
#22 

MINUTES OF THE MEETING 
AGRICULTURE, LIVESTOCK & IRRIGATION 

50TH LEGISLATIVE SESSION 
HOUSE OF REPRESENTATIVES 

Ma r c h 2 5, 1 987 

The meeting of the Agriculture, Livestock & Irrigation 
Commi ttee was called to order by Chairman, Representative 
Duane W. Compton on March 25, 1987, at 12:30 p.m. in Room 
317 of the State Capitol. 

ROLL CALL 

All members were present except Representative Koehnke who 
was excused. 

HOUSE BILL 889 

Rep. Cal Winslow, House District #89, introduced HB 889. He 
explained that this was an attempt to address the economic 
problems of the state. The bill would take about $1 million 
out the coal trust for the purpose of investment in in 
incubators in the smaller communities and rural areas. He 
discussed the need for support services in smaller 
communities to foster industry incLlding innovative seed 
funds. He pointed out that matching funds would require 
commitment up front. Money used for marketing enhancement 
would produce diversity of products. He stated that it was 
critical to have an independent agricultural marketer 
including technical assistance through the state Department 
of Agriculture. He said this would have a positive impact 
on the state. 

PROPONENTS 

Jay Downen, representing Montana Rural Electric/Telephone 
Cooperatives, spoke in support of HB 889. He said the 
cooperative crossed the spectrum of rural Montana including 
Farmers Union, Farm Bureau and all the agricultural 
organ::...zations. He stated his enthusiasm for the bill. He 
said ~he Cooperative was involved in rural area development 
proj ec':.s including television and education services. He 
said that the Cooperative would be among the first to 
participate under Section 6 (3) in the bill whereby devises 
of money might be received. He discussed the bilJ as a 
mechanism to have contributions flow into worthy business 
marketing development. He said the bill would help the 
longterm recovery of the economy. 

Terry Murphy, President of the Montana Farmers Union, spoke 
in favor of HB 889. He stated that this was the kind of 
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recogrition and support that Montana agriculture needed to 
become ~inancially strong. He said that market growth and 
price ~_mprovement are the longterm needs for agriculture. 
See testimony, exbibit 1. He said this testimony is 
endorsed by the Montana Dairyman's As socia tion, WIFE, Kay 
Norenberg, Montana Farm Bureau, Lorna Frank, Montana Grain 
Growers, Bob Stephens, Montana CattleFeeders and Montana 
Cattleman's Association, Jo Brunner, Montana Stockgowers, 
and CattleWomen Public Lands Council. 

Kelly Holmes, Montana College Coalition, spoke in support of 
HB 889. She said the university units are affected or are 
involved in development of the bill. She explained that 
Northern Montana College has a mid-technology plan 
implemented and specializes in rural settings. She said 
that the combination of public and private resources, 
resources from the university systems, and state government 
can produce business development in the state. 

Rick Haimes, commodity futures trader in Great Falls and 
also in the grain and livestock business in the Belt area, 
spoke in support of the bill. He discussed his concerns 
about the present agricultural climate. He said that 
marketing and merchandising needed to continue in order to 
give the agricultural economy a better chance. 

OPPONENTS 

Harriet Meloy, vice chairman of Montanans for Coal Tax Trust 
Fund, spoke in opposition to HB 889. She said the first 
priority of the coal tax trust fund is preservation of the 
fund. She agreed that the money was needed for agriculture. 
She commented that some of that money could be channeled 
into wheat. She said that at this time the trust fund 
should not be violated. See testimony, EXHIBIT #2. 

Joseph Moore, representing Montana's People's Action, spoke 
in oPr?osi tion to HB 889. He said the appointment by the 
Governor of the 7 members of the Montana Agricultural 
Development Committee would not ensure broadfaced 
participation. He said the family farmers and ranchers 
would not be adequately represented. See testimony, EXHIBIT 
# 3. 

