Senate Bill 163
In The Senate

January 16, 1981 Introduced and referred
to Committee on Taxation.

Fiscal note requested.
January 24, 1981 Fiscal note returned.

February 16, 1981 Committee recommend bill
do pass as amended.

February 18, 19281 Bill printed and placed
on members' desks.
February 19, 1981 Second reading do pass.
February 20, 1981 Correctly engrossed.
February 21, 1981 Third reading passed.

In The House

February 23, 1981 Introduced and referred
to Committee on Taxation.
April 9, 1981 Committee recommend bill
concurred as amended.
April 13, 1981 Motion pass consideration.
April 15, 1981 Second reading pass
consideration.
April 15, 1981 Second reading not concurred.

In The Senate

April 17, 1981 Returned from House not
concurred.
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A BILL FOR AN ACT ENTITLED: A AC T HELP BEGINNIMG

FARMERS GET STARTED IN ACRICULTURE; TO CREATE THE MONTANA

ASRICULTURAL LOAN AUTHORITY FOR THE PURPQOSES OF HELPING

SEGINMING FARMERS ACQUIRE LAND; PROVIDING AN INCOME TAX

DEDUCTION FOR CERTAIN LAND JALES TO B3E£EGINNING FARMERS; AND

PROVIDING FOR LEGISLATIVE REVIEW OF THE ALT."

WHEREASy obtaining sufficient financing to begin a farm
or ranch coperation in Montana is increasingly difficult; and

AHEREASy beginning farmers experience areat difficulty
in repaying loans under high interest rates and low warket
prices for agricultural products; and

WHEREASy the agricultural loa2n programs administered by
the Hontana department of agriculture are inadequate to the
real needs of the state; and

WHEREASy the federal farm home administration's farm
ownership loan pregram is also inadeguate to the real needs
of the state; and

WHEREASy low interest rate fipancing for bedginning
farmers is not available in the private sector; and

WHEREASy the value of family farms to the economics

socials and political well-being of the state is worthy of
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lagislative action and supporta

THEREFOREy it is the purpose of this bill to assist
beginning farmers with financial support &and encouragement
by making low interest rate 1loans available to eligible
farmarse by establishing a Tow interest rate second 1loan
program to insure that beginning farmers can establish their
agricultural operations on solid foundationsy, and DY
providing incentives to retiring farmers who sell their Yand

to eligible beginning farmersa

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

Section le Short titles ({Sections Z thrcugh 29] may
be cited as the "Montana Agricultural Loan Authority Act™.

Section 2« Definitionse (1) As used in [sections 2
through 29}s the following definitions apply:

{a} ™Agricultural land® means land actively devoted to
agricultural use as defined in 15-71-202.

(b} ™Authority" means the agricultural Toan authority
provided for in [section 3]

{c) "Bonds"™ means bonds or bond anticipation notss

issuad by the authority under the provisions of {sections 2

through 297

(2) References to the authority's propertye revenuesy
or assets apply only to propertys rovenuesy and assets

generated by the Montana agricultural loan authority

-2-  INTRODUCED BILL
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programs not those owned or generated by any other program
or property over which +the authcrity exercises general
authoritys directions and controle

Section 3« Agricultural 1loan authority —— allocation
-= composition -- guasi-jJudiciale (1) There is an
agricultural Toan authoritye

{(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 commercial lending institution;

{b) one fruit or vegetable farmer;

(c) two livestock farmers;

(d) tuo'grain farmerss

{e) one officer from a farm credit association; and

{f) one member of the legislature.

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

(4) TYhe authority is allccated to the department of

agriculture for administrative purposes only as provided in

' 2-15-121a.

{(5) In compliance with the state pay plany 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

carrying out the authority®s programse. The department shall
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asses5s the zuthority for reasonable costse

{6} A member of the guthority may not be considered to
nave a conflict of interest under the provisions of 2-2-201
merely because the membar is a stockholdere officery or
employee of a lending institution who may participate in the
authority's programsas

Section 4« Aqgricultural 1loan authority -- general
powerse (1) The authority may:

(a) retain professional consultants and advisors;

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

{c) adopt rules governing its procedures;

{d) issue bonds in accordance with [section 10)
necessary to provide funds for implementing [sections 2
through 2933

(2) =accept applications from those wishing to secure
agricultural leans and second loans;

{f} invest any funds generated by sale of bonds in the
permissible investments outlined in 17-6-211 until such time
as the funds are needed for any of the authority®s cther
functions; and

{g} make 1loans from the agricultural locan authority
account to eligible Montana farmers for the purchase of
agricultural Tande

Section 5« Loan agreements -- deneral provisions.

(1) A l1oan agqreement shall include a payment schedule that

e T
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may hot exceed &0 yearse

(2} The authority shall specify in thz a2dursement the
rzasonable rate of interest it considers necessarye

{3) Loans made by the authorlty must be secured hy any
liens or collateral the authcrity considers necessarye

Section 6« Second loan programe (1) The authority mays
upon apglication by a borrow.r under its loan program enter
intc a second 1loan agrecment with a borrower to provide
sufficient funds tc the berrower to pay a part of the
interast or arincipal or both of the original 1loan
authorized under [section 4]e The second loan shall bhe
avsilabley at the authority®s discretion:

{(2) to assist the borrewer during a year resulting in
a crop failure or other similar economic diversity; and

{b) to halp pay not +tc exczed 172 of the annuail
interest due on the original loans Howeveres not wores than 1o
such  annual loans for interest way be macde to a borrower
during the duration of thz originatl locane

(2} Interest on the amount of the second loan shall be
at tas authority's bond rate plus administrative axpenses.

{3) The secend loan becomes payaole:

{a) in installments to commence nct later than 20
yaars after the initial purchase »f land; cor

(=) immediately and in full upon the sale of land on

which it was loanada
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Section 7. Immediate repaymente If an applicant who
has secured a loan from the authority under +the program
created in [seciions 4 and 6] sells tha land for which the
loan was made to any persons firme or corperation other than
his spousey childreny or corporation wholly owned by thems
the loan shall be repaid in full.

Section Be Gualifications of applicantss (1) To be
eligible for a leoany an applicant wmust:

(a) resige in the state at the time of application;

(b)Y declare his intention t¢ maintain Ris residence
Montana during the length of the loan; and

{c) have been aspproved by 32 1local committee of the
farmers home administration for a loan from the farmers home
administration in connection with the same land purchases

{2) Applications may be submitted by individualsy
partnershipsy associationsy or joint venturess AlY persons
involved in the application must meet the requirements of
subsection {1)« Corporationss as dafinad in 35-1-102y may
not applye

Saction S. Evaluation of applicaniss {i) The authority
shall by rule astablish:

(a} rules for scliciting and evaluating applications
from qualifiad Montand citizens; and

{bl} a point system for evaluating the applicants,

considering the following criteriat

- 5B /63
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(i} the applicant®s net worthy which may not =xcaed
$10040003%

(ii) the applicant®s access to livestock and machinery;

{1ii) the applicant®s inability to secure financing for
purchase of agricul tural land from other sources;

{iv) the applicant®s troining and exparience 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 prescriheas

(2) The authority shall select the best qualified and
most deserving applicant from among those applying for
loans.

(3) The oauthority may seek the advice of the state
director of the farmers home administration in MNontana and
coordinate its Tloan program through the farmers home
administration including assistance in screening applicants
and servicing the Yoans

Section t0e Issue of general obligation bonds ~=
credit of the state pledgedes (1) When authorized by on
affirmative wvote of two-thirds of the mambers of each house
of the legislature or of a majority of the =electors voting
thereony the authority wmay issue bonds of the state of

Montana in a principal amount it determines necessary +to
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provide sufficient funds for achieving any of the purposes
of the Momtans sgricultural lozan authority SrGLTAmy
includiny the payment of interest on bondss establishment of
reserves to secur2 the bondss and 311 oth=r expenditures of
the authority incident tc the pragrame

{2) CSach issue of its bonds is an obligaticn of tha
authority payable in the First instunce out of any revenues,y
assetss oOr money generated by the Montana agricultural loan
authority programe The authority shall manages to the bast
of its abilitys its lease agrezments and sales so that the
bonds are repaid by the revenue generated »y the proaram. In
additions the fuli faith and credit and taxing powers of the
state are pledged for the payment of bonds issued oy the
authority under the provisions cf [sections 2 through 2%]e

{3) The bonds must be authorized by resclution of the
authority and bear a date and wseture at tLimes as the
authority determinese. A bond may not aature morz than 60
years from the date of #ts issucse The bonds may be issuec as
serial bonds payabnle in annual installments or as term bonds
or as a combination thereof. Th2 bonds of the authority may
be sold at public or private saley at pricaes determined by
the authoritye.

(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 privilegasy if any;

{(d) the manner and place of execution;

{2} the manner and place and medium of payment; and

{f) +the terms of redemptions

{5) The total amount of bonds outstanding at any one
time may not exceed' $200 mil:ion.

Section ile Provision: of bond resclutions or trust
indentures. A resclution or trust indenture authorizing any
bonds ¢r any issue thereof may contz2in provisionses which
shall ba a part of the contract or contracts «with the
holders thereofs as to:

{1) pledging 211 or any part of the revenues or the
property of the authority tc secure.the payment of the bonds
or any issue thereofs subject to existing agreements with
bondholdersi

(2) p]edging all or any part of the assets of the
authoritys including mortgages and obligations securing
thems to secure the payment of the bonds;

(3) oledging the Ffull faith and credit and taxing
powers of the state of HMontana to secure the paywent of the
ponds;

(4) specifying the wse and disposition of the gross
incoae from mortgages owned by the authority and payment of

principal of mortgagss ownad by the authorityj;
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{5) the setting aside of reserves or sinking funds in
the hands of trusteesy paying agentss or other depositories
and the regulation and disposition of the reserves;

{6} 1limiting 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) limiting the issuance of additional bondse the
terms upon which additional bonds may be issued and secureds
and the refunding of outstanding bonds;

{8) specifying the procedures if anys by which the
terms of any contract with bondholders may be amended or
abrcgateds the amount of bonds the holders of which nust
consent theretos 3nd the manner in which such consent may be
givens;

{?) 1limiting the amount of money to be expended by the
authority for its cperating expenses;

(19) vesting in a trustee propertys rigntse powerss 3nd
duties in trust as the authority detarmines;

{11) defining the acts or failures to act which will
constitute a default Iin the ubligaticns and duties of the
autnority to the heolders of the bonds and providing for the
rights and remedies consistent with the laws of the state
and the vrovisions of [sections 2 threcugh 29] of the holders

of the bonds in the event of such defaulty includins as Aa

5B 163
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matter of right the appointment of a rzsceiver; andg

({12) specifying any other matters of like or different
character which in any way affect the sccurity or protection
of the holders of the bondse

Section 12« Validity of pledges A pledge made by the
authority is valid and binding from the time the pledge is
madee The revenues or property pledged and thereafter
received by the authority are immediately subject to the
lien of the pledge without any physical delivery thereof aor
further acty and the lien of any pledge is valid and binding
against all parties having cYaims of any kind in torty
contracts or otherwise against the authoritys irrespective
of whether such parties have notice thereof. Neither the
resclutiony trust indentures nor any other instrument by
which a pledge is created need be recorded.

Section 13s Personal liabilitys Th2 authority members
and employees of the department are not  perscnally liable
for any debt incurred by the authority.

Section l4e Purchase of bonds =-- cancellations The
authoritys subject to existing agreements with bondholdersy
may out of any funds available for that purpese purchase
honds of the authoritys which shall thereupon be cancelleds
at a price not exceedings

{1} the current redemption price plus accrued interest

to the next interest payment thereon if the bonds are then
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redeamable; or

(2) the redempticn prica applicable on the first date
after purchase wupon which the bonds become subject to
redemptiony 0lus accrued interest to that date if the bonds
are not then redcemabl e

Section 15« Trust indentures In the discration of the
authoritys the bonds may be sacured by & trust indenture
between the authority and a corporate trusteer which may be
a trust company or bank having the power of 2 trust company
within or without the states

Section 16 Negotiability of bondse. Bonds issued by
the authority are negotiable instruments under the Uniform
Commarcial Codes subject only to the provisions for
registration of bondsa.

Section 17« Continuing validity of authority members®
signaturess If any authority member whose signature appears
on bonds or coupans ceases t0 be a member before the
delivery of the bendse his signature continues to he valid
and sufficient for all purposess

Section 18a Accounts of the authoritye Thers is an
agricultural Tocan authority asccount in the bongds proceeds
and insurance clearance fund provided for in 17-2-102. Al
funds from the proceeds of Honds issued under [sections 2
through 29]s fees and other money received by the authorityy

money appropriated by the legislature for the use of the

-] 2~
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authority in carrying out [sections 2 through 29]s and money
made available from any other source for the use of the
authority must be deposited in the agriculturzl loan
authority account except as otherwise provided by lawe All
funds deposited in the agricultural lozn authoyity oaccount
are continuously appropriated to and may be expended by the
authority for the purposes authorized in [sections 2 through
297

Section 19« Reserve funds and appropriationse (1) The
authority shall pay into one or more capital reserve
accountss

(a) any money appropriated and made available by the
state for the purpose of the fund;

{b) any proceeds of sale of bonds to the extent
provided in the resoiutions of the authority autherizing
their dissuance or in  any trust indenture securing their
repayments; and

{c)] any other money which may bas available to the
authority for the purpose of such a fund from any other
sources

{2} A1} amounts held in a capital reserve account must
ba used solaly for the payment of nrincinaly interests and a
redemption premium with respect to bonds secured in whole or
in part oy the accounte Fupnds in an account may not be

withdrawn at any time in an amcunt which reduces tha amount
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of the account to less than the minimum capital reserve
requirement estab¥ished for +the account except for tha
purpose of makings with respect to bonds secured in whole or
in part by the accounts paymentsy when dusy of principals
interesty or redemption premiums for the payment of which
other money pledged is not available,

Section 20« Refunding obligations —— sales. Refunding
abligations issued as provided in 90-6-121 may be seld or
exchanged for outstanding obligations issued under {sections
2 through 29]e The proceeds may be applied to the purchase,
redemptions or payment of outstanding obligationss Pending
the application of the proceeds +to the payasent of
outstanding obligationse the proceeds pay be invested as
provided in Title 17y chapter &y if permitted in the
resolution authorizing the issuance of the refunding
obligations 9r in the trust agreement securing thera

Section 21« Refunding obligetions -- issuances The
authority may provide for +the issuance of refunding
obligations for refunging any obligations then outstonding
which have been {issued under [sections 2 through 2971y
including the payment of any redemption premium and any
interest accrued or to sccrue to the date of recdemption of
the obliygationse The issuance of obligaticnsy the maturities
and other detezilss the rights of the holderss and the

rightss dutiasy and obligations of the authority are

v sB /63
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governed by the approprisate provisions of [sections 2
through 29] which relste to the issuance of obligations.

Section 22. Tax exemption of bondse Bonds issused by
the guthority under [sections 2 through 29} and their
transfer and incomey including any profits made on their
saley are exempt from taxation by the stat? or any political
subdivision or other instrumentality of the states oxcept
for inheritances estates and gift taxese The 2uthority is
not required to pay recording or transfer fees or taxes on
instruments recorded by ita

‘ Section 23« Income tax deduction for Tand sele to

beginning farmerss A landowner .who sells land cansisting of
twenty acres or wmore to a begianing farmer who quatifies
under [{section 8] is entitled to a reduction in his taxable
income in an amount equal to 100Z of any income ar capital
gains or bothy realized and otherwise subject to state
income taxes from the saley up to a maximum of $50,000.

Section 24« Pledge against impairment of contractse In
accordance with the constitutions of the United States and
the state of Montanas the state pledges that it will in no
way iupalr the obligations of any agreement between the
authority and the holders of notss and bonds issued by the
authoritye

Section 2%« Annual audite (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 years

{2) The 1legislative auditor ma3y coaduct an audit at
thz request of the legisltative audit committec.

Section 25« Reports The department shall  trensmit to
the governor and to each member of the legistaturz 3D days
bafore the meeting of the legislature 2 report:

{1} detailing the operations of the agricultural Jloan
authority prograin since the adjournment of the JYast
legislature; and

"{2) containing a financial statement showing the
program's assets and liabilitiess

Section 2T Powers to be intarpreted broadly. The
powers epumerated in [sections 2 through 29] shall be
interpreted broadly to effectuate the purpnses of the
authority and may not be counstrued as a Jlimitation of
DOWerse

Section ZBe Legislative review raquireds The
agricultural loan guthority program shall 22 reviewed ty the
tegislature at the third legislative session following the
first sale of bonds under the provision of [section 1C] to
determine whether the program should continu2. Howavars any
existing commitaents incurred by the authority &re not
affected by this reviewas

section 2%9. Severabilitye If 3 portion of this act is

invaliay all valid parts that are severable from the invalid

-16-
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part remain in effects If 2 part of this act is invalid in

one or more of its applicationss the part remains in effect

in all wvalid applications that are severable from the

invalid applicationse

—-End-
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STATE OF MONTANA
REQUEST No. 134781

FISCAL NOTE

Form BD-i{5
In compliance with a writien request received . _January 19 .19 B, | there is hereby submitted a Fiscal Note
for .  SENATE BILL 163 .. 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, tc members

of the Legislature upon request.

DESCRIPTION

An act to help beginning farmers get started in agriculture; to create the Montana

Agricultural Loan Autheority 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)

1. 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 assumptlon #1, without the
proposed income tax deduction, is $5,000.

3. The effective tax rate for Montana Taxable Income is 5.65%.

FISCAL IMPACT

FY 82 FY 83
Individual Income Tax Receipts
Under current law §161.556 M $167.993 M
Under proposed law 161.523 M 167.960 M
Estimated Decrease ($ 0.033 M) ($ 0.033 M)
FUND INFORMATION
General Fund
Under current law $103.396 M $107.516 M
Under proposed law 103.375 M 107.494 M
Estimated Decrease (S 0.021 M) {($ 0.022 M)
Earmarked Revenue Fund
Under current law $ 40.389 M , $ 41.998 M
Under proposed law 40.381 M 41.990 M
Estirated Decrease ($ 0.008 M) (s 0.008 M)
Sinking Fund * _
Under current law S 17.771 M 5 18,479 M
Under proposed law 17.768 M 18.476 M
Estimated Decrease (s 0.003 M) (s 0.003 M)

*3 portion of the income may be transferred to the BUDGET DIRECTOR

general fund as long-range bond excess. Office of Budget and Program Planning

Date:




'STATE OF MONTANA -
N _ REQUEST NO. .__134-81
FISCAL NOTE

Form BD-15

fn compliance with a written request received __Januaxy 22.. ', 19 81 _ there is hereby submftted a Fascal Note
.. Bengte Bill 163 pursuant ta ' Title 5, Chapter 4, Part 2 of the Montana Cods Annotated [MCA).

Background information used in developing this Fiscal Note is availahie from the Offrce of Budget and Prog:am Planmng, to mernbers
of the Legisiature upon request,

Page 2
ASSUMPTIONS (As prepared by the'Departﬁent of Agriculture)

1. All expenditures are from earmarked fund sources from interest on ‘bonds.

2. The mechaniecs of bond issue; sale, operations, leans 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 800 miles. each meeting for each
member. :

4. Agriculture loan authority members hold meetings in Helena.

5. One FIE salary, benefits, operational costs, and equipment be required tc assist

"in administration of act as directed by authority.

6. The propram would require a lean from general fund FY 1982 until interest is

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

FISCAL IMPACT | - FY 1982 = FY 1983
Expenditures under proposed act : _
Personal.Services _ $17,385 $17,385
Operations . : 17,315 . 27,615
Equipment _ : _ 2, 800 b
Total ! ' . $37,500 $45,000
COMMENTS

No general fund will be consumed by the operation of this program‘excépt aé

prepaid operational expenses which will be reimbursed from the first issue bond
interest. :

BUDGET DIHECTOR
" Office of Budget and Program Ptanmng

'Date_: A= 2—'("‘ - gj
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STATEMENT OF INTENT
SENATE BILL 163

Senate Taxation Committee

Section l. This stgtement of intent is reguired oy the
rulemaking authority granted to the Montana Agricultural
Loan Authority in section &(c) and section 9(a)a

Section 2. It is the intent of the Legisltature that
the Montana Agricultural Loan Authority adopt rules for the
orderly handling and processing of applications under the
authority cranted 1n this act to grant farm acquisitior
loans a3nd to grant loans under the sacond loan programe 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 fFarm
acguisition . loan from the outhoritye The same criteria
should be established by rule for the second loan program
“ith speciae! emphasis on need of the applicant and the
applicant®s possible prospects for success.

Section 3a It is the specific intent of the
Legislature that tne Montana Agricultural Loan Authority
sthiall coordinate all loans made pursuant to Senate 8ill 163
throuch the Farmers Home Administrations the Production
Credit Associations the Federal Land Banks and private

lendersy or some other similar organization or
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S8 163

organizations. The state director of the Farmers Home
Administration has indicated to the Senate Taxation
Committee that the FHA could screen worthy applicantss
participate with a3 subordinated losn of its owns participate
with a guaranteed loans and fully service the loans This
wauld include ctaking care of any defaules in the event there
ar> defaults by either paying off the state in fullt or
working with the stater foreclose on the farmland and
immediately resell it to apply the proceeds to the defaulted
toan. [t i5 the iIntent of the Legislature that this program
coordinate with the Farmers Home Administration or other
similar organizations including privete Jlenders to the
maximum extent possible so that the Montana Agricultural
Authority will not itself need to service the loan or take

care of any defaults.
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Approved by Committee

on Taxation

SENATE BILL NO. 1&3
INTRODUCED BY TOWEy SEVERSONs BOYLANs SIVERTSEN.
FABREGAs Ma ANDERSONs SMITHe HAGERe DUVER,

GRAHAMy CONOVERs Re ANDERSON

A SILL FOR AN ACT ENTITLED: "AN ACT TO HELP REGINNING
FARMERS GET STARTED 1IN AGRICULTURE; TO CREATE THE MONTANA
AGRTCULTURAL LOAN AUTHORITY FOR THE PURPCSES OF HELPING
BEGINNIMNG FARMERS ACQUIRE LAND; PROVIOCING AN INCOME Tax
DEDUCTION FOR CERTAIN LAND SALES TD BEGINMNING FARMERS; AND

PROVIGING FOR LEGISLATIVE REVIEW OF THE ACT.®

HHEREAS+ obtaining sufficient financing to begin a farm
or ranch operation in Montana is increasingly difficult; and

WHEREASs Dbeginning farmers experience great difficulty
in repaying loans under nigh interest rates and low market
prices for agricultural products; and

WHEREASs the agricultural loan programs administered by
the HMontana department of agriculture are inadequate to tne
real needs of the state; and

WHEREASs the federal farm home administration's farm
ownership 1loan program is also inadequate to the real needs
of the statej and

WHEREASy low intcrest rate financing for beginning

farmers is not available in the private sector; and
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WHEREASy the wvalue of family farms to the econamicy
socialy and political well-being of the state is worthy of
fegislative action and support.

THEREFORE, 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
farmerse by establishing a low interest rate second loan
program to insure that beginning farmers can establish their
agricultural operations on solid foundationss and by
providing incentives toc retiring farmers Qho sell their land

to eligible beginning farmers.

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

Section 1le« Short title. {3ections 2 through 29] may
be cited as the "Montana Agricultural Loan Authority Act™.

Section 2. PDefinitionse (1) As wused in [sections 2
through 29}y the following definitions apply:

{o) "Agricultural land™ means land actively devoted to
agricultural use as defined in L5-7-202.

{b) "Authority" means the agricultural loan authority
provider for in {section 3].

(¢} *"Ronds™ means bonds or bond anticipation notes
issued by the authority under the provisions of [sections 2
through 29}

{2} References tu the authority®s propertys revenuess

-2= 5% 163
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or assets apply only to propertys revenuesy anad assets
generated by the Montana agricultural toan authority
programs not those owned or generated by any other program
or preperty over which the suthority exercises general
autharitye directions and controla.

Section 3. Agricultural loan authority -—- allocation
-~ composition -- quasi-judiciala (1) There is an
agricultural loan authority.

(2) The authority consists of eight members appeinted
by the govarnor 3s provided in 2-15-124. The members shall
be appocinted as follows:

{a) one officer from a commercial lending institution;

(b} one fruit or vegetable farmer;

{c}) two livestock farmers;

{d} two grain farmers;

(e} one officer from a8 farm credit association; usnd

(f}) one-—-—member——ef-—the-tegtataturs DONE _MEMBER wHO IS

NQT ENGAGED IN _FARMING _OR__AFFILIATED__WIYH _A COMMERCIAL

LENDING_INSTITUTION OR_FARM CREDIT ASSOCIATION.

{3) The outhority is designated a guasi~-judicial board
far purposes of 2-15-1Z24%e

{4) The authority is allocated to the department of
agriculture for administrative purposes only as provided in
2-15-121.

{5) 1In compliance with the state pay plany the
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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
carrying out the authority's prograns. The department shall
assess the authority for reasonable costse

{S) A member of the authority may not be consigersd to
have & contlict of interest under the provisions of 2-2-201
merely because the member is a sto;kﬁolderq officers OrF
empiovee of 3 lending institution who may participate in the
authority®s programse

Section 4. Agricultural 1loan autnority —-— ageneral
powers. (l) The authority moy:

fa) retain professional consultants and advisorsi

(b) rely on i1ts staff in its dally functions;

{c) adopt rules governing its proucedures;

{d) tssue onds  in  accordance with [section 1G]
necessary to provide funds for implementing [sectians 2
through 29};

{2) oaccept applications from those wishing to secure
agricultursl toans and second loans;

(F} invest any funds gener ated by sale of bonds in the
permisseble investments outlined in 17-6-211 until such time
as the funds are needed for any aof the autharity's other
Functions; and

{g) make 1loans from the agricultural toan authority

— 4 SHE lée3
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account to eligible Montans farmers for the purchase of
agricultural lendws; AND

{H} UTILIZE THE ASSISTANCE AND SERVICES _OF THE

FARMERS® HOME ADMINISTRATIDMN, IHE PROUDUCTION CREDIT

ASSOCTIATIONy THE FEDERAL __LAND BANKe OR _PRIVATE LENDERS IN

PROCESSING _APPLICATIONS FOUR LOANS_AND SERVICING LIANS

AUTHORIZED BY THE ACT.

Section 5. Loan agreements -—- general provisionse
{1} A loan agreement shall include a payment schedule that
may not exceed 50 years.

(2) The oauthority shall specify in the agreement the
reasconable rate of interest it considers necessarys

{3) Loans made by the authority must be secured 5y any
VTiens or collateral the authority considers necessarys

Section &« Second loan programs (1) The authority maysy
upon application by a borrower under its loan program enter
into & second 1loan agreement with 3 borrower to provide
sufficient funds to the boarrower to pay a part of the
interest ar principal! or both of the original loan
authorized under [section 4]. The second loan shall be
availables at the asuthority®s discretion:

(a} to assist the borrower during a year resulting in
a crop failure or other similar economic diversity; and

(b}y to help pay not to exceed 172 of the anpual

interest due on the original loan. Howeversy not more than 10
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such annual loans for interest way be made to a borrower
during the duration of the original loan.

{2y Interest on the amount of the second loan shall be
at the authority's bond rate plus administrative expenses.

(3) The second loan becomes payable:

{a) 1n installments to commence not later than 20
years after the initial purchase of 1land: or

{b} immediately and in Full upon the sale of land on
which it was Yoaned.

Section 7. Immediate repaymente. If an applicant who
has secured a lean from the authority under the program
created in [sections &4 and 6] sells the land for which the
loan was made to any persone firms or corporation other than
his spousey childrens or corporation wholly owned by thems
the loan shall be repaid in full.

Saction B. Qualifications of applicantse (1) To be
eligible for a loans an applicant must:

tat--reside-in-the-state-st—the-tine-of-appliecationt

t8+[A) declare his intention to maintain his residence
in Montana during the length of the Yoan; and

tef(B) have been approved by AN_APPROPRIAYE COMMITTEE

SUCH AS BUT NOT LIMITED TO a local committee of the farmers

home administration fer--a-—toan-—-fram-—the--farners-—home
admrnrstrotiton-—rn-—connection-—with-the-same-—tand-purchasey

THE _PRODUCTION_CREDIT_ASSOCIATIONs THE FEDERAL __LAND _BANKe

-b= 53 163
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PRIVATE LENDERSs OR _OTHER STMILAR GRGANIZATIONS.

{2) Applications may be submitted by individualssy
partnershipsys associationss or jeint ventures. All  persons
involved in the application must meet the requirements of
subsection (L)« Corporationse as defined in 35-1-102y may
not applye

Section 9. Evaluation of applicants. (1} The authority
shall by rule establishs

{3) rules for soliciting and evaluating applicaetions
from qualified Montana citizens; and

{b) a point system for evaluating the applicantss
considering the following criteria:

(i} the applicant's net worthy which may not exceed
$100+000;

tit) the applicant®s access to livestock and machinery;

{iii) the applicent®s inability to secure ADEQUATE
financing for purchase of agricuitural land from other

sources AT_AN_INTERESY RATE _THAT wWItlL ALLOW A  REASONARLE

PROSPECT FOR_REPAYMENT:

(iv) the applicant®s training and experience in
agriculture;

{v) the applicant’s prospects for succeeding in an
agricultuyral operation on the Yand propused for purchases
and

{vi) any other factors it may prescribe.
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{2) The authority shall select the best qualified and
mast deserving applicant from among those applying for
loansa

(1) The authority may seek the advice of the--state

THE _PRODUCTION CREDIT_ ASSOCIATION: THE FEDERAL LAND BANKs

PRIVATE LEMWDERSs AND SIMILAR ORGANIZATIONS i1n Montana and

coordinate its loan program through the—farmers——-home

atdministration SUCH ORGANIZATIONS including assistance in

screenting applicants and servicing the loan.

Sectiun 10a Issue of genersi--odtitgaeien bonds --
credit of the state KOT pledgeds (1) When-agthorired——by--an
afftrmative—-vate—of-two-thirds—of-the-members-of-ecach-house
of-the-tegistature-or-of-a-majority-ef-+the--etectors-—-veting
thereony——the THE authority may issue bonds of the state of
Montana in a principal amount it determines neceSsary to
provide sufficient Ffunds for achieving any of the purposes
of the Montana agricultural loan authortty programs
including the payment of interest on bondss establishment of
reserves to sacure the bondss and all other expenditures of
the authority incident ta the program.

(2) <€ach issue of its bonds is an aobligation of the
authority payable im-the-firse-instanes out of any revenues,
assetsy or money generated by the Montana agricultural toan

authority program. The authority shall manage, to the best
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of its abilitys its tesse-agresments-and-sates LOANS so that
the bonds are repaid by the revenue genarated &y the
program. In-oaddittony—the THE full Faith and <credit and
taxing powers of the state are NOT piedged for the payment
of bonds issued by the authority under the provisions of
{sections 2 through 29].

{3) The bonds must be authorized by resolution of the
authority and bear a8 date and mature at times as the
autharity determiness A bond may not mature more than 69
years from the date of its issuee The bonds may be issued as
serial bhonds payable in annual installments or as term bonds
ar as a combination thereof. The bonds of the authority may
be sold at public or private sales at prices determined by
the authoritys

{4) The resclution shall specify:

{a] the rate of interest of the bonds;

{b) the denomination of the bonds;

(<) whether the bonds shall be in coupon or registered
form and registration privilegess if any;

{d} the manner and place of axecution;

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

{f1 the terms of redemption.

{5) *%he total amount of bonds cutstanding at any one
time may not exceed $200 millione

Section lle. Provisions of bond resolutions or trust
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indentures. A resolution or trust indenture authorizing any
bonds or any issue thereof may contain provisionse which
shall be a part of the contract or contracts with the
holders thereof» as to:

{L} pledging all or any part of the revenues or the
property of the authority to secure the payment of the bonds
or any issue thereofey subject to existing agreements with
bondholders;

{2) pledging all or any part of the assets of the
authoritys including mortgages and obligations securing
thems to secure the payment of the bonds;

$+3y-—pledging—the-fuli-—faieh--and—-eredit-—and——taxing
powers——of-the-state—of-Moneana-to-secure—the—poyment—of-the
bondst

t4¥13) specifying the use and disposition of the gross
income from mortgages owned by the authority and payment of
principal of mortgaqes owned by the authority:

€5¥{4) the setting aside of reserves or sinking funds
in the hands of trusteess paying agentssy or other
depositories and the regulation and disposition of the
reserves;

€331 limiting the purpose to which the proceeds of
the sale of the bonds may be applied and the pledge of the
procaeds to secure the payment of the bonds or of any issue

theraof;

-10~ 52 163
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+¥446) limiting the issuance of additional bondsy the
terms upon which additional bonds may be issued and secureds
and the refundingy of outstanding bonds;

t683(71) specifying the procedures if anys by which the
terms of any contract with bondholders may be amended or
abraogateds the amount oF bonds the holtders of which must
consent tharetos and the manner in which such consent may be
given;

t91(8) limiting the amount of money to be expendea by
the authority for its operating expenses;

¢¥99(%) vesting in a trustee propertyy rightss powerss
and duties in trust as the authority determines;

+123(10) defining the acts or failures to act which
Will constitute a default in the obligations and duties of
the authority to the holders of the bonds and providing for
the rights and remedies consistent with tﬁe Yaws of the
state and the provisions of {sections 2 through 29] of the
holders of the bonds in the event of such defaults including
as a matter of right the appointment of a receiver; and

++24{11) specifying any other matters of like or
gifferent chafacter which in any way affect the security or
protection of the holders of the bonds.

Section 12. validity of pledge. A pledge made by the
authority is valid and binding from the time the pledge is

made. The revenues or property pledged and thereafter
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recejved by the authority are immediately subject to the
lien of the pledge without any physical delivery thereof or
further acts and the Yien of any pledge is valid and binding
against all parties having claims of any kind in torte
contracts or otherwise against the authoritys irrespective
of whether such parties have notice thereof. Neither the
resolutions trust indenturey nor any other instrument hy
which 3 pledje is created need be recorded,

Section 13. Personal liability. The authority members
and employees of the department are not personally liable
for any debt incurred by the authority.

Section {4« Purchase of bonds -- cancellation. The
authoritys subject to existing agreements with bondholders,
may out of any funds available for that purpose purchase
bonds of the avthoritys which shall thereupon be cancelledr
at a price not exceeding:

{1) the current redemption price plus accrued interest
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 which the bonds become subject co
redemptions plus accrued interest to that date if the bonds
are not then redecmables

Section 15 Trust indenture. In the discretion of the

authoritys the bonds may be secured by & trust indenture
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between the authority and a corporate trustees which may be
a trust company or bank having the power of a trust company
within or without the statee.

Section 16« Neyctiability of bondss PBonds issucsd by
the authority are negotiable instruments under the Uniform
Commercial Coder subject only to the pravisions for
registration of ponds.

Saction 1Te <Continuing validity of authority members®
signoturess If any authority member whose siqgnature appears
on bonds or coupons ceases toc be 3 member before the
delivery of the bondss his signature continues te be wvalid
and sufficient for 3ll purposes.

Section 18+ Accounts of the authority. There is an
agricultural loan authority account in the bonds proceeds
and insurance clearance fund provided for in 17-2-102. Al}
funds from the proceeds of bonds issued under ({sections 2
through 291+ fees and other money received by the authoritye
money appraopriated by the legislature For the use of the
auchority in carrying out [sactions & through 291+ and money
made availaeble from any other scurce for the use of the
authority must De deposited in the agricultural loan
authority afcount except as otherwise provided by lawe Al
funds deposited in the agricuttural 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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29].

Section 19. Reserve funds and appropriationss {1} The
authority shall pay into one or more capital reserve
accounts:

(a) any money appropriated and made available by the
staote faor the purpose of the fund;

(b) any proceeds of sale of bonds to the extent
provided in the resolutions of the authority authorizing
their issuance or in  any trust indenture sacuring their
repayment; and

(c} any other money which may bhe available to the
autherity for the purpose of such a fund from any other
50UrCe.

(2} All amcunts held in a capital reservs account must
be used solely for the payment of principale interests and a
redemption premium with respect to bonds secured in whole or
in part by the accounts Funds in an account may not be
vwithdrawn at any time in an amount which reduces the zmount
of the account to less than the minimum capital reserve
requirement established Ffor the account except for the
pur pose of makings with respect to bonds secured in whole or
in part by the account, paymente when dues of principals
interest, or redemption premiums for the payment of which
other money pledged is not available.

Section 20. Refunding obligations -- sales. Refunding

-14~— S8 163
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obligations issued as provided in 90-6~-121 may be sold or
exchanged for outstanding obligations issued under [sections
2 through 29). The proceeds may be applied to the purchases
redemptiony or payment of outstanding obligationse Panding
the application of the proceeds to the payment of
outstanding obligationss the proceeds may be invested as
provided in Title 17+ chapter &y if permitted in the
resolution authorizing the issuance of the refunding
obligations or in the trust agreement securing thema

Section 21« Refunding obligations -- jssvance. The
authority may provide for the issuance of refunding
obligations for refunding any obligations then cutstanding
which have been issued wunder [sections 2 through 29}y
including the payment of any redemption premium and any
interest accrued or to accrue to the date of redemption of
the obligationss The issuance of obligationss the maturities
and other detailsy the rights of the hoidersy and the
rightss dutiese gand obligations of the authority are
Joverned by the appropriate provisions of {[sections 2
through 291 which retate to the issuance of obligations.
' Section 22« Tax exemption of bonds. Bonds issued by
the authority under ([sections 2 through 29] oand their
transfer and incomes including any profits made on their
saley are exempt from taxation by the state or any political

subdivision or other instrumentslity of the states except
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for inheritances estate, and gift taxess The asuthority Iis
not required to pay recording or transfer fe:s or taxes on
instruments recorded by ita

Section 23. Income tax deduction for tand sale te
neginning farmers. A landowner who s5ells land consisting of
twenty 8C acres or more to a beginning fFarmer who-~quatifies

under—~fFsectren——8-] AT 9% JR LESS INTEREST GN_A LONG-TERM

CONTRACT is entitled to a reduction in his taxable income in
an amount egual to 130% of any income or capital gains or
boths realized and otherwise subject to state income taxes
from the salee up to @ maximum of $50+000s PROVIDED _THE

TRANSACTION _IS FEIRSY _APPROVED _BY__THE AUTHORITY _FOR _THIS

Section 24e Pledge against impairment of contