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House Bill 640
In The House

4, 1981 Introduced and referred
to Committee on Agriculture.

6, 1981 Figscal note requested.

11, 1981 Fiscal note returned.

20, 1981 Committee recommend bill
do pass as amended.

21, 1981 Bill printed and placed
on members' desks.

23, 1981 Second reading do pass.

25, 1981 On motion rules suspended
and bill placed on thrid
reading this day.

Third reading passed.
In The Senate

1981 Introduced and referred
to Committee on Taxation.

1981 On motion taken from Committee
on Taxation and referred to
second reading this legislative
day. Motion adopted.

Second reading pass
consideration.

1981 On motion taken from second

reading and referred to
Committee on Taxation. Motion
adopted.

1981 Died in Committee.



47th Legislature LC 1156/01 LC 1156701

1 —IQUSE . BILL NO. 640 ' 1 costs of land and equipment and the need to operate
2 INTRODUCED BY M /"“"“‘:Z;"‘N y/(l;uu( C"“‘AA‘L 2 efficientlys the capital requirements for farming and
3 3 ranching in the state have increased substantially sc that
4 A 2ILL FOR AN ACT ENTITLED:  ™AN ACT PROVIDING  FOR 4 there is a need to make financial assistance available to
5 ASSISTANCE TO FARMERSs RANCHEZRSs AND BUSINESSMEN ENGAGED IN 5 young and beginning farmers and ranchers at lower than
&6 AGRICULTURAL ALTIVITIES 5Y ESTABLISHING THE MONTANA 6 conventional interest rates to enable them to acquires
7 AGRICULTURAL DEVEELGPMENT BOARD; AUTHORIZING THE ISSUANCE OF 7 upgrades and modernize their lands livestocks and equipment
8 REVENUE BONDS FOR ACQUISITION OF  AGRICULTURAL  LAND, Y and increase the use of irrigation systems tc reduce the
3 LIVESTCCKe SUILDINGSs OR IMPROVEMENTS; PROVIDING CERTAIN 9 risks of adverse weather conditionse
19 INCO¥E TAX INCENTIVES TO INDIVIDUALS WHO SELL  DOR  RENT 10 MEW_SECTIONs Section 3. Definitionse In [sections 1
11 AGRICULTURAL LANG TO BEGINNING FARMERS; AMENDING SECTION 11 through 21}, unless the context requires otherwises the
1z 15-30-121+ MCA."™ 12 following definitions apply:

13 13 {1) “"Agricultural Jand™ means land suitable for use in
14 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 14 farming and ranching and includes improvements to land that
15 NEd_SECTION. Section ls 3Short title. [Sections 1 15 make it suitable for irrigation or cultivation.

is through 21} may be cited 25 the "Montana Farm Preservation 16 {2) "agricultural improvements® reans any
17 Act of 1981%. 17 improvementss buildingsy structuress irrigations farmings or
18 JdEW _SECTICNe Section 2e Purposes The Tegislature 18 ranching equipment and livestock suitable for use in farming
19 finds and declares that agriculture is and will continue to i3 and ranching that are located on or used in connection with
26 be the leading industry in the state and that the long-terw 20 agricultural lande

21 future of the state is best servad by promoting stables 21 {(3) ™Board" means the Montana agricultural development
22 healthy economic conditions for agriculturce The Montana 22 board established in [section 4]e

23 constitutione in Article XIIs section 1y charges the 23 {4} ™Bonds™ means bonds or notes issued by the board
24 Tesisizture with protectinge eanhancings 2nd developing 24 pursuant to [sections 1 through 21}e
25 Montana agriculturee B3Because of the continuing increases in 25 {5) ¥ioan™ wmeans a mortgage or secured loan for the

INTRODUCED BILL
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purchases acquisitiony improvementy or rehabilitation of
agricultural land or agricultural improvementse

{6) "iending institution® means any public or private
entity or governmental agency approved by the board that
maintains an office in this state and is authorized by law
to make or participate in making mortgage 1locans in the
state.

(7) "Hortgage™ means a mortgage deedy deed of trusts
or other instrument that constitutes a valid lien on real

property in fee simple or on a leasehold under a lease

having a remaining term at the time the mortgage is acquired’

which does not expire for at 1least that number of vyears
beyond the maturity date of the cbliugation secured by the
mortgage established by the board as necessary to protect
its interest as mortgagees

{8} ™Mortgage loan"™ means an interest-bearing
obligation secured by a mortgage on land and improvements in
the statee

{9} "Secured loan®™ means a financial obligation
secured by a chattel mortgages security agreements or other
instrument creating a lien on an interest in depreciable
personal propertye

{19) "State agency"” means any boarde commiSsions
departments public officers or other agency or authority of

the statee.
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KBEMW_SECTIONe Section 4. Agricultural develogmant
board -— allocation —— composition -— quasi-judiciale (1)
There is an agricultural development boarde

(2) The board consists of seven members appointed by
the governor as provided in 2-15-124. The commissioner cof
agriculture is an ex officioy voting member and the
remaining members shall be informed and experienced in
ranchings farmings economicsy or financees

{3} The board is designated a quasi—judicial board for
purposes of 2-15-~124e

{4) The board is allocated +to the department of
administration for administrative purposes only as provided
in 2-15-121a.

{(5) A member of the board may not be considered to
have a2 conflict of interest under the provisions of 2-2-201
merely because the member {s a stcckholdery officers or
employee of 2 lending institution that may participate in
the board®'s programse

{6) The administrator and staff of the board of
housing provided for in 2-15-1008(¢6) shall serves
respectivelyy as administrator and staff to the boarda.

NEW SECTION. Section Se General! powers and duties of
the boarde {1) The board shall exercise diligence and care
in seltection of projects to receive its assistance and shall

apply customary and acceptable business and lending

_4-
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standards in selection and subsequent implementation of the
projectse

{2) The board may:

(8) sue and be sued;

{b) have a seal;

{c}y =adopt all procedural and substantive rules
necessary for the administration of [sections 1 through 21 Js
including rules concerning its mortgagesy <constructions and
temporary lending programs and maximum net worth standards
for individuals eligible to participate in the prodraess
pursuant to [sections 1 through 2173

{d) make contractse agreementss and other instruments
necessary or convenient for the exercise of its powers under
fsections 1 through 21];

(e) enter into agreements or other transactions with
any TfTederaly states or 1local govermmental agencys any
perscnss  and any domestic or foreign partnershipe
corporations associations or organization in carrying out
[sections 1 through 2113

{(f) enter into agreements cr other +transactions with
and accept grants and the cooperation of any governmental
agency in furtherance of [secticons 1 through 2113

{g) delegate primary responsibility for determination
and implementation of its projects to any federal

governmental agency that assumes any obligation to repay the
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loane either directly or by insurance or gquarantee;

(h) accept servicess appropriationss Qiftss grantse
bequestsy and devises and wutilize or dispose of them in
carrying out [sections 1 through 21];

{i) acquire real or personal property or any righte
interesty or easement therein by gifte purchasey transfers
foreclosurey leases or otherwise; holde sells assigne leases
encumbers mortgagesy or otherwise disposa thereof; holds
selly assiynsy orF otherwise dispcse of any mortgage or loan
owned by the board or in its contrel or custody; release or
retinquish any rights titles claims interests easements or
demandy however acquiredy incliudinmg any equity or right of
redemption; do any of the foregoing by public or private
saley with or without public bidding; commence any action to
protect or enforce any right conferred upon it by any lawse
rortgages contracts or other agreement; bid for and purchase
property at any foreclosure or other sale or acquire or take
possession of it in lieu of foreclosura; and cperates
manajes leases dispose of, and otherwise deal witn such
property in any manner necessary or desirable to protect the
board's interests and the holders of its bonds or notes and
consistent with any agreement with such holders;

{J) servicey contracts and pay for the servicing of
loans;

{k) invest any funds not required for immediate uses

HB &40
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subject tc any agreements with its bondholders and
noteholderss as preovided in Title 17+ chapter 6y except that
all investment income from funds of the board less the cost
for investment as prescribed by taw shall be deposited in
the agricuitural account established in [section 6];

{1} consenty whenever it considers it necessarys to
the modification of the rate of interesty times and payment
of any installment of principal or interesty securitye or
any other terw of any contractes mortgages mortgage loans
mortgage Toan commitment, equipment or livestock lcany or
agreement of any kinds subject to any agreement with
bondhclders and noteholderss

{m) collect reasonable interesty feesy and charges in
connection with wmaking and servicing its Tloanss notess
bondse commitmantsy and other evidences of indebtedness;

{n) procure insurance against any loss in cennection
Wwith its loanss mortgagess mortgage loans and other assets
or property in amounts and from insurers as the board
considers desirable or necessary; and

{0) issue notes and bonds and replace losty destroyeds
or mutilated notes and bondse

NEM. SECII{Ng Section 6« Accounts of the' boarde (1)
There 1is an agricultural! account in the bonds proceeds and
insurance clearance fund provided for iIn 17-2-102(6)e Al1l

funds from the proceeds of bonds issued under the provisions

_T—

Y

+

- [ B}

=43

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

LC 1i56/01

of [sections 1 through 21}y feess apnd other money received
by the boardsy money appropriated by the legislature for the
use of the board in carrying out the provisions of [sections
I through 21jy and money made available from any other
scurce for the use of the board shall be deposited in the
agricultural account except where otherwise provided by law
and except as necessary to maintain the capital reserve and
revolving accountse Al1 funds deposited in the agriculturail
account are continuously appropriated to and may be expended
by the board for the purposes authorized in [sections 1
through 2173«

[2) There is a capital reserve account in the sinking
fund preovided for in 17-2-102{3). The capital reserve
account consists of the aggregate of monesy retsined by the
board under existing agreements with bondholders as the
minimum capital reserve requirement as described in $0-6-119
for esach bond issue sold by the boarde

{(3) There is a revolving account in the revolving fund
provided for in 17-2-102(7)e ¥unds appropriated by the
legislature for use of the board in payment of expenses
incurred in carrying out the provisions of [sections 1
through 21] shall be deposited in the revolving accounte
Funds expended by the board under this subsection shall be
repaid by the board into the revolving account from the fees

and charges collected under the provisions of [sections 1

-8~
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through 21] and from any other money av3ilable for such
repayment in accordance with [secticns 1 tarcugh 213

KEN_SECIIONe Section Te Financing programs of the
boarde The board mays:

(1) wmake loans to lending institutions under terms and
conditions adopted by the board requiring the proceeds to be
used by the lending institution for the m3king of loans for
agricultural land and improvements in the state for persons
residing in the state;

{2) invest ine purchase or make commitments to
purchases and take assignments from lending institutions of
notessy mortgagess and cther securities for the acquisitions
censtructiony rehabititations or purchase of agricultural
land and improvements in this states under terms and
conditions adopted by the board;

{Z) makes undertake caommitwents to makay and
participate in the making of loans to persons residing in
tihe state for agricultural land and improvements when the
bocard determines that loans are not otherwise available,
wholly or in parts from private 1lenders upon reasonably
zouivalent terms and conditionsSe

NEW_SECTIONe Section Be Certain restrictions on
1oanses The board wmay finance loans for sgricultural land or
irorovements under [sections 1 through 21] only when the

board finds that:
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{1) private enterprise has not provided sufficient
financing for agricultural 1and and improvements on terms
sufficiently attractive to induce borrowers to proceed; and

(2} the purchases acquisitions improvements or
rehabilitation of the agricultural tand or improvement will
be in the public intereste.

NEMW SECTIQONg Section 9« General provisions -
limitations -- bonds and notese (1) The board may by
resolutiony frowm time to times issue negotiable notes and
bends in a principal amount as the board determines
necessary to provide sufficient funds for achieving any of
its purposesy inclucding the payment of interest on notes and
bonds of the boardes establishment of res2rves to secure the
notes and bondss and all other expenditures of the board
incident to and necessary or convenient to carry out
fsections 1 through 21].

{2) The board may by resclutiony from time to times
issue notes to renew notes anc bonds to pay notess including
interesty and whenever it considers refunding expedients
refund any bDonds by the issuance of new bondss whether the
bonds te be refunded have or have not maturedy and issue
bonds partly to refund bonds outstanding and partly for any
of its other purgoses.

(3) Except as otherwise expressly provided by

resolution of the boards every issue of its notes and bonds

HIBEHO



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

LC 1156/01

shall be obligations of the board payable out of any
revenuesy assetsy or money of the boards subject only to
agreements with the holders of particular notes or bonds
pledging particular revepuesy assetsy OF mWoneyes

{4} The notes and bonds shall be authorized by
resolutions of the boarde shal¥ bear a dates and shall
mature at times as the resolutions provides A note may not
mature more than 10 years and a bond may not mature more
than 40 vyears from the date of its issue. The bonds may be
issued as serial bonds payable in annual installments or as
term bonds or as a combination thereof. Notes and bonds
shall bear interest at a rate or ratasy be in denominationss
be in a forme either coupon or registeredy carry
registration privilegesy be executed in a mannere be payable
in a medium of payments at places within or without the
statey and be subject to terms of redemption as provided in
resolutions of the boards. The notes and bonds of the board
may be sold at a public or private sale at prices that may
be above or below pare

(5) The total amount of notes and bonds ocutstanding at
any one times except a note or bond as tc which the board®s
obligation has been satisfied and discharged by refunding or
for which reserve for payment or other means of payment have
been otherwise provideds may not exceed $100 millione

NEW _SECTION. Section 10e Provision of bond
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resolutionse A resclution authorizing any notes cr bonds or
any issue thereof may contain provisions that shall bte =&
part of the contract or contracts with the holders thereof
relating to:

(1} pledging all or any part of the revenues or
property of the board to secure the payment of the notes or
bonds or any issue thereofe subject to existing agreements
with noteholders or bondholders;

{2) pledging all or any part of the assets of the
boarde including Toans and mortgagessy to secure the payment
of notes or bonds or any issue thereofs subject to existing
agreements with noteholders or bondholders;

{3) the use and disposition of the gross income from
loans and mortgages owned by the board and payment of
principal of mortgages owned by the board:

{4) the setting aside of reserves of siﬁking funds in
the hands of trusteess paying agentsy and other depositories
and the regulation and disposition thereof;

{5) limitations on the purpose to which the proceeds
of sale of notes or bonds may be applied and the pledge of
the proceeds to secure the payment of the notes or bonds or
any issue thereof;

{6) 1limitations on the issuance of additional notes or
bondse the terms upon which additional notes or bonds may be

issued and secureds and the refunding of outstanding notes

-12~
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or bonds;

{(7) the procedures if anys by which the terms of any
contract with noteholders or bondholders may be amended or
abrogated, the amount of notes or bonds the holders of which
must consent theretos and the manner in which such consent
may be given;

{8} a commitment to employ adequate and competent
personnel at reasonable compensationy salariess feesy and
charges as determined by the board in conjunction with the
department of administration and tc wmaintain suitablz
facilities and services for the purpose of carrying cut its
pregrams;

{9) wvesting in a trustee propertys rightss powersy and
duties in trust as the board determines;

(10) defining the acts or omissions to act that
constitute a default in the obligations and duties of the
board to the hotders of the notes or bonds and providing for
the rights and remedies of the holders of the notes or bonds
in the event of such defaulty inciuding as a matter of right
the appointment of a receivere. Rights and remedies may not
be inconsistent with the laws of the state and the other
provisions of [sections 1 through 2113 and

{11) any other matters of like or different character
that in any way affect the security or protection of the

hotders of the notes or bondse
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NEM_SECTI0ONe Section lle Validity of pledges. A pledge
made by the board is valid and binding from the time the
pledge is madee The revenuess moneys or property pledged and
thereafter received by the board shall immediately be
subject to the 1lien of the pledge without any physical
delivery thereof or further acte The 1lien of any pledge
shall be walid and binding against all parties having ctaims
of any kind in tortes contracts or otherwise against the
boarde irrespective of whether such parties have notice
theraofs Neither the resolution nor any other instrument by
which 2 pledge is created need be recordeds

NEH _SECTIONe Section 12. Personal liabilitye The
board members and employees of the state involved in the
administration of [sections 1 through 21} are not personally
Tiable or accountable by reason of the issuance of any bond
~r note issued by the board.

BEW _SECTIUNe. Section 13. Purchase of notes and bonds
--— cancellaticne The boardes subject to existing agreements
with noteholders or bondholderss mays out of any funds
available for that reasons purchase notes or bonds of the
boards which shall thereupon be canceleds at a price not
exceeding:

{1} the current redemption price plus accrued interest
to the next interest payment thereons if the notes or bonds

are then redeemable; or
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{2} the redemption price applicable on the first date
after th2 purchase upon which the notes or bonds become
subject to redemption plus accrued interest to that dates if
the notes or bonds are neot then redeemables

NEMW_SECTIONs Section 14e Trust indenture. (1} In the
discretion of the boardes bonds may be secured by a trust
indenture between the board and a corporate trustees which
may be a trust company cor bank having the power of a trust
company within or without the statee. A trust indenture may
contain provisions for protecting and enforcing the rights
and remedies of the bondholders that are reasonable and
proper and not in violation of Jlaws including covenants
setting forth the duties of the board in relation to the
exercise of its powers and the custod}. safeguardings and
application of all moneys The board may provide by a trust
indenture for the payment of the proceeds of the bonds and
the revenues to the trustee under the trust indenture of
another depository and for the method of gisbursementy with
safeguards and restrictions it considers necessarye.

{2) A1l expenditures incurred in carrying out a trust
indenture may be treated as part of the operating
expenditures of the boards

NEW _SELTIONs Section 1S5« fegotiability of bondse
Notes and bonds issued by the board are negotiable

instruments under the Uniform Commercial Codes subject only
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to the provisions for registration of notes anc bondse

NEW SECTIONs Section lfe Signatures of board memberss
In case any of the board members whose signatures appear on
notes or bonds or coupons cease to be members before the
delivery of the notes or bondsy their signatures shalle
neverthelessy be valid and sufficient for all purposess the
same as if the members had remained in office until
delivery.

HEW SECTIONg Section 17 Refunding obligationse (1)
The board may provide for the issuance of refunding
obligations for refunding any obligations then outstanding
that have been issued under [sections 1 through 21}s
incltuding the payment of any redemption premium and any
interest accrued or to accrue to the date of redemption of
the obligationse The issuance of obligationsy the
maturities and other detailsy the rights of the holderse and
the rightses dutiess and obligations of the board are
governed by the appropriate provisions of [sections 1
through 21} that relate to the issuance of obligations.

(2} Refunding obligations issued as provided in
subsection (1} may be sold or exchanged for outstanding
obligations issued wunder the provisions of ([sections 1
through 21} The proceeds may be applied to the purchases
redamptions or payment of outstanding obligationse Pending

the application of the proceeds of refunding obligationss
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with other available fundss toc the payment of principals
accrued interesty and any redemption premium on the
obligations being refunded ands if permitted in the
rasolution authorizing the issuance of the refunding
obligations or in the trust agreeament securing thems to the
payment of interest on refunding obligations and expenses in
connection with refundings the proceeds may be invested as
provided in Title 17y chapter 6.

