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47th Legislature LC 1156/01 

1 "!O!IS'R . BILL NO. ~ 

,a::.,.!-/_~ 70"·"'-'-( ~ z INTRODUCED BY 

3 

4 A 31LL FOR AN ACT ENTITLED: "AN ACT PROVIDI~G :-oR 

5 ASSISTANCE TO FARMERS, RANCHERS, AND BUSI~ESSKEN ENGAGED IN 

6 AG~ICULTU~Al ACTIVlTltS SY ESTAilLISHlNG THe IWNTANA 

1 AGRICULTURAL DEVELOPMENT BOARD; AUTHO~IZING THE ISSUANCE Of 

8 .O:.cVENUt BONOS FOR ACQUISITION Qf AG~ICULTURAL LAND, 

9 LIVESTOCK, BUILDINGS, OR IM~ROVfMENTS; PROVIDING CERTAIN 

1D INCD''E TAX INCENTIVES TO E<DIVI DUALS WHO SELL OR RENT 

11 AG~ICULTURAL LAND TO BEGINNING FARMERS; AMENDING SECTION 

12 15-30-121, MCA." 

13 

14 BE IT E~ACTED PY THE LEGISLATURE Of THE STATE OF MONTANA: 

15 li~~.a Section I. :5hort titlP. [Sections 1 

16 throuqh 21] may be cited as the "Montana Farm Preservation 

17 Act of 1981"• 

1d ~~~~ Section 2. Purpose. The legislature 

19 finds and declares that agriculture is and will continue to 

2G b€ tt1e 1 ~ad inc; i ndus~ry in the state and that ~he 1 ong-tenr 

21 future of the state is best served by promoting stable, 

22 healthy economic conditions for agriculture. The Hontanc 

23 constitution, in Article XIIt section 1, charges the 

24 lec;is1;,ture with protectin<;o enhancing, and developing 

25 ~ontana agriculture. 3ecause of the continuing increases in 
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costs of 1 and and equipment and the need to operate 

efficiently, 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 acquire, 

upgrade, and modernize their lando livestock, and equipment 

and increase the use of irrigation systems to reduce the 

risks of adverse weather conditions. 

KfH-~ftilQM• Section 3· Definitions. In [sections 1 

through 21] 9 unless the context requires otherwise, 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 cultivation. 

(2) "Agricultural improvements" means any 

improvements, buildings, structures, irrigation, farming, or 

ranching equipment and 1 ivestock suitable for use in farming 

and ranching that are located on or used in connection with 

agricultural land. 

(3) •Board" me~ns the ~ontana agricultural development 

board established in [section 41• 

(4) nsonds" means bonds or notes issued by the board 

pursuant to [sections 1 through 21}• 

(5) •Loann means a mortgage or secured loan for the 

-2- I N T R 0 D U C E D B I L L 

H B' ;tCJ 



1 

2 

3 

4 

5 

6 

1 

B 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1156/01 

purchase, acquisition, improvement, or rehabilitation 

agricultural land or agricultural improvements. 

of 

{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 deed, deed of trust, 

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 number of years 

beyond the maturity date of the obliqation secured by the 

mortgage established by the board as necessary to protect 

its interest as mortgagee. 

{B) •Mortgage loan• means an interest-bearing 

obligation secured by a mortgage on land and improvements in 

the state. 

(9~ •secured loan• means a financial obligation 

secured by a chattel mortgage, security agreement, or other 

instrument creating a lien on an interest in depreciable 

personal property. 

(10) •state agency" means any boardr commission, 

departmentr public officerr or other agency or authority of 

the state. 
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~~~IlDHa Section 4. Agricultural developmant 

board allocation --composition quasi-judicial. (1) 

There is an agricultural development board. 

(2) The board consists of seven members appointed by 

the governor as provided in 2-15-124· The commissioner cf 

agriculture is an ex officio, voting member and the 

remaining members shall be informed and experienced in 

ranching, farming, economics, or finance. 

(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 member of the board may not be considered to 

have a conflict of interest under the provisions of 2-2-201 

merely because the member is a stockholder, officer, or 

employee of a lending institution that may participate in 

the board"s programs. 

(6) The administrator and staff of the board of 

housing provided for In 2-15-1008(6) shall serve, 

respecti.vely, as administrator and staff to the board. 

NEW SECTIONe Section 5. General powers and duties of 

the board. (l) The board shall exercise diligence and care 

in selection 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 imple~entation of the 

projects. 

(2) The board may: 

(a) sue and be sued; 

(b) have a seal; 

(c) adopt all procedural and substantive rules 

necessary for the administration of [sections 1 through 2l]o 

including rules concerning its mortgage, construction. 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 contracts. agreements, and other instruments 

necessary or convenient for the exercise of its powers under 

[s£ctions 1 through 21]; 

(e) enter into agreements or other transactions with 

any federal, state, or local governmental agency, any 

persons, and any domestic or foreign partnership, 

corporation, association, or organization in carrying out 

[sections 1 through 21]; 

(f) enter into agreements cr other transactions with 

and accept grants and the cooperation of any governmental 

agency in furtherance of [sections 1 through 21]; 

(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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loan, either directly or by insurance or guarantee; 

(h) accept services, appropriations, giftso grants, 

bequests, and devises and utilize or dispose of them in 

carrying out [sections 1 through 21]; 

(i) acquire real or personal property or any right, 

interest, or easement therein by gift, purchase, transfer, 

foreclosure, lease, or otherwise; holdo sellt assign, lease, 

encumber, mortgage, or otherwise dispose thereof; hold, 

sellr assiyn• or otherwise dispose of any mortgage or loan 

owned by the board or in its control or custody; release or 

relinquish any right, title, claim, interest, easement, or 

demand, however acquired, including any equity or right of 

redemption; do any of the foregoing by public or private 

sale, with or without public bidding; commence any action to 

protect or enforce any riqht conferred upon it by any lawt 

•ortgage, contract, or other agreement; bid for and purchase 

property at any foreclosure or other sale or acquire or take 

possession of it in lieu of foreclosure; and operate, 

mana~e, lease, 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) service, contract• and pay for the servicing of 

loans; 

(k) invest any funds not required for immediate use, 

-6-
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subject to any agreements with its bondholders and 

noteholders, as provided in Title 11, chapter 6, except that 

all Investment income from funds of the board less the cost 

for investment as prescribed oy law shall be deposited in 

the agricultural account established in (section 6J; 

(1) consent 9 whenever it considers it necessary, to 

the modification of the rate of interest, ti~e, and payment 

of any Installment of principal or interest, security, or 

any other term of any contract, mortgage, mortgage loan, 

mortgage loan commitment, equip~nt or livestock lean, or 

agreement of any kind, subject to any agreement with 

bondholders and noteholdersi 

{m) collect reasonable interest, fees, and charges in 

connection with making and servicing Its loans, notes, 

bonds, commitments, and other evidences of indebtedness; 

(n) procure insurance against any loss in connection 

with Its loans, mortgages, 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 lost, destroyed, 

or mutilated notes and bonds. 

~E¥ SECTION. Section 6. Accounts of the board. (1) 

There is an agricultural account In the bonds proceeds and 

insurance clearance fund provided for In 17-2-102(6)• All 

funds from the proceeds of bonds issued under the provisions 
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of [sections 1 through 21), fees, and other money received 

by the board, money appropriated by the legislature for the 

use of the board in carrying out the provisions of (sections 

l througn 21], and Money made available from any other 

source for the use of the board shall be deposited in the 

aqricultural account except where otherwise provided by law 

and except as necessary to maintain the capital reserve and 

revolving accounts. All funds 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 is a capital reserve account in the sinking 

fund provided for in 17-2-102{3)• The capital reserve 

account consists of the aggregate of mon~y retained by the 

board under existing agreements with bondholders as the 

minimum capital reserve requirement as described in 90-6-119 

for each bond issue sold by the boara. 

(3} There is a revolving account in the revolving fund 

provided for in 1~-2-102(7)• 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 account. 

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 

-a-
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through 21] and from any other money available for such 

repayment in accordance with [sections 1 through 21]. 

bfti_SfLIIOUa Section 7. Financing programs of 

board. The board may; 

the 

(1) make loans to lending institutions under terms and 

conditions adopted by the board requiring the proceeds to be 

used by the lending institution for the making of loans for 

agricultural land and iffiprovements in the state for persons 

residin; in the state; 

(2) invest in• purchase or make commitments to 

purchase, and take assignments from lending institutions of 

notes, mortgages, and other securities for the acquisition, 

construction, rehabilitation, or purchase of agricultural 

land and improvements in this statet under terms and 

conditions adopted by the board; 

(~) make, undertake co.mr. i tm~nts to maKe, and 

participate in the making of loans to persons residing in 

the state for agricultural land and improvements wh~n the 

beard determines that loans are not otherwise available, 

wholly or in part, from ~rivate lenders upon reasonably 

~ouivalent terms and conditions. 

~fH_SfkllQ~ Section 8. Certain restrictions on 

loans. T~e board may finance loans for agricultural land or 

irr.~rovements under [sections l through 21] only when the 

boar1 finds that: 

-9-
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(1) private enterprise has not provided sufficient 

financing for agricultural land and improvements on terms 

sufficiently attractive to induce borrowers to proceed; and 

( 2) the purchase• acquisition, improvement, or 

rehabilitation of the agricultural land or improvement will 

be in the public interest. 

~-Sfkii2tl£ Section 9. General provisions 

limitations bonds and notes. (1) The board ~ay by 

resolution, from time to time, issue negotiable notes and 

bonds in a principal amount as the board determines 

necessary to provide sufficient funds for achieving any of 

its purposes, including the payment of interest on notes and 

bonds of the board, establishment of res·?rves to secure the 

notes and bonds, and all other expenditures of the board 

incident to and necessary or convenient to carry out 

rsections 1 through 21]• 

(2) The board may by resolution, from time to time, 

issue notes to renew notes anc b~nds to pay notes, including 

interest, and whenever it considers refunding expedient, 

refund any bonds by the issuance of new bonds, whether the 

bonds to be refunjed have or have not matured, and issue 

bonds partly to refund bonds outstanding and partly for any 

of its other purposes. 

( 3) Except as otherwise expressly provided by 

resolution of the board, every issue of its notes and bonds 

-10-
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shall be obligations of the boa~d payable out of any 

~evenues, assets, o~ money of the boa~d, subject only to 

ag~eements with the holde~s of particular notes o~ bonds 

pledging pa~ticula~ ~evenues, assets 9 or money. 

(4) The notes and bonds shall be authorized by 

~esolutions of the board, shall bea~ a date, and shall 

mature at times as the ~esolutions provide. A note may not 

matu~e more than 10 years and a bond may not matu~e more 

than 40 yea~s from the date of its issue. The bonds may be 

issued as serial bonds payable in annual installments or as 

term bonds o~ as a combination thereof. Notes and bonds 

shall bear inte~est at a rate or ~ates, be in denominations, 

be in a form, either coupon 0~ registered, carry 

~egist~ation p~ivileges, be executed in a manner, be payable 

in a medium of payment, at places within o~ without the 

state, and be subject to terms of ~edemption as provided in 

~esolutions of the boa~d. The notes and bonds of the boa~d 

may be sold at a public or private sale at prices that may 

be above or below pa~. 

(5) The total amount of notes and bonds outstanding at 

any one time, except a note o~ bond as tc which the board•s 

obligation has been satisfied and discharged by refunding or 

for which reserve for payment or othe~ means of payment have 

been otherwise provided, may not exceed $100 million. 

NEW SECTION• Section 10• Provision of bond 
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resolutions. A ~esolution authorizing any notes or bonds or 

any issue thereof may contain provisions that shall be a 

part of the cont~act o~ contracts with the holders the~eof 

relating to: 

(1) pledging all or any part of the revenues or 

property of the board to secu~e the payment of the notes o~ 

bonds o~ any issue the~eof, subject to existing agreements 

with noteholders or bondholde~s; 

(2) pledging all or any part of the assets of the 

board• including loans and mortgages, to secu~e the payment 

of notes or bonds or any issue thereof, subject to existing 

agreements with noteholders or bondholders; 

(3) the use and disposition of the g~oss income f~om 

loans and mortgages owned by the bo3rd and payment of 

principal of mo~tgages owned by the boa~di 

(4) the setting aside oF reserves of sinking fund~ in 

the hands of trustees, paying agents, and other deposito~ies 

and the regulation and disposition thereof; 

(5) limitations on the purpose to which the proceeds 

of sale of notes o~ bonds may be applied and the pledge of 

the p~oceeds to secu~e the payment of the notes or bonds or 

any issue thereof; 

(6) limitations on the issuance of additional notes or 

bonds, the te~ms upon which additional notes or bonds may be 

issued and secured, and the refunding of outstanding notes 

-12-
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or bonds; 

(7) the procedure. if any. by which the terms of any 

contract with noteholders or bondholders ~ay be a~ended or 

abrogated, the amount of notes or bonds the holders of which 

must consent thereto, and the manner in which such consent 

may De given; 

(B) a commitment to employ adequate and competent 

personnel at reasonable compensation, salaries, fees, and 

charges as determined by the board in conjunction with the 

department of administration and to maintain suit~ble 

facilities and services for the purpose of carrying out its 

programs; 

(9) vesting in a trustee property, rightso powers, and 

duties in trust as the board determines; 

(10) defining the acts or omissions to act that 

constitute a default in the otligations and duties of the 

~oard to the holders of the notes or bonds and providin9 for 

the rights and remedies of the holders of the notes or bonds 

in the event of such default, including as a matter of riqht 

th~ 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 

that in any way affect the security or protection of the 

holders of the notes or bonds. 
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HEW SECTIQH£ Section 11. Validity of pledge. A pledge 

made by the board is valid and binding from the time the 

pledge is made. The revenues, money, 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 act. The lien of any pledge 

shall be valid and bindinq against all parties having claims 

of any kind in tort, contract, or otherwise against the 

boardo irrespective of whether such parties have notice 

therBofo Neither the resolution nor any other instrument by 

which a pledge is created need be recorded. 

NfH_if~~- Section 12. Personal liability. The 

board members and employees of the state involved in the 

administration of [sections 1 through 21] are not personally 

liable or accountable by reason of the issuance of any bond 

-r note issued by the board. 

Mf~~~Q~ Section 13. Purchase of notes and bonds 

cancellation. The board, subject to existing agreements 

with noteholders or bondholders, may, out of any funds 

available for that reason, purchase notes or bonds of the 

board, which shall thereupon be canceled, at a price not 

exceeding: 

(1) the current redemption price plus accrued interest 

to the next interest payment thereon, if the notes or bonds 

are then redeemable; or 

-14- HB!ol/-o 
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(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 date, if 

the notes or bonds are not then redeemable. 

~~SECTION. Section 14• Trust indenture. (1} In the 

discretion of the board, bonds ~ay be secured by a trust 

indenture between the board and a corporate trustee, which 

may be a trust company or bank having the power of a trust 

company within or without the state. 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 law, including covenants 

setting forth the duties of the board in relation to the 

exercise of its powers and the custody, safeguarding, 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. 

(2) All expenditures incurred in carrying out a trust 

indenture nay be treated as part of the operating 

expenditures of the board• 

NEW SECTION. 

Notes and bonds 

Section 15· Negotiability 

issued by the board are 

of bonds. 

negotiable 

instru•ents under the Uniform Commercial Code, subject only 
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to the provisions for registration of notes anc bonds. 

MEW-SfkiiDHa Section 16. Signatures of board members. 

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 bondso their signatures shall, 

nevertheless. be valid and sufficient for all purposes. the 

same as if the meabers had remained In office until 

delivery. 

NEW SECTION. 

The board may 

obligations for 

that have been 

Section 17• Refunding obligations. (11 

provide for the issuance of refunding 

refunding any obligations then outstanding 

Issued under (sections 1 through 21]• 

including the payment of any redemption premium and any 

interest accrued or to accrue to the date ~f redemption of 

the obligations. The issuance of obligations, the 

maturities and other details, the rights of the holaerso and 

the rights, duties, 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 21]• The proceeds may be applied to the purchase, 

redemption, or payment of outstanding obligations. Pending 

the application of the proceeds of refunding obligations, 
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with other available funds, to the payment of principal• 

c::ccrued interest, and any 

obligations being refunded 

resolution authorizing the 

redemption premium 

and, if permitted 

issuance of the 

on the 

in the 

refunding 

obli~ations or in the trust ~greement securing them, to the 

payment of interest on refunding obligations and expenses in 

connection with refunding, the proceeds may be invested as 

p~ovided in Title 17, chapter 6. 

Hf~SECTIO~. Section 18. Credit of state not pledged. 

Obli~ations issued under the provisions of [sections 1 

through 21] do not constitute a debt or liability or 

obliqation or a pledge of the faith and credit of the state 

but are paya~le solely from the revenues or assets of the 

bocrd. An obligation iss~ed under [sections 1 through 21) 

shall contain on the face thereof a statement to the effect 

that the state of ~ontana is not liable on the obligation 

and the obligation is not a debt of the state and neither 

tne faith and credit nor the taxing ~ower of the state is 

pledgee to the payment of the principal of or the interest 

on the obligation. 

NEti_SfkilO~s Section 19. Annual audit. (1} The 

board's books and records must be audited at least once each 

fiscal year. 

(21 The legislative auditor may at any time conduct an 

audit at the request of the legislative audit committee. 
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~~SECTION~ Section 20. Tax exemption of bonds. 

Bonds, notes, or other obligations issued by the board under 

the provisions of [sections 1 through 21)• their transfer, 

and their income (including any profits made on their sale) 