QUESTIONS FROM THE COMMITTEE 

Rep. Rapp-Svrcek asked about the appropriations for 
marketing enhancement activities on pages 8 and 9 of the 
bill. Rep. Winslow replied that future uses were not known 
in areas such as value added grains. He said this should be 
under the control of an agricultural marketing committee. 
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Rep. ,~::'.'::':1e' asked Rep. Winslow why he chose to invade the 
permar.9nt trust rather than divert funds from another 
source. Rep. Winslow answered that he felt committed to the 
need and the trust was there for investment in the future. 
He pointed out that the legislature took out $38 million of 
the trust for science and technology. He said that money 
was not going to go back into the trust. He said 
agriculture would take only $1 million of the trust. Rep. 
Corne' asked if there was a provision for return on 
investment. Rep. Winslow explained the revolving fund 
account. 

Rep. Corne' asked why only communities of less than 15,000 
would be invested in. Rep. Winslow said he wanted to make 
sure that the larger communities did not use it up. He said 
the 15,000 could be changed. 

Rep. Giacometto asked Mr. Moore about helping rural people. 
Mr. Moore replied that family farmers and ranchers would be 
more representative for the council members. 

Rep. Cody asked how the bill would relate to Wolf Point's 
flour mill. Rep. Winslow replied that the word "incubator" 
means something that will protect, develop and nurture 
business growth. He said it would encourage business 
success by giving them clerical and marketing help. 

Rep. Holliday asked if the legislation was patterned after 
another state. Rep. Winslow said that it was most closely 
patterned after Texas. Rep. Holliday asked if the farm 
economy was still referred to as deflated cash or whether 
they had a viable and sound program in the state. Rep. 
Winslow explained that this was an investment in the future. 
He said that the use of the coal tax funds was already 
commi tted to uses in high tech, business and science. He 
said an investment of $1 million out of $300 million was 
needed for agriculture. 

CLOSING 

Rep. ;·;ul.slow said the bill is based on programs from other 
states who are seeing success. He pointed out that emphasis 
has been placed on marketing. He said with a little bit of 
encouragement, help, and direction, $1 million out of $300 
million in the trust fund could bring forth some hope in the 
rural areas. He said that business is not going to come 
into Montana until people in the state are successful. 
Business follows profit. 

HOUSE BILL 10 
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Rep. ~~bb, House District 42, introduced HB 10 as an act to 
author i.ze the Montana Agricultural Loan authority to make 
direct loans to qualified agricultural operators. He said 
the bill establishes requirements for loans and appropriates 
$15 million from the coal severance tax trust fund to make 
the loans, amends two sections, and provides an effective 
date. 

Rep. Cobb explained the bill allows people in agriculture to 
get loans up to $100,000. He said loans can be made for 
equipment, improvements, and land used for agriculture which 
will go back on the tax rolls. He said the reason for the 
bill is the tremendous need for small loans up to $100,000 
for an agriculture producer. He pointed out that 
agriculture needs to be able to borrow money at lower rates. 

Rep. Cobb discussed the uses of the coal trust money and the 
reason he chose to use it in this bill. He pointed out that 
the coal trust money is invested out-of-state, in Canada to 
produce electricity which is sent to Montana to pay for. It 
is going to Detroit to make cars that come in to Montana for 
us to pay for. South Afr~sa to produce gold for us to buy 
and other states for high cech for Montana to purchase. He 
mentioned in-state investments to big organizations. He 
said the bill was intended to help small producers. 

PROPONENTS 

Jo Brunner, representing the Montana Cattle Feeders and the 
Montana Cattlemen's Association, testified in support of the 
) ill. Thi s would be a bene fi t to the agricultural 
communities in Montana. 

Kay Norenberg, representing WIFE and Montana Grain Growers, 
testified in support of HB 10. 

OPPONENTS 

John Cadby, Montana Bankers Association, representing all 
but 6 af the 168 banks in Montana, spoke in opposition to HB 
10. "-Ie pointed out that several banks have lost money 
through state lending programs. See testimony, EXHIBIT #2. 
He presented a copy of an article by Lee Cade, Montana 
Farmer Stockman, concerning government entering in the 
business area. See EXHIBIT #3. 

Mons Teigen, representing Montana Stockgrowers and Montana 
CattleWomen, spoke in opposition to the bill. He said their 
organization had its own agricultural credit committee. He 
discussed the records of the old farm loan lands that the 
state acquired. He said that folks had heart break and 
trauma trying to payoff the state. The state eventually 
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took ~"-=:!:" the land and the land is now a part of the common 
schoo 1 land. He urged the committee to not repeat that 
process. 

Harriet Meloy, vice chairman of Montanans for the Coal Tax 
Trust Fund, spoke against the bill. She said the coal tax 
trust should be kept inviolate. She pointed out the various 
bills requesting money from the fund and that it would be 
gone. She said the League of Women Voters also oppose the 
violation of the trust. 

QUESTIONS OR DISCUSSION FROM THE COMMITTEE 

Rep. Rapp-Svrcek asked about receiving assistance from the 
University System or sources determined necessary by an 
authority. Rep. Cobb explained that the assistance was more 
of a referral. He said that businesses fail because they 
don I t have manager ial exper ience or a good product. Rep. 
Rapp-Svrcek said he was concerned with the authority having 
too much power to require speci fic agricultural practices 
before they lend money. Rep. Cobb said this was not the 
intent. 

Rep. Rapp Svrcek asked for the reason for not loaning to 
non-profi t groups. Rep. Cobb replied that there was no 
reason to produce a product that could not be sold. This 
money should not be used in research or studies. He said 
that a product should be sold in order to produce additional 
wealth. 

Rep. Ellison asked John Cadby about the bad decisions by 
lending institutions. John Cadby explained that banks can 
diversify their loan portfolio thereby making their 
investments more secure, which FHA or farm credit services 
could not. He pointed out the reason the savings and loan 
industry was in trouble nationwide was that they focused all 
their illoney on the residential market. He said the ag 
industry outlook is also rather bleak. 

Rep. sllison asked if the bill should have a sunset on it or 
whether the government would help them over the crucial time 
so they would be in good enough shape for the banks to 
accept them. John Cadby replied that the banks do not think 
this is the answer. He said that conceptually this is still 
setting up a direct lending program. He pointed out that 
everybody wanted 7 percent money and they would not be able 
to supply all 23,000 farmers. 

Rep. Rapp-Svrcek asked for clarification of the 7 percent 
money since the inflation rate was 5 percent. Rep Cobb 
pointed out that the low interest loans for housing was 
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worki~g. He said that loans by the Montana Board of Housing 
is g~aranteed by the FHA or VA so there is no loss to the 
state. 

CLOSING 

Rep. Cobb closed. He pointed out that it didn't seem to be 
a problem to loan $ 6 million to the aluminum company. He 
said the banks have a lot of self interest and are unwilling 
to make capital available. He said the bill was trying to 
help small businesses. 

EXECUTIVE SESSION 

SENATE BILL 142 

Rep. Holliday moved to adopt Senate Bill 142. Rep. Cody 
seconded the motion. Rep. Jenkins moved to adopt the 
Weeding amendments EXHIBIT #4. Rep. Cody seconded the 
motion. This amendment exempted the Department of State 
Lands out of SB 142. The motion was adopted unanimously. 
Rep. Jenkins mentioned that state land leases are sometimes 
tied into mortgage rights and they should not be tied to 
this. 

Rep. Patterson moved the amendments he proposed, EXHIBIT #5. 
Rep. Cody seconded the motion. The motion was unanimously 
adopted with Rep. Koehnke absent. 

Rep. Ellison moved the amendments that tightened up some of 
the language, EXHIBIT #6. Tom Gomez explained at the 
request of Rep. Ellison the terms used: 1. Provides for a 
plain definition of agriculture property so that ag land 
means real property used for production of livestock, 
poultry, field crops, fruit, animal, or vegete~le matter for 
food or fiber. 2. Definition of holder of foreclosed 
agricultural land which eliminates ambiguous language that 
any substantially similar foreigh entity that is now 
eliminated, so the holder or forecloser of agricultural land 
now :neans a national or state chartered bank, a mutual or 
stock insurance compnay, a mortgage company or farm credit 
system lender or a state or federal agency that has acquired 
the right to dispose of agricultural land, etc. 3. Concern 
of the bank - that it was unclear as to how this act would 
apply to land or foreclosure of a property. The effective 
date until now has an applicability provision that says the 
act applies to agricultural land acquired by foreclosure or 
by judgment after the effective date of the act. This act 
is effective upon passage and approval. 