NEW SECTI(ONs Section 18« <C{redit of state not pledgeds
Gbligations issued under the provisions of [sections 1
through 211 do not constitute a debt or liability cor
obligation or a pledge of the faith and credit of thz state
but are payable sclely from the revenues or assets of the
toarde An cobligation issued under [s=ctions 1 through 21]
shall contain on the face thereof a statement to the effect
that the state of Montana is not liable on the obligation
and the obligation is not a debt of the state and neither
the faith and credit nor the taxing power of the state is
pledged to the payment of the principal of or the interest
on the obligaticne

NEW SECTIONe Section 19« Annual audite (1) The
board®s books and records must be audited at least once each
fiscal yeare

(2) The legislative auditor may at any time conduct an

audit at the request of the legislative audit committeces

-17-

10
i1
12
13
14
15
16
17
i8
19
20
21
22
23
24

25

LC 1156701

NEM _SECTIONe Section 20 Tax exemption of bonds.
Bondss notesy or other obligations issued by the board under
the provisions of [sections 1 through 21}s their transfers
and their income (including any profits made on their sale)
are free from taxation by the state or any political
subdivision or other instrumentality of the states excepting
inheritances estates and gift taxess The beard is not
required to pay recording or transfer fees or taxes on
instruments recorded by ite

NEW. SECTIONs Section 2le Pledge of the statees In
accordance with the constitutions of the United States andg
the state of Montanaes the state pledges that it will not in
any way impair the obligations of any agreement between the
board and the holders of notes and bonds issued by the
boardy including but not Tlimited to an agreement to
administer a loan program financed by the issuance of bonds
and to employ a staff sufficient and competent for tnis
purposes

HEW_SECTIONs Section 22« Definitionse In [sections 23
through 25]y unless the context requires otherwises the
following definitions apply:

{1) ™Agricultural purposes® means production of
aqricuttural cropse livestock or tivestock productse poultry
or poultry productse and fruit or other horticultural cropse

{2) "Beginning farmer™ means any person whos:

P
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{a) is a resident of this statej;

{b) receives more than half his annual income from
farming and has aot initially commenced farming during the
tax vyear for which a deduction will be claimed under
[sections 23 through 25];

{c) intends to use any farmland that he wishes to
purchase or rent for agricultural purposes;

(d) thas had adequate trainings by experience or
educationy in the type of farming operation that he wishes
to begin on the purchased or rented land referred to in
subsection (c);:

{e} has a net worthy including the net worth of his
dependents and spouses Jf anys of less than $50+000¢ not
inctuding the value of their equity in their principal
residences the value of one personal or family motor
vehicley and the value of their household goodse including
furnitures appliancesy musical instrumentss clothings and
other persconal belongingse

{3) “Landowner® means an individual owning land in
Montanas except that an individual who acquires land for the
purpose of obtaining the income tax deduction provided for
in [sections 23 through 25] is not considered to be a
Tandownere.

NEM_SECTIONe Section 23. Income tax deduction for

land sale to beginning farmers. A landowner who sells Jland
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consisting of 2C acres or more to a beginning farmer is
entitled to a deduction in his taxable income for the year
in which the sale occurred in an amcount equal to 50% of any
income realized and otherwise subject to state income taxes
after - consideration of any capital gains treatments up to a
maximum of 3504000,

BEM. _SELTIONe Section 24« Rent from beginning farmers
deductible from income taxe Fifty percent of any income
received and otherwise subject to taxation for state incore
tax purposes resulting from the rental of any land
consisting of 20 acres or more by a landowner to a beginning
farmer under any agreement providing for a lease for at
Teast 3 years is deductible from income taxes provided that
no landowner may deduct more than $25+000 pursuant to this
section in any tax vyeary nor may any landlord claim this
deduction for agreements with more than one beginning farmer
for rentals on the same tract or parcel of lande

NEKW SECTIUON. Section 25 Claim for income tax
deduction for land sale or rental to a beginning farmers. In
order for a taxpayer to qualify for the deductions provided
in [sections 23 and 24] the taxpayer must file with his
state income tax return a notarized statement from the
beginning farmer who purchased or rented land from hia
containing a 1ist of the assetsy debtsy and net worth of the

beginning farmers together with such other information as
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the department of revenue may requires The value placed on
any real property located in Montana and owned by the buyer
shall be the amount listed as the current market value on
the most recent real estate tax statement for that
particular piece of property. In order for a taxpayer to
qualify for the deduction for rental income provided in
[section 24]s the taxpayer shall certify on his tax return
that any rental arrangement with any other persocn was not
cancaled for the purpose of gualifying for this deductione

Section 26s Section 15-30-121y MCAs is amended to
read:

n15-30~121« Deductions allowed in computing net
incomes In computing net incomey there are allowed as
deductions:

(1) the items referred tec in sections 161 and 211 of
the Internal Revenue Code of 1954y or as sections 161 and
211 shall be labeled or amendeds subject to the following
exceptions which are not deductible:

{a) items provided for in 15-30-123;

{b) state income tax paid;

{2) federal income tax paid within the taxable year;

{3) «child and dependent <care expenses determined in
accordance with the provisions of section 214 of the
Internal Revenue CLode of 1954 that were in effect for the

taxable year that began January 1ls 1974e Howevery the
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limitation set forth in section 214{e){4) of the Internal
Revenue Code of 1954 as that section was in effect for the
taxable year that began January ly 1974s applies only to
payments made to a child of the taxpayer who is under 19
years of age at the close of the taxable year and to
payments made to an individual with respect t¢ whom 2
deduction is allowable under 15-30-112(5) to the taxpayer or
the taxpayer®s spouscs

{4) that portion of an energy-related investment
allowed as a deduction under 15-32-103;

{5} in the case of an individualy political
contributions determined in accordance with the provisions
of saction 218(a) and (b) of the Internal Revenue Code that
were in effect for the taxable year a2nded December 314
19783

1o} _itsms provided for in fsections 22 _fthrough Z3]e"

Section 27« Codification instructions. It is intended
that sections 22 through 25 be codified in Title 15+ chapter
30y and the provisions of Title 159 chapter 30y apply to
sections 22 through 25.

-End-
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STATE OF MONTANA
REQUEST NO, __313-81
FISCAL NOTE

Form BD-15

In compliance with a written request received .__February .6 , 19 81 , there is hereby submitted a Fiscal Note

for . House Bill 640 pursuant to ' Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA).
Background information used in developing this Fiscal Note is available from the Qffice of Budget and Program Planning, to members

of the Legislature upon request.

Description of Proposed Legislation

House Bill 640 creates the "Montana Farm Preservation Act of 1981", and the Montana
Agricultural Development Board. The act authorizes the sale of revenue bonds to promote
agriculture in Montana by making financial assistance available to beginning farmers and
ranchers at lower than conventional interest rates. and provides an ipcome tax reduction
for certain land sales to beginning farmers. ’

Assumptions

1. Operating expenses for operation of the Montana Agricultural Development Board and
related activiteis will be appropriated to the Board of Housing.

2. A Supreme Court test will be required and this will take one year.

3. No sale of bonds during FY 1982, sale of $50 million in bonds, FY 1983.

4, Bonds sold will be revenue bonds.

5. One additional FTE will be required for Board of Housing staff.

6 Operating costs will approximate those of similar activity experienced by the
Board of Housing.

7. No general fund money would be required to implement the program because Board
of Housing surplus funds could be loaned for this purpose.

8. The effective date is July 1, 198l1.

Total
Fiscal Impact FY 1982 FY 1983 Biennium
Expenditures under proposed law $489,596 $570, 381 $1,059,977
Expenditures under current law 470,496 490,281 960,777
Increased expenditures under prop. law 19,100 80,100 99,200

Funding: Revolving Fund, no General Fund

There are no data available to estimate the revenue impact of the tax benefits
contained in this proposal.

Local Impact

50 million out-of-state dollars entered into the Montana economy each year of the
biennium generates an unknown quantity of jobs and tax revenue and it gives a geneypl
boost to many Montana industries related directly or indirectly .
to agricultural development. /;;LQJAAuJD \m&

BUDGET DIRECTOR
Ottice of Budget and Program Planning

Date:z-""”" Y[
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STATEMENT OF INTENT
HOUSE BILL 640

House Agriculture (ommittee

A statement of intent is required for House Bill 640
pecause it delegates rulemaking 3Juthority to the Montana
agricultural development board in section S5

The LegisVature intends that the Board adopt all rules
necessary to establish a sound program that will accomplish
the purposes of the Montana Farm freservation Act of  1981l.
In adopting loan ruless the Board should assure that loans
granted will be large enough to provide necessary capital
yet not so large as to support economically sound practicesa
The economic viability of the beginning farmer or raancher

under a loan should be of paramount importance.
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Approved by Committee
on Agriwulture Livestock

& Irrigation

HOUSE BILL ND. 640

INTRODUCED BY LUNDs SIVERTSEMe MANUEL s CONROY

A BILL FOR AN ACLT ENTITLED: "AN ACT PROVIDING FOR
ASSESTANCE TO FARMERSy RANCHERSs AND BUSINESSHMEN ENGAGED IN
AGRICULTURAL ACTIVITIES BY ESTABLISHING THE MINTANA
AGRICULTURAL DEVELOPMENT B30ARD; AUTHORIZING THE ISSUANCE OF
REVENUE BONDS FOR ACQUISITION OF AGRICULTURAL LAND,
LIVESTOCKs BUILOINGSs OR IMPROVEMENTS; PROVIDIMNG CERTAIN
INCOME TaX INCENTIVES 7O INDEVIDUALS WHO SELL OR  RENT
AGRICUL TURAL LAND T0 BEG INNING FARMERS; CREATING__AN

AGRICULTURAL ACCOUNT IN__THE_ BOND PRUCEEDS AND INSURANCE

CLEARANCE FUND__AND_ _APPROPRIATING _MONEY OEPDSITED IN_THE

ACCDUNT; AND AMENDING SECTION 15-30-125s MCAL»

BE IT ENACTED BY THE LEGISLATURE DF THE STATE OF MONTANA:

MEW SECTIONs Section l. Short title. [ Sections 1
through 21) wmay be cited as the *Montana Farm Preservation
Act of 1981%.