are free from tdxation by the state or any political 

subdivision or other instrumentality of the state, excepting 

inheritance, estate, and gift taxes. The beard is not 

required to pay recording or transfer fees or taxes on 

instruments recorded by it. 

~~~IIUUa Section 21. Pledge of the state. In 

accordance with the constitutions of the United States and 

the state of Montana, the state pledges that it will not in 

any way impair the ~bligations of any agreement between the 

board and the holders of notes and bonds issued by the 

board, including but not limited to an agreement to 

•dminister a loan program financed by the issuance of bonds 

and to employ a staff sufficient and competent for tnis 

purpose. 

~~Sf4Il0lia Section 22. Definitions. In [sections 23 

through 25], unless the context requires otherwise• the 

following definitions apply: 

Ill •Agricultural purposes• means production of 

aqricultural crops. livestock or livestock ~roducts, poultry 

or poultry products, and fruit or other horticultural crops. 

(21 "Beginning farmer• means any person who: 

-18- )/
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(a) is a 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 vhich 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 training, by experience or 

education, 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 worth, including the net worth of his 

dependents and spouse, If any, of less than $50,ooo, not 

including the value of their equity in their principal 

residence, the value of one personal or family motor 

v~hicle, and the value of their household goods, including 

furniture, appliances, musical instruments, clothing, and 

other personal belongings. 

{3) •Landowner• means an individual owning land in 

Montana• 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 

landowner. 

KfM-Sfk11DKa Section 23. Income tax deduction 

land sale to beginning farmers. A landowner who sells 
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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 realized and otherwise subject to state income taxes 

after· consideration of any capital gains treatment, up to a 

maximum of $50 9 000. 

NEW SE£IION. Section 24. Rent from beginning farmers 

deductible from income tax. Fifty percent of any income 

received and otherwise subject to taxation for state incoffie 

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 

least 3 years is deductible from income taxes provided that 

no landowner may deduct more than $25,000 pursuant to this 

section in any tax year, nor may any landlord claim this 

deduction for agree~ents with more than one beginninq farmer 

for rentals on the same tract or parcel of land. 

~fW SECIIOH. Section 25. Claim for income tax 

deduction for land sale or rental to a beginning farmer. 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 th~ 

beginning farmer who purchased or rented land from hi• 

containing a list of the assets, debts, and net worth of the 

beginning farmer, together with such other information as 

-20-
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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 property. In order for a taxpayer to 

qualify for the deduction for rental income provided in 

[section 24]• the taxpayer shall certify on his tax return 

that any rental arrangement with any other person was not 

canceled for the purpose of qualifying for this deduction. 

Section 26. Section 15-30-121, ~CAo is amended to 

read: 

"15-30-121. Deductions allowed in computing net 

income. In computing net 

deductions: 

i ncome 0 there are allowed as 

(1) the items referred to in sections 161 and 211 of 

the Internal Revenue Code of 1954, or as sections 161 and 

211 shall be labeled or amended, 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 

23 accordance with the provisions of section 214 of the 

24 Internal Revenue Code of 1954 that were in effect for the 

25 taxable year that began January 1o 1974• However, 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 efTect for the 

taxable year that began January lo 1974o 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 to whom 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; 

(5) in the case of an individual, pol itica1 

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 anded Decewber 31t 

1978•.i 

.L.hl-~~~-btL.i.n_[~lSI~-ZZ.~Ul~h_-~" 

Section 27. Codification instruction. It is intended 

that sections 22 through 25 be codified in Title 15o chapter 

3Ct and the provisions of Title 15o chapter 30, 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 .8.1_ , there is hereby submitted a Fiscal Note 

for ______ Hous§ Bill 640 pursuant to' Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA). J 
Background information used in developing this Fiscal Note is available from the Office 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, 1981. 

Fiscal Impact 

Expenditures under proposed law 
Expenditures under current law 
Increased expenditures under prop. law 

FY 1982 

$489,596 
470,496 

19' 100 

Funding: Revolving Fund, no General Fund 

FY 1983 

$570,381 
490,281 

80,100 

Total 
Biennium 

$1,059 '977 
960,777 

99,200 

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 ge"Zne 1 
boost to many Montana industries related directly or indirectly~~~~ 
to agricultural development. ~ ~ ~ 

BUDGET Dl RECTOR 

Ottice of Budget and Program Planning 

Date: 2. - I} - 'g' f 



~7th legislature 

STATEMENT Of INTENT 

HOUSE BILL b40 

House Agr"icul ture Co111111i ttee 

HB 6~0 

1 

2 

3 

4 

5 A statement of intent is required for House Bill 6~0 

6 because it delegates rule111aking authority to the Montana 

7 agricultural development board in section ~. 

6 The legislature intends that the Board adopt all rules 

9 necessary to establish a sound progra111 that wi 11 accoaplish 

10 the purposes of the Montana farm Preservation Act of 1981. 

ll In adopting loan rules, the Board should assure thdt loans 

12 granted wi 11 be large enough to provide neces·sat"y capital 

13 yet not so large as to support economical! y sound practices. 

1~ The economic viability of the beginning far~r or rancher 

lS under a loan should be of paramount i~~~portance. 
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HOUSE BILL NO. b40 

I NTROOUCED BY LUNDo Sl VER TSHlo MANUEL t CONROY 

A BILL FOR AN ACT ENTITLED: •AN ACT PROVIDING FOit 

ASSISTANCE TO FARMERS, RANCHERS, AND BUSINESSMEN ENGAGED IN 

AGRICULTURAL ACTIVITIES BY ESTABLISHING THE HON'fANA 

AGRICULTURAL OEVELOPl'lENf 30ARO; AUTHORIHNG THE ISSUANCE OF 

REVENUE BONOS FOR AC QUI SIT ION OF AGRICULTURAL lANDo 

Ll \IESTOCito SUI lOINGSo OR IMPROVEMENTS; PROVIDING C ER,JA IN 

INCOHE TAX INCENTIVES TO lNOIVlOUAlS WHO ~Ell OR ~ENT 

AGRICULTURAL LAND TO BEGINNING FARMERS; CREATINf __ AN 

~lf!&l.URAL ~£0UNT !!L THE--.ru;!~-PROfliQL~~Q_- I Nd~~ 

CLE~~ANCL_!:UND_ AND ~~~ROfR IATIN(, __ MO~EY _OEPQ SIT~Q._!~ THE 

~QUNTl_2!iQ AHEIIIOJNG SECTION 15-30-12lt MO .• " 

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

NEW SECTION. Section t. Short title. [ :>ect ions 1 

through 21] •ay be cited as the •Montana Farm Pres~rvation 

Act of 1981". 

NEW~TJON. Section z. 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 Xllt section lo charges the 

HB 064t0/02 

legislature with protecting, enhancingo and developing 

2 "ontana agriculture. Because of the continuing increases in 

3 costs of land and equip•ent and the need to operate 

4 efficiently, the capital require-nts for farmin<J and 

5 ranching in the state have increased substantially so that 

b there is a need to make financial assistance available to 

7 young and beginning farmers and ranchers at lower than 

8 conventional interest rates to enable the• to acquire, 

9 upgrade, and MOdernize their lando livestock• and equipment 

10 and increase the use of irrigation systems to reduce the 

ll risks of adverse weather conditions. 

12 NEW SECTION. Section 3. D-efinitions. In [sections 1 

13 through 2l]o unless the context requires otherwise, the 

14 following definitions apply: 

15 (11 •Agricultural land" means land suitab1e for use in 

16 far~ing and ranching and includes improvements to land that 

17 make it suitable for irrigation or cultivation. 

18 {21 "Agricultural i 111pr ove 11ent s" ~~~eans any 

19 impro.,ements, buildingso structures, irr i'J<)t·iono farming, or 

20 ranching equipment and livestock su1table for use in farming 

21 and ranching that are focated on or used in connection with 

Z2 agricultural land. 

l3 131 '"Board" means the Montana agricultural development 

Z4 boa~d established in [section 4]. 

2"i (4) »Bonds" means bonds or notes issued by the board 

-2- Hl:l b40 
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pu~suant to [sections 1 th~ouqh 21]• 

(51 "loan" ae~s a ao~tgage o~ secured loan for the 

pu~chaseo acquisition, imp~ovemento o~ rehabilitation of 

agricultural 1.3nd or agricultural iotprovements. 

(6) •Lending institution" means any public o~ private 

entity or governmental agency approved by the board thdt 

maintain~ an office in this state and is autho~ized by law 

to .,ake or pa~ticipate in aaki nq JAOrtqage loans in the 

state. 

(7) ""ortgage" means a mortgage deedt deed of trusto 

or other instrument that constitutes a valid lien on real 

prope~ty in fee simple or on a leasehold under a lease 

having a ~emaining term at the ti.e the .artgaqe is acquired 

which does not expire for at least that number of yea~s 

beyond t~ aaturity date of the obligation secured by the 

aortgage established by the board as necessary to protect 

its inte~est as 1110rtgagee. 

1 6J "Mortgage 1 oan• 111eans an interest-bearing 

obligation secured by a .artgage on land and improvements in 

the state. 

{'1) •secured loan• means a financial obliqation 

s.ecu~ed by a chattel •o~tgage, security agree.ento o~ othe~ 

instruMent creating a lien on an inte~est in depreciable 

personal property • 

(10 1 •state agency" means any boardo commission, 

-3- HB 6ft0 
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oeparteentr publi·c officer, or other agency or authority of 

the state. 

~~ SECTION. Section 4. Agricultural development 

board allocation -- coaposition quasi-J •Jdic i al. ( 1' 

There is an agricultural develop~n~ boa~d. 

(21 The board consists of seven Members appointed by 

the governor as provi-ded in 2-15-llft. The ee~-'i-~ 

OIRcf~ of agriculture is an ex officio. votJng - .. ber and 

the ~enaining ~embers shall be informed and experienced in 

~aoct• i fHJ• f ar.,j ng, economics • or finance. 

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

purposes of 2-15-124. 

( 4) The board is a 11ocated to the departaent of 

ad~inistration for adeinistrative purposes only as provided 

i n 2-1 5- 121 • 

{51 A membe~ of the board may not be considered to 

have a conflict of interest under the provisions of 2-2-201 

merely because the me$ber is a stockholde~• officero or 

e~ployee of a lending 1nstitution that -av participate in 

the board's programs. 

(6) The ad.,i ni·strator 

housing provided for in 

and staff of 

2-15-1008(6t 

the board of 

shall server 

respectively, as administrato~ and staff to the board. 

NEW SECTION. Section 5. General powers and duties of 

the board. (11 The board shall exercise diligence and care 

-4- HB 640 
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in selection of projects to receive its assistance and shall 

apply custoaary and acceptable business and lending 

standards in selection and subsequent implementation of the 

projects. 

(2) The board may: 

(a) 

(b) 

sue and be sued; 

have a seal; 

(c) adopt all procedural and substantive rules 

necessary for the adMinistration of [sections l through 21]• 

including rules concerning its mortgage, construction, and 

te~orary lending programs and maximum net worth standards 

for tndividual s eli gtble to participdte in the pr.:>grdOIS 

pursuant to [sections 1 through 21J; 

(d) make contracts. agree.entso and other instru01ents 

necessary or convenient for the exercise of its powers under 

[ s~ctions l tht'ough 21 j; 

(e) .-nter into agreements or ather transactians with 

any federal, state• or local governmental agenLY• any 

persons, and any do111estic 

corporation, a !>soc iat ion, or 

[section~ 1 through 21]; 

or fore•gn partner5hipt 

organization tn carrying out 

[f) enter· tnto agreements or other transactions with 

and accept grants and the cooperation of any governmental 

agency in furtherance of [sections 1 through 21]; 

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

govern-ental agency that assuMes any obligation to repay the 

loan, either directly or by insurance or guarantee; 

th) accept services, appropriations. ~iftso grants. 

bequests, and devises and utilize or dispose of the~ in 

carrying out [sections through 21]; 

(i) acquire real or personal property or any r i gnto 

interest, or easement therein by gift, purchase, trans fer, 

foreclosure, lease, or otherwise; hold, sell, assigno lease, 

encumber, mortgage, or otherwise dispose thereof; hold, 

sell, assogn, or otherwise dispose of any .ortgage or loan 

oomed by the boa.-d or in its control o.- custody; release ·or 

relinquish any righto title, clai•• inte~esto easement, or 

demandt howeve~ acquired, including any equity or right of 

redeaption; dO any of the foregotng by public or private 

sale, with or without pub! i c bidding; commence any ac ti·on to 

protect or enforce any right conferred upon it by any law, 

mortgage, contract, or other agreement; bid for and purchase 

property at any foreclosure or other sale or acquire or take 

possesston of it in lieu of foreclosure; and operate. 

manage. lease, dispose of, 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; 

( J l service. contract• and pay for' the servicing of 

-6- HS 61t0 
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loans> 

C k) invest any funds not required for immediate us eo 

subject to any agreements with its bondhotders and 

noteholderso as provided in Title 17, chapter 6o except that 

all investment income from funds of the board less the cost 

for investment as prescribed by law shall be depos•ted tn 

the agricultural account establ&~ed in [section 6]; 

(lJ consent• whenever it considers 1t necessary, to 

the modification of the rate of interesto time, and payment 

or any install~ent of principal or interest, securitY• or 

any other term of any contract. mortgagee mortgage toano 

mortgage loan commitment. equipaent or livestock loano or 

agreement of any kinde sub;ect to any agreement •ith 

bondholders and notenolders; 

( m) col Ject reasonab 1 e· interest. fees, and char,~s in 

connection with •a king and serv i c 1 n~ its loans, notes, 

bondso commitments, and other evidences of indebtedness; 

(nJ procure insurance against any loss in connection 

•ith its loans, mortgages. mortgage loans and other assets 

or property in a~ounts and from 1nsurers as the board 

considers desira~te or necessary; and 

( o J issue notes itnO bonds and replace J ast, destroyed. 

or mutilated notes and bonds. 

NEW SECilQ~ Sect ian &. Accounts. of the boar d. ( 1) 

There is an agricultural account in the ~ ~~proceeds 
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and insurance clearance fund provided for 1n 17-2-102(6}• 

Al1 funds from the proceeds of bonds assued under the 

provisions of (sections 1 through 21]o fees, and other money 

received b~ the board• money appropriated by the legislature 

for the use of the board in carrying out the provisaons of 

[sections 1 through 21 ]• and money made avai 1 able from any 

other source for the use of the board sha11 be depos&t~d tn 

the agricultural account except where otherwise provided by 

law and except as necessary to main~ain the capital reserve 

and revolving accounts. All funds d posited an the 

agricultural account are continuously appropriated to and 

ftay be expended by the board for the purposes authorized in 

[sections 1 through 21]. 

(2) There is a 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 

bocrd under existing agree~nts with bondholders us the 

minimum capital reserve. requirement as. described in 90-6-119 

for each bond issue sold by the board. 

( 3) fhere is a revolving account in the revo Iva ng fund 

provided for in 17-2-102(7)• Funds appropriated by the 

legislature for use of the bodrd in payaent of expenses 

incurred in carrying out the provisions of [sections 1 

through 21] shafl be deposited in the revolving account. 

Funds expended by the board under this subsection shall be 

-8- HB 6ft0 
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repaid by the boa~d into the ~evolving account f~o• the fees 

and cha~ges collected under the provisions of {sections 1 

through 21] and fro• any other .aney available for such 

~epay~nt in accordance with [sections l th~ough 21]• 