Rep. Rapp-Svrcek seconded this motion. Rep. Cody questioned 
the trust indenture. Tom Gomez explained that it did not 
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add3.'~-.'':.~ing to the bill. 
was -c' '- ~mina ted, EXHIBIT 
unanl:-:-='~:sly . 

He said for simplicity the term 
#3. The motion was adopted 

Rep. Ellison made a substitute motion SB 142 BE NOT 
CONCURRED IN AS AMENDED. He said that even with that 
amendment, the banks are more liable to lawsuits. He 
pointed out the banks can turn somebody down because they 
do not think they have a reasonable chance to succeed and 
that leaves them automatically open to a lawsuit. 

Rep. Giacometto seconded the motion. He said he was a 
staunch supporter of land owner rights. He said the way the 
bill is wr i t ten leaves it open for misuse. He said this 
would hurt agriculture in the long run. 

Rep. Keller made a substitute motion to Table SB 142. Rep. 
Hanson seconded the motion. A roll/ call vote was taken. 
The motion failed with an 8-8 vote. 

Rep. Rapp-Svrcek made a substitute motion that SB 142 BE 
CONCURRED IN AS AMENDED. Rep. Corne seconded. The motion 
failed with an 8-8 voice vote with Reps. Bachini, Cody, 
Corne I, DeMars, Hanson Holliday, Poff, Rapp-Svrcek voting 
No; and Reps. Ellison, Campbell, Giacometto, Keller, 
Patterson, Hayne, Jenkins and Compto:'1 voting yes. Motion 
was tied. Rep. Ellison advised that a bill cannot corne out 
of a committee without a positive vote so this left SB 142 
in limbo. 

ADJOURNMENT 

There being no further business before the committee the 
meeting was adjourned at 2:20 p.m. 

Rep. Duane W. Compton, 
Chairman 
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50th Legislature LC1831 

STATEMENT OF INTENT 

A statement of intent is required for this bill because it 
directs the Montana Agriculture Development Council created by 
the bill to adopt administrative rules to implement and 
administer the various agricultural investment and market 
enhancement programs established by the bill. 

The breadth and complexity of these program necessitates 
that the council have broad latitude in developing criteria, 
requirements, and procedures for carrying out this mandate. The 
legislature contemplates, however, that the council would, among 
other things: 

(1) establish procedures for the conduct of council 
business; 

(2) provide for agricultural investments that will: 
(a) stimulate applied agricultural research and product 

development; 
(b) transfer new technology and provide technical 

assistance to business and industry; and 
(c) furnish "seed" funds which provide leverage for the 

investment of private capital in new agricultural enterprises; 
(3) provide for the protection of the confidentiality of 

trade secrets and business and financial information relating to 
applicants for investments; 

(4) establish eligibility and selection criteria for 
agricultural investments; 

(5) establish matching funding requirements for various 
types of investments; and 

1£) provide for the enhancement and development of both 
foreign and domestic markets for current and new agricultural 
products. 

~ 
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AMENDMENT TO HE 889 

Requested by Rep. Rapp-Svrcek 

1. Page 9, line 9. 
Following: line 8 
Insert: "NEW SECTION. Section 15. Repayment to coal 
tax trust fund required. The Montana agriculture 
development cour'il shall repay $1 million to the coal 
severance tax tr~st fund, without computation of 
interest, within 20 years after the effective date of 
this act." 
Renumber: subsequent sections 



AMENDMENT TO HB 889 

Requested by Rep. Rapp-Svrcek 

1. Page 9, line 9. 
\ Following: line 8 
I Insert: "NEW SECTION. Section 15. Repayment to coal 
) tax trust fund required. The Montana agriculture 
< development council shall repay $1 million to the coal 
/ severance tax trust fund, without computation of 

interest, within 20 years after the effective date of 
! this act." -- . 
\ Renumber: subsequent sections 
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Mr. Chairman & members of the Com~ttee: 

~y name is Terry l4urphy. I am President of 

{fe are appea ring today in favor of HB 889. ~epresentative Winslow has 

here a bill that is a real winner in my opinion. This is the kind ot 

recognition and support that Montana Agriculture reall7 needs to become 

financially strong again. Market growth and price improvement are the 

long-term. needs of our agriculture. Those things are far more important 

than tax relief, credit, legal help, or most anything else. Certainl.y 

those other things have an immediate importance, but HB 889 looks to the 

future. HB 889 gets right down to where the rubber meets the road, as 

so:ne would say. As part of this Legislature! s dealings with the whole 

business climate, you need to deal long-ter.c with the agricultural cli-

mate because it is the foundation of so many of the other businesses we 

rely on in the state. 

I believe this is the first time I have officially appeared before a 

committee to endorse a direct appropriation from the Coal Tax Trust Fund. 

";ie believe the situation and the times justify it. I was a member of the 

Legislature when the trust was created and have been a real guardian of 

it. But it was created for a purpose, which was to have some money when 

future needs were overwhelming. This bill is a very legitimate use of 

the fraction of 1% of the Trust that it asks for. 

Section 1 of the bill is key. The council to direct the program is a 

crucial part of the concept. This would use the machinery of State Gov-

ernment to serve the progrsm's needs instead of alloydng the tendency 

which sometimes happens, of a program becoming lost in the bureaucracy. 

Let' measure the investment in terms of potential return: If Montana 

wheat, in any given year, gained 1 cent per bushel in average return, 

you're talking about more than 1 million dollars of income added to the 

Montana economy. In beef cattle if we were increasing markets in the 

Orient, as this bill envisions, an average demand increase translating 
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to $1 per head better average returns would mean over $1 million of income 

to the hlontana economy. I believe we can actually do far better than 
.'. 

that over ~he next few years. If so, your authorization of the $1 mil1-

ion this bill asks for will be one of the best investment decisions of 

all time. 

;'ie sincerely urge passage and approval of HB 889. Thank you. 
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50th Legislature 

STATEMENT OF INTENT 

H Bill No. / [) 

LC 1828 

House Bill No. /0 requires a statement of intent because 

section 2(4), section 5(2), and section 9 require the Montana 

agricultural loan authority (MALA) to adopt rules implementing 

the direct agricultural loan program provided for in the act. 

It is intent of the legislature that MALA adopt rules for 

the orderly handling and processing of loan applications under 

the authority granted in this act to make direct loans for 

agricultural operations. MALA may establish and charge fees and 

interest sufficient to cover loan program administrative costs, 

funding of a loan loss reserve, and annual payment of the amount 

required by section 11(3). 

It is intended that MALA will have wide latitude in 

establishing eligibility and selection criteria for making 

loans, subject to the requirements of the act. MALA shall at 

all times apply prudent lending practices to ensure financially 

viable loans and may establish debt-to-asset limitations or 

equity limitations to ensure availability of loans to persons 

who may otherwise be unable to obtain financing. 

E:\sofi\lc1828.txt/hm 



HE-IO TESTHlONY 

By John T. Cadby 
Executive Vice President 

Montana Bankers Association 

Good afterncon Mr. Chairman and members of the Committee. I 

am John Cadby, Executive Vice President, Hontana Bankers 

Association. we represent all but 6 of the 168 banks in Montana. 

We had 169 banks, but lost Fromberg last week due to poor 

management agg ravated by bad ag loans, according to the Fede ral 

Comptroller of the Currency.l 

The situation today is reminiscent of the 1920's. Commodity 

prices and land values were falling, and thousands of farmers Vlho 

had gone into debt during good times faced bankruptcy. In 

Minnesota, the legislature responded with a $70 million bonding 

program. Over the next 40 years the state spent millions more to 

cover defaults and to further subsidize failing loans. 

Eventually, it foreclosed on thousands of fa::mers. Minnesota's 

obligations weren't paid off until the mid 1960's, at a total 

cost of more than $500 million. Today Minnesota has a beginning 

farmers program which, due to defaults on the loans, has created 

a state lia~ility of $60 rnillion. 2 

Last !e2~ the Spokane Farm Credit District lost $294 million 

and had nc~ =erforming loans of $804 million. Just the year 

before thev ~nly had $248 million in non-performing loans. 

According to Kenneth Krueger, President, "Hontana is the most 

financially ailing of the states (Washington, Oregon, Idaho, 

Montana and Alaska)." 3 Nationally, the Farm Credit System is 

broke and billions of taxpayers monies will be appropriated by 

Congress to bail it out. 

1 



Even tte Far~ers Horne Administration can't wait to get out 

of the dire~t lending business. "The federal lender of last 

resort is s~~~ching from direct loans to a guaranteed program," 

said Joe Eoyd, Montana's Director of the FmHA.4 

$15 million will provide 150 loans of $100,000 each. ~hat 

about the other 23,000 farli1s in Eontana? viho is going to pick 

which farmer gets a loan? and, at what interest rate? 

Some farmers would be best served by selling off assets, 

r en t ing instead of buying 1 and, or getting out of farming. In 

those cases, financial counseling or job training is more 

effective than more credit. 

sect ion 9, Page 8 allow:.:. the state to be sued. 1f!e would 

suggest you support passage of HB-592, a bill to abolish bad 

faith law suits because we guarantee you attempts to collect the 

loans will likely result in multi-million collar suits against 

the state for acting in bad faith. 

Why on earth would the state of Mcntana want to use coal tax 

funds desperately needed to balance tte st2te bueget to make 2g 

loans which may never be repaid? Montana, like Minnesota, tried 

this experiment in the 20's and took a bath. The attached 

article notes it took until 1953 for the Legislature to repay 

$4.2 million plus interest lost to the state school fund and 

repeal the law initially sponsored by the "Peoples Power League." 

As Joe Reber asks, "Shall we do it again?" 

(lpillings Gazette, March 20, 1987) 

(2Minneapolis Star & Tribune, Opinion, Mar, 1986) 

(3Great Falls Tribune, Feb. 24, 1987) 

(4Article in Great Falls Tribune, Jan. 25, 1987) 

2 
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September 1982 - Big Sky Banker 

By Joseph Reber 

History has a way of repeating itself and so it does in 
~lontana from time to time. Although Initiative No. 95, 
The Economic Development Initiative, is aimed at business 
deveiopmem rather than farms, and does not allow direct 

., loans by the Stlte, 1 parallel can be drawn between the 
two. 

In. 1914 an organization called the Peoples Power League 
;:;roposed an initiative to use Common School Funds to 

.. provide Farm :'vlortgages at six per cent to ~10ntana 
farmers. The reason for the Initiative was "to bring down 
1igh interest rates." The Initiative passed by a large major-

~ty of the voters but immediately got into legal problems 
and parts of the Initiative were declared unconstitutional 
in 1916. However, :he 191i Legislative Session corrected 
that portion of the Act the Supreme Court objected to and 

., finally the law permitted the State Board of Land Commis­
sioners to invest common school and other permanent 
state educational funds in first mortgages on "good, im­
proved farm land" in :he State of Montana, among other 

.. things. 

On January 1, 192i, records show that the amount of 
S4,5i4,+B.56 was invested in farm mortgages. During the 

.. depression period and adverse years from 1929 to 1935 
most of these loans became J.dinquent and the lands cov-' 
ered were either foreclosed or 'luitclaimed to the state by 
the owners. On January:. ;935, the records show that 

.. lands covered by loans to :r.e ~xtent of $4,250,625.95 had 
reverted to the State of .\!cnl:lna. 

The State Board of LlIld Commissioners over the years 
.. did a remarkable job in acministering these lands. All of 

the income from these LHm iO::lns was placed in a sinking 
fund and transfers were rTlade to and applied to the origi­
nal investment and reiJ~id to the Common School Perma-

.. nent Fund. There are conflicting figures as to the amount 
of acreage reverting to the State by foreclosure and quit 
claim deeds but it is somewhere between 350,000 and 
450,000 acres . .. 

-

In the report to the Legislature by the Commissioner 0 f 
State Lands and Investments on June 30, 1930, the report 
said, "It is rather a sad commentary on the State's farm 
loan business that of all the twenty four or twenty five hun­
dred loans originally made, there are only 127 remaining in 
their original form and not delinquent one year or more." 
The Commissioner also called attention to the fact ":hat 
the State was compelled to pay taxes to protect it's title to 
the lands given as security." The total taxes paid amounted 
to $546,258.99 from June 30,1922 thru June 30, 1930. The 
unpaid principle }s of that date was $4,301,561.94. Delin­
quent interest WJS not included in this balance but was 
estimated to be S9i5,OOO.OO. "It must be admitted," the 
Commissioner's report went on to say, "that these invest-, 
rnents do not constitute a satisfactory investment from the' 
Public School Funds of the State." 

Under the provisions of the State Constitution, the Pub­
lic School Fund is guaranteed by the State itself againsl 
"loss or diversion" :lnd so the Legislature f2.ced liD :0 ::'i5 
problem in the Session Laws of 1953 enacting legislatio:1 
requiring the State of Montana to repay to the public 
school fund the sum of S4,250,626.95 plus ail the interest 
payments lost to said public school permanent fund by rea­
son of failure of farm mortgage loans. 

The 1917 Session Laws (Chapter 124) permitting tile 
lending of common school funds for farm mortgages was 
repealed by the 1933 Session Laws (Chapter 139) and it 
took until 1953 for final liquidation of the farm loan ac­
count. 

The original idea set forth by the "PeoDles Power 
League" was undoubtedly political, had some merit and 
was an honest and sincere effort to help the farmer, C'..lt 

history shows it didn't work. It took forty years to clean up 
the mistake and nobody today can compile the rca I losses 
to the people of Montana. The question is, "Shall we jo i: 
again." Only the peopie can decide.O 
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By L •• Cad. 

THERE IS A continuing push to 
involve government in more and 
more aspects of our economy, A 
good example is now before the 
Montana legislature - Senate 
Bi!l 163 - which would create an 
agricultural loan authority to 
provide loans to beginning (arm­
ers (or land purchases, 

Answers aren't as simple as 
just passing a law and living hap­
pily ever after, Sometimes laws 
backfire, and this one likely will 
too, There are several reasons 
why it could be bad medicine for 
Montana agriculture, 

If the law actually does plug in 
an economic advantage for the 
participants it will be reflected 
in the price of land, When the 
price of wheat goes up, or the 
price of cattle goes up, the price 
of land goes with it. Thus, what­
ever advantage is rdlected in de­
mand is sure to be reflected '" a 
higher rrice. 

Perhaps the worst part of :;,.!,..!> 

<In effort is that il could ea.::Hly . 
make it more difficult (or \.~,~ 

non-participators in thE' progrlm 
to get into farming, If an f!'1l­

nomic advantage is reflected III d 

higher price for land, all row.v 
farmers will have to pay thr.t 
higher price, If that is the C3'"C, 

the bill will be counter-pro(\'Jc­
tive. There is plenty of reason ill 

believe that most or all efforts by 
government to alter the law nf 
supply and demand are counter· 
productive, If this bill increases 
the demand (makes it easier to 
buy), the price is sure to go up for 
everyone. A,nd then it's back to 
the drawing board to figure out 
why aDd probably more 
remedies that won't work, 

March 5, 1981 

Saskatchewan has a program 
to help young people get into , 
farming, It is called the Land­
Bank program (Montana 
Farmer-Stockman, Nov, 6, 1980), 
The author's impression of it is 
that it involved a whole lot more 
of hope than good judgment. 
Here are a few of the indicators: 

