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FA<MERS GET STARTED IN AGRICULTUR~; TO CREATE THE IICNTANA 

~~~ICULTURAL LOAN AUTHORITY FO~ THE PURPOSES OF HELPING 

oEGINNING FARMERS ACQUIRE LAi<D; PROVIDING AN INCOME TAX 

DEDUCTION FOR CERTAIN LAND :;ALES TO BEGINNING FARMERS; AND 

PROVIDING FOR L~G!SLATIVE REVIEW OF THE ACTo" 

WHEREAS~ obtaining sufficient financing to begin a farm 

or r~nch operation in Montana is increasingly difficult; and 

AHE~EASy beginning farmers experience great difficulty 

in repaying loans under high interest rates and low market 

prices for agricultural products; and 

WHEREAS, the agricultural loan programs administered by 

the ,'-:ontana department of agriculture are lnadequdte to the 

re~l needs of the state; and 

WHEKEAS 9 the federal farm home administration•s farre 

ownership loan pro~ram is also inadequate to the real needs 

of the state; and 

WHERL'ISt low interest rate financing for beqinning 

farmers is not available in the private sector; and 

A~iEREhS, the value of f::t.r&ily farms to the '!:?COno:r.ict 

social, and political well-being of th~ st~te is worthy of 
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1 legislative action and support. 

2 

3 

4 

5 

b 

7 

a 

9 

1C 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Tl-IEREFO:u:, it is the purpose of this bill to assist 

beginning farmers with financial support and encouragement 

by making low interest rate loans available to eligible 

farm~rs, Uy establishing a low interest rate second loan 

proqram to insure that beginning farmers can establish their 

agricultural operations on solid foundations, and ~y 

providing incentives to retiring farmers who sell their land 

to eligible beginning farmers• 

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

Section 1. Short title. [Sections 2 through 29] may 

be cited as the "Montana Agricultural Loan Authority Act"• 

Section 2. Definitions. (1) As used in [sectiops 2 

through 29]t the following definitions apply: 

{a) •Agricultural land• means land actively devoted to 

agricultural use as defined in 15-7-202. 

(b) •Authority• means the agricultural loan authority 

provided for in (section 3]. 

(c) "Bonds" means bonds or bond anticipation notes 

issu~d by tne authority under the provisions of [sections 2 

through 29]. 

(2) References to the authority•s property, rev~nues, 

or assets apply only to property• revenues. and assets 

generated by the Montana agricul~urzl loan 3uthori ty 
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program. not those owned or generated by ~ny other program 

or property over which the authority exercises general 

authority, direction' and control• 

Section 3. Agricultural loan authority-- allocation 

composition quasi-Judicial. (1) There Is an 

agricultural loan authority. 

(2) The authority consists of eight members appointed 

by the governor as provided in 2-15-124• The members shall 

be appointed as follows: 

(a) one officer froM a co .. ercial lending institution; 

(D) one fruit or vegetable farmer; 

(c) two livestock farmersj 

(d) t•o 'grain farmers; 

(e) one officer from a farm credit associa-tion; and 

(f) one member of the legislature. 

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

for purposes of 2-15-124. 

(4) The authority is allocated to the department of 

agriculture for administrative purposes only as provided in 

2-15-121. 

( 5) In compliance with the state pay plant the 

department shall provide all staff and services to the 

authority as are determined by the authority in conjunction 

with the department to be necessary for the purposes of 

25 carrying out the authority•s programs. The department shall 
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1 assess the authority for reasonable costs. 
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(6) A member of the authority may not be considered to 

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

merely because the memb~r is a stockholder, officer, or 

employee of a lending institution who may participate in the 

authority•s programs. 

Section 4. Aqricultural logn authority 

powers. (1) The authority may: 

qenB-ral 

(a) retain professional consultants gnd ddvisors; 

(b) rely on its staff in its daily functions; 

(c) adopt rules governing its proceduresi 

(d) issue boncls in accordnnce with [section 10] 

necessary to provide funds for implementing [sec~ions 2 

through 29]; 

(e) accept applications from those wishing to secure 

agricultural loans and second loans; 

(f) invest any funds generdted by sale of bonds in the 

~ermissible investments outlined in 17-6-211 until such tim~ 

as the funds are needed for any of the author ity• s C":ther 

functions; and 

(g) make loans from the agricultural loan authority 

account to eligible Montana far;aers f~r the purchese of 

agricultural l3nd. 

Section 5. loan aqree:Rents general provisions. 

(1) A loan agreement shall include d payment schedule that 
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may nQt exceed 60 years. 

(2) The authority shall specify in the ~greement th~ 

reas~ngble rate of interest it considers necessary. 

(3) Loans made by the authority must be secured hy any 

li~ns or collateral the authority considers necessary. 

Section 6. Second loan progr.3m. (1) The authority may, 

upon <:tpplication ny a borrow .r under its loan program enter 

into a second loan agrec~ment with a borrower to provide 

sufficient funds to the Ocrrower to pay a part of tht~ 

iilterc:!st or ;Jrincipal or both of the original l.;:;an 

authvrized under [section 4]• The s'=cond 1 oan shall be 

avoilable, at the authority's discretion: 

(a) to assist the borrower during n year resultinq in 

a crop failure or other similar ~conomic diversity; and 

(D) to heliJ pay not tc .:xceed 1/2 of the annual 

in-r.P-rest due on the ori9ina1 loan. Ho«ever, not mor·2! than 10 

such 3nnual lo~ns for interest may be made to d borrower 

during the duration of the original loan. 

(2) Interest on the amount of the second loan sh~ll be 

at t~e authority's bond rate plus administrative expenses. 

(3) The second loan becomes payable: 

I u l i ,-1 installments to commence net letqr than 2r; 

years after the initial purchase 0f land; cr 

(~ l i il1medi at~l y and in full upon the S;"ll e 'Jf lcmd on 

~hich it was loaned. 
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Section 7. Immediate repayment. If an appl ic.ant who 

has secured a loon from the authority under the program 

created in (sections 4 and 6] sells the land for which the 

loan was made to any persont firm, or corporation other than 

his spouse, children, or corporation wholly owned by them,. 

the loan shall be repaid in full. 

Section a. Cuallfications of applicants. (1) To be 

eligible for a loan, an applicant must: 

(a) 

(b) 

resi~e in the state at the time of application; 

declare his intention to ma.i nta in his r~s ide nee in 

~ontana during the length of the loan; and 

(c) have been approved by a local committee of th~ 

farmers home administration for a loan from the farmers home 

administration in connection with the same land purchase. 

(2) Applications may be sub;,:itted by individuals, 

partnerships, associations, or joint venture5• All persons 

involved in the application must !l<eet the requirements of 

subsection (1). Corporations, as defined in 35-1-102, may 

no-c. apply. 

Sgction 9. Evaluation of a~plicants. (l) The authority 

shall by rule astabl ish: 

(a) rules for soliciting and evaluatinq applications 

from qualified tr~ontarl<-' citizens; 3nd 

(b} a point system for evaluatin~ the applicants, 

considering the following criteria: 

-6- SB 1'3 
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( i} the appl i cant • s net worth., #i'hi ch may not ~xceed 

$lOOtOOO; 

(ii) the applicant•s access to liVL':Stock and machin€r-y; 

(iii) the applicant's inability to secure financin-.; for 

purchase of agricultural land from other sources; 

(iv) the applicant's training and experience in 

agriculture; 

(v) the applicant's prospects for succeeding in an 

agricultural operation on the land proposed for purchase; 

and 

(vi) any other factors It may pFescrlbe. 

(2) The authority shall select the best qualifi~d and 

most deserving applicant from among those applying for 

loans. 

(3) The authority may seek the advice of the state 

director of the farmers home administration in Montana and 

coordinat~ its loan program through the farmers home 

administration including assistance in screening applicants 

and servicing the loan. 

Section 10. Issue of general obligation bonds 

credit of the state pledged. (1) WIH!, authorized by an 

affirmative vote of two-th i r-J.s of the m-a.ubers of each house 

of the legislature or ~f a majority of the electors votin~ 

thereon, the authority may issue bonds of the state of 

Montana in a principal amount it determines necessary to 
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provide sufficient funds for achievinq any of the purposes 

vf the Montancl agricultural loan authority ·:.:-rc.c;ram., 

includiny the ,Jayment of interest on bonds., establishment o£ 

reserves to secure the ~onds~ and all oth~r £xpenditures of 

the authority incident to the program. 

(2) !::.ach issue of its bonds is an obl i']ation of th2 

authority payable in the first inst~nc~ out of any rsvtnues~ 

assetsr or money generated by the ~ontana agricultur2l loan 

authority program. The authority shall manage, to the b2st 

of its ability• its lease agreements and sales so that the 

bonds are repaid by the revenue gen~rated ryy the program. In 

addition, the full faith and credit and taxing powers of the 

state are pledged for the payment ~f Uonds issued ily the 

authority under the provisions cf [secti1:>ns 2 through 29)• 

C3J The bonds must be authorized by resclution of the 

authority and bear a date and tr.atur;; at Limes as th'i'!' 

duthority determines. A bond may not ondturc mors th:::n 60 

years from the date of' its issue. The bonds w.ay be issued os 

serial bonds payaole in annual lns·tallments or as tf•rm bonds 

or a~ a combination thereof. Th~ bends of the authority m~y 

be sold at public or private sale, at pric~s determined by 

the authority. 

(4) The resolution shall specify: 

(a) the rate of interest of the bonds; 

(b) the denomination of the bonds; 

-8-
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(c) whether the bonds shall be in coupon or registered 

form ana registration privileg~s, if any; 

(d) the manner and place of execution; 

(e) the manner and place and medium of payment; and 

(f) the terms of redemption• 

(5) The total amount of bonds outstanding at any one 

time lliay not exceed".$200 mil~ ion. 

Section 11• Provision~ of bond resolutions or trust 

indentures. A resolution or ·trust indenture authorizinq any 

bonds or any issue thereof m~y cont~in provisions, which 

shall baa part of the contract or contracts with the 

holders thereoft as to: 

(1) pl ed•:]ing all or any part of the revenul::!s <:>r the 

property of the authority to secure, the pay11ent of the bonds 

or any issue thereof, subject to existins agreements with 

bondholders; 

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

dUthority, including mortgages and obligations securing 

therr1t to secure the payment of the bonds; 

(3) pledging the full f.3ith and credit and taxinq 

~owers of the state of Montana t..> secur'Z' the payment of th(~ 

bondsi 

(4) specifying the use and disposition of the 'Jf'oss 

inco:He from mortgages owned by the authority and payment of 

principal of mort-gag~s owned by the authority; 
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(5) the setting aside of reserves or sinking funds in 

the hands of trustees. paying a~entsy or other depositories 

and the regulation and disposition of the reserves; 

(6) limiting the purpose to which the proceeds of the 

sale of the bonds may be appliad and the pledge of the 

proceeds to secure the payment of the bonds or of any issue 

thereof; 

(7) 1 i mit i ng the issuance of additional bonds, th<a 

terms upon which additional bonds may be issued and secured, 

and the refunding of outstanding bonds; 

(8) specifying the procedure9 if any, by which the 

terms of any contract with bondholders may be amended or 

abrcgated 9 the amount of bonds the holders of which must 

consent thereto• and the manner in which such consent may be 

giv~n; 

(9) limiting the amount of money to be expended by the 

authority for its operatin~ expensesi 