~~~ SEC!!QH• Section 7. Financing prog~a•s of the 

board. The board may: 

(1) •~ke loans to lendinq institutions unde~ terms and 

conditiOns adopted by the board requiring the proceeds to be 

used by the lending institution fo~ the .aking of loans for 

agricultural land and i~roveaents in the state for persons 

reSiding in the state; 

(2) invest in, purchase or mal<e co111111i t~~~ents to 

purchase, and take assignaents from lending institutions of 

notes, mortgages. and other securities for the acquisition, 

construction, rehabilitation, or purchase of agricultUJ"al 

1 and and itllprOveiM!nts in this state, 

conditions adopted by the board; 

(JJ ~nake. undertake co.-it 81e1'1t s 

under terms and 

to make, and 

partic1pate in the making of loans to persons residing in 

the state for agricultural land and iftProve~ts when the 

board determines that 1 oans al'e not otherwise available. 

wholly or in part, fro~ private lenders upon reasonably 

equivalent terms and conditions. 

~EW_SEfTIO~~ Section 1!. Certain rest~ ictions Of1 

loans. The bo3rd may finance loans for agricultural land or 
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illp~ovements under [sections l through 21} only when the 

board finds that: 

C ll pr i vat:e enterprise has 

financ1ng for agricultural land and 

not provided' suff icieot 

i -.p~ove 111ent s on tel'18& 

sufficiently attractive to induce borrowers to proceed; and 

f 2) the purchase, acquisition. iiiiProYelllento or 

rehabilitation of the agricultural land or improveMent will 

be in the public interest. 

~EW_SECTID~~ Section 9. General provisions 

limitattons bonds and notes. (1) The board •ay by 

resolution, 

bonds in 

from tiMe to time, issue 

a principal amount a~ 

negotiable 

the board 

notes and 

dete~lilines 

necessary to provide suffic1ent funds for achieving any of 

its purposes, including the pay•ent of interest on notes and 

bonds of the board• establ ish-nt of .res.erves to secure the 

notes and bonds, and all other expenditures 

incident to and necessa~y or convenient 

[sections l through 21]• 

of 

to 

the board 

carry out 

(2) The board •ay by resolution. from time to tl~t 

ISSue notes to renew notes and bonds to pay notes, including 

interest, and wheneve~ tt considers refunding expedient, 

refund any bonds by the issuance of new bonds• whether the 

bonds to be refunded have or have not matured, and issue 

bonds partly to refund bonds outstanding and partly for any 

of its other pu~poses. 

-lo- HB 640 
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(3J Except as otherwise expressly provided by 

resolution of the board, every issue of its notes and bonds 

shall be obligations of the board payable out of any 

re~enueso assetso or MOney of the board, subJeCt only to 

agree~nts with the holders of particular notes or bonds 

pledging particular revenues, assets, or Money. 

(4) The notes 

rer.olutions of the 

and bonds shall 

boardo shall bear 

be authorized t>y 

a date. and shall 

mature at times as the resolutions provide. A note may not 

mature more than 10 years and a bond •ay not •ature ~re 

than 40 ~ears from the date of its issue. The bonds 111ay 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 rates. be in denominations• 

be in a forDo either coupon or registered, carry 

registration pri~ilegeso be executed in a manner, be payable 

in a medium of pay~nto at places within or without the 

state, and be subject to ter•r. of redeMption as provided In 

resolutions of the board. The notes and bonds of the board 

111ay be sold at ,a public or private sale at prices that 111ay 

be above or below par. 

{5) The total amount of notes and bonds outstanding at 

any one ti111eo 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 pay~nt have 
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been otherwise providedo may not e~ceed 1100 million. 

NEW~TIO~ Section 10. Provision of bond 

resolutions. 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 pay111ent of the nott>S or 

bonds or any issue thereof, subject to existing agreements 

with noteholders or bondholders; 

(Z) pledging a·ll or any part of the assets of the 

boar do including loans and mortgagest to secure the payment 

of not~s or bonds or any issue thereof, subJeCt to ex1sting 

agreements with noteholders or bondholders; 

{3) the use and disposition of the gross incoae from 

loans and ~rtgages 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 of trustees. paying agents. and other depositories 

and the regulation and disposition thereof; 

( 5) Ji111itations on the purpose to which the proceeds 

of sale of notes or bonds may be applied and the pledge of 

t~ proceeds to secure the payMent of the notes or bonds or 

any issue thereof; 

(6) 1 imitations on the· issuance of additional notes or 
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bonds, the terms upon .which additional notes or bond!> ~tay be 

issued and secured, and the refunding of outstanding notes 

or bonds; 

(11 the procedure, if an yo by which the ten11s of any 

contract with noteholders or bondholders may be amended or 

abrogated, the amount of notes or bonds the holders of which 

must consent theretoo and the aanner in which such consent 

may be given> 

(8) a commitMent to employ adequate and competent 

personnel at reasonable compensation, salaries, fees, and 

charges as determined by the board in conjunction ~ith the 

departrDent of administration and to maintain suitable 

facilities and services for the purpose of carrying out its 

progra111s; 

(9) vesting 1 n a trustee property, rights·, powers, 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 

oo~rd 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, 1nclu-ding as a !latter of right 

the appoint-nt of a receiver. Rights and remedies may -not 

be inconsistent with the laws of the state and the other 

provis1ons of [sections 1 through 21j; and 

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

holders of the note!> or -bonds. 

NEW SECTlO~ Section 11. Validity of pledge. A pledge 

made by the board is vali·d and binding fro• the ti..e the 

pledge is aade. The revenues • .ar~ey. or property pledged and 

thereafter received by the board shall· i-ediat:ely be 

subject to the lien of the pledge without any physical 

delivery thereof or further act. The li.en of any pledge 

shall be valid and binding against all parties having clai.s 

of any kind in torto contract, or otherwise against the 

board, irrespective of whether such parties have notice 

thereof. Neither the resolution nor any other instrusent by 

which a ~ledye is created need be recorded. 

NEW~~~ Section 12. ~rsonal liability. The 

board ~~embers and emp 1 oyees of the state involved in the 

administration of [sections 1 through 21] are not personally 

liable or accountable by reason of the issuance of any bond 

or note issued by the board. 

~ SECTIO~~ Section 13. Purchase of notes and bonds 

cancellation. The board. subject to existing agree.ants 

with noteholders or bondholders, may, out of any funds 

available for that reason• purchase notes or bonds of the 

board, wnicn shall thereupon be canceled, at a price not 

exceeding: 

{i) the curr~nt redeMption price plus accrued interest 
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to the next ~nterest pay~nt thereon~ if the notes or bonds 

are then redeemable> or 

(2) the rede•ption price applicable on the first date 

after the purchase upon which the notes or bonds becoae 

subject to rede•ption plus accrued interest to that datew if 

the notes or bonds are not then redeemable. 

NEW SECT ION. Section 14. Trust indenture. ( q [n the 

discretion of the board• bonds •ay be secured by a trust 

indenture between the board and a corporate trustee. which 

may be a trust company or bank haying the power of a trust 

coMpany within or without the state. A trust indenture may 

contain proYisions for protecting and enforcing the rights 

and remedies of the bondholders that are reasonable and 

proper and not &n violation of lawo including covenants 

setting forth the duties of the board in relation to the 

exercise or 'ts powers and the custody• safeguarding. and 

app 1 icati on of all 1110ney. 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 

aROther depository and for the sethod of disbursement. with 

sa.Jeg~.~<~rds and restrictions it considers necessary. 

(2) All expenditures incurred in carrying out a trust 

tndenture may be treated as part of the operating 

expenditures of the board. 

