nonperforming loans include loans past due ninety or meore days and still accruing and

w  nonaccruing loans.

Source: Consolidated Reports of Condition submitted to the Federal Deposit Insurance
Corporation on June 30, 1986.
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F 4
CHART VIt

Non-Performing Loans as a Percent of Total
Equity Capital at FDIC-Insured Farm Banks
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ExHIEIT K

One Texas Canter
505 Barton Springs Roda
Austin, Texas 78704

(512) 472-2244
MONTANA BANK
EARNINCS DECREASE 80 PERCENT
AUSTIN, TEXAS, February 12, 1987 -- Sheshunoff ¢
Company, Inc., the nation's leading bank information and

consulting firm, today reported that combined earnings for all
Montana banks fell 80 percent to $7 million for the first nine
months of 1986 when compared with the same period last vyear.
The data was released in Sheshunoff's latest Bank Quarterly

Ratings publication.

Montana banks compared unfavorably to a national decrease in
sarnings of 4.26 percent, from 3$14.2 billion to $13.6 billion.
Montana banks ranked forty-seventh in the nation in total
earnings.

"The wide variations in earnings performance from state to
state indicate that strong local and -:gional economies go hand in
hand with high earnings, while weax economies result in higher
amounts of nonperforming loans," said Alex Sheshunoff, President
of Sheshunoff & Company, Inc.

Montana's level of nonpertorming loans as a percent of total
l[cans was 6.00 as of September 30, 1986. The state ranked
forty-eighth in the nation in nonperforming loans, with three
states having a nigher percentage. Cn a national scale,
nonperforming loans represented 2.9 percent of total loans. Only
thirteen of the twenty-seven states east of the Mississippi River
reported an increase in nonperforming loans, compared with
twenty-three states in the West.

The state with the lowest level of nonperforming loans was

e
New Hampshire with 0.91 percent, while the highest was Alaska

with 9.09 percent. Nonperforming loans include nonaccruing loans
and lcars that are 90 days past due.

Vormtana banks reported -4.2 percent ifocan growth for the first
nine mcnths of 1986, compared with a national growth rate of 2.9
percert, and 1.65 percent in net charge-offs to average loans
against tne national rate of 0.67 percent. Total assets decreased
by 1.3 percent, compared with a national increase of 2.4 percent.

One bank failed in Montana during all of 1986. In comparison,
145 banks failed nationwide during the year.

- more -



AMENDMENT TO SB 321

1. Title, line 9.

Following: "¢"

Insert: "PROVIDING FOR PAYMENT OF FEES TO DEFRAY THE
COSTS OF MEDIATION; APPROPRIATING MONEY;"

2. Page 14, line 14.

Following: line 13

Insert: "NEW SECTION. Section 2. Fees and expenses of
mediation. The department may assess and collect fees
to defray the costs of providing mediation services
under this chapter. .

NEW SECTION. Section 3. Appropriation - --
expenditure of fees authorized. (1) There is
appropriated from the general fund to the department of
agriculture the sum of $50,000 for the biennium ending
June 30, 1989, for the purpose of providing mediation
services.

(2) In addition to the appropriation contained in
subsection (2), there is appropriated to the department
of agriculture $25,000 1in available fees collected
under [section 2] for each year of the biennium. Such
fees must be applied toward the costs of providing
mediation under this act.

' NEW SECTION. Section 4. Codification

instruction. Section 2 is intended to be codified as
an integral part of Title 80, chapter 13, part 2, and
the provisions of Tltle 80, chapter 13, part 2, apply
to section 2.

Renumber: subsequent sections

GOMEZ/tpg/R:7077



AMENDMENT TO SB 142 Third reading (blue copy)
Requested by Rep. Ellison

1. Title, line 9.
Following: "PROVIDING"
Insert: "AN APPLICABILITY DATE AND"

2. Page 1, lines 14 and 15.

Following: "means" on line 14

Strike: remainder of line 14 through "15-7-202" on line
15

Insert: "real property that is principally used for the
production of livestock, poultry, field crops, fruit,
or other animal or vegetar 2 matter for food or fiber"

3. Page 1, lines 23 and 24.

Following: "LENDER," on line 23

Insert: "or"

Following: "AGENCY" on line 24

Strike: remainder of line 24 in its entirety
Insert: "that"

4. Page 2, line 1.
Strike: "OR TRUST INDENTURE"

- //K Page 4, line 21 through line 6, page 5.
/ Strike: section 5 in its entirety
Insert: "Section 5. Applicability. This act applies
to agricultural land acquired by foreclosure or by
judgment in satisfaction of debt after the effective
date of this act."
Renumber: subsequent sections

7083e.txt



AMENDMENT TO SB 142 Third reading (Blue copy)
Requested by Rep. Patterson

1. Page 2, line 10.

Following: "owner"

Insert: "if such owner has financial resources and farm
management skills and experience to assure a reasonable
prospect of success in the proposed farming operation.
The offer to sell or lease land to the immediately
preceding owner must be"

7083D.TXT



Amendment to SB 142; Third Reading - Blue Copy e
% Requested by Senator Weeding )
(g/l/ Page 2, Live 2S. ’
Following: line 24 .
Insert: "“(4) This section does not apply to foreclosed agricultural land

. if such land is ownéd by the state purstant to Montana's Enabling "Act (Act

A February 22, 1889, ch. 180, 25 Stat. 676)."~ ~— —
WWW
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