(10) vesting in a trustee propertyy rights, powers, and 

duties in trust as the authori·ty d~termine.:;;; 

(11) defining the acts or failures to act which will 

constitute a default In the ubli4aticns and duties of the 

autnQrity to the holders of thB bonds and providing for the 

rights and remedies consistent with the laws of the state 

and the provisions of [sections 2 through 29] of the holders 

of the bonds in the event of such defaul~, inc1uctina as ~ 

-10- SB /b3 
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matter of right the ap~ointment of a r~ceiver; and 

(12) specifying any other ~att~rs of like or different 

character which in any way affect the s~;;;;curity or ·pr•Jtcction 

of the holders of the bonds. 

Section 12. Validity of pledge. A pledqe rrt.ade by the 

authority is valid and binding from the time the pledge is 

made. The revenues or property yledyed and thereafter 

received by the authority are immediately subject to the 

lien of the pledge without any physical delivery thereof or 

further act, and the lien of any pledge is valid and binding 

against all parties having claims of any kind in tort, 

contract, or otherwise against the authority, irrespective 

of whether such parties have notice thereo~. Neither the 

resolution, trust indenture, nor any other instrument by 

which a pledge is created need be recorded. 

Section 13. Personal liability. The authority members 

and t!mployees of the department .:ue not p~rsonally l iaOle 

~or any debt incurred by the authority. 

Section 14. Purchase of Oond~ c::incell at i on-• The 

authority, subject to existing agree~ents with bondholders, 

may out of any funds available ~or that purpose purchase 

bonds of the authority, which shall ther~upon be cancelled, 

at a price not exceeding: 

(1) the current redemption price plus accrued interest 

to the next interest payment thereon if the bonds ore then 
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redeal'!able; or 

(2} the redemotion pric@ applicable on the first date 

-3fter purchase upon ._hich the bonds b~cowe subject to 

redemption,. plus accrued i.nterest to t~at date if the bonds 

ure not then redeemable. 

Section 15. Trust indenture~ In the discretion of the 

authority,. the bonds may be secured by a trust indentur~ 

between the authority and a corporate trustee~ which may be 

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

~ithin or without the state. 

Section 16. Negotiability of bonds. Ponds issued by 

the authority are negotiab1e instruments under the Uniform 

Commercial Code,. subject only to the provision5 for 

registration of bonds. 

Section 17. Continuing validity o~ authority memb~rs• 

signqtures. If any authority member whose signatur~ a~pe0rs 

on bonds or coupons ceases to b~ a member before th~ 

delivery of the bonds,. his siqnaturt continues to be valid 

and sufficient for all purposes. 

Section 18. Accounts of the authori·ty. Ther~ is an 

agricultura1 loan authority account in the bonds proceeds 

and insurance clearance fund provideD for in 17-2-102. All 

funds from the proceeds of bonds issu~d under [sc::tions 2 

through 29]t fees and other money received by the authority,. 

money appropriated by the legislature ~or th~ use of the 

-12-
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authority in carryins out [sections 2 through 29], and money 

mad·a: available from any other source for the use of t:he 

.;.uthority must be deposited in the agricultur2l loan 

authority account except as otherwise provided by law. All 

funds deposited in the agricultural loan authority account 

are continuously appropriated to and may be expended by the 

authority for the purposes authorized in [sections 2 through 

29). 

Section 19• Reserve funds and appropria_tionS• (1) The 

.::.1uthor i ty shall pay into one or more cap i tel l""eserve 

accounts: 

(a) any ~noney Nppropr 1 ated and made av:3 i 1 able by the 

stab" for the purpose of the fund: 

(b) any proceeds of sale of bonds to the extent 

provided in the resolutions of the authority authorizing 

th . .:ir issuance or in any trust indenture securing their 

rep::1yment; and 

(c) any other money which may be available to th~ 

.;,uthor i ty for thA purpose of such a fund from any other 

source. 

(2) All amounts helC in a capital reserve account must 

be used solely for the payment of princip3lt interest. and 2 

rede111ption prmaium with respect to bonds secured in whole or 

in p-ut oy the account• funds in an account may not be 

withar~wn at any time in an amount which reduces the amount 
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of the account to less than the minimum capital reserve 

requirement established for the account except forth~ 

purpose of making, with respect to bonds secured in whole or 

in part by the accountt paymenty when duet of principal, 

interest, or redemption premiums for the payment of which 

other money pledged is not available. 

Section 20. Refunding obligations sale. Refundinq 

obligations issued as provided in 90-6-121 may be sold or 

exchanged for outstanding obligations issued under [sections 

z through 29]• The proceeds may be applied to the purchasey 

redemptlont or payment of outstanding obligations. Pending 

the application of the proceeds to the payment of 

outst."":mding obl iqationst the proceeds may be invested as 

provided in Title 17 9 chapter 6 9 if permitted in the 

resolution authorizing the issuance of the refunding 

obligations or in the trust a~reement securing them. 

Section 21. Refunding obligations issu::.nce. The 

authority may provide for the issuance of refunding 

obligations for refunding any obligations then outstBnding 

which have been issued under [sections 2 through 29) 9 

including the payment of any redemption premium and any 

inte~est accruea or to 3Ccrue to the data of redemption of 

the r.Jbliyations. The issuan-ce of obligations, the maturities 

and other detailst the rights of the holders, and the 

rights, dutias, and obligations of the authority are 

-14- S/3 /63 



1 

2 

3 

4 

5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

l1 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0196/0l 

governed by the appropriate ~aovisions of [sections 2 

through 29] which relate to the issuance of obligations. 

Section 22· Tax exemption of bonds. Bonds issued by 

the dUthority under [sections l throuqh 29] and their 

transfer and income, including any profits made on their 

sale, are exempt from taxation by the stat~ or any political 

su~division or other instrumentality of the state, ~xcept 

for inheritance, estate, and gift taxes. The ~uthority is 

not required to pay recording or transfer fees or taxes on 

instruments reeorded by ita 

Section 23. Inc~e tax deduction for land sale to 

beginning farmers. A landowner "·who sells land consisting of 

twenty acres or more to a beginning farmer who qualifi~s 

under [section 8] is entitled to a reduction in his taxable 

income in an amount equal to 100% of any income or capital 

gain, or both, realized and otherwise subject to state 

income ·taxes fro111 the sale., up to a maximum of $50 9 000. 

Section 24. Pledge against impairment of contracts. In 

accordance with the constitutions of the United States and 

the state of Montana, the state pledges that It will in nc 

way in1pa I r the obl i gat ions of any agreement between the 

authority and the holders of notes and bonds issued by the 

authority. 

Section 25. Annual audit. (1~ The authority•s books 

and records must be audited by an independent certified 
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public accountant at least once each fiscal year• 

(2} The l~gislative auditor may conduct an ~udit at 

th~ request of the legislative audit committee. 

Section 26. Report. The department shall tr2nsmit to 

the governor and to each member o~ the legislatur~ 30 dqys 

be~ore the meeting of the legislature a re~ort: 

(1) detailing the operations of the ~gricultur~l loan 

authority program since the adjournment of th~ last 

legislature; and 

(Z) containing a financial statement showinq 

program's assets and liabilities• 

t.he 

Section 27. Powers to be interpreted broadly. The 

pOwers enumerated in [sections 2 through 7.9] s~all be 

interpreted broadly to effectu~te the purp~ses of th~ 

authority and may not be construed as a limitation of 

powers. 

Section 28. Legislative review required. The 

agricultural loan authority program shall ~~ reviewed ty th2 

legislature at the third legislative session following the 

first sale of bonds under the provision of [section 10] to 

determine whether the program should continu~. Howev~r, any 

existing commitments incurred by the authority are not 

affected by this review. 

Section 29. Severability. I~,~ portion of this act is 

invalia• all valid parts that ar8 seVerable from the invalid 
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1 part remain in effect. If a part of this act is invalid In 

2. one or more of its appl i cations, the part remains i 11 effect 

3 in all valid applications that are severable from the 

4 invalid applications. 

-End-
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STATE OF MONTANA 
REQUEST NO .. 134-:_81 __ _ 

FISCAL NOTE 

Form H[)- I 5 

In compliance with a written request received _cJe;a,n:.ou=a=r-'y--"1:..:9:_._, 19 !!L._, there is hereby submitted a Fiscal Note 

for __ s_g;NATE __ B_I"'L,L-=.l"-6"-3 __ _ pursuant to •Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA). 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

DESCRIPTION 

An act to help beginning farmers get started in agriculture; to create the Montana 
Agricultural Loan Authority for the purpose of helping beginning farmers acquire land; 
providing an income tax deduction for certain land sales to beginning farmers; 
and providing for legislative review of the act. 

ASSUMPTIONS (As Prepared by the Department of Revenue) 

l. There will be 115 beginning farmers meeting the qualifications of Section 8; and all 
of these persons will purchase agricultural land in parcels of no less than 20 acres, 
and the net gain resulting from the sale of each parcel will not be less than $50,000. 

2. The average taxable income of each of the land sellers of assumption #1, without the 
proposed income tax deduction, is $5,000. 

3. The effective tax rate for Montana Taxable Income is 5,65%. 

FISCAL IMPACT 

Individual Income Tax Receipts 
Under current law 
Under proposed law 
Estimated Decrease 

FUND INFORMATION 
General Fund 

Under current law 
Under proposed law 
Estimated Decrease 

Earmarked Revenue Fund 
Under current law 
Under proposed law 
Esti.r~1.ted Decrease 

Sinking Fund * 
Under current law 
Under proposed law 
Estimated Decrease 

*A portion of the income may be 
general fund as long-range bond 

FY 82 

$161.556 M 
161.523 M 

($ 0.033 M) 

$103.396 M 
103.375 M 

($ 0.021 M) 

$ 40.389 M 
40.381 M 

($ 0.008 M) 

$ 17.771 M 
17.768 M 

($ 0.003 M) 

transferred to the 
excess. 

FY 83 

$167.993 M 
167.960 M 

($ 0.033 M) 

$107.516 M 
107.494 M 

($ 0.022 M) 

$ 41.998 M 
41.990 M 

($ 0.008 M) 

$ 18.479 M 
18.476 M 

($ 0.003 M) 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: --~------------ ___ _ 



STATE OF MONTANA 

FISCAL NOTE 

Form RD·/5 

In compliance with a written request received .hmuacy 22 , 19 ...81__, there is hereby submitted a Fi~al Note 

for _..fum atE\ Bi 11 .163 pursuant to 'Title 5, Chapter 4, Part 2 of the Montana Code Annotated fMCA). 

Background information used in developing this Fiscal Note is available from the Office of Budget and Pt()gl'am Planning, to members 

of the Legislature upon request. 

Page 2 

ASSUMPTIONS (As prepared by the Department of Agriculture) 

1. All expenditures ate from earmarked fund sources from interest on bonds. 
2. The mechanics of bond issue; sale, operations, loans made and serviced, would have 

to be contracted out. 
3. Agricluture loan authority members consist of 8 persons; would hold a minimum of 

four meetings annually, average travel distance of BOO miles each meeting for each 
member. 

4. Agriculture loan authority members hold .meetings in Helena. 
5. One FTE salary, benefits, operational costs, and equipment be required to assist 

in administration of act as directed by authority. 
6. The program would require a loan from general fund FY 1982 until interest is 

available from the bonds; then the program would be self-supporting. 

FISCAL IMPACT 

Expenditures under proposed act 
Personal Services 
Operations 
Equipment 

Total 

COMMENTS 

FY 1982 

$17,385 
17,31'5 
2,800 

$37,500 

FY 1983 

$17,385 
27,615 

0 

$45,000 

No general fund will be consumed by the operation of this program except as 
prepaid operational eXpenses which will be reimbursed from the first issue bond 
interest. 

Office of Budget and Program Planning 

Date: 1- '2-(.t- <II 
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Sectivn 1. 

STATEMENT OF INTENT 

SENATE BILL 163 

Sendte Taxation Committee 

This statement of intent is required oy the 

rulemaking authority granted to the Montana Ag~icultural 

Lo~n Authority in section 4(c) and section q(a). 

Section 2. It is the intent of the l~gislat.ur-c that 

the i•lonta-na Agr i cul t.ura 1 Loan Authority adopt rul e5 for the

orderly hondlin~ and processin0 of applications under thP 

authority qronted 10 this act. to yrdnt farm acquisition 

lo~ns ~nd to grant loans under the second loan program. The 

rules under section 9 are intended to be sufficiently 

soecific to allow for dn objective determination by thP 

department of which applicants st1ould receive a farm 

acquisition loBn from the authority• The same criterid 

should be established by rule for the seconrl loan progr~m 

"'it.h spe<.:i~1 emphasis on need of the applicant and the 

applicant•s po5slble prospects for ~uccess. 

S~::cticm 3. lt is the specific int'::!nt of th·-· 

21 Legislature that the :"1ontana A;ricultural Loan Authority 

22 shdll coordinate all loans made pursuant to Sendte 13ill 163 

23 through the Fa~mers Home Administration, the Prorluction 

24 

25 

Crf':di t Association. the f-e£.Jera1 

lenders, or s.ome other 

land Bank. and prlvatP 

similar or')anization or 
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58 163 

or~anizati.ons. 

Administration 

The state director of the Farmers Home 

has indicated to the Senate Taxation 

Committee that the FHA could scr-een worthy applicants• 

participdte with a subordinated lo:)n of its own, participate 

with a guaranteed loan, and fully service the loan. This 

\oiOuld include taking care of any defaults in the event there 

ar0 defaults by either paying off the statP in full or 

working with thf" state, foreclose on the farmland and 

immediately resell it to apply the proceeds to the defaulted 

loan. tt is the intent of the Legislature that this progr~m 

coordinate with the Farmers Home Administration or other 

similar organizations including private lenders to the 

ma)(imum extent possible so that the Montcnd Aqricultur.31 

Authority will not itself need to service th~ loan or 

Cdre of any defaults. 

-2-
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SENATE BILL NO. 163 

Approved by Committee 
on Taxat.ion 

INT~QOUCED BY TOWE• SEVERSON, BOYLAN, SIVERTSEN9 

FABRE,:;A, M. ANDERSON, SMITH, HAGER. DOVER, 

GRAHAM, CONOVER, R. 4NOERSON 

A SILL FOR A~ ACT ENTITLED: "AN ACT TO HELP qEG INNING 

FARMtRS GET STARTED IN AGRICULTURE; TO CREATE THE MONTA>iA 

AGRICUlTURAL LOAN AUTHORITY FOR THE PURPOSES OF HElPING 

oEGINNI'lG FARMERS ACQUIRE LANO; PRiJVlO!NG AN INCOME TAX 

DEDUCT 10.'1 FOR CERTAIN LAND SALES TLl BEGINNING FARMERS; AND 

PROVIOING FOR LEGISLATIVE REVIEW OF THE ACT.• 

WHEREAS• obtaining sufficient findncing ta begin a farm 

or ranch operation in Montana ts increasingly difficult; and 

WHEREAS, beginning farmers experience ~reat difficulty 

in readying lodnS under high interest rates and low market 

pf"ices for .:hjricultur,al products; and 

WHfREAS, the agricultural loan programs administered by 

th~ Hontana department of agriculture are inadequate to the 

real needs of the state; and 

WHEk.EAS, the federal fcum home ad111inistration•s farm 

own~f"Shi.p loan program is also inadequate to the real needs 

of the stat~; and 

WHEREAS, low interest rate financing for beginning 

farmers is not avai I able in the private sector; and 
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WHEREAS, the value of family farms to the economic, 

social, and political well-being of the state is worthy of 

legisldtive action and support. 

THEREfORE, it is the purpose of this bill to assist 

beginning faf"mers with financial support and encourage~ent 

by making low interest rate loans available to eligible 

farmers. by establishing a low interest rate second loan 

program to insure that beginning farmers can establish thear 

agricultural operations on solid founddtions, and by 

providin~ incentives to retiring farmers who sell their land 

to el i.gible beginni.ny farmers. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MO'lUNA: 

Section 1. Short title. [Sections 2 through 2Q] m~y 

be cited dS the "Montana Agricultural Loan Authority Act•. 

Section 2. Definitions. (1} As. used in [sections 2 

through l9]• the following definitions apply: 

(d) '"A.;}riCultuf"al land• means land actively devoted to 

agricultural usp as defined in 15-7-20l• 

(b) "Author lty" means the agricultural loan authority 

providerl for in (section 3]. 

(C) "?.onds 11 means bonds or bond anticipation not~s 

issued oy the authority unde,. the provisions of [sect1ons 2 

throuyh 29]. 

(Z) References to the authority•s property, revenu~~· 

-2- S'?. 163 
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generated by the Montana 
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agricultural loan 
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an:1 dS.sets 

authority 

program., not those owned or generated by any other program 

or property over which the authority exercises qeneral 

authority• direction, and control. 

Agricultural 1 oan Section 3. 

composition quasi- judie ial. 

agricultural loan authority. 

authority --allocation 

( 1 J There is •n 

(2) The authority consists of eight mem~ers appointed 

by tne governor as provided in 2-15-124. The ~embers shall 

be appointed as Toll ows: 

(a) one offic.Pr from a commercial lending institution; 

(b) one fruit or vegetable farmer; 

(c) two 1 ivE?stock farmers; 

(d) two grain farmers; 

(e) one officer fro~ a farm credit association; Jnd 

(f) one--meme~r--&f--the-+@9i~+e~ar~ Q~f-~S~~~~O lS 

~OT_£NGAg~~-f~E~l~~-~f!bJ~TEQ_~ITH -~--£Q~~ECI~ 

LE~Ql~-l~1lTU1lQ~_OR_f~_£EEDli_~~~OC!l!!ON. 

(3) The authority is designated a quasi-judicial boarrl 

foe purpose~ ot 2-LS-1£~. 

(4) The authority is allocated to the department of 

agriculture for administrative purposes only as provided in 

2-15-lll. 

( 5) In compl i -3nce with th~ state pay plan, the 

-3- s~ t63 
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deportment. snall provide all staff and serv1ces to th~ 

author1ty as are determined by the authority in conjunction 

~ith the depdrtment to be necessary for the puroos~5 vf 

carrying out the dUthority's progra111s. The dep.-.rtment <:.h.Jil 

assess the authority for reasonable costs. 

(6) A member of the authority may not be con~ider~d to 

hav.? a cont 1 ict. of .interest under the provisions of Z-2-201 

merely because the member is a stockholde,.-9 offic~..-. or 

employee of a lendin~ institution ~ho moy participate in th~ 

authority's programs. 

s~c t ion 4. Agricultural 1 oan <lutnor i ty ~eneral 

powers. (1) The authority may: 

(a) rPtain professional consultants and advisors; 

(b} rely on it~ staff in its daily functionsi 

(c) ddopt rules governing its procedures; 

(d) l~SUe Uonds 1n accordance with [section I 0] 

necess0ry to provide funds for 

through 29 J i 

implement1ng (sections 2 

( "J accept applications from those wishing to ~ecure 

agriculturdl loans and second loans; 

(f) invest any funds generated by sale of bonds in thP 

per~issibl~ investments outlined in 17-6-211 until such time 

as the funds are needed for any of the authority's other 

functions; oftd 

(g) make loans from the agricultural loan authority 

-4- 5[< 163 



2 

] 

4 

5 

b 

7 

8 

9 

10 

ll 

12 

lJ 

14 

15 

16 

l7 

18 

19 

20 

l1 

22 

23 

24 

25 

SB 0163{02 

account to P-ligible Montana fa~mers for the purchase of 

agricultural lond.~NO 

1~1 UTILIZE THE ~~~~2ERV!CES _QL-I.!:!5. 

fAR!!E R~ _ _!!Q!!_L _ _M!~I NI~ TR AT I ON, __ T!!L_~ROUUC! l ON _ _!;!!_EO IT 

~SSOCIATlO!h _ _fjj£_fEO£!!&__bM!.Q__M~&_Q!Lf!!~!L.bJi':l.QJ;!!.LQ! 

flli)f,E SS !!!!; __ ~.!,!!;.~!I O!:!L_fQ!LJ:OANS _!!:!!1.__2 ERV! C. I NG _.!,. G-~ 

AUTJ:!Q!!.li~Y_f~E ACT.._ 

Section 5. loan agree~tents general provisions. 

(lJ A loan agreement shall include a payment schedule that 

may not exceed 60 years. 

(2) The authority shall specify in t.he agreement the 

reasonable rate of interest it con~iders necessdry. 

t 3) Loans 1nad-e by the author It)· must be secured by any 

lien~ or collateral the authority considers n~cessary. 

Section 6. Second loan progr~m. (1) The authority may. 

upon application by a borrower under its loan proqram enter 

into a second loan agreement with a borrower to provide 

sufficient funds to the borrower to pay a part of the 

interest or principal or both of the 

authorized under [section 4]• The second 

availabJey at the authority's discretion: 

original loan 

1 oan shall be 

(a I to assist the borrower during a year resulting in 

a crop fdilure or other similar economic diversityi and 

(b) to help pay not to exceed 1/2 of the annual 

interest due on the original loan. However, not more than 10 

-5- Si' Io3 
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such annual loans for interest may be made to a borroNer 

during the duration of the original loan. 

(2) Interest on the amount of the second loan shall be 

at the authority's bond rate plus administrative expenses. 

( 3) The second 1 oan beco..es payab 1 e: 

(a) an installments to corRtRence not later than 20 

years dfter the initial pu~chase of landi or 

(b} immediately and ln full upon the sale of land on 

which it was loaned. 

Section 7. htmediate repayment. If an applicant who 

has secured a Joan from the authority under the prog~am 

created in [sections 4 and 6] sells the land for which the 

loan was made to any person. fir~. or corpordtion othe~ than 

his spouse. chlld~en, or corporation Nho11y ONned by the~. 

the loan shall be repaid in fuJI. 

Saction a. Qualifications of applicants. (1) To be 

eJigible for a loany an applicant must: 

tet--rest~e-tn-the-s~~te-at-the-~T•e-e#-~~~~ea~+oft+ 

tbt!!l declare his intention to maintain his residence 

in Montana during the length of the loan; and 

tetllll have been approved by !!_N AP~QfRIA!L_CO~!TTEE 

SUC~~-BUT_~!_bl~l!£Q_!Q a local committee of the farmers 

home administration +o~--e--+~-~~oM--the--~er.e~~--he.e 

e~nT~t~ettoft--Tn--eeftneetto"--wTth-~h~-~eMe-4e"d-pu~eha~~ 

THE_fROQ~!;l!Q~£~~.Q!l_!SSOCl~I!Q~!HE __ FEO£~--lAND __ 2~~~ 

-b- S3 163 
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PR!~ATE LE!!QER5..__Q!L~llMILA!LQ~!!~ill!!QNS. 

(2) Applications may be submitted by individuals• 

partnerships, associations, or joint ventures. All pBrsons 

involved 1n the application must meet thP. requirements of 

subsection (1). Corporations, as defined in lS-1-102~ may 

not appl Y• 

Section 9. Evaluation of applicants. (l) The authority 

shall by rule establish: 

(a) rules for soliciting and evaluating applications 

from qualified Montana citizens; and 

(b) a point system for evaluating the applicants• 

considering the following criteria: 

(i) the applicant•s net wo,-th, which may not exceed 

stoo,ooo; 

tii) the dpplicant•s access to livestock and machinery; 

(iii) the applicant's inability to secure !QSBY!!I 

financin<] for purchase of agricuJ tural I and from other 

sources !I~!Ll'i!ERESLBATL!HAT _!j!LL __ !UQ!L_!_-Bf!if!!:!A!!LE 

fRO~PE£!_f~-Bff~!; 

( iv) the 

agriculture; 

applicant•s training and experience in 

(v) the applicant's prospect~ for succeedin9 in an 

agricultural operation on the land proposed for purchase; 

and 

(vi) any other factor~ it may prescribe. 

-1- SP !63 
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(Z) The duthority shall select the best qualified and 

most deserving applicant from among those applying for 

loans. 

(3) The authority may seek the advice of ~ft~--~t~e 

dT~eetor-o~ ~UCH_bENDERS_A5 the farmers home administrltlon~ 

THE __ fBQQYCT!ON _ _fB£Q!!_~~~TIO!:!• TH£_ffOER!L LA~Q_~~!:!K• 

~RIY:hl.§_k_5~~_£RS..! AND,2IHill.!!_Q~§~~lliQ~ 10 Montana and 

coordinate its loan program through ~~e--~~r~r~--he~ 

-e1Hri-nT~~~M--i--~ SUCH_QB,2~Nil~IION~ including assistance in 

screening applicants and servicing the loan. 

Section 10. Issue of genere+--ob+~~e~~e" bonds 

credit of the state ~Q! pledged. (1) Whe"-e~the~+~ed--hy--&n 

aff~~ma~+v~--vete-o~-~wo-~~-i--r~~-e+-~"e-me~be~~-~~-e~e~-~~~~ 

e~-t~e-+eq+~~~~re-er-of-a-~ejer+~-e~-~he--e~ee~er§--yet~~ 