NEW SECT[Qft~ Section 15• Negotiability of bonds. 
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Notes and bonds issued by the board are negotiable 

instruMents under the Uniform Co~rcial Code, subject only 

to the provisions for re9istration of notes and bonds. 

NEW_SEC!!Q~ Section 16. Signatures of board members. 

In case any of the board members ~hose signatures appear on 

notes or bonds or coupons cease to be members before the 

delivery of the notes or bonds. their signatures shall, 

nevertheless. be valid and sufficient for all purposes. the 

same as if the members had re•ained in office until 

deli very. 

!!~W SEC!!.Q~ Section 17. Refunding ob1igations. (l) 

The board Mdy provide for the issuance of refunding 

obligations for refunding any obli9ations then outstanding 

that have been issued under [sections 1 through 21}• 

including the ~ayment of any redemption premium and any 

interest accrued or to accrue to the date or redeMption of 

the obi igations. The issuance of obl igationso the 

maturities and other detai 1 s • the rights of the holder so and 

the rights, duties, 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 

subsection (1) •ay be sold or exchanged 

otligations issued under the provisions 

through 21]. The proceeds say be applied to 
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redemption, or payment of outstanding obligations. Pending 

the application of the proceeds of refunding obligations, 

with other available fonds, to the payment of principal, 

accrued interest. and any redemption preaiu• on the 

obligations being refunded and• 

resolution authorizing the issuance 

if peraitted in the 

of the refunding 

ooliqations or in the trust agreement securing them, to the 

payment of interest on refunding obligations and expenses in 

connect•on with refunding• the proceeds may be invested as 

provided in Title 17, chapter b. 

NE~SECTION. Section iS. 

Obligations issued under the 

through 21] do not constitute 

Credit of state not pledged. 