When the program started 
about eight years ago, land was 
$50 an acre; now it is $250. When 
the program started, $10 million 
would do quite a bit. Now the 
program has $25 million to work 
with and it does quite a bit less. 
The program has locked 
Saskatchewan into a long-term 
commitment that will he ex­
tremely difficult to back out of it 
if it is decided that it isn't work­
ing, 

But when such programs don't 
work. the lenden('y IS lo muke 
unlendmenls Which make mat­
lcrs worsc. 
~he program sounded so good 

In Suskatchcwan, and it sounded 
so good in Montana, that it has to 
go in the same basket with 
motherhood and apple pie. Ev­
eryone has Lo love young farm­
ers. But getting complicated and 
burdensome government in­
volved in helping young farmers 
Isn'l being helpful; it's an ex­
ercise, in self-deception. 

Our economy is already com­
plicated enough. and we should 
be working toward fewer obliga­
tions ,,?,f government, not more. 
Furthermore, the private sector 
is tOOled up to service that mar­
k~t ,1nd if it is difficult for farm­
ers to get into farming, the basic 
p:'~hlem should be examined and 
addressed. What such a new law 
..... ')u!d do is ignore basic prob­
It inS. and cover it up with an in­
Cected band-aid. 
Th~re is another reason for re­

je~·t Hog SB 163, Expectations are 
alw::) yS higher than what govern­
nl.'1~ can produce. A few years in 
th(' haure. the expectations will 
be b'Ick with a sad story asking 
for more and more. Gradually 
gover~ment will have a bigger 
and bigger responsibility, further 
complicating tht' economic scene 
Cor farmers and lendin~ institu­
lions, 

~~. /~Y:;Q S, ., <t~1 

Hl! ~.q- ~ CA' 
W4~~~1I0 

We have had plenty of lessons 
in the federal (arm program. bul 
it hasn't sunk in very well -
acreage allotments, set-aside, 
price supports, reserves, credit 
for this and deducts for that. 

Sooner or later such endeavors 
get political. We have seen it on 
the federal level, and it has to 
happen with such an effort on the 
state level. When that happens, 
economic good sense goes out the 
window in favor of nonsense. And 
that is what Senate Bill 163 is -
economic nonsense. 

*** 
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Amendment to S8 142; Third Reading - Blue Copy 
Requested by Senator Weeding 

1. Page 2. 
Following: line 24 
Insert: "(4) This section does not apply to foreclosed 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)." 

.. 



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 tc 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 
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AMENDMENT TO SE 142 Third reading (blue copy) 

<hJ'-:¥ -'<O£'7t · 
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 vegetable 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" 

5. 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 
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WITNESS STATEMENT , 

NAME\,A~#"Cc7hd~ BILL NOo##/:;'1 
ADDRESS I~.j~ 1/- y"'7l· . DATE \.3fo~-/:PA 

__ ..---/l -- ~ 7. I 
WHOM DO YOU REPRESE~~M~.e/7?~ ?;?"~~~?c-~r-

?/ ~.:e. ~ 
SUPPORT OPPOSE f/ AMEND I 
PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

'!! 
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i 
I 
~ 
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WITNESS STATEMENT 

/' 

BILL NO]-l· {3. ~7? ( 
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SUPPORT _______ _ "V AMEND ___ _ OPPOSE ...,C::::.. 

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 

'. 
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BILL NO. 

SPONSOR 

_____________________________ t- ________________________ 1--------- -------
NAME (please print) RESIDENCE SUPPORT OPPOSE 

;JOffp<! CilQiSY' ;:t(-r~~~ /JffCy- X_ 
;' Lf~1t I ~~ - '" ;;0(?~-C K /-J:)~id #-~ -. ~ ~~?/'" (' ~ r;:; / '" 7 ./ 

I... ./-Z4 77 L/" III t/ fI:t --:7 ~._l __ .'/"l" 
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./ I -. I 

~ k a<, IZ tIC e~-rL--;£--'--, 4)/ F£ 
y I (J If" 

I 

" 
, 

IF YOU CARE TO WRITE COMMENTS, ASK SECRETARY FOR WITNESS STATEMENT FORM 

PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY. 
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