~~~eon~--the !HE autho~ity •ay issue bonds of the stvte of 

Montana in a principal amount it determines necessary to 

provide sufficient funds for achieving any of the purposes 

of the Montana agr icuJ tural loan authority program. 

including the payment of interest on bonds, establishment of 

reserves to s-ac:ure the bonds9 and all other expenditures of 

the authority incident to the program. 

£2) Each issue of its bonds iS an obligation of th<? 

authority payable i-l'l-~e-.J.-i-r5-~-'i'"~'t1!t"ee- out of any revenues. 

assets 9 or money generated by the Montana agricultural loan 

authority program. The authority shall manage. to the best 

-8- :>B 163 
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of its ability. its +e~~e-~~reement~-end-se+e~ bQANS so that 

the bonds. are repai'id by the revenue generated by the 

program. i"-edd~~?oft~-~he !~ full faith and cre1it and 

taxinq powers of the state are NOT pledged for the payment 

of bonds issued by the authority under the provisions of 

[sections 2 throuqh 29]. 

(3) The bonds must be authorized by r-esolution of the 

authority and bear a date and ~ature at times as the 

authority determines. A bond may not mature ~ore th~n bO 

years from the date of its issue. The bonds may be issued as 

serial honds payable in annual installments or as term bonds 

or as d combination thereof. The bonds of the authority may 

be sold at public or private sale, at prices determinad by 

the author i. t Y• 

(4) The ~e~olution shall specify: 

(d) the rate of interest of the bondsi 

{bJ the denomination of the bonds; 

(c) whether the bonds shall be in coupon or registered 

form and registration privi1ege5t if any; 

(d) the manner and place of ~xecution; 

(e) the manner and place and medium of pgyment; .-tnd 

(f) the terms of redemption. 

( 5) The total amount of bonds outstanding at any one 

time mar not exceed SZOO million. 

Section 11. Provisions of bond resolutions or trust 

_q_ sa 163 
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indentures. A resolution or trust indenture authorizing any 

bonds or any issue thereof may contain provisions. which 

shall be a part of the contract or contracts with the 

holders thereof~ as to: 

(1) pledging ~11 or any part of the revenues or the 

property of the authority to secure the payment of the bonds 

or any i5sue the~eof• subject to existing aqree~nts with 

bondholders; 

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

aut.hori t.y, including mortgages and obJjgations securing 

them. to secure t.he payment of the bondsi 

t~t--p+ed9~"~-the-~~~~--'e*~~--aftd--eree~--~~--tft•+ftq 

~ewer§--ef-~he-~tete-&~-Meft~afta-~~eeure-t~~~y~~-e#-~he 

eeftds~ 

t~tlll specifying the use and disposition of the gross 

income from mortgages owned by the authority and payment of 

principal of mortgages owned by the authority; 

t~1il the setting aside of reserves or sinking funds 

in the hands of tru~tees. paying agents. or other 

depositori~s 3nd the regulation and disposition of the 

reservesi 

tOti2l limiting the purpose to which th@ proceeds of 

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

proceeds to secure the payment of the bonds or of any issue 

ther~of; 

-10- $8 lb3 
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t~t1§1 limitin~ the issuance of additional bonds, the 

terms upon which additional bonds may oe issued and secured• 

and the refundin·_;] of outstanding bondsi 

t6t1ll specifying the p~ocedure, if any, by which the 

terms of any contract with bondholders may be amend~d or 

abrogated, the amount of bonds the holders of which must 

consent thereto, and the manner in which such consent may be 

given; 

t9t!!l limiting the amount of money to be expended by 

the authority for its operating expenses; 

t+St12! vesting in a trustee property, rights, powers, 

and duties in trust as the authority deter~ines; 

fil-ti!Ql defining the acts or failures to act. which 

will constitute a default in the obligations and du~ies of 

the authority to the holders of the bonds and providing for 

the riqhts and remedies consistent with the laws of the 

state and the provisions of (sections 2 through 29] of the 

holders of the bonds in the event of such default• including 

as a matter of right the appointment of a receiver; and 

t·Ht.Llll specifying any other matters of like 

dif'ferent c:hdtacter which in any way affect the 5ecurity 

protection of the holders of the bonds. 

or 

or 

Section 12. Validity of pledge. A pledge made by the 

authority is valid and binding fro~ the time the pledge is 

made. The revenues or property pledged and thereafter 

-11- S'~ 163 
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received by the authQrity are immediately 5ubject to the 

lien of the pledge ~ithout any physical delivery thereof or 

further ~ct• and the l1en of any pledge is valid and binding 

agdinst all JJarties having claims of any kind in tor-t• 

contract. or otherwise against the authority., irrespective 

of whether such parties have notice thereof. Neither th"" 

resolution. trust indenture• nor any other instrument !'ly 

~hich a ~led~e is created need be recorded. 

SectiQn 13. Personal liability. The authority ~mbers 

and emplor·ees of the department .are not personally 1 iable 

for any debt incurred by the authority. 

Section 14• Purchase of bonds cancellation. Th4? 

authority. suoject to existing ~reements with bondholders. 

may out of any funds available for that purpose ~urchase 

bond~ of the dUthor-ity. which shall thereupon be cancelled• 

at a priLe not exceeaing: 

(l) the current redemption price plus accrued inter-est 

to the next interest payment thereon if the bonds are then 

redeemable; or 

(2) the redemption price applicable on the first date 

after purchase upon Nhich th~ bonds become subJeCt to 

rede~ption. plus accrued interest to that date if the bonds 

are not then redeemable. 

Section 15. Trust indenture. In the discretion of the 

authority. the bonds ~ay be secured by a trust indentur~ 

-12- S9 1b3 
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between the autho~ity and a corporate trustee• which may be 

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

within or ~ithout the state. 

S~:;ction 1&. Neyotiabi 1 it:y of bonds• Rands issu~d by 

the authority are negotiable instruments under the Uniform 

Commercial Code, sub;ect only to the provisions fo,

reyistr~tion of bonds. 

Section 17. Continuing validity of authority members' 

signa!ur.es. If any authority member whose siqnature appears 

on bond5 or coupons ceases to De a member before the 

del lvery of the bonds. his signature continues to be valid 

and suffici-ent for all purposes. 

Section 18. Accounts of the authority. TherP is an 

agricultural loan <;Juthurity account in the bonds proceeds 

and insurance clearance fund provided for in 17-2-102. All 

funds from the proceeds of bonds issued under [sections 2 

through 29]• fee~ and other money ~eceived by the authority, 

money app..-opri a ted by the legislature for the use of the 

dutho..-ity in cdrryintJ out (secti.o0'5 2 through 29], and money 

made available from any other source for the use ~f thP 

authority must. be deposited in the a<Jriculturol lodn 

authoyi.ty account ~xcept as otherwise provided by law. All 

fund~ deposited in the agricultural loan authority account 

are continuously appropriated to and may be expended by the 

authority for the purposes authorized in [sections 2 through 
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Section 19. 

authority shall 

accounts: 

Reserve 

pay into 

5B 0163/02 

funds and appropriations. Cll The 

one or more capital reserve 

(a) any money appropriated and made available by the 

state for the purpose of the fund; 

(b) any proc~eds of sale of bonds to the extent 

provided in the resolutions of the authority authoriLing 

their issuance or ln any trust indenture securing thelr 

repaymenti and 

(c) dny other money which may he available to the 

authority fo~ the purpose of such a fund from any other 

sour<: e. 

(2) All amounts held in d capital reserve account must 

be u~ed sol~ly for the payment of principal. intere~t. and a 

redemption premium wlth respect to bonds secured in whole or 

in part by the account. Funds in an account may not be 

withdrawn at any time tn an amount which reduces the amount 

of the account. to less than the minimum cdpital reserve 

requirement established for the account except for the 

purpose of mdkinq. wath respect to bonds secured in whote or 

in part by the a<:count, payment• when due. of principal. 

interest, or redemption premiums for the payment of which 

other money pledyed is not available. 

Section 20. RPfunding Obligations --sale. Refuoding 

-14- 5S 1b3 
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obligations issued as provided in 90-6-121 may be sold o~ 

exchanged for outstanding obligations issued under [sections 

2 through 29). The proceeds m.3Y be applied to the purchase. 

redemption, or payment of outstanding obligations. Pending 

the application of the proceeds to the payment of 

out~tanding obligations, the proceeds may be invest~d as 

provided 1n Title 17• chapter 6, if permitted in the 

resolution authorizing the issuance of the refunding 

obligations or in the trust agreement securing them. 

Section Zl• Refunding obligations -- JSsuance. The 

authority may provide for the issuance of refunding 

obligations for refunding any obligations then outstanding 

which have been issued under [sections 2 through 29]. 

including the payment of any redemption premium and any 

interest accrued or to accrue to the date of redemption of 

the obligations. The issuance of obligations. the maturities 

and other details. the rights of the holders9 and the 

rights. duties• and obligations of the authority a•~ 

governed by the appropriate provisions of (sections 2 

through Z9] which relate to the issuance of obligations. 

Sectiori''zz. Tax exemption uf bonds. Bonds issued oy 

the authority under [sections l through 29] and their 

transfer and income, including any profits made on their 

sale. are exempt from taxation by the state or any political 

25 subdivision or other instrumentdlity of the state9 except 
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for inheritance. estate, and g&ft taxes. The authority is 

not requir~d to pay record1ng or transfer fe2s or taxPS on 

in~~ru~nt~ recorded b~ it. 

Section 23. Income tax deduction for land saln to 

beginning farmers.~ ldndowner who sells land consisttng of 

~wenty ~Q dcres or more to a beginning farmer who--que+tf+e~ 

~ftde~--f~eetTen--8i AT_~-Q~LES~_!~ISEEST G~-~~~=TER~ 

~Q~!E.ACT is entitled to a reductton 10 his ta:<able income in 

an amount equal to 100% of any income or capital g.:dn• or 

both,. reali.!.ed anC otherwise subject to ~tdte incorr.P taxes 

from the sale• up to a maximum of s~o.ooo~-f~QYl2fQ __ !~E 

!RA~~AC!IDN _!~- FI~~! __ AP~BOVEQ__§! _ _!~£_AU}HuBLI!_FOB_THI5 

!!\d.!!!!Q SE. 

Section 24. Pledge again~t impairment of contr~cts. In 

accordance with the constitutions of the United State~ and 

th€.· state of J4ontana. the state pled~es t:.hat it wil 1 in no 

riay i.mpai r the obi i gat ions of any agreement between thf" 

authority and the holders of notes an:::l bonds issuel1 by the 

duthor it Y• 

Section 25. Annual audit• (1) The authority•:; books 

and records must be audited ~y-a"-~"fte~eftd~ft~-e~~~~+~ed 

~ttb+te-8eeoun~~"t-e~-+~e~t-onee-e~eh-fi~ee+-~~~~ 

t~t--~he-te~+~+~~~.e-e~d+tor-m~y-eo"due~--~"--~b~f~--~~ 

the--re~ue~t--ef--~he--+e~+~+etrye-eadit-eemm+~~e@~ ~l_h~ST 

Q~~[ EAC~_r~~~!_!~~_h~GISh~!!Yt_~~~ITO~~---A- CON!~AC! 
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AUQ! TO~_A S_Q IRECTEO_J!L.!!!L1EG I SLAT !.li_~UOlT _l;_Q_!!MIT!£f.._ _ _!!l!: 

fOST_Qf_THE_AUQ!!_~~~lL_§£_~l!!_!HE_~UTHORITY. 

Sec-tion .26. Report. The department shall transmit to 

the 9overnor and to each member of the 1 egis I ature 30 days 

5 before the m~eting of the legislature d rep·ort: 

b (1) detailing the operations of the agr1cultural lodn 

1 authority program sance the adjournment of the last 

8 legislature; and 

9 (l) containing a financial stdtement showing the 

10 program's dSSets and liabilities. 

L1 Sectior"J 21. Powers to be Jnterpreted broadly .. The 

12 powers enumerated in [sections 2 through 29] shall be 

13 interprPted broadly to effectuate the purposes of the 

14 authority and may not be construed as a limitation of 

1~ p0wPrs. 

16 S~ction 28• Legislative revie~o~ required. The 

11 a.Jricultural loan authority program shall be reviewed by the 

18 leglsLJture at the third legislative session following the 

19 first s~le of bonds under the provision of [section 10] to 

20 detPrmine whether the proqram should continue. However. any 

21 eKi~ting commitment~ incurred by the authority are not 

22 dffected by thi5 review. 

23 Section 29. Severability. If a portion of this act is 

24 invalid, all valid parts that dre severable from the invalid 

25 ~art rema1n in effect. If a part of this act is invalid in 
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one or more of its dpplications. the part rem~ins in effect 

in a11 valid applications that are severable from the 

involid applic~t•ons. 

-End-
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ST4TE~ENT OF INTENT 

SENATE BILL 163 

Senate Taxation Committee 

Secti<.>n 1. This statement of intent is requil"ed t)y the 

rulemaking authority granted to the Montana Agricultural 

lodn Authority in section 4(c) and section 9(a)• 

Section z. It is the intent of the legistatur'<'! thdt 

the Montana Agl"icultural Loan Authority adopt rules for the 

Ol"derly haodlin~ and processing of applications under the 

authority grant~d in this act to grant farm acquisition 

loans and to grant loans under the second loan program. The 

rules under section 9 are intended to be sufficiently 

specific to allow for an objective determination by the 

department of which applicants should receive a farm 

16 acquisition loan from the duthority. The same criteria 

l7 s~ould be ~stabl ished by rule for the second loan p ... ogr<Jm 

18 with special emphasis on need of the ~pplicant and the 

19 applicant's vossible prospects for success. 

20 Section 3. It lS the specific int..::nt of thr 

21 Legislature that tile Montana A;;ricultural Loan Authority 

22 shall coordinate all loans made pursudnt to Senate rl:ill 163 

23 through the Farmers Home .&.dministration, the Pror1uction 

14 CrEdit P..ssoci.ation. the Federal Land B.ank, and prtvat£1' 

25 lenderst 0< s.ome other similar or']oni.zdtion O< 
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or~ani.zat,on~. The state director of the Farmers Home 

Administration has indicated to the Senate Taxation 

Committee that the FHA could screen worthy applicants. 

participate with a subordinated loan of its own. participate 

with a guaranteed loan, and fully service the loan. This 

would include taking care of any defaults in the event then~ 

ar~ defaults by either paying off the state Jn full or 

working with the state. foreclose on the farmland and 

immediately resell it to apply the proceeds to the defaulted 

lodn• It is the intent of the Legislature that this program 

coordinate ~ith the FarDers Home Administration or other 

similar o,.ganizotions including private lenders t<J the

maximum extent possible so that the ,.,ontand Agricul~ural 

Authority will not itself need to service the loan or tak~ 

care of any defaults. 
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SENA Tf BILL NO. 1~3 

[i\jfR:_,!lJU(t.[l BY TOWfr !>EVJ":RSQf'4, BOYlAN, SIVFRTSEN, 

FABRE~A., He ANOE:RSQN, SMITH., HAGER., !")OVFR., 

GRAHAM., CONOVER., R. ANDERSON 

A SILt FOR AN ACT BHITLEO: •AN ACT TO HELP REGINNING 

FARMERS GET STARTED IN AGRICULTURE; TO CReATE THf ~QNTANA 

AGRICULTURAL LOAN AUTHORITY FOP THE PURPOSE> OF HELPING 

aEGINNI~G FARHEKS ACQUIRE LAND; PROVIDING AN INCOME TAX 

uEDUCTIO>l >nR CERTA!I'< cAND SALES TO BEGINNING FARMERS; AND 

PROVlOING FOR LEGISlATIVE REVIEW OF THE ACT." 

WHEkEAS, obtaining sufficient financing to begin a farm 

or ranch operation in Montana is increo~ingly difficult; and 

WHEREAS., beginning farmers experience great difficulty 

in reodying loan~ under high interest rates and low market 

prices for agricultural products; and 

WHfREAS., the agricultural loan programs administer~d by 

th~ Montan~ department of agraculture are inadequate to the 

real needs of the state; and 

WHEkEAS, the federdl farm home ad~inistration's farm 

own~rship loan program is also inadequdte to the redl needs 

of the stat~; and 

WHE~E4S, Jow intQrest rate financing for beginning 

f~rmers is not avai table in the private sector; and 
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WHf-'RfAS., the value of family farms to the economic, 

social, dnd ~oltticd1 well-being of the state is worthy or 

legislattve dCtion ~nd support. 

THfREFflRE, it is the purpose of this bill to dssist 

beginning formers with financial support and encouragement 

by making low interest rate loans available to eligible 

farmers., by establisning a low interest rate second loan 

program to insure that beginning farmers can establish their 

agriculturol operation~ on solid founddtions., and by 

providin~ incentives to retirinq farmers who sell their land 

to eligible beginning far~ers. 

SE IT ENACTED BV THE LEGISLATURE OF THE STATio OF MONfANA: 

Section 1. Short title. [Sections Z through zqj may 

be cited as the "Montana Agr-icultural Loan Authority Act"• 

Section 2. Definitions. (1) As used in [sections 2 

through 29]t the foJJowing definitions apply: 

(ci) "A-.Jricultural land" means land act.iv2Jy devoted to 

aqricultur~l usP. as defined in 15-7-202. 

(VI ''Authority" means the agricultural loan authority 

prJviderf for in [section 3 ]• 

(c) "~onds" mean~ bonds or bond anticipation not~s 

tssued oy the authority under the pro~isions of [sections 2 

thr ouyh 291• 

(l) Reference-s to the a~thority•~ property• r~venu~s• 

-2- s.~ 163 
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an:1 dS sets 

authority 

program. not those owned or generated by any other program 

or property over which the authority exercises qeneral 

authoritY• dir~ction• and control. 

Section 3. Agricultur-al 1 oan 

composition -- Quasi-jud.icial. 

agricultural loan authority. 

authority -- alloc3tion 

(1) Ther~ is •n 

(2) The authority consists of eight mem~ers appointed 

by the governor as provid-ed in 2-15-124 .. The 71embers shall 

be appointed as follows: 

(a) one officer from a commercial lending institutinn; 

(b) one fruit or vegetable f~rmer; 

(c) two 1 ivestock farmers; 

(d) two grain farmers; 

(e) one off leer from a farm credi. t associ dtion; 1nd 

(f) one--m@Mher--ef--th@-+~~+et~re Q~f_~f~~-tt~~ 

~Q!_£N~·~-~-E~~~-~--!EE!b!!!fQ_~!!~--!--~Q~~£~~!!~ 

LENQ~!NS!!TU!!ON_~_EARM_~~£Q!l_!SSQ~IA!!Q~• 

(3) The uuthority is designated a qua~•-Judicidl boarrl 

for purpQses pt 2-l~-ll4. 

<4) The authorll y ts •. tlloc~ted to thl? r1E!I.'drt_.nt :)f 

aqra(.ulture tor dc1mini5trot•ve ·pur~o-,es Or"l\' '"' ~,. )VIrl... II' 

l-l·i-l.lt. 

( 5) In compla-3nce wtth thP statE- ,)·'Y pldn, thP 

. 1- h' 

ffi~'~,.~~~-~---~'I"-"''!'SJ'l:~-~~·~·.,.,..,•"-''""-""""·-~·---~---·---""'"""~'·--··--~·-----~---
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department shall provide all staff and st:?r-vices to t.h" 

authority as are determined by the dUthorit.y tn conjunction 

,..ith thE> depdrtment to be neces~ary for the purpos~s vf 

carrying out the duthority's programs. The ~epartment shall 

assess the authority for reasonable costs. 

(6) A member of the authority may not be consio~r~d to 

hav~ a conflict of interest. under the provisions of 2-2-201 

merely b@Cause thE> member is a stockholder• offict:r, or 

employe.P of a 1endin·"" institution who may participate in th"!.? 

authorit.y•s p,.ograms. 

Section 4. Ayricultural loan authority qeneral 

power~. (11 The author1ty may: 

(a J re-taa n profess ion a 1 consu 1 tant:s dnd ddv i so,. s; 

fbi rely on ats staff an tts daily functions; 

(c) 

(d) 

ddop·t rules governing its procedures; 

t s sue i.Jonds an accordance with r section 10] 

necessary to provide funds for am~lementing [sections 2 

thr ouqh 29]; 

(e) qc~ept 3pplacataons from those wishing to 3ecure 

d1Jrtcu1turdl loans and ~econd loans; 

( t) anve!l.t c~ny funds generated by sale of bonds tn the 

per«'la~stbl!':" anvE'"1otments outlined an 17-6-211 until such time 

c!S the fund~ ar~ n~~uea for dny of the dUthJr•tv's other 

fiJnc-t 1 on~; '"lll"h~ 

(q) make locms from thP ayr.cultural loan authority 

~· ~.. lo ~ 
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account to eligible t-!ontana farmers for the purchas~ of 

aqricultural landw~~ 

.l.t!L._l!!ll!ll__THE -~-~-ll.HANCE ~~Q__gRV!lES _QE-~ 

E~~~ERS'-~~-~~!NI~!~~lONo ___ I~--~RO~UC!IO~---~~EDI! 

~SSQ~IATIONo _ _!~~--E~D~B~~--~Q~~~Q~PR!VA!f-b~~DE~S IN 

~BQ~~~!~--~1!CA!!Q~~-_EQ~_10A~~__A~Q __ ~ERV!CING ___ ~Q!~~ 

~UT~Q~!b£Q_~!_!~~f!~ 

Section 5. loan agreements general provisions. 

(1) A loan agreement shall include a payment schedule that 

may not exceed 60 years. 

(2) The authority shall specify in the agreement the 

reasonable rate of interest it considers necess~ry. 

(3) Loans made by the authodt.y must be secured by any 

liens or collateral the authority (.Onstders necessary. 

Section 6. Second loan program. (1) The 3Uthority may, 

upon application t-,y a borroNer under its loan proqram enter 

into a second loan agreement with a borrower to provide 

sufficient funds to the 

i nte~est or prtnc ipal 

bo~rower to pay d 

or both of the 

authorized under [section 4]. The second 

available, at the ~uthority•s discretion: 

part of 

origin.Jl 

loan s~'all 

th~ 

Joan 

be 

(a) to assis.t the borrower during a year resulting in 

a crop failure or other similar economic diversity; and 

(b) to h~lp pay not to exceed 1/l ot the annu<Jl 

interest due on the original loan. However, not more th.~n 10 
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such annual loans for interest may be made to a borrower 

during the duration of the original loan. 

(2) Interest on the amount of the second loan shall be 

at the authority's bond rate plus administrative expenses. 

(3) The second Joan becomes payable: 

(a) 1 n t nstd 11~nents to commence not 1 ater than 20 

year!~ dfter the tnttJal purchase of land; or 

(bJ immedJr.Jt.ely and in full upon the sale of land on 

which it was loaned. 

Section 7. Iwnnediate repayment. If an applicant who 

has secured a loan from the authority under the program 

created in [sections 4 and b] sells the land for which the 

1 Odn was made -to any pe-r son• f i rm• or corporation other than 

his spouse. children, or corporation wholly owned by them 9 

the Joan shaJJ be repaid in fu11. 

Sact.ion a. Qualifications of applicants• (lJ To be 

eltgible for a loan. an applicant must: 

tet--~~~~de-i"-~he-~tat@-a~-~~@-~+~~-e~-app~~~dtie"~ 

tet~ declare his intention to maintain his residence 

in Montana during the length of the loan; and 

tet .Ull have been approved by ~':![_APPROPR IA!L_CO!!!!!~ 

SUC~--~~-gUT~!_!~l!~~_!Q a local committee of the farmers 

home ddministration ~er--~--·~~--~~m--the--~8#~~~--~ft.e 

~~"T~~retio~-tn--eeft~ee~fo"--•Tth-th~-~ame-+end-~~eha~e~ 

!HE_~~QQ~~!lQ~~~~Q!!_~~~Q~!~riQ~!~£ __ FEQ~~Al __ LANJ __ ~~NK~ 
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~IV!!LllNOill.!._Q!LOlt!£!L.HMILA~fiAN!U!!Q!ti• 

(2) Applications may be submitted by individuals~ 

partnerships, associations, or joint ventures. All persons 

involved 10 the application must meet the requin~·ments of 

subsection (1). Corporations, as defined in 3';-l-102t may 

not appl Y• 

Se<::tion 9. Evaluation of applicants. (1) The authority 

shall by rule establish: 

tat rules for soliciting and evaluating applicotions 

from qualified Montana citizens; and 

(b) d point syste• for evaluating the applicants. 

considering the following criteria: 

(i) the applicant•s net wortht Nhich may not exceed 

SlQO,QOO; 

(ii) the ~pplicant•s access to livestock and machinery; 

(iii) the applicant's inability to secure ~OEQUATE 

financin':l for purchase of agricultural land from other 

sou<ces AT_~~_!~~!_B~!f-!t!!!~!LL __ ~hlO~!--RE~S~~~bf 

!!!!.Q~PECT_fQE_~~~; 

( i v) the appl ic.ant• s training and experience in 

agriculture; 

(v) the ~pplacant•s prospects for succeeding in an 

aqricu1turd1 vperation on the l~nd proposed for purchdse; 

and 

(VI) dny other factors 1t flllcty prescribe. 

-7- ')P lb) 
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(2) The guthority s.hall select the !Jest qualified and 

most deserving applicant from among those applying for 

loans. 

(3) The authority may seek the advice ~f ~~e--~~~ 

d.frt!~~or-e-f ~~.!:Lh~!!Qf!!~-.!1 the farmers home admini str .1t ion.! 

ft!E __ ~EQQ~CTION __ CR~~!!_~~~OC[A!!Q~• THf_ffQER!h_Ll~~~AN~ 

~~!~gE_b~QERS.!.~NO_~.,!~illR OR!!ANI~AT IQNS in Montana and 

coordinate its loan prog~a• through ~~e--~e~me~~--he~ 

edei-ft-i-s~1"eti-on 2Y~t:LQ_B!!~~IZATIOPII~ including ossistdnC€' in 

screening applicants and se~vicing the loan. 

Section 10. Issue of ~fters+--ob+t~a~te" honds 

c~edit of the state ~or pledged. (1) Wheft-a~~ho~+re&--ey--~~ 

e~Tr~ti-ye--ve~e-e~-~we-~~~d~-of-~fte-•e~ber~-of-eeeh-ft~~~ 

e~-~he-+eq~s+~ti~e-er-e~-&-Msjer~y-e~-~he--e~ee~o~s--we~~~ 

~hereeft•--~e !HE authority may issue bonds of the st~te of 

Montana in a principal amount it determinF>s necessary to 

provide 

of the 

sufficient funds for achieving any of the purposes 

Montana agricultural loan authority program. 

including the payment of interest on bonds. establishment of 

reserves to secure the bonds. and all other e~penditures of 

the authority lOCident to the program. 

(2) t:ach issue of its bonds is an obliqdtion of the 

authority payable 1-ft--'the-.J+ ... ~~-1-"~~~"ee out of any revenues, 

assets 9 or monPy generated b-v the r.tontdna a~r.a cultural loan 

duthor at~ proq..- dill• The dutnor 1 ty sha It mandge. to the oest 

-8- )8 163 
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of its ~bilityt its +ea~e-~~~ee~~t~-and-~e+e~ ~OANS su that 

the bon<.ls are repa'i d by the revenue gen<!r- ated oy the 

program. fft-a~d~~+en.-the ~~ full faith and cre1it and 

taxinq powers of the state are NOT pledged for the payment 

of bonds issued by the authority under the provisions of 

[s~ctions l through zq]. 

13J The bonds must be authorized by resolution of the 

authority and bear a date and mature dt times as the 

authority determines. A bond may not mature ntOrf> th.-ln 011 

years from the dot~ of its issue. The bonds may be t3sued as 

ser-tal bonds payable in annual install~~ents or as term bonds 

or as. d combination thereof. The bonds of the ~uthority may 

be sold at public or private sale, at prices determin~d by 

the author• t Y• 

(4) The resolution shaJl specify: 

(a) the rate of interest of the bonds; 

(b) the 4eno~ination of the bondsi 

(c) whether the bonds shall be in coupon or reqistered 

form dOd registration privileges. if any: 

(d) the manner and place of ~xecution; 

(e) the manner and place and medium of pdyment; ·'tnd 

(f) the te.-ms of redemption. 

(5) The total dmount of bonds outstanding at any one 

time may not exceed i200 million. 

Section 11. Provisions of bond resolutions or trust 
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tndentures. A resolution or trust indenture authorizing any 

bonds or any issue thereof ma~ contain provisions. which 

shall be a part of the contract or contracts with the 

holder-s thereof, as to: 

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

property of the authority to secure the payment of the bonds 

or any issue thereof, subject to existing agree~nts with 

bondholders; 

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

author it. Y• including mortgages and obligations securing 

them, to secure the ~ay~nt of the bonds; 

t3t--p+e69tng-~he-~H~~--~e+~--eftd--e~ed+t--end--t~x+n~ 

p&we1'"~--of.-the-5tete-e.f'-Heft~l!f'h:S-t:e-1-eett,..e-the-paymeftt-oi"-~M 

ttoru~~'f" 

t~t111 specifying the use and disposition of the gross 

inco~ne from mortgage~ owned by the authority and payment of 

principal of mortgages owned by the authority; 

t~1~1 the setting aside of reserves or sinking funds 

in the hands of trustees, paying agents~ or other 

depositorie~ ~nd the regulation and dis~osition of the 

reserves.i 

tbtl21 limlttny the purpose to which the proceeds of 

the sale of the bonds. may be applied and the pledge of the 

proceeds to secure the payment of the bonds or of an~ issue 

thereof; 

-10- ,~ 163 
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t~t12l limitin~ the issuance of additional bonds. the 

terms upon which additional bonds may be issued and 5ecured• 

and the refundin~ of outstanding bonds; 

t8t1l! specifying the procedure. if dOyy by which the 

terms of any contract with bondholders may be amended or 

abrogated. the amount of bonds the holders of which must 

consent thereto, aod the manner in which such consent may be 

given; 

f9tf!i limiting the amount of money to be expended by 

the authority for its operating expenses; 

t~et121 vesting tn a trustee property, rights, powers, 

and duties in trust as the authority deterMines; 

t~+ti1Q1 defining the acts or failures to dCt which 

will constitute a default in the obligations and duties of 

the authority to the holders of the bonds and provtdiny for 

the rights and remedies consistent with the laws of the 

state and the provisions of [s~ctions 2 throu~h 29] of th~ 

holders of the bonds in the event of such default. including 

as a matter of right the appointment of a receiver; and 

t-l;!till1 specifying any other matters of lik~ or 

dif,_fe__.r:e,Rt character which in any way affect the security or 

protection of the holders of the bonds. 

Section 12. Validity of pledge. A pledge made Dy the 

authortty 1s valid dOd btndi~g from the ti~ th~ pledgP •~ 

made. The revenues or property pledged and thererlfter 

-ll-
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received by the authority are immediately subject to the 

1 ien of the pledge "'ithout any physical del iv'ery thereof or 

further act• and the lien of any pledge is valid and binding 

aqainst dll parties havinq claims of any kind in tort• 

c-ontract • or otherwise against the authority, i rrespect i·ve 

of whether such parties have notice thereof. NPither th~ 

..-esol ut: ion, trust indenture, nor- any other instrument ':>)' 

which a pledye is created need be recor-ded. 

Section 13. Personal J iabi 1ity. The authof"ity meMbers 

and emplo~ees of the depa,-tment a..-e no~ personalty liahle 

fo..- any debt incurred by the authority. 

Section l4• Purchase of bonds cancellation. The 

author-Jty. subject to existing agreements with bondholders. 

may out of any funds available for that purpose purchas~:• 

bonds of the dUthortty, which shall thereupon be cancelled• 

at a price not exceeuing: 

( 1) the current redemption price plus accrued interest 

to the next interest payment thereon if the bonds are then 

n~deemabJ ei or 

(2J the redemption pric.e applicable on the first date 

after purchase upon which the bonds become subject to 

redemption. p1us <lccrued interest to that date 1f the bonds 

are not then r~dee~able. 

~ectaon l'J. Trust andent.ure. In the di~cretion of t.he 

author 1 t y• the "')nCJs may b@o !.ec.ured by a trust indenturf' 

-1Z- SB 163 
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between the authority and a corporate trustee, which may be 

a trust company or bank having the power of a trust compdny 

wilhln oc wtthout the state. 

S~ction 16• Neyotiability of bonds• Bonds issued by 

the authority are negotiable instruments under the Uniform 

Commercial Code, subject only to the provisions for 

registration of bonds. 

Section 17• Continuing validity of authority members• 

signatures. If any authority member whose signature appears 

on bonds or coupons ceases to be a me~ber before the 

delivery of the bonds, his signature continues to be valid 

and sufficient for all purposes. 

Section 18. Accounts of the authority. There is an 

agricultur-al Joan authority account in the bonds proceeds 

and insurance clearance fund p~ovided for in 11-2-102. All 

fund~ from the proceeds of bonds issued under [sections 2 

throuoh zq]• f~e~ and other money received by the authori~y~ 

money .~ppropriated by the legislature for the use of the 

authority u1 cdrryin(J out [sections 2 through 29]., and money 

made available from any other source for the use of thP 

author1ty must be: deposited in the agricultur-..~1 Joan 

authority cccount except as otherwise provided by law. All 

funds deposited an the agricultural loan authority account 

ilri~ continuously 'lppropr i ated to and may be expended by the 

authority for the purposes authorized in [sections z throuyh 
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Section 19. Reserve funds and appropriations. (1) The 

authority shall pdy into one or- more capital reserve 

account '5o: 

(a) any money appropriated and made available by the 

state for the purpose of the fund; 

(b) any proc~eds of sale of bonds to the extent 

provided in the r-esolutions of the authority authorizing 

their issuance or in any trust indenture securing their 

repayment; and 

(c) dny other money which may be available to the 

authority for the purpose of such a fund from any other 

source. 

(2) All amounts held in a capital reserve account must 

be used sol~Jy for the payment of principal, interest• and a 

redemptioO premium with respect to bonds secured in whole or 

in part by the account. funds in an account may not be 

withdrawn at any time in an amount which reduces thP amount 

of the account to less than the minimum capital reserve 

require~ent established for the account except for- the 

purpose of making., with respect to bonds ~ecured in whole or 

in part by the account., payment, when due• of principal. 

inter-est, or r~demption premiu~~ for the payment of which 

oth~r money pledyed is not ava1lable. 

Section zo. R~funding .obligations -- sole. Refunding 

-14- ~3 163 
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obligations issued as provided in qo-6-lZl ~ay be soJd or 

e•changed for outstanding obligation~ issued under [sections 

2 throu~h 29]. The proceeds may be applied to the purchase. 

redemption, or payment of outstanding obligations• Pending 

the app la cation of the proceeds to the p~y~ent of 

outstanding obl iqations. the proceeds may be invested as 

provided In T i t.l e 11t chapter 6t if penAi t.ted in the 

resolution authorizing the issuance of the refunding 

obliqations or in the trust agreement securing them. 

Section 21. Refunding obligations issuance. The 

authority •ay provide for the issuance of refunding 

obligations for refunding any obligations then outstanding 

which have been issued under [sections 2 through 29), 

includiny the payment of any rede•ption premium and any 

interest accrued or to accrue to the date of rede~ption of 

the obJiuations. The issuance of obligations, the maturities 

and other details, the riqhts of the holders, and the 

rights, duties, and obligations of the authority 

governed by the appropriate provisions of [sections 

through l9} which relate to the issuance of obligations. 

ar<' 

2 

Section _iZ.:eN~Tax exeeption of bonds. 8onds issued by 

the authority under [sectjons l through £9] and their 

transfer and income, including any profits made on their 

~ale, are exempt from taxation by the state or any poljtical 

2S subdivlston or other instrument~laty of the state~ except 

-15- ~ ~1 11>3 
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for inheritance, estate, and gift taxes. The authority is 

not requini!·d to pay recording or transfer fe:-,s or tdXIF?.S on 

instrument~ recorded by tt. 

Section 23. Income tax deduction for land ~alP to 

beginnin~ farmers. A landowner who sells land consi5ting of 

twenty ~Q dCres or mor~ to a beginning farmer whe--~~efi~+~ 

~ftd~r--f~eet~OR--&1 Af_~--Q~lES~-!~I£!ES!_~~-A lO~~=fcRM 

~ONTRACT is entitled to a reduction in his tQ~dble income 10 

an amount equal to 100% of any income or capital gdin• or 

botht: real i.zed and otherwise subject to state income t.axes 

from the s~le, up to a maximum of sso,ooo_, __ fROY!QIQ__!~ 

I~~~~~~!!Q~_IS __ EIRST __ ~f~OVED~! __ !~~-!Y!H-J~ITY_FO~_TH!l 

!!\!!!Ell~ • 

Section 24. Pledge against impairment of contracts. In 

accordance with the constitutions of the United States anrl 

the state of Montana, the state p 1 ed~es that it wi 11 in no 

way tmpair the obligations ot any agreement between the 

~uthor it y and thg ho 1 der s of notes and bonds issued iJ y the-

authoritv• 

Section 25. Annua 1 aud i t• ( 1) The authority•s hooks 

and records must be audited hy-en-~ndepeftd@ft~-e~~+~~ed 

~ub+Te-deeeu~~ent-~t-+ees~-enee-eaeh-~T~ee+-y~~~ 

t~1--~he-+e~+~~~~Tye-ead?~er-m~y-eendaet--ftn--d~ft+t--~~ 

the--re~ue~t--ef--~he--~e~T~+at~we-edft+t-ee.mTtte~ ~!_!~ST 

~~~· _f~~~_!~~!!-~!_I~s~fGISk!!!Y£_~~Ql!QR OR_~ __ !_ CON!J!AC! 
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Section 26. Repo~t. The department shall t~ansmit to 

the •:1ove>rnor and to each 1nember of the Jeqislature 30 days 

5 before the meeting of the legislature a report: 

6 Cl) detailing the operations of the agricultur-al lodn 

1 author1ty program since the adjournment of the last 

8 legislature; and 

9 

10 

11 

12 

(l) containing a financial statement showing the 

program's ossets and Tiabil itie~. 

Sectio~ 27. Powers to be 

powers enumerated in [sections 

tnterpreted 

Z through 

broadl Y• The 

29) >"'dll bP 

13 interpreted broad I y to effectuate the purposes ot th€> 

14 authority and may not be construed as a lim1tat.aon of 

IS prywers. 

16 Sf::ction 28. Legislative rev1ew required. The 

17 aqr-Jcultural loan authority program shall be reviewed oy the 

18 legislatur~ at the third legislative session followinQ t.hP 

19 first snle of bonds under the p,-ovision of (section lo] to 

20 determine "'hethe,- th~ proqram should continue. However" any 

ll existing commitment~ 1ncurred by the author1ty ar~ not 

22 affected by thJs review. 

23 Section 29. Severability. Jf a portion of this act .. 
24 tnvdlid9 all valid parts that dre SBverable fr~~ the invdlld 

25 part rema111 in effect. If a part of this act is in-valid 1n 

-17- '>~ 163 
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one or more of 1ts applications .. thE" part ,.emains in effect 

tn all Vdl id dpplicdtions that are severable t ... om the 

invalid applicdtlons. 

-End-
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April 9, 1981 

HOUSE COMMITTEE ON TAXATION AMENDMENTS TO SENATE BILL 163: 

1. Statement of Intent, page 1, line 7. 
Following: "and section" 
Strike: "9" 
Insert: "10" 

2. Statement of Intent, page 1, line 13. 
Following: "section" 
Strike : " 9" 
Insert: "10" 

3. Title, line 10. 
Following: "FARMERS;" 
Strike: "AND" 

4. Title, line 11. 
Following: "ACT" 
Insert: ";AND PROVIDING AN APPLICABILITY DATE" 



HOUSE OF REPRESENTATIVES -2- April 9, 81 
························································ ··········· 19 ........... . 

COMMITTEE ON TAXATION AMENDMENTS TO SENATE BILL 163: 

5. Page 2, line 14. 
Following: "through" 
Strike: "29" 
Insert: "33" 

6. Page 2, line 17. 
Following: "through" 
Strike: "29" 
Insert: "33" 

7. Page 2, line 24. 
Following: "through" 
Strike: "29" 
Insert: "33" 

8. Page 4, line 16. 
Following: "section" 
Strike: "10" 
Insert: "11" 

9. Page 4, line 18. 
Following: "through" 
Strike: "29" 
Insert: ''6 and 8 through 33" 

10. Page 5. 
Following: line 7 
Insert: ''Section 5. 

may: 
Financing programs of the authority. The authority 

(1) make loans to lending institutions under terms and conditions 
adopted by the authority requiring the proceeds to be used by the lending! 
institution for the making of loans for agricultural land and improve
ments in the state for persons residing 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 state, under 
terms and conditions adopted by the authority; 

(3) make, undertake commitments to make, and participate in the 
making of loans to persons residing in the state for agricultural 
land and improvements when the authority determines that loans are 
not otherwise available, wholly or in part, from private lenders upon 
reasonable equivalent terms and conditions." 

Renumber: subsequent sections 

11. Page 5, line 23. 
Following: "economic" 
Strike: ''diversity" 
Insert: ''adversity" 

: 
! 

i 
I 
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HOUSE OF REPRESENTATIVES -3- .................... AP:r.~J .... ~·'·············· ........ 19 ... ~.L .. 

C0!1MITTEE ON TAXATION AMENDMENTS TO SENATE BILL 163: 

12. Page 6, line 12. 
Following: "and" 
Strike: "6" 
Insert: "7" 

13. Page 7. 
Following: line 13 
Strike: "$100, 000" 
Insert: "$200,000" 

14. Page 9, line 6. 
Following: "through" 
Strike: "29" 
Insert: "3 3" 

15. Page 11, line 17. 
Following: "through" 
Strike: "29" 
Insert: "33" 

16. Page 13, line 17. 
Following: "through" 
Strike: "29" 
Insert: "33" 

17. Page 13, line 19. 
Following: "through" 
Strike: "29" 
Insert: "33" 

18. Page 14, line 1. 
Following: page 13, line 25 
Strike: "29" 
Insert: "33" 

19. Page 15, line 3. 
Following: "through" 
Strike: "29" 
Insert: "33" 

20. Page 15, line 13. 
Following: "through" 
Strike: "29" 
Insert: "33" 

21. Page 15, line 20. 
Following: "through" 
Strike: "29" 
Insert: "33" 

22. Page 15, line 22. 
Fall nwina: "through" 

S"fATE Plla. CO. 
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HOUSE OF REPRESENTATIVES -4- ................ AP.r.i.L9.~ .............................. 19 .. ~.1 ... . 

COMMITTEE ON TAXATION AMENDMENTS TO SENATE BILL 163: 

Strike: "29" 
Insert: "33" 

23. Page 17, line 3. 
Following: line 2 
Insert: ''Section 27. Beginning farmer guaranty fund. (1} The authority 

shall create a beginning farmer guaranty fund. The fund shall be 
held by a trustee or other fiduciary designated by the authority. 
There shall be deposited into the fund the proceeds of the sale of 
bonds authorized by [section 30] and such other revenues and assets 
as the authority shall consider necessary to comply with any contract 
or agreement entered into by the authority under the provisions of 
[sections 2 through 33]. 

(2) The money in the fund shall be used to satisfy any claim 
resulting from a defaulted loan. The money in the fund may also be 
used for any other purpose determined by the authority in accordance 
with guaranty contracts with financial institutions entered into 
pursuant to the provisions of [sections 2 through 33] , including 
without limitation, the protection of the interest of the authority 
in the acquisition of a farm or ranch during periods of loan delin
quency or upon loan defaults. 

Section 28. Loan guaranty program. (1) The authority may guarantee 
and make commitments to guarantee payment required by a loan for any 
acquisition of a farm or ranch upon such terms and conditions as the 
authority may prescribe in accordance with the provisions of [sections 
2 through 33]. In administering the guaranty program, the authority 
may require the payment of a fee or premium, establish application 
fees, and prescribe application, notification, contract and guaranty 
forms, rules, regulations and guidelines. 

(2) A loan guaranteed by the authority under the provisions of 
[sections 2 through 33] shall: 

(a) be made for the acquisition of a farm or ranch; 
(b) be financed initially from the proceeds of notes or bonds 

issued pursuant to [section 30); 
(c) be made to a borrower approved by the authority or lending 

institution as responsible; 
{d) contain complete amortization provisions satisfactory to the 

authority; and 
{e) be in such principal amount, be in such form, and contain 

such terms and provisions with respect to property insurance, repairs, 
alterations, payment of taxes and assessments, delinquency charges, 
and default remedies. 

(3) The authority is authorized from time to time to enter into 
guaranties, insurance contracts, or any other agreement or contracts 
with respect to the guaranty fund and any guaranteed loan. Any such 
agreement or contract may contain terms and provisions necessary or 
desirable in connection with the guaranty program subject to the 
requirements established, including without limitation terms and 
provisions relating to loan documentation, review and approval 
procedures, origination and servicing rights and responsibilities, 

.. . .. --------------·-··········1- .1\. ....... ---k·-.:-..-~---··········· 
~~M;.Qn 
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COMMITTEE ON TAXATION AMENDMENTS TO SENATE BILL 163: 

default obligations, procedures and obligations, and obligations 
with respect to guaranty contracts made under the provisions of 
[sections 2 through 33]. 

(4) Any contract of guaranty made by the authority under the 
authorization of the provisions of [sections 2 through 33) shall 
provide that claims payable thereunder shall be paid from any amounts 
available in the economic development guaranty fund and from any 
amounts available under the terms of any applicable contract or 
agreement with the financial institution which originated the guarantee 
loan. The obligation of the authority to make payments under any such 
contract shall be limited solely to such sources, and shall not 
constitute a debt or liability of the authority or the state. Any 
guaranty contract and any rule, regulation, or guideline of the authori 
implementing the guaranty program may contain such other terms, 
provisions or conditions as the auth~rity considers necessary or 
appropriate, including without limitation those relating to the 
payment of guaranty premiums, the giving of notice, claim procedure, 
the sources of payment for claims, the priority of competing claims 
for payment, the release or termination of loan security and borrower 
liability, the timing of payment, the maintenance and disposition 
of projects and the use of amounts received during periods of loan 
delinquency or upon default, and any other provision concerning the 
rights of insured parties or conditions to the payment of guaranty 
claims. Any premiums for the guaranty of loan payments under the 
provisions of [sections 2 through 33] may be determined on such basis, 
be payable by such person, and be payable in such amounts and at such 
times as the authority shall determine, and the amount of the premium 
need not be uniform among the various loans guaranteed. 

(5) The minimum reserve requirement for the beginning farmer 
guaranty fund shall be 10% of the aggregate amount of loans insured. 
No loan may be insured by the authority if such loan together with 
the aggregate of all other loans then insured exceeds 10 times the 
amount of funds available in the beginning farmer guaranty fund. 

Section 29. Authority to request additional funds. (1) In 
order to assure the maintenance of the beginning farmer guaranty fund, 
the chairman of the authority shall on or before September 1 in the 
year preceding the convening of a regular legislative session deliver 
to the governor a certificate stating the sum, if any, required to 
restore the beginning farmer guaranty fund to the minimum reserve 
requirement. The governor shall include in the executive budget 
submitted to the legislature the sum required to restore the beginning 
farmer guaranty fund to the minimum capital reserve requirement. The 
legislature may appropriate all or any portion of the sum so required 
from the income from the coal tax constitutional trust fund. 

(2) All amounts remitted to the authority under this section 
constitute advances to the authority and shall be repaid to the 
state treasury without interest from available operating revenues 
of the authority in excess of amounts required for the guaranty of 
loans. \ '· 
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COMMITTEE ON TAXATION AMENDMENTS TO SENATE BILL 163: 

Section 30. General obligation bonds authorized to fund beginning 
farmer guaranty fund. (1) The board of examiners, upon the recom
mendation of the authority created by (section 4], may issue and 
sell general obligation bonds in an amount not to exceed $5 million. 
The bonds shall be issued, sold, and retired in the same manner as 
prescribed in 17-5-403, for the long-range building program bonds. 

{2) The proceeds of the sale of the bonds authorized by subsection 
(1) shall be deposited in the beginning farmer guaranty fund as 
provided in (section 27]." 

Renumber: subsequent sections 

24. Page 17, line 12. 
Following: "through" 
Strike: "29" 
Insert: "33" 

25. Page 17, line 19. 
Following: "section" 
Strike: "10" 
Insert: "11" 

26. Page 18. 
Following: line 3 
Insert: "Section 35. Applicability date. The prov1s1ons of section 24 

apply to taxable years beginning after December 31, 1980." 

AND AS AMENDED 1 
BE CONCURRED IN I 

i 

} 

i 

~· 