provisions of [sections 1 

~ debt or liability or 

obligation or a pledge of the faith and credit of the state 

but are payable solely from the revenues or assets of the 

board. 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 obi igation 

and the obligation is not a debt of the state and neither 

the faith and credit nor the ta~ing power of the state is 

pledged to the payment of the principal of or the interest 

on the ooligation. 

~~~fflON. Section 19. Annual audit. (q The 

boaTd's books and records Dust be audited at least once each 

f1 seal year. 
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(2) The legislative auditor may at •ny tt•e conduc~ an 

audit at the request of the legislative audit co.mittee. 

NEW SECTIGN. Section 20. Tax exe•pt-ion of bonds. 

Bonds, notes, or other obligations issued by the board under 

the provisions of [sections 1 through 21]• their transfer, 

and their inconae {including any profits made on their sale) 

are free frOM taxation by the state or any political 

subdivision or other instru.antality of the state, excepting 

inheritance. estate. and gift ta~es. The board is n~ 

required to pay recording or transfer fees or taxes on 

instruments recorded by it. 

NEW SECTION. Section 21. Pledge of the state. In 

accordance with the constitutions of the United States and 

the state of Montana. the state pledges that it will not in 

any way iapair the obligations of any aqree~nt between the 

board and the holders of notes and bonds issued by the 

board, inc I uding but not limited to an agree'lllent to 

administer a loan progra~ financed by the issuance of bondS 

and to employ a staff sufficient and coapetent for this 

purpose. 

NEW2EC!ION. Section 22. Oef i nit ions. In (sections i!3 

Z2 through 25], unless the context requires otherwise, the 

following definitions apply: 

(1} "AgriCUltural purposes• means production of 

agricultural crops, livestock or livestock products, poultry 
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or poultry' prOducts• and fruit o~ other horticul tu~al crops. 

(2t •Beginning far•e~" ~ans any person who: 

(a) ts a resident of this state; 

(b) receives more than half his annual income from 

far•ing and has not initially commenced far~ing during the­

tax year for which a deduction wlll be clai~ under 

[sections 23 through 25] 0 

{c) intends to use any faraland that he wishes to 

purchase or rent for agricultural purposes; 

(d) has had adequate train-tng, by experience or 

education, 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 

dependents and 

sloo,ooo, not 

net wortho including the net worth of his 

spouse, if any, of less than ~56ye&P 

including the value of thei~ equity in their 

principal ~esidence, the value of one personal or fa•ily 

MOtor vehicle, and the value of their household goodso 

including furnitureo app l i anceso -sical instru-ntso 

clothing, and other personal belongings. 

'(3} "Landowner• means an individual owning land in 

!'lontan<h except that -an individual -..no acquires land for tfle 

purpose of obt-aining the income tax deduction provided for 

in (sections 23 through 25] i5 not considered to De a 

landowner• 
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NEW~~ Section 23. lncome tax deduction for 

land sale to beginning farmers. A landowner who sells land 

consisting of 20 acres or mo~e to a beginning far~r is 

entitled to a deduction ir. his taxable income for the year 

in which the sale occur~ed in an amount equal to SOt of any 

incoee realized and otherwise subject to stdte income taxes 

after consideration of any capital gains treatment, up to a 

maximum of s5o,ooo. 

~~TIO~ Section 2-.. Rent from beginning farmers 

deductible fro• inca.e tax. Fifty percen, of any inco~ 

received and otherwise subject to taxation for state 1ncome 

tax purposes resulting fro• the rental of any land 

consisting of 20 ac~es or more by a landowner to a beg1nning 

farmer unaer any agreement providing for a lease for at 

least 3 years is deductible from income taxes provided that 

no landowner may deduct .are than S25o000 pursuant to this 

section in any taJ< yearo nor •ay any landlord claim this 

deduction f.or agreenents with 111ore than one beginning fanaer 

for rentals on the sa.a tract or parcel of land. 

NEW~!!Q~ Section 25. Clailll for income tax 

deduction for land sale or rental to a beginning fan11er.. In 

order for a taxpayer ·to qualify for the deductions provided 

in (sections 23 and 24] the taxpayer •ust file with his 

state incoAe tax return a notarized statement from the 

beginning farmer who purchased or rented land from hi• 
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conta in·i ng a 1 i st of t.he assets. debts. and net worth of the 

beginning farmer, 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 1 isted as the current •arket value on 

the most recent real estate tax statement for that 

~articular piece of property. In order for a taxpayer to 

qualify for the deduction for rental income provided in 

[section 24]• the taxpayer shall certify on his tax return 

that any rental arrangement with any other person was not 

canceled for the purpose of qualifying for this deduction. 

Section 21>· Section l'>-30-12lo H(lt, is a.ended to 

read: 

"15-30-121. Deductions allowed in 

inco•e· In computing net income, there 

deductions: 

computing net 

are allowed as 

(1) the items referred to in sections 161 and 211 of 

the Internal Revenue tode of 1954o or as sections 161 and 

211 ~hall be labeled or amendedt subject to the following 

exceptions which are not deductible: 

tal items provtded for in 15-30-123; 

(b) state income tax paid; 

(2l federal income tax paid within the taxable year; 

24 {3} child and dependent care expenses deter~ined in 

Z~ accordance with the provisions of section 21~ of the 
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Internal Revenue tode of 1954 that were in ef·fect for the 

taxable year that be9an Januowy 1~ 1974• However. the 

limitation set forth in section 214(e)(4) of the Internal 

Revenue tode of 19>~ as that section was in effect for the 

taxable year that be~an January 1. 1974• applies only to 

payments made to a child of the taxpayer who is under 19 

years of a9e at the close of the taxable year and to 

payments made to an individual with respect to whom a 

deduction is allowable under 15-Jo-112(5) to the taxpayer or 

the taxpayer's spouse. 

{4} that portion of an ener9y-related investment 

allowed as a deduction under 15-32-103; 

{ :5) in the case of an individual, political 

contributions deter~ined in accordance with the provisions 

of section 21B(a) and {b) of the Internal Revenue Code that 

were in effect for the taxable year ended December 31, 

1978wi_ 

12.l_il~ _ _ru:_ ov i de~__!2!._l!!_l~~H2!!.L.?. 2 through 2lli" 

Section 21. (oaification instruction. It is intended 

that sections 22 through 25 be codified in Title 1'>• chapter 

30, and the provisi~ns of Title 15, chapter 30• apply to 

sections 22 throuqh 25. 

-End-
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STATEMENT OF INTENT 

HOUSE !Hll 61t0 

House Aqr iculture CCN~W~i ttee 

5 A state-.nt of intent is required for House Bill 6~0 

6 because it delegates ru1e.aking authority to the Mont~na 

7 agricultural develop-.nt board in section 5. 

8 The le~i!>lJture intends that the Board adopt all rules 

9 nec.e10sary to establish a sound progr- that "'i 11 accoe.pl•sh 

10 the purposes of the Montana Far• Preservation Act of 1981. 

11 In adopting 1 oan niles, the Board should assure that t oans 

12 granted ·"'ill be large enough to provide neCe'$'Sary capital 

lJ yet not so large as to support econ0111icall·y sound practices. 

14 The econ<mic viabi I ity of the beginning far-r or rancher 

15 under a loan should be of paraaount iaportance. 
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HOUSE BILL NO. t.ltO 

INTRODUCED BY LUNDt SIVEfi.TSEMo MANUELt I:ONROY • 

A BILL FOR AN ACT ENTJTLED: •AN ACT PROVIDING FOtt 

ASSISTANCE TO FARMERS, RANCHERS, ANO BUSINESSMEN ENGAGED IN 

AGRICULTUitAL ACTIVITIES BY ESTABLISHING THE MON'JANA 

AGR ICUL JURAL DEVELOPMENT aOARD; AUTHOR I U-NG THE ISSUANCE OF 

RE-VENUE BONDS FIM ACOUI~IHOH OF AGRlC.ULTUitAL LANDo 

t.IVESTOU:, BUILD1MGSo OR IMPROVEKENl\S; PRDYlOIIriG CE!tfA.lN 

INCOME TAX INCENTIVES TD lNOIVlOUALS ~HO SELL OR AE~T 

AGRICULTURAL LAND TO B~GINHIMG FARMERS; Cit 6A Tf~__M! 

AG«ICULTURAL -accOUNT IN THE BONO PROCEEDS A!!D INSURANCE 

CLEARANCE FUND AND APPROPRIATING HONEY DEPQSITEO !!!~ 

ACCOUNT; AND AMENDING SECTION l5-30-l2lo HCA.• 

BE IT ENACTED BY THE LEG"fSL'ATURE OP THE STATE OF MONTANA: 

NEW SECTION. Section 1e Shor~ · title. (Sections 1 

through 21} •ay be cited as the •Montana F¥111 Preservation 

Act. of 1 981• • 

NEW SCCTJOfte 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 1ong-ter• 

future of the s.tat:e is best ser ... ed by promoting st.ableo 

healthy econoeic conditions for agriculture. The Montana 

constit:ut:tono in Article XIIo section lo charges. the 
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legislat:vr~ vit:h protecting, enhancing, and 4eveloping 

Montana agriculture. Because of the continuing incr~ases in 

costs of land and equipment and the need to operate 

efficiently, 

r anchin·g in 

the capital requi·re-nts for far•i ng and 

the state have increased substantially so that 

there is a need to •ake financial ass·istance available to 

younq an-d beginning fCJr.ers and ranchers at lower than 

conventional interest rates to enable thea to acquire, 

upgradeo and llodernize their lando I hestocko and equip_,t 

and increase the use of irrigation syste•s to reduce the 

risks of adverse weather conditions. 

NEW SECHON. Section 3. Definitions. In [sections 1 

through Zl)o unless t~e context requlres other~iseo the 

following definitions apply: 

{1, •Agricultural land• means land suitable for use in 

far•ing and ranching and includes iMproveMents to land that: 

~Rake it suitable for irrigation or culti..,·at:ion. 

{2t *Agricultural ill!prove-nt.s• llleiiOS ;my 

iaprovetnentso buildings, structures, irriga.t;-iOrh far•ingo ·or 

ranching equipMent: and livestock suitable for use in far•ing 

and ranching that: are located -on or used in connection with 

agricultural land. 

f3» •Board• 111eans the Montana agricultural develop.ent 

board established in [section 4]• 

{It) •Bonds" -ans bonds.or notes issued by the board 
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pursuant to [ se1:tioas. 1 throuqh ·21 }• 

(5) •Loan• _ _,s a _,.,.tgege or secured loan for the 

purchase, acqui sitiono iaprove•ent:• or: rehab'Ui'ta:t:ion of 

agricultural land or. agricultural- ·1-.prove-nts. 

(6) •tending institution• -ans ·any publi'< or "JWivate 

entity or govern.ental ageacy approved by the boar4· t~ 

aaintains an office in thiS' state ·and is· authori-zed by ,_ 

to •ake or ·participate in INkinq aortgage l'oans in the 

state. 

{7) ·~rtgage• -an5 a aortgage deedo deed of trusto 

or other imotru-nt that constitutes a vat i·cl lien on real 

property in fee si.-p1e or on a leasehold under a tease 

having a reaaining tera at the tiae the aortgage j s acquired 

Nhi ch does not expire for at least that nu.oer, of years­

beyond the llilturi·t,- date of the obligation secured by tbe 

aortgage est-ab·l ished by the board as necessary to protect 

its interest as aortgagee. 

(&J •llfortgage -1-• •••s an ilfterest-be01rtng 

obligation secured by a -rtgage on 1-d and i•proveaents· in 

the state. 

{9) •secured loan• -ans ,. financial obligation 

secured by a chattel -ortgageo security agreeaento or other 

instruaent creatin·g a lien on an interest in depreciabte 

personal property. 

( 10) •state agency• aeans any boardo co~ssiono 
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c!epart:lllmto publi'c· of"ficero' or other agency or authority of 

ttle state. 

NEW SEc;TION. Section ~. Agrh:ultural deyelopaent 

board -- allocation -- c:oapositicWt -- quasi-judiciat. (1 J 

There is an aqricuttural develop..nt board. 

(2) The board consi-sts of seven -lllbers appointed by 

the go-rnor as provi-ded· in 2-15-124• The eo-i~tn--.. 

Q.lli~ of agriculbtnt is an •• O'fHCcio. voti119 -Iaber 8ftd 

the reaaining .-bers Shall be inforaed and expericenced in 

ranchinq. far .. ng. econoaics. or finance. 

C 3 J The board- is ctes i-gnated a quasi-judi ci a 1 boar-<t for 

purposes of l-1~-lZ~. 

(4) The board is allocated to tche eep.rt--.t of 

adainis-tratlon for ad•nistrat:i'¥'e purposes only ·as ·-provided 

in 2-15-121. 

{5J A -abel" of the board •ay not be c-sidered to 

hav·e a conf•Hct of in·tarest under the prO¥isions of 2-2-201 

aerely because the aeaber is a stockholder• officer, or 

eap·loyee of a lending institlltion that aay part~ci-pate in • 

the board•s progra-s. 

C6J The adaitU's.trator 

housing provided for in 

and staff of 

2-15-1008(61 

the board of 

shall· serve. 

respectivel '' as ad•im strator anct staff to t.he board. 

NEW SECTIOft. Section 5. Galera1 po--rs and duties of 

the board. Cll The board shall· e-..ci se diligence and care 

-~-· HB: 6...0 
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in selection of -projects ~o receive its assistance and shalt 

app1y cust.oaary and acceptable business and lending 

standards in se·lec:t.ion and subsequent. illlple-ntat.ion of the 

projects. 

(2) The board 111ay: 

(a) sue and be sued; 

CbJ have a seal; 

Cc) adopt all procedural and substantive rules 

necessary for -tlte act.inistration of [sections 1 through 21 ]• 

including rules ~oncerning its .artgage• construction• and 

te.-porary Jen<hng progra111s and ~~~axi~ net worth standards 

for individuals eligible to ~r~Gipate in the progr~ 

pursuant ·to [sections 1 through 21]; 

C d) aake cantract.so agree.m1!so and other instruMents 

necessary or convenient- for the exercise of its powers under 

(sections 1 ttwough 21]; 

(e) enter into agreesen~s ew other transactions with 

any federal, state, or local govern-ntal agency. any 

persons, and any doaestic or foreign partnershi P• 

corporation, association, or organization in carrying out 

[sections 1 through 21]; 

(f) enter· tnto agreesen·ts or oUMtr transactions with 

and accept grants and the coopet"ation of any govern-ntal 

agency in fur~herance of [secti~ns 1 through 21}; 

{g) deleg~e priaary responsib·ility for de~euainat.ion 
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and illlple .. ntation of its projects to any fed~al~ 

govern-nt.al agency that ass~s any obligation to repay the 

loan. either directly or by insurance or guarantee; 

(hi accept serv:icesw .approprlat.i ons, -gl fts• grants, 

bequests, and devises and utilize or dispose of thea in 

carrying out [sections 1 through 21]; 

( i) acquire real or personal property or any r i ght• 

interest, or ease1ftent therein by gift• purchase, tl"ansfec• 

foreclosure, ·tease, or othenoise; holdo 5ellw assign• lease-. 

encumber, aortgagew or otherwise dispose t.her.eo~;- holdw 

sell-• assiqn, or othe-rwise dispose of .ny aort.gage or loan 

owned by the board or 'in its control or custoqy; release ·or 

relinquish any ri~t,· t.it.leo clai•• intere.sto ease-nt, or 

de.andw howev~ acqui l"ed, including any equity or right of 

rede.-ption; do any of the foregoing by public or pr i vat.e 

sale, with or without pubtic bidding; coaeence any ac~i'On to 

protect. or enforce any right conferred upon· it by any lawo 

mortgageo contract, or other agreement; bid fol" and purchase 

pro·perty at any foreclosure or other sale Of' acquire or· take 

possession of it in lieu of foreclosure; and operate~ 

•anageo lease, dispose ofo and otherwise deal with such 

property in any •anner necessary or desit6ble to :protect the 

board•s interests and the holders of its bonds or notes and 

consistent with any ~l"eeMent with such holders; 

(j) sel'vice, contract• .and -pay for ' t.fle · servicing of 
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loans; 

(kt 'inve!>t any funds not teequtred for i~i.ate us·•• 

subject· to any agree•ents with it.s bondholders and 

noteholders, as provided in ·Title 17. cbiipter 6• except: that 

aH invest-nt. inc.oae fr-oa funds of the board' tess the cost 

for inves~.ent as pr•scribed by law shalt be ~eposited in 

the agricultural account established in [section 6]1 

f 1J; consent, whenever it consider$ it necesscw yo to 

the .odif'icatioTI of the rate of interest, tilllil!o and pay~ 

of any instal J-.ent of pl"incipat or inter-est, securityo or 

any other- ter-a of any contract• -rtqage, 110rtgage 1oaao 

110rtgage loan c~i t-nt• equi~nt ·or livestock loano or 

agree.ent of any l<i net, subject to any agr--.nt: ..,.ith 

bondholders and ROtehol ders; 

(a' co1 Ject reasortablr in~esto fees, amJ charges in 

connection with ~taking and servicing its loaqs, notes, 

bondso coani tlllentso and other evidences of in<lebtedness; 

(n) procure insurance against an., loss in conr'IBC"tiOOI 

with its 1oanso 810rtgaqeso aortgage loans and other assets 

or property in a.otJnts and fro• insure.,-s as the- board 

considers desirable or necessary; and 

(o) issue notes and bonds and replace lost, des,troredo 

or auti lilted· RO"t'es and bonds• 

NEW SS:TION. Section 6. Accouau of the ltoard. ( lt 

There is an ~ri-cultural &ee:ount in the belt'ft BONO proceeds 
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and insurance clearance fund provi,ded for in 17-2,_102(6). 

All funds froa the proceeds of bonds issued under the 

provisjons of (sections 1 through 21 }o f_s, and other aoney 

received by the board• ~Y appropriated by the JegisJatul"e 

for the use of the board in carrying out the provisions of 

[sections 1 through 21]o and aoney aade available fro• 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 -in1lain the capital reser­

and revolving accounts. All fllnds deposited an the 

a<Jricultvral· ctecount are continuously appropriated to and 

aay be expended by the board for the purposes authorized i~ 

[sections 1 through 21}• 

(2) There· is a capital reserve account in the sinAtiR9 

fund provided for in 17-2-102(3t• The cB.P*t•l reserve 

account consists of the aggregate of ·aoney retained by the 

board under existing agreellants with bondholders as the 

ai ni .ua capital reSe'l"ve. reqvi reaent as descri-bed in 9D-6-119 

for each bond issue sold- by tne board. 

(3J There is a revolving account in the revolving fund 

provided for in 17-2-11J2(7J• Funds appropr-iated by t.he 

legislature for use of the board in pay-.nt of expenses 

iftc,urred in carr:l'ing out the pro.i·si-s of (sections 1 

through 21] shall be deposited in the revolving account. 

Funds expended by the bo..,.d under this subsection shall: be 
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repaid by ~he board into the· revolving account fro• the fees 

and charges collected under the provisions of [sections 1 

through 21] and froa any other ~ney available for ~ch 

repar-ent in accordance with [sections 1 through 21]• 

NEW SECTION-! Section 7. Financing 

board. The board .ay: 

prograas of the 

( l) .ake loans to lending institutions under ter- and 

conditions adopted by the board requi~ing the proceeds to be 

used by the lendin~ institutioa for the .aking of loans for 

agricultural land and i~rove•nts in the state for persons 

residing in the .state; 

(2") invest in. purchase or: ...tee co-it .. nts to 

purchase. and take assign.ents fro. lending institutions of 

noteso •ortgages• and other securities for the acquisition• 

construction, rehabi 1 itation• or purchase of agri-curtural 

land and iDprove .. nts in this' state. under ter•s and 

conditions adopted by tbe board; 

(3) .ake, undertake co-i t·~~ent s to •at<e. and 

participate in the ~inq of loans to persons residing tn 

the state for agricultural land and i~rova.ents when the 

board deterllliMs that loans are not otherwise available, 

wholly or in part• fro• private lenders upon reasonably 

equivalent ter-s and conditions. 

NEW_lli~ Section 8. Cert·ain restrictions on 

loans. The board .ay finance- loans- for aqric\lltural land or 
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i•prOVtM~ents under' [sections 1 tflrough 21} only when the 

board finds that: 

(l) ~ivate ente~prise has not provided $Vf~t~ient 

ftnancing for agricultural land amt i-.prove-ts on terws 

sufficiently attractive to induce borrowers to proceed; and 

(2) the purchaS4!! • acqutsition. illlj:Jrove .. nto 0~ 

rehab i H tat i on of the agr i cu 1 tur a 1 1 cmd or- i lllj:Jr--cwe~~~ent w i 11 

be in the public interest. 

NEW_SEC~ Section 9. GeMral p.-ovi&iotui 

li111itations bonds and notes. ( 1, The board •ay blf 

resolutiono from ti~~~e to tilllet issue negotiable notes and 

bonds in a pr inc i pa t aiiOUnt as the boarct detenlli nes 

necessary to provide su'fficient funds for achie-ving any of 

its purposes, including the payqent· of int~est on notes and 

bonds of the boardo ·establ ish-nt: of 'f"eserves to secure 'the 

notes and bondso and .tl I other eJOpenditures of ttte &«JaTd 

incident to and nec·essary or convenient to can-.y out 

[sections 1 throu9h 21 ]• 

(l) The board •ay by resolution··· f'ro• ti•e to t:i.a, 

issue notes to renew notes and bonds to pay not-es, including 

interest, and whenever it considers refunding expedient, 

refund anw- bonds by the is·suance of new bonds, whether the 

bonds to be refunded have or have not .atur ed, and i s·sue 

bonds partly to refund bonds outstanding and partly fOT any 

of its other purposes. 
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C3) Except es otherwis.e expressly provided by 

resol~~tion of the boaf'd• e-ry ·issue of its notes and bonds 

shaH be obligations of the board payable out of any 

revenues. assets, or -•Y of the board, subject only to 

agree~~ents with the holders of part.icul,Jr notes or ·bonds 

pledging particu13r revenues. assets• or .aney. 

(t,.J The notes and bonds sh•ll be authorized by 

resolutions of the board~ shall bear a date, and shall 

aature at tt111es as the resolutions provide. A note may not 

cature 1110re than 10 years and a bond 111ay not aature 110re 

than ItO years froeo the date of its issue. The bonds ~~~ay be 

issued as serial bonds payable in annual instan-ts or as 

ter• bonds or as a coabination thereof. Notes and bonds 

shall bear interest at a rate or rates. be in denoainationso 

be in a for•~ either coupon or registered• carry 

regis~ration privileges. be executed in a aanner. be payable 

in a lllediu• of pay11ent" at pl.ces 'Within or '"ithout the 

state• and be subject to teras of rede~~~pt.ion as -provi4ed in 

resolutions of the board. Ttl& notes anct bonds of the board 

eay be sold at a public or pr ivat·e sale at prices that 111ay 

be above or bel a.. par • 

(5) The total aaount of notes and bonds outstanding at 

any one ti_., except a note or bond as to which the board's 

obligation has been satisfied and discharged by refunding or 

for ~~o~hich reserve for pay-nt or other means of parJnent: have 
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been other>~i sie providil!do Jaay not exc-d SlOO •i l 1 icon. 

NEW SECTII»!!~ Section to. Provision of bond 

resolutions. A resolution authorizing any notes or bonds or 

any issue thereof _, contain provisions that shall ·be a 

part of the contract or <ontracts with the holders thereof 

relating to: 

UJ pledgiA«J ali - or any part off the l'evenues or 

propel'ty of the board to secure the payMent of the notes or 

bonds or any i uue thereof .. subject to existing agree-ts 

with noteholders or bondholders; 

(2) pledging all or any part of the assets of the 

board• lnc·luding loans and 1a0rtgageso to secure the> payllleflt 

of notes or bonds or ·any issue ther~. subject to existing 

agreeaents with noteholders or bondholders; 

t3) the use and disposition ~f the qr~ss tncoae fro• 

locms and aortgages owned by the boal'd and pa.,-nt of 

pri nci·pa1 of aort:gages owned by the board; 

(It) the s~tting aside of reserves of sin1<1Ag funds in 

the hands of trustees. paying agents, and otner depositories 

and the· regulation and disposition thereof; 

C S) liaitations on the purpolie. -to lllhidl the p l'o·c-ds 

of sale of notes or bonds Bay 1Mt applied and the pledge of 

the proceeds -to s•cure the pay_.nt. of the notes or bonds or 

any issue thereof; 

(6) 1 i•itations on the· issuance of additic:J~U~l' notes or 

-12- Hl'l 6'110 
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bonds. the tar- upon :Wifch additional notes or bonds ~~ay be 

issued and se-curedo and the refunding of outstanding notes 

or bands; 

C7l the prooeduTeo if anyo by Mhich the ter•s of any 

contract with noteholders or bondholders •ay be a~nded or 

abrogated. the a.aunt of notes or bonds the holders of which 

aJst consent thereto• and the 11anner in which such consent 

•ay be given; 

(8) a co-it•nt to e11ploy adequate and c0111petent: 

personnel at reas1Htable compensation. sal ar i'eso fees • and 

charges as deter•ined by the board in ·CO'njunct"ion •with the 

depart: .. nt of act.hTist:r•ion and to .aintain suitable 

faci 1 i ti e5 and services for the purpose of carl"'ying out: i t:s 

prograas; 

{9) vesting in ·a trustee property, ri~t~. powers, and 

duties in trust as the b~d deterBiines; 

{10) defining the acts or a.issions to act that 

constitute a default in the obligations and duties of the 

board to the holders of the notes or bonds and providing for 

the rights and reaedies of the holders of the not~s or bonds 

in the event of such default, including as a lliltter of right 

the appointllent of a receive.-. Rights and reaedies aay not 