NEW _SECTION. Section 2. Purpose. The legislature
finds and declares that agriculture is and will continue to
be the leading industry in the state and that the long-term
future of the state is best served by promoting stable,

healthy economic conditions for agriculture. The Montana

constitution, in Article Xlls section 1ls charges the
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legislature with protectings enhancings and - developing
Montana agriculture. Because of the continuiny increases in
costs of land and equipment and the need to operate
efficientlys the capital requirements for farming and
ranching in the state have increased substantially so that
there is a need to make financial assistance available +to
young and beginning farmers and ranchers at lower than
conventional interest rates to enable them to acquires
upgradey ang modernize their lands livestocks and equipment
and increase the use of irrigation systems to reduce the
risks of adverse weather conditionse

NEW_SECTIONs Section 3. Definitionse In [sections 1
through 213+ unless the context requires otherwiser the
following definitions apply:

{1) ™Agricultural land™ means }land suitable for use in
farming and ranching and includes improvements to land that
make it suitable For irrigation or cultivatione

(2} "Agricultural improvements® means any
improvementss buildingss Structuress irrigations farmings or
ranching equipwment and livestock suitable for use in farming
and ranching that are located on or used in connection with
agricultural lands

(3) "Board”™ means the Montama agricultural development
board established in [section 4].

{4) ™Bonds™ means bonds or notes issued by the board

-2~ HB 640
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pursuant to [sections 1 through 21].

(5) ™Loen™ means a mortgage or secured loan for the
purchases acquisitions improvements or rehabilitation of
agricultural land or agricultural improvements.

{6) ™Lending institution® means any public or private
entity or governmental agency approved by the board that
maintains an office in this state and is authorized by law
to make or participate in making mortgage loans in the
State.

{7) *"Mortgage® means a mortgage deeds deed of trusts
or other instrument that constitutes a valid lien on real
property in fee simple or on a leasehold under a lease
having a remaining term at the time the mortgage is acquired
which does not expire for at least that nusoer of years
beyond the maturity date of the obligation secured by the
mortgage established by the board as necessary to protect
its interest as mortgagees

{8) ™“Mortgage Yoan™ means an interast—-bearing
obligation secured by a mortgage on land and improvements in
the statee

{9) “Secured loan" means o financial obligation
secured by a chattel mortgages security agreements or other
instrument creating a lien on an interest in depreciable
personal property.

(10} "“State agency® means any boards cOmmissions

-3 HB 640
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departmenty public officery or other agency or authority of
the statee

NEW_SECTIOM. Section %#. Agricultural

development
board -- allocation —-- composition -~ guasi-judicials (1}
There is an agricultural development boarda.

{2) The board consists of seven members appeointed by
the governor as provided in 2-15~-124. The commissioner
DIRECTOR of agriculture is an ex officios voting member and
the remaining members shall be informed and experienced in
ranchingy fFarminge economicse Or financee.

{3) The board is designated a quasi-judicial board for

‘purposes of 2-15~124.

{(4) The board is allocated to the department of
administration for administrative purposes only as  provided
in 2~15-121.

{5) A wmember of the board may not be considered to
have 3 conflict of interest under the provisions of 2-2-201
merely because the member is a stockholders officers or
eaployee of a lending i1nstitution that may participate in
the poard"s programsa

(6} The administrator and staff of the board of
housing provided for in 2-15-1008(6} shall server
respectivelys as administrator and staff to the boarda

NEW_SECTIOM., Section 5« General powers and duties of

the board. {1} The board shall exercise diligente and care

-y HB 640
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in selection of projects to receive its assistance and shall
apply customary and acceptable business and lending
standards in selection and subsequent implementation of the
projects.

{2}y The board may:

{a}) sue and be sued;

{b) have 3 seal;

{¢) adopt all procedur al and substantive rutes
necessary for the administration of [sections 1 through 21}
including rules concerning its mortgages constructions and
temporary lending programs and maximum net worth standards
for individuals eligible to participate in the programs
pursuant to [sections 1 through 21];

(d) make contractss agreementss and other instruments
necessary or convenient for the exercise of its powers under
[sections I through 21];

{e} =anter into agreements or other transactions with
any federale statey or 1local governmental agencys any
personss and any domestic or foreign partnerships
corporatiens associations or organization in carrying out
(sections I through 21]:

[f} enter into agreements or other transactions with
ang accept grants and the cooperation of any governmental
agency in furtherance of [sections 1 through 21}3

{g) delegate primary responsibility for determination

-5= H3 640
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and implementation of its prejects to any federal
governmental agency that assumes any obligation to repay the
loans either directly or by insurance or guarantee;

{h} accept servicess appropriationss giftss grantse
bequestsy and devises and utilize or dispose of them in
carrying out [sections 1 through 21];

{i) acquire real or personal property or any rightys
interesty or easement therein by gifts purchaser transfery
foreclosures leases or otherwise; holds sell, assigns leases
encumbers mortgages or otherwise dispose thereof; holds
sells assigne or otherwise dispose of any mortgage or loan
ownad by the board or 'in its control or custody; release ‘or
relinquish any rights titles clain"inte(est. easements oOr
demande however acquireds including any equity or right of
redemption; dJ0 any of the foregoing by public or private
sales with or without public bidding: commence any action to
protect or enforce any right conferred upon it by any laws
mortgages contract, or other agreement; bid For and purchase
property at any foreclosure or other sale or acquire or take
possession of it in liev of foreclosure; and operates
manages leases dispose aofs and otherwise deal with such
property in any manner necessary or desirable to protect the
board*s interests and the holders of its bonds or notes and
consistent with any agreement with such holders;

{)) services contracte and pay for ' the servicing of

—&- HB 640
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loans;

(k} invest any Ffunds not required for immediate uses
subject to any agreements with its bondhotders and
noteholderss as provided in Title 17+ chapter &y except that
all investment income from funds of the board less the cost
for investment as prescribed by law shall be deposited in
the agricultural account established in [section 6);

{1) consents whenever it considers i1t necessarys to
the modification of the rate of interests times and paywment
of any installment of principal or interesty securitye or
any other term of any contracte mortgages mortgage loans
mor tgage loan commitments equipment or livestock locans or
agreement of any kinds subject to any agreement with
bondholders and noteholders;

{m} collect reasonable interests feess and chargyes in
connection with making and servicing its Jloanss notess
bondsy commitmentsy and other evidences of indebtedness;

{n) procure insurance against any loss in connection
with its loans, mortgagess mortgage loans and other assets
or property in amounts and from insurers as the board
considers desirable or necessary; and

(o) issue notes and bonds and replace losty destroyeds
or mutilated notes and bonds.

NEw_SECTION. Section &. Accounts of the boards (1}

There is an agricultural account in the bomds BOND proceeds

-7- HE 640
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and insurance clearance fund provided for in 17-2-102{6}.
A¥1l  funds from the proceeds of bonds 1ssued under the
provisions of [sections 1 through 21 ) feess and other money
received by the boards monay appropriated by the legislature
for the use of the board in carrying ocut the provisions of
{sections 1 through 21]}+ and money made available from any
other source for the use of the boarg shall be deposited in
the agricultural account except where otherwise provided by
law and except as necessary to maintain the capital reserve
and revolving accounts. All] funds d posited in the
agricultural account are continuously appropriated to and
may be expended by the board For the purposes authorized in
[sections 1 through 21 }e

{2} There i5 @ capital reserve account in the sinking
fund provided For in 17-2-102{3). The capital reserve
account consists of the aggregate of money retained by the
boerd under existing agreements with bondholders as the
minimum capital reserve requirement as described in 950-6-119
for each bond issue sold by the boarde.

(3} There is a revolving account in the revolving fund
provided for in 17-2-102(7)e Funds appropriated by the
legislature for use of the board in payment of expenses
incurred in carrying out the provisions of [ sections 1
through 21} shall be deposited in the revolving accounts

Funds expended by the board under this subsection shall be

-8~ HB 640
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repaid by the board into the revolving account from the fees
and charges collected under the provisions of {sections 1
through 21} and from any other money available for such
repayment in accordance with [sections I through 21}e

NEW_SECTION. Section 7« Financing programs of the
boarde The board may:

(1) make loans to lending institutions undersr terms and
conditions adopted by the board requiring the proceeds to be
used by the lending institution for the making of ltoans for
agricultural Jland and improvements in the state for persons
resi1ding in the state;

(2} invest ins purchase or  make commitments to
purchases and take assignments from lending institutions of
notess mortgagese and other securities for the acquisitions
constructiony rehabilitations or purchase of agriculttural
land and improvements in this states under terwms and
conditions adopted by the board;

{3) make. under take commi tments to makes and
participate in the making of loans to persons residing +4in
the state Ffor agricultural land and improvemsents when the
board determines that loans are not otherwise availables
wholly or in party from private lenders upon reasonably
equivalent terms and conditions.

NEW_SECTIONe Section 8. Certain restrictions on

toanse The bo3rd may finance toans for agricultural land or

-G— HE 640
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improvements under [Sections 1| through 2it) only when tﬁe
board finds that:

{l} private enterprise bhas not provided sufficient
financing for agricultural land and improvements on terms
sufficiently attractive to induce borrowers to proceed; and

{2} the purchases acquisitions improvementes or
rehabilitation of the agricultural land or improvement will

be in the public intereste

NEW_SECTION. Section 9. General provisions -
fimitations — bonds and notes. (1) The board may by

resoclutions from time to timey issue negotiable notes and
bonds in a principal amount as the board determines
necessary to provide sufficient funds for achieving any of
its purposess including the payment of interest on notes and
bonds of the boarde establishment of reserves to secure the
notes and bondss and all other expenditures of the board
incident to and necessary or convenieat to carry out
[sections 1 through 21].

{2} The board may by resolutionsy from time to times
1ssue notes to renew notes and bonds to pay notess including
interesty and whenever it considers refunding expedients
refund any bonds by the issuance of new bondse whether the
bonds to be refunded have or have not matureéds and issue
bonds partly to refund bonds outstanding and partly for any

of its other purposess.

-10- HB 640
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{3} Except as otherwise expressly provided by
resolution of the boards every issue of its notes and bonds
shal? be obligations of the board payable out of any
revenuess assetsy or money of the boards subject only to
agreements with the holders of particular notes or bonds
pledging particular revenues, assetsy or moneye

{4) The mnotes and bonds shall be authorized by
resolutions of the boards shall bear a dates and shal?
mature 3t times as the resolutions provides A note may not
mature more than 10 vyears and a bond may not mature more
than 40 years from the date of its issue. The bonds may be
issued as serial bonds payable in annual installments or as
term bonds or as a combination thereof. Notes and bonds
shall bear intesrest at a rate or ratess be in denominationss
be in a formy either coupon or registereds carry
registration privilegess be executed in a manner, be payable
in 3 medium of payments at places within or without the
statey and be subject to terms of redemption as provided in
resolutions of the boarde. The notes and bonds of the board
may be sold at.a public or private sale at prices that may
be: above or below pare

{5) The total amount of notes and bonds gutstanding at
any one times except a note or bond as to which the board's
obligation has been satisfied and discharged by refunding or

for which reserve for payment or other means of payment hawve

-11~ HB 640
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been otherwise provideds may not exceed 3100 milliona

NEW_SECTION. Section 10 Provision of bond
resolutionse A resolution authorizing any notes or bonds or
any issue thereof may contain provisions that shall be a
part of the contract or contracts with the holders thereof
relating to:

{1} pledging all or any part of the revenues or
property of the board to secure the payment of the notes or
bonds cor any issue thereofs subject to existing agreements
with noteholders or bondholders;

{2} pledging all or any part of the assets of the
boards including tocans and mortgagess to secure¢ the payment
of notes or bonds Oor any issue thereofs subject to existing
agreements with noteholders or bondholders;

{3) the wuse and disposition of the gross incomse from
loans and mortgages owned by the board and payment of
principal of mortgages owned by the board;

{4) the setting aside of reserves of sinking funds in
the hands qf trusteess paying agentss and cther depositories
and the regulation and disposition thereof;

{5) Llimitations on the purpose to which the proceeds
of sale of notes or bonds may be applied and the pledge of
the proceeds to secure the payment of the notes or bonds or
any issue thereof;

{6) limitations on the issuance of additional notes or

-12- H3 540
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bondss the terms upon which additional notes or bonds may be
issued and securedes and the refunding of outstanding notes
or bonds;

{1T) the proceduresy if anys by which the terms of any
contract with noteholders or bondholders may be amended or
abrogateds the amount of notes or bonds the holders of which
must consent theretos and the manner in which Ssuch consent
may be given;

(8 a commitment to employ adequate and competent
personnel at reasonable compensations salariess feess and
charges as determined by the board in conjunction with the
department of administration and to maintain suitabtle
facilities and services for the purpose of carrying out its
programs;

(9} wvesting in a trustee propertys rightss powerss and
duties in trust as the board determines;

{10) defining the acts or omissions to act that
constitute a defauvlt in the obligations and duties of the
poard to the holders of the notes or bonds and providing for
the rights and remedies of the holders of the notes or bonds
in the event of such defaults including as a matter of right
the appointment of a receiver. Rights and remedies @may not
be inconsistent with the laws of the state and the other
provisions of [sections 1 through 21]); and

{11} any other matters of like or different character

-13~ HR 640
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that in any way affect the security or protection of the
holders of the notes or bondse

NEW_SECTIONe Section lle Validity of pledge. A pledge
made by the board is valid and binding from the time the
pledge is made. The revenuvess moneys or property pledged and
thereafter received by the board shall immediately be
subject to the lien of the pledge without any physical -
delivery thereof or further acte The ltien of any pledge
shall be valid and binding against all parties having claims
of any kind in torts contracts or otherwise against the
boards irrespective of whether such parties have notice
thereof. Neither the resolution nor any other instrument by
which a pledyge is created need be recordeds

NEW_SECTION. Section 12. Personal liability. The
board members and employees of the state imvolved in the
administration of [sections LI through 21] are not personally
liable or accountable by reason of the issuance of any bond
or note issued by the boarde

MEW _SECTION. Section 13. Purchase of notes and bonds
-- cancellation. The boards subject to existing agreements
with noteholders or bondholderss m3ys out of any funds
available for that reasons purchase notes or bonds of the
boards which shall thereupon be canceleds at a price not

exceeding:

{i}) the current redemption price plus accrued interest

-14~ HB 640
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to  the next interest payment therzons if the notes or bonds
are then redeemable; or

(2} the redemption price applicable on the first date
after the purchase upon which the notes or bonds become
subject to redemption plus accrued interest to that dates if
the notes or bonds are not then redeemables

NEW SECTEION. Section 14« Trust indentures (1} In the

discretion of the boards bonds may be secured by a trust
indenture between the board and a corporate trustees which
may be a trust company or bank having the power of a trust
company within or without the statee« A trust indenture may
contain provisions for protecting and enforcing the rights
and remedies of the bondholders that are reasonable and
proper and not in violation of laws including covenants
setting forth the duties of the board in relation to the
exercise of aits powers and the custodys safeguardings and
application of all money. The board may provide by a trust
indenture for the payment of the proceeds of the bonds and
the revenues to the trustee under the trust indenture of
another depository and for the method of disbursement:, with
safeguards and restrictions it considers necessary.

t2) Al expenditures incurred in carrying out a trust
indenture may be treated as part of the operating
expenditures of the boarde

NEW_SELTION. Section 15« Negotiability of bondse

~15- HB 640
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Notes and bonds issued by the board are negotiable
instruments under the Uniform Lommercial Codes subject only
to the provisions for rejistration of notes and bondss

NEW_SECTION. Section lée Signatures of board memberse
In case any of the board members whose signatures appear on
notes or bonds or coupons cease to be members before the
delivery of the notes or bondss their signatures shalils
neverthelesss be valid and suffijcient for a1l purposess the
same as if the members had remained in office wunti?
deliverya.

NEW_SECTYION. Section 17. Refunding obligations. ({1)
The board may provide for the issuance of refunding
cbligations for refunding any obligations then outstanding
that have been issued under [sections 1 through 21}
including the payment of any redemption premium and any
interest accrued oOr to accrue to the date of rédemption of
the obligationses The issuance of obligationss the
maturities and other detailse the rights of the holderss and
the rightss dutiess and obligations of the board are
governed by the appropriate provisions of [sections 1
through 21} that relate to the issuance of obligations.

{2) Refunding obligations issued as provided in
subsection {1} may be sold or exchanged for outstanding
obligations issued under the provisions of [sections 1

through 213}e. The proceeds may be applied to the purchasey

-16~ HB 640
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redemptionsy or payment of outstanding obligationse Pending
the application of the proceeds of refunding oblijationse
with other available fundsy to the payment of principals
accrued interests and any redemption premium on the
obligations being refunded andy if permitted in the
resolution authorizing the issugnce of the refunding
obliyations or in the trust agreement securing thems to the
payment of interest on refunding obligations and expenses in
connection with refundinges the proceeds may be inwvested as
provided in Title 17y chapter de

NEW_SECTION. Section 1Be Credit of state not pledgedes
Obligations issued under the provisions of ([sections 1
through 21} do not <constitute 3 debt or Vliabiltity or
obligation or a3 pledge of the faith and credit of the state
but are payable solely from the revenues or assets of the
boarde. An obligation issued under [sections 1 through 21]
shall contain on the face thereof a statement to the effect
that the state of Montana is not liable on the obligation
and the obligation is not a debt of the state and neither
the faith and credit nor the taxing power of the state is
pledged to the payment of the principal of or the interest
on the obdbligation.

NEW_SECTIONs Section 19 Amnual audite (1} The
board®'s books and records must be audited at least once each

fiscal yeare

-17- HE 640
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{2) The legislative auditor may at any time conduct an
audit at the request of the legislative audit committea.

NEW_SECTION. Section 20. Tax exemption of bondse
Bondss notess or other obligations issued by the board under
the provisions of [sections 1 through 21]s their transfery
and their income {including any profits made on their sale}
are free from taxation by the state or any political
subdiviston or other instrumentality of the states excepting
inheritances estates and gift taxese The board is not
required to pay recording or transfer fees or taxes on
instruments recorded by ite

MEW SECTIONe Section 2l Pledge of the states in
accordance with the constitutions of the United 3States and
the state of Montanas the state pledges that it will mot in
any way impair the obligations of any agreement between the
board and the holders of notes and bonds issued by the
boards including but not limited to an agreement to
administer a loan program financed by the issuance of bonds
and to employ a staff sufficient and competent for this
PUT POSae

NEW _SECTIONe Section 22. Definitions. In {sections 23
22 through 25}y unless the context requires otherwises the
following definitions apply:

{1} "Agricultural purposes® means production of

agricultural cropssy livestock or Yivestock productss poultry

=138~ HE &40
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or poultry productse and fruit or other horticultural cropse

(2y "Seginning farser” means any person who:

fa) 1is a resident of this state;

{b) receives more than half his annuai income from
farming and has not initially commenced farming during the
tax year for which a deduction will be <claimed under
{sections 23 through 25];

{c} intends to use any farmland that he wishes to
purchase or rent for agricul tural purposes;

(d) has had adequate trainings by experience or
educations in the type of farming operation that he wishes
to begin on the purchased or rented Jland referred to in
subsection {cC);

(e} has & net worths including the net worth of his
dependents and spouses if anys of less than +58 v866
31003006y not including the value of their equity in their
principal residenctey the value of one personal or family
motor vehicles and the value of their household goodse
inctuding Furnitures appliancesy musical instrumentsy
clothings and other personal belongingse.

{3} "Landowner™® means an individual owning land in
Montanay except that an individual who acquires land for the
purpose of obtaining the income tax deduction provided for
in {[sections 23 through 25] is not considered to be a

tandownera
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NEW_SECTIONe Section 23« Income tax deduction for

Yand sale to beginning farmers. A landowner who sells land
consisting of 20 acres or more to a beginning farmer is
entitled to a deduction in his taxable income for the year
in which the sale occurred in an amount equal to 50% of any
income reatized and otherwise subject to state income taxes
after consideration of any capital! gains treatmenty up to a
maximums of $50+000.

NEW_SECFION. Section 24« Rent from beginning farmers
deductible from income taxe Fifty percemi of any income
received and otherwise subject to taxation for state income
tan purposes resuiting from the rental of any land
consisting of 20 acres or more by a landowner to a beginning
Farmer under any agreement providing for a lease for at
least 3 years is deductible from income taxes provided that
no landowner may deduct more than $25+008 pursuant to this
section in any tax yeary nor may any landlord claim this
deduction for agreements with more than one beginning farmer
for rentals on the same tract or parcel of lande

NEW SECTION. Section 25. Claim for income tax

deduction for land sale or rental to 3 beginning farmer. In
order for a taxpayer ‘to qualify for the deductions provided
in [sections 23 and 24] the toaxpayer wmust file with his
state income tax retuwn a notarized statement from the

beginning farmer who purchased orf rented land from him

-20~ HB 640



10
Il

12

14

15

16

17

18

19

20

21

22

23

24

25

HB 0640702

containing a Tist of the assetss debtsy and net worth of the
beginning farmere together with such other information as
the department of revenue may require. The value placed on
any real property located in Montana and owned by the buyer
shall be the amount listed as the current wmarket value on
the most racent real estate tax statement for that
particular piece of propertye In order for a taxpayer to
qualify for the deduction for rental income provided in
[section 243+ the taxpayer shall certify on his tax return
that any rental arrangement with any other person was not
canceled for the purpose of gualifying for this deductiona

Section 26« Section 15-30-121es MCAs, is amended to
read:

®15-30~121« Deductions aliowed in computing net
income. In computing net incomes there are allowed as
deductions:

{1} the items referred to in sections i6l1l and 211 of
the Internal Revenue (ode of 1954¢ or as sections 161 and
211 shall be labelted or amendeds subject to the following
exceptions which are not deductibie:

{a} items provided for in 15~30-123;

{b)} state income tax paidi

{2} federal income tax paid within the taxable year:

(3} «c¢hild and dependent care expenses determined in

accordance with the provisions of section 214 of the

-21- HE 640

10
1t
12
13
14
15
16
17
18
19
20
21

22

H8 0640/02

Internal Revenue Lode of 1954 that were in effect for the
taxable year that began January l» 1974s Howevers the
limitation set forth in section 2l4f{e)({4) of the Internal
Revenue Code of 1954 as that section was in effect for the
taxable year that began Januvary le 1974y applies oniy to
payments made to a child of the taxpayer who is under 19
years of age at the close of the taxable vyear and to
payments made to an individual with respect to uﬂom a
deduction is allowable under 15-30-112(5) to the taxpayer or
the taxpayer's spouse.

{4} that portion of an energy-related investment
allowed as a deduction under 15~32-103;

{3} in the case of an individuals political
contributions determined in accordance with the provisions
of section 218(3) and (b} of the Internal Revenue Code that
were in effect for the taxable year ended December 3},
1978=}

{5) items provided for in [sections 22 through 251"

Section 27« Locification instructione It is intended
that sections 22 through 25 be codified in Title 15+ chapter
32y and the provisions of Title 15y chapter 38s apply to
sections 272 through 25.

-End~
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STAFEMENT OF INVENT
HOUSE BILL 540

House Agriculture Committee

A statement of intent is required for House Bill 640
because it delegates rulemaking authority to the Montana
agr icultural development board in section Se

The Legistature intends that the Board adopt al! rules
necessary to establish a sound program that will accomplish
the purposes of the Montana Farm Preservation Act of 1981.
In adopting 1l1oan ruless the Board should assure that toans
granted will be large enough to provide necessary capital
yet not so targe as to support economically sound practicese.
The economic wviability of the beginning farmer or rancher

under a loan should be of paramount importances.



4Tth tegislature HB 0640/02 HB 0640702

1 HOUSE BILL NOe 640 X legislature with protectings enhancings and developing
2 INTRODUCED BY LUNDs SIVERTSEMs MANUEL s CONROY * 2 Montana agriculture. Because of the continuing increases in
3 3 costs of land and eguipment and the need to operate
4 4 BILL FOR AN ACT ENTITLED: ™AN ACT PROVIDING  FOR s efficientlys the capital requirements for farming and
5 ASSISTANCE TO FARMERSs RANCHERS s AND BUSINESSMEN ENGAGED IN 5 ranchin'gl in the state have increased substantially so that
'S AGRICULTURAL ALTIVITIES BY ESTABL ISHING THE MONTANA -3 there is a need to make financial assistance awvailable +to
7 AGRICULTURAL = DEVELOPMENT B30ARD; AUTHORIZING THE ISSUANCE OF ? young and beginning farmers and ranchers at Fower than
8 REVENUE BONDS FOR ACQUISITION OF AGRICUL TURAL LAND» 8 conventional interest rates to enable them to acquires
9 LIVESTOCKy BUILDINGSs OR IMPROVEMENTS; PROVIDING CERTAIN 9 upgrades and modernize their lande livestocks and equipment
10 INCOME TAX INCENTIVES TD IMCIVIDUALS WHO SELL OR RENT io and increase the use of irrigation systems to reduce the
11 AGRICULTURAL LAND T0O  BEGINNING FARMERS; CREATENG AN 11 risks of adverse weather conditions.
12 AGRICULTURAL ACCOUNMT IN THE BOND__PROCEEDS AND INSURANCE 12 NEW _SEC¥ION.s Section 3. Definitionss In {[sections 1
i3 CLEARANCE FUND AND APPROPRIATING MONEY OEPOSITED IMN THE 13 through 21}y unless the context requires otherwises the
14 ACCOUNT; AND AMENDING SEUTION E5-30-121s MCAW™ 14 following definitions apply:
15 15 fi1} "Aagricultural lTand® means land suitable For use in
16 BE IT ENACTED BY THE LEGISUATURE DF THE STATE OF MONT ANA: 1& farming and ranching and includes improvements to ¥and that
17 NEW _SECTION. Section le Short title. [ Sections 1 17 make it switable for irrigation or cultivations
18 through 21] may be cited as the "Montana Farm Preserviation 18 {2} *“Agricultural impr ovements™ means any
19 Act of 1981%. 19 improvementss buildingss structuress irrigations farmings or
20 MEW_SECTION. Section 2. Purposes. The legislature 20 ranching equipment and livestock suitable for use in farming
21 finds and declares that agriculture is and will continue to 3 and ranching that are located on or used in connection with
22 be the leading industry in the state and that the Tlong-term 22 agricultural land.
23 future of the state is best served Dy promoting stable 23 {3} “Board" means the Montana agricultural development
24 healthy economic conditions for agriculture. The Montana 24 board established in [section 4].
25 constitutions in Articte Xils section 1ls charges the 25 {4) “Bonds™ means bands. or notes issued by the board
~2- HB 640
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pursuant toc {sectioms 1 tbrough 21}.

{5} *"lLoan® wmeans a wmortgage or secured l10an for the
purchases acqui sitions improvements or rehabilitation of
agricultural tand or agricultural improvesents.

(6} "iending institution”™ means any public or private
entity or governmental ageacy approved by the board : that
maintains aa office in thiy state ‘and is authorized by law
to make or participate in wmaking mortgage Yoans in the
state.

{7y ™Mortgage™ means a mortgage deeds deed of trusts
or other insStrusent that constitutes a valid tien on real
property in fee simple or on a leasehold under a lease
having a remaining term at the time the mortgage is acquired
which does not expire for at least that number: of years
beyond the maturity date of the cobligation secured by the
mortgage established by the board as necessary to protect

its interest as mortgageea.

{8) *“Mortgage 1oan® means an interest-bearitng

obtligation secured by a mortgage on land and improveaments in
the state.

{9) ™Secured Jlcan*® wmeans 2 financial obligation
secured by a chattel mortgages security agreements or other
instrument creating a lien on an interest in depreciable
personal property.

(L0} "State agency™ means any boards cosmissione
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departsents public: officersy or other agency or authority of
the statee.

NEW SECTION. Section 4. Agricultural development
board -- allocation -- composition -- quasi-judicial. (1)
There is an agricultural development boarde.

(2) The board consists of seven members appointed by
the governor as provided in 2-15-124. The commrasioner
DIRECTOR of agriculture is an ex officios voting member and
the remaining wembers shall -be informed and experienced in
ranchinge farmings economicss or finance.

(3) The board is designated a quasi-judicial board for
purposes of 2-15-124&.

(%) The board is allocated to the department of
administration for adwministrative perposes only as ‘provided
in 2-15121.

{5) A wmember of the board may not be considered to
have a conflict of interest under the provisions of 2-2-201
merely because the wmember is a stockholdere officers or
employee of a lending institution that wmay participate in
the board®s programse.

(6) The administrator and staff of the board of
housing provided for in 2-15-1008({6) shall serves
respectivelyy as administrator and staff to the board.

MEW SECTION. Section S. Generat powers and duties of

the boards (1) The board shall exercise diligence and care

-y HB 640
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in selection of \projects to receive its assistance and shall
apply customary and acceptable business and lending
standards in selection and subsequent implementation of the
projectss

{2) The board may:

f{a)} sue and be sued;

(b} have a seal;

{c}) adopt all procedur al and substantive rules
necessary for the administration of [sections 1 through 21 )s
inctuding rules concerning its mortgsges constructions and
temporary lending programs and maximum net worth standards
for individuals eligible to  participate in the programs
pur suant ‘to [sections 1 through 21];

{d) make contractss:s agreementss and other instruments
necessary or convenient for the exercise of its powers under
{sections 1 through 21]};

(e) enter into agreements or other transactions with
any federals states or 1local governaental! agencys any
personses and any domestic or foreign partnerships
corporationsy associations or organization in carrying out
[sections 1 through 211};

{f) enter: into agreements or other transactions with
and accept grants and the cooperation of any governmental
agency in furtherance of {sections 1 through Zi};

{g} delegate primary responsibility for determination

—5— HB 640
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and implementation of its projects to any federal
governmental agency that assumes any obligation to repay the
loans either directly or by insurance or guarantee;

{h) accept servicess appropriationss ygiftss grantss
bequestsy and devises and utilize or dispose of them in
carrying out [sections 1 through 21};

{i) acquire real or personal property or any righte

- interests oOr easement therein by gifte purchases transfery '

foreclosures icases or otherwise; holds selly assignes leases
encumbers mMOrtgages or otharwise dispose thereofi holds
selly assigns or otherwise dispose of any mortgage or loan
ownod by the board or 'in its control or custody; release ‘or
relinquish any righty titles claime interests easements or
demands however acquireds including any equity or right of
redemption; do any of the foregoing by public or private
sales with or without public bidding; commence any action to
protect or enforce any right conferred upon it by any laws
mortgages contracts or other agreement: bLid for and purchase
property at any forecloswre or other sale or acquire or: take
possession of it in lieu of foreclasure; and operates
manages leases dispose ofv+ and otherwise deal with such
property in any manner necessary or desitable to protect the
board*'s interests and the holders of its bonds or notes and
consistent with any agreement with such holders;

{3} services contracts and pay for ' the ' servicing of

8- HB 640



v o W N

-

12
11
12
13
14
15
16
17
13
19
20
21
22
23
24

25

HB 0640702

loans:

4k} 'invest any funds not required for immediate uses
subject: to any agreements with its bondholders and
noteholderss as provided in Title 17y chapter 6y except that
all  investment income from funds of the hoard less the cost
for investment as prescribed by law shall be deposited in
the agricultural account established in [section 6];

{1} consentsy whenever it considers it necessarys to
the modification of the rate of interests times and payment
of any installeent of principal or interests security: or
any other term of any contracts mortgages mortgage loaas
mortgage loan commitments equipment or livestock loane or
agreement of any kinde subject to any agreement with
bondholders and noteholderss:

{®) collect vreasonable intereste feess and charges in
connection with making and servicing its loaass notess
bondss commi tmentsy and other evidences of indebtedness;

{n} procure insurance against any 1oss in connection
with its loans:» mortgagess mortgage loans and other assets
or property in amounts and from insurers as the board
considers desirable or necessary; and

(o) 1issue notes and bonds and replace losty destroyeds
or mutilated notes and bonds.

NEW_SECTION. Section 6.  Accounts of the boarde (1)

There ' is an agricultural account in the bends BUND proceeds
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and insurance clearance fund provided for in 17-2-102(6)«
A1l funds from the proceeds of bonds issued under the
provisions of [sections 1 through 21])s feess and other money
received by the boards money appropriated by the legislature
for the use of the board in carrying out the provisions of
{sections 1 through 21} and money made available from any
other source for the use of the board shall be deposited in
the agricultural account except where otherwise provided by
law and except as necessary to maintain the capital : reserve
and revolving  accountse. Al Ffunds deposited in the
agricultural ‘account are continuously appropriated to and
may be expended by the board for the purposes authorized in
[sections 1 through 21}

(2) There i5 & capita¥ reserve account in the sinking
fund provided for in 17-2-102(3). The capital reserve
account consists of the aggregate of money retained by the
board under existing agreements with bondholders as the
minimum capi tal reserve requirement as described in 90-6-119
For each bond issue sold by the boards

(3) There is a revolving account in the revolving foend
provided for in 17-2-102({T}e« Funds appropriated by the
tegislature for use of the board in payment of expenses
incurred in carrying out the provisions of [sections 1
through 21] shall be deposited in the revolwing accounte

Funds expended by the board under this subsection shalt be

-8~ HB 640
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repaid by the board into the revolving account from the fees
and charges collected under the provisions of [sections 1
through 21 ] and from any other money available for such
repayment in accordance with [sections 1 through 2Z1].

NEW_SECTIOM. Section 7. Financing programs of the
board« The board may:

(1) make toans to lending institutions under terms and
conditions adopted by the board requiring the proceeds to be
used by the tending institution for the making of loans for
agricultural land and improvements in the state for persons
residing in the state;

(Z) invest ines purchase or : make commitments to
purchases and take assignments from lending institutions of
notess mortgagess and other securities for the acquisitions
constructiony rehabilitations or purchase of agricultural
land and improvements in this states under terls‘ and
conditions adopted by the board;

{3) makes undertake commitments to makes and
participate in the making of loans to persons residing iin
the state for agricultural land and improvesents when the
board determines that loans are not otherwise availabies
wholly or in parts from private lenders upon reascnably
equivatent terms and conditions.

NEW_SECTIONe. Section Be CLertain restrictions on

toans. The board may finance loans for agriculttural land or

-9- HB 64D
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improvements under [sections 1 through 21} only when the
board finds that:

(1) private enterprise has not provided sufficient
financing for agricuttural land and improvements on terwms
sufficiently attractive to induce borrowers to proceed: and

{2} the purchasey acquisition, impr gvement, or
rehabilitation - of the agricultural land or improvement will
be in the public intereste

NEW_SECTION. Section 9. Genera?l provisions _—
timitations — obonds and notes. (1) The board may by
resolutiony from time to times issue negotiable notes and
bonds in a principal amount as the board determines
necessary to provide sufficient funds for achieving any of
its purposess including the payment of jnterest on notes and
bonds of the boards ‘establishment of vreserves to secure the
notes and bondse and all other expenditures of . the board
incident to and necessary or conwenieat to carry out
[sections 1 through 21].

{2) The board may by resolutions from time to timey
issue notes to renew notes aad bonds to pay ﬁetts’. including
interesty and whenever it considers refunding expedient,
refund any bonds by the issuance of new bondse whether the
bonds to be refunded have or have not matureds and issue
bonds partly to refund bonds outstanding and partly for any

of its other purposes.

- 10~ HB 640
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{3) Except 2s otherwise expressly provided by
resolution of the boards every issue of its notes and bonds
shall be obligations of the board payable cut of any
revenues: assetsy or money of the boards subject only to
agreements with the holders of particular netes or bonds
pledging particular revenuesy assetss or moneye

{#)} The notes and bonds shall be authorized by
resolutions of the boarde shal} bear a dates and shall
®matusre at times as the resclutions provide. A note may not
mature more than 10 years and a bond may not mature more
than 40 years from the date of its issuve. The bonds may be
issued as serial bonds payable in annual installsents or as
term bonds or 3as a3 cowbination thereof. Notes and bonds
shall bear interést at a rate or ratessy be in denominationss
be in a formy either coupon or registeredy carry
registration privilegess be executed in a manners be payable
in a medium of paymenty at places within or without the
statee and be subject to terms of redemption as provided in
resalutions of the boarde The notes and bonds of the board
may be sold at a public or private sale at prices that may
be above or belaow pars

{5) The total asount of notes and bonds cutstaading at
any one times except a note or bond as to which the board's
obligation has been satisfied and discharged by refunding or

for which reserve for payment or other means of payment ‘have
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been othervise provideds may not exceed 3100 million.

NEW _SECTION. Section 10« Provision of bond
resolutionse A resolution authorizing any notes or bonds or
any issue thereof may cont2in provisions that shall :‘be 2
part of the contract or coatracts with the holders thereof
relating to:

(1) pledging all  or - any part of the revenues or
property of the board to secure the payment of the notes or
bonds or any issue thereof, subject to existing agreements
with noteholders or bondholders;

(2} pledging 3all or any part of the assets of the
boards incltuding loans and mortgagesr to secure the paymeat -
of notes or bonds or 'any issue thereofy subject to existing
agreements with noteholders or bondholders;

{3) the use and disposition of the gross income from
loans and mortgages owned by the ' board and - payment of
princi:pal of wmortgages owned by the board;

(%) the setting aside of reserves of sinking funds in
the hands of trusteess paying agentss and other depositories
and the regulation and disposition thereof;

{5) limitations on the purpose to which the proceeds
of sale of notes or bonds may be applied and the pledge of
the proceeds to secure the payment of the notes or bonds or
any issue thereof;

{6} limitations on the issuance of additional' notes or

-12- HB 6%0
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bondss the terms upoa which a2dditional notes or bonds may be
issued and secureds and the refunding of outstanding notes
or bonds;

{7} the proocedures if anys by which the terms of any
contract with mnoteholders or bondholders may be amended or
abrogateds the amount of notes or bonds the holders of which
must consent theretos and the manner in which such consent
may be given;

(8) a commitment to employ adequate and competent
personnel at reasonable compensations salariess feesy and
charges as determined by the board in conjunction with the
departwment of admiwistration and to maintain suitable
facilities and services for the purpose of careying out its
pragrams;

{9) vesting in ‘a trustee propertys rightss powersy and
duties in trust as the board determines;

{10) defining the acts or omissions to act that
constitute a defavult in the obligations and duties of the
board to the holders of the notes or bonds and providing for
the rights and remedies of the holders of the notes or bonds
in the event of such default. including as a mateer of right
the appointment of a receiver. Rights and remedies way not
be inconsistent with the laws of the state and the other
provisions of [sections 1 through 21 ] and

{1i) any other wmatters of like or different character
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that in any way affect the Security or protection of the
holders of the notes or ‘bondse

NEW _SECTION. Section li. Validity of pledge. 4 pledge
made by the board is valid and binding from the <time the
pledge is made. The revenuess moneys or property pledged and
thereafter received by the board shall - ismediately be
subject to the lien of the pledge without any physical
delivery thereof or further acts The lienof any pledge
shall be valid and binding against all parties having claims
of any kind in torts contracty or otherwise against the

boards irrespective of whether suwuch parties have notice

therecf. Neither the resolution nor any other imstrument by -

which a pledge is created need be recorded.

MEW_SECTION. Section 12. Personal Tiability. The
board members and employees of the state involved in the
administration of (sections 1! through 21] are not personally
lTiable or accountable by reason of the issuance of any bond
or note issued by the boarde

HEW_SECTION. Section 13. Purchase of notes and bonds
== cancellation. The board, subject to exi>sting agreements
with noteholders or bondholderss mays out of any funds
available for that recasons purchase notes or bonds of the
boards which shall thereupon be canceleds at a price not

exceeding:

{1} the current redemption price plus accrued interest

~ 14~ HB 6%0
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to - the next interest payment thercons if the notes or bonds
are then redeemable; or

{2) the redemption price applicable on the first - date
after the purchase upon which the notes or -bonds become
subject to redemption plus accrued interest to that dates if
the notes or bonds are not then redeemable.

NEW SECTJON. Section l4e Trust indenturee {1} In the
discretion of the boards bonds may be secured by a trust
indenture between the board and a corporate trustees which
may be a trust company or bank having the power of a trust
company within or without the statee. A trust indenture may
contain psovisions Ffor protecting and enforcing the rights
and vemedies of the bondholders that are reasonable and
proper and not in violation of laws including covenants
setting forth the duties of the board in relation: to the
exercise of its powers and the custodys safeguardings and
application of all money. The board may provide by a trust
indenture for the payment of the proceeds of the bonds and
the revenues to the trustee under the trust indenture of
another depository and for the sethod of disbursements with
safeguards and restrictions it considers necessarye.

{2) All expenditures incurred in carrying out a trust
indenture may be treated as part of the operating
expenditures of the boarde.

MEW _SECTIOM. Section 15. Negotiability of - bondse
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Notes and bonds issued by the board are negqgotiable
instrusents under the Uniform Commercial Codes subject only
to the provisions for registration of notes and bonds.

NEW _SECTION. Sectiom 16« Sighatures of beoard memberss

In case any of the board members whose signatures appear on
notes or bonds or coupons cease. to be members before the
detivery of the 'notes or bondse their signatures shalle
neverthelessey be valid and sufficient for all purposess the
same as - if the wmembers had remained in office until
deliverys

NEW_SECTION. Section 17. Refunding obligations. (1)
The board may provide for the issuance of refunding
obligations for refunding any obligations them gutstanding
that have been issued under f[sections 1 through 21]}e
including the payment of any redemption premium and any
interest accrued Or to accrue to the date of redemption of -
the obligationse. The issuance of obl igationss the
maturities and other detailse the rights of the holdarse and
the  rightss dutiess and obligations of the board are
qoverned by the appropriate provisions of [sections 1
through 21} that relate to the issuance of obligations.

{2) Refunding obligations issued as provided in
subsection (1) may be sold or  exchanged Ffor @ outstanding
otligations  issued wunder the provisions of [sections 1

through 213. The proceeds may be applied to the purchases

&~ HB 640
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redemptions or payment of outstanding obligations. Pending
the application of the proceeds of refunding obligationss
with other avajilable fundss to the payment of principals
accrued interests and any redemption premium on the
obligations being refunded ande if permitted in the
resolution authorizing the issuance of the refunding
obligations or in the trust agreement securing thems to the
payment of interest on refunding obligations and expenses in
connection with refundings the proceeds may be invested as

provided in Title I7s chapter &

NEW SECTION. Section 18« Credit of state not pledged.
Obligations issued under the provisions of [sections 1
through 21] do not constitute a3 debt or 1liability or
obligation or a pledge of the faith and credit of the state
but are payable solely from the revenues or assets of the
boarde An obligation issued under [sections 1 through 21]
shall contain on the face thereof a statement to the effect
that the state of Montana is not liable en the obligation
and the obtigation is not a debt of the state and neither
the faith and credit nor the taxing power of the state is
pledged to the payment of the principal of or the interest
on the obligatione

NEM SECTION. Section 19 Annual audits (1) The
board*s books and records sust be audited at least once each

fiscal yeare
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{2) The legislative auditor may at any time conduct an
audit at the request of the legislative audit Committee.

NEW_SELTION. Section 20. Tax exemption of bondse

Bondss notess or other obligations issued by the board under
the provisions of [sections 1 through 21'}s their transfere
and their income {including any profits made on their sale)
are free from taxation by the state or  any political
subdivision or other instrumentality of the states excepting
inheritances estatesy and gift taxess The board is not
required to pay recording or transfer fees or taxes on
instruments recorded by ite

NEMW_SECTIONM. Section 2l. Pledge of the statee. In
accordance with the constitutions of the United States and
the state of Montanas the state pledges that it will mot in
any way impair ‘the obligations of any agreement between the
board and the holders of notes and bonds issued by the
boards including but not liwmited to an. agreement to
administer a loan prograam financed by the issuance of bonds
and to employ a staff sufficient and competent for this
PUTPOSQae

NEW SECTIONs Section 22+ Definitions. In [sections 23
22 through 25}y unless the context requires otherwises the
following definitions apply:

{1} "Agricultural purpecses™ neans production of

agricultural cropse livestock or livestock productss poulery

~18~ HE8 540
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or poultry productss and fruit or other ‘horticultural cropse
{2) “Beginning fFarmer™ mears any person who:
{3a) is  resident of this state;

{b) receives more than half his annual income from

farming and has not initially commenced farming during the

tax year for which a deduction will be claimed under
[sections 23 through 25];

{c} intends to use any farmland that he wishes to
purchase or -rent for agricultural purposes;

{d) has had adequate trainings by experience or
educations in the type of farming operation that he wishes
to begin on the purchased or rented iand referved to - in
subsection {c);

{e}) has & net worthy including the net worth of his

dependents and spouses if anys of less than $58vy060

3100,000» not including the value of their equity in their

principal residences the value of one personal or family
motor vehiclee and the value of their household goodse
inctuding furnitures appliancess msical instrumentsy
clothings and other personal belongings.

131 *"Landowner™ means an individual  owning land in
Montanas except that an individual who acquires land for the
purpose of obtaining the income tax deduction provided for
in [sections 23 through 25] is not considered to be a

1andowner.
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NEW _SECTIOMe Section 23 Income tax deduction for
land sale to Begimaning farmers. A landowner who sells Yand
consisting of 20 acres or more to a beginning Farmer is
entitled to a deduction in his taxable income for the year
in which the sale occurred in an amount equal to 50% of . aay
income realized and otherwise subject 10 state income taxes
after consideration of any capital gains treatment, up to a
maximusn of $50.,000.

NEW SECTION. Section 24. Rent from beginning farmers
deductible from income tax. Fifty percent of any income
received and otherwise subject to taxation for state income
tan purposes resulting from the rental of any Tand
consisting of 20 acres or more by a3 landowner to a beginning
farmer under any agreement  prowiding for a lease for at
least 3 years is deductible from income taxes provided that
no landownesr may deduct more than 325,000 purseant to this
section -in any tax years nor may any Jlandlord claim this
deduction for agreemants with more than one begimning farser
for rentals on the same tract or parcel of lande

NEW_SECTIDN. Section 25« (laim for income tax
deduction for land sale or rental to a beginning farmerd In
order for a taxpayer to quatify for the deductions provided
in {sections 23 and 247 the taxpayer wust file with his
state income tax return a notarized sStatement from the

beginning farmer who purchased or rented %and from him
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containing a list of the 3s5setss debtss and net worth of the
beginning farmere together with such other information as
the department of revenue may require. The value placed on
any real property located in Montana and owned by the buyer
shall be the amount listed as the current - market value on
the most recent real estate tax statement For that
particular piece of propertys In order: for a taxpayer to
qualify for the deduction for rental income prowvided in
{section 24]s the taxpayer shall certify on his tax return
that any rental arrangement with any other person was not
canceled for the purpose of gualifying for this deductions

Section 26« Section 15-30-121s MCAs is awmended to
read:

®15-30-121. ODeductions allowed in  computing net
incomes In computing net incomes there are a3ltowed as
deductions:

{1} the items referred to in sections 161 and 21t of
the Internal Revenue C(ode of 1954 or as sections 161 and
211 shall be Iabeled or amendeds Subject to the following
exceptions which are not deductible:

{a)} items provided for in 15-30-123;

(b} state income tax paid;

{2} federal income tax paid within the taxable year;

{3) c¢hild and dependent care expenses determined in

accordance with the provisions of section 214 of the

-21- HE 640
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Internal Revenue Code of 1954 that were in ‘effect for the

taxable year that began January 1s 1974 Howevers the

limitation set forth in section 2i4{e){4) of the Internal

Revenue Code of 1954 as that section was in effect for the

taxable year that began January ls.  19T4s applies . only to:
payments wade to a child of the taxpayer who is under 19

years of age at the «close of the taxable vyear and to

payments made to an individual with respect to whom a

deduction is allowable under 15-30-112(5} to the taxpayer or °
the taxpayer®s spousee

{4} that portion of an emrergy-related inwestment
allowed as a deduction under 15-32-103;

{5) in the case of an individuals - polTitical
contributions determined in accordance with the provisions
of section 218({a) and (b) of the Internal Revenue Code that
were in effect for the taxable year ended December 3l
19783

{6] items provided for in [sections 22 through 25]."

Section 27« {odification instruction. It is intended
that sections 22 through 25 be codified in Title 15, chapter
30+ and the provisions of Title 15y chapter 38y apply to

sections 22 through 25.
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