be inc·onsistent ,.itb the la .. s of the state and the other 

prow is ions of [sections 1 through 21 ); and 

(11) any other •attars of like or different character 
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that in any wa., affectc the security or· protection of the 

holders of· the notes or 'bond$. 

NEW· SECTION. Section 11. VaHdi't:y-of pledge.-~ pledge 

aade by the board l$ vali·d and binding froa the ti- the 

pledge is made. The revenues. aoneyo or property pledged and 

thereafter received by the board strait· i-edia'tely be 

subject to the I ien of the -pledge without an., phys·ical 

delivery thereof !(lr further act.. The ·14-en:-of an., pl·edge 

shaH· be valid and binding ctgain-st all parties having clai.s 

of any kind in tort• contract• or other,.ise against the 

boar.do i rrespecti we of whether such partie'S ha- not ice 

thereof. Neither the resohltion nor any other in-s.tr~t by 

which a pledge is created need be recorded. 

NEW SECTION. Section tz. Personctl liability. The 

board -lllbers and e•ployees of the state involved in the 

adaintstration of (sections 1 through Z1] are not personally 

1 ia·ble or accountable by rectson of ·t.he issuance of any bond 

or note issued by the board. 

NEW_lff!.!Q!h. Section 13. Purchase of notes and bonds 

cancel Jation. The board• subject to existing agreeB~ents 

with noteholders or bondholders, •av• out of any funds 

available for that reason. purchase notes or bonds of the 

board• which shall thereupon be canceled• at a pr i'ce not 

exceeding: 

( l} the current rede..,tion price plus accrued interest 

-u- HB 6~0 
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to thi!· next iM-erest: pay-t: thereon .. if the notes or· b_. 

are then· redeea.ble; or 

(2) the reda.pt.ioft pr.,ic:e awHc:mle on the fir~t date 

after the purchase tJpon which the notes o~ bonds bec:o­

subject to rede~t:ion plus accrued interest to that dateo if 

the notes ·or bonds are not then redeemable. 

!lEW SECTION. Section l"• Trus.t indenture. (lJ In the 

discretion of the boardo bonds •ay be secured by a trust 

indenture bet~en the board ana a corporate trustee, Nhich 

aay be a trust coepany or banlc hawing the power of a trust 

COIIpany within or without the state. A tr.ast indenture •ay 

contain provision$ for protecting and enforcing the rights 

and re.edies of the bondholders that are reasonable and 

proper and not· in violation of Jawo including covenants 

setting forth the duties of the board in re1ation to the 

exercise of i t.s powers and t.he cvstodyo safeguarding, and 

application of all ·money .• The board .. y provide by a trust: 

indenture for the pay-.nt of the proceeds of the bonds and 

the revenues to the trustee uncter the trust. indenture of 

another depository and for the eethod of disbursewanto wit.h 

safeguards and restor ictions· .it consi·ders -cessorry. 

{2) All :expenditures incurred in carrying out. a truat 

indenture •ay be treated as part. of the operating 

expenditures of the board. 

New· S£CT10N. Section 15· Negotiability of bOilds. 
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Notes and bonds assued by the board are negotiable 

ins~TUMnts under the llnif'or• co-Tcial Codeo subjkt only 

to the provisions- for registrati- of note~> and bona. 

NEW SECTION. Section 16. Signatures of' board ae•ber-s. 

In case any of the board -.ber·s whose sigctatvres appear 'On 

note!> or bonds or coupons cease'. to be meMers before -tne 

delivery of the·· notes or bondse their signatures shallo 

nevertheless. be vali:d and sufficient for all purposes, the 

same as if the •..tiers had re-ined in office unti-l 

delivery. 

N£W SECTltlH. Section l7e Refvfteting obti·gati-s. (1). 

The board -Y provide for the iliiSU8tlce of refundiQ9 

obli·gataons for refunding any obli-9<1tions then outstalldin~ 

that have been issued under (sections 1 through 21]o 

including the paylleflt of any redeeption pre•i- and any 

interest accrued or to accrue to the date of rede-,tion o~ 

the ob.tigations. The issu-.nce of oblagawonso thP 

~~aturitie·s and other details •. the r itghts of the' ito-lderso -.:t 

the rigbtso duotieso and obligations· of the board are 

governed by the appropriate 1H'OY i si ons of [ sections 

through 21) that relate to the issuance of obligations. 

(2) ltefullding obligations issued as provided in 

subsection (l) •ay be sold or exchanged for outstandl"9 

ool igations issued under the provisions of [sections l 

through 21 ]• The proceeds _.,. be appJ ied to the purchaseo 
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redetnptiono or payWient of outstanding oblhJations. Pending 

the application of the proceeds of refunding obligationso 

with other available funds, to tne payamt of principalt 

accrued interest• and any redeMption pre-tua on the 

obligations being refunded ando if peraitted in the 

resolution authorizing the issuance of the refunding 

obligations or in the trust agree-nt securing thea, to the 

pay~nt of interest on refunding obligations and expenses in 

connection with refunding, the proceeds •ay be invested as 

provided in Title l7o chapter b. 

NEW SECTION. Section l8. Credit of state not pledged. 

Obligations tssued under the provisions of [sections 1 

through Zl] do not constit~e a debt or liability or 

obligation or a pledge of the faith and credit of the state 

but are payable sol ely fr·oa the revenues or assvts of the 

board. An obliqation issued under [sections 1 through 21] 

shall contain on the face thereof a statellletlt to the effect 

that the state of Montana is not· 1 table on the obligation 

and the obligation is not a debt of the state and neither 

the faith and credit nor the taxing power or the state is 

pledged to the pay~nt of the principal of or the interest 

on the obligation. 

NEW SECTIOH. Section 19. Annual audit. (1) The 

board's books and records •ust be audited at least once each 

fiscal year. 
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{2) Ttu~ legislative auditu.- IBBy at •ny ti•e conduct.,. 

audit at the request of the legi statlwe audit c-itt-· 

NEW SEt:TION. Section 20. Tax ex-pt·ion of bonds. 

Bonds, noteso or other Obhgations.c ·is-sued by the boa.-d uncf-· 

the provisJons of (se-ctions 1 through 21]9 their tr.,sfere 

and their inco- Unc1uding any profits •ade on their sale) 

are free froa taxation by the state or any political 

subdivision or othe.- instr-uaentality of the stateo excepUng 

inheritance, estate, and g&ft taxes. The board is ~ 

required to pa~ recording or transfer fees o.- taxes on 

instruaents recorded by it. 

NEW ~ON. Section 21. Pledge of the state. In 

accordance wl th the c·onst i tut·i ons of the United States and 

the state of Montana. the st<Jte pledges that it· wilt :not. in 

any way i apa i r ·the ob 1 i gat i ems of any agreeaent ·between the 

board and the holders of notes and bonds issued by the 

boardo including but not li'lllited to an agreeiltent to 

ad•i ni ster a loan progra• financed by the issuance of bonds 

and to eaapl oy a staff sufficient and cOIIIpet:ent for this 

purpose. 

NEW SECTION. Section 22. Definition,.. In (sections i!:! 

ZZ through Z5}o unless the context requires otherwise, the 

following definitions apply: 

( l) •Agricultural purposes• -ans production of 

agricultural cr opso J i vestock. or livestock producth pouH:ry 
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or poutt.ry' l)roduc·tsw· and fruit or other ·llort'icultural crops. 

(2 t •Beginning far-r• -aris any person who: 

{a) is a resident of this state; 

(b) receives more than half his annual inca.e fr~ 

far•ing and has not initially co.-anced far•ing during the 

tax year for wtlich a deduction wilT be clai.ed under 

(sections 23 through 25]; 

(c) intends to use anlf fanlland that. he wishes to 

purcha.se or ·rent for agr icu.ltural purposes;· 

(d)· has had adequate trainhM]• blf experience or 

education• in the tlfpe of f••mg operation that Jle wishes 

to begin on the purchased or rented land r.terred to in 

subsection (c H 

(e) has a net worthw includin9 the net worth of his 

dependen~s and spousew if any. of less than ~~eee 

uoo,ooo. not including the value of their equity in their 

principal residence, the value of one pe·rsonal or fa•ily 

.otor vehicle, and the value of their household goodsw 

incluctifl9 fUTniture• appliances• ~ical instru-ntls• 

clothing• and other personal belonginqs. 

{3) "Landowner• •eans an individUal owning land in 

Mootaqa, except that ·ani indi'lidual ·"ho acquires land for the 

purpose of obtaininij the inc- tax deduction provided for 

in (sections 23 through 25] i·s· not considered to be a 

JamloNner• 
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NEW SECTION. Secti011 23. fncoae tax deduction for 

lotnd $ill& to beg·i~tning far-n•·· A lando-r who ·sells land 

consisting of 20 acres or .are to a beginning far-r is 

entitled to a deduction in his taxable inco.e for the lfear 

in which the sale oc:cvrrea in an a.ount equal <to SO:t of. aR)'i 

i ncot~e realized and othend- sc.Gject to stcrte i nc011e taxes 

after consideroltion of any capital gains tt"eat~, up to a 

naJ(hru• of 550.000. 

NEIIf SECTION. Section 2<ro. Rent. fr,.,. be<,Jinning far-rs 

CleductibJe fro. incoee taa. Fi ftlf percent. of any i~ 

received and ot:herlli se subject to tax.at&oil· for· state inco­

tax purposes resulti~ fro. the rental of any land 

c~isting of 20 acres or .ore by a landowner to a ~innirtq 

fareer under an)' agrea.ent providing for a lease for at 

least 3 1fears is deductible fro• inco- taxes provided that 

no laAdOiolner •ay deduct c.ore than SZ5 .• ooe purs-t. to tills 

section in anlf tax ye.u. nor .. Y anlf landlt:~rd clai• this 

deduction for a9ree~ Mith eore than ,'One' be<jinning far-r 

for rentals on the saae tr~ct or parcel of land. 

HEN SECT!ON. Section 25. Clat• for inco.e tax 

deduction for land sale or rental to a be<,Jinni'ng far.n-. .o In 

order for a taxpayer 'tO qua1Ur for t.he deductions provided 

in {sections 23 and 24) the t.axpa1fer .ust file Nit.h his 

state inco.e tax return a notarized state-nt from the 

beginni-ng far-r lolho purchased or rented land fro• hi• 
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contahftng .a list of t.he assets, debts• anct net. worth of the 

begirming far"ller. together .. ith such other infot"llation as 

the depar"t .. nt> ·of revenue aa)' t"equire. The value placed on 

any real pt"opert:)' located in Montana and owned by the buyer 

shall be the OHOOufU: 1 isted as the current •af"ket value on 

the IIIOSt recent real estate tax state .. nt for that 

particular piece of property. In order· for a taxpayer to 

qualify for the deduction for rental inco•e provided in 

[section 241• the taxpayer shall certify on his tax return 

that any .-ental at"range-nt with any ot:her ~rson vas not 

canceled for the put"posR of qualifying for thh deduction• 

Section Zt.. Section 15-30-lZlo ltC-., is a•nded to 

read: 

•I5-3ii-l21. Deductions allowed in 

inc011e. Jn ca.putirl9 net inc<liM!, there 

deductions: 

c cmput i ng net 

are" all~owed as 

( 1) the ite•s referre to. in sections 161 and ZlL of 

the Internal Revenue 'ode of 1954, or as sections 161 and 

211 ~hall be labeled or a•ndedt subject to the following 

exceptions which are not deductible: 

ta) ite•~> provided for in 15-3o-tZ!; 

(b) state i nc0111e tax paid; 

(Z) federal inco.e tax paid ~ithin the taxable yeat"; 

Zit (!) child and dependent care expenses deter•ined in 

25 accordance with the provisions of section Zl't of the 
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lnternaJ Revenue Code of l951t that were in -effect to.- 'the 

taxable year that began january l• 1971t. Hoveve.-. the 

1 iaitation set forth in section Zlltfe){'t) of the lnte.-nal 

Revenue Code of l9S't as that section was in effect for the 

taxable year that be9an January 1.., 191'~, appli·e's "only to" 

pay-ants .ade to a chtJd of the taxpayer who is unde.- 19 

years of age at the cle&e of the taxable yea.- and to 

payments 11ade to an indh•idual with respect to vho. a 

deduction is aJlo-ble under 15-30-112(5) to the taxpayet" o.­

the taxpayer•s spouse. 

(It) that portion of an energy~related invest.ent 

allowed as a deduc~ion under 1S-3l-103; 

CS) in the ca'Se of _.. indhidUal. , pol i'<ticaJ 

contributions deterained in accordance with the provisions 

of section Zl8(a} and (b) of the Internal Revenue Code that 

we.-e in effect for the taxable year ended Deceeber 3le 

19'78-.1 

(b] ite•s erovided for i~~ec!ions 22 through 2~· 

Section 27. COdification inst.-uction. It is intended 

that sections 22 through 25 be codified in Title 15, chapter 

!O, and the p~ovisions of Title 15t chapter 3&, apply to 

sections 22 th~ough 25. 

-End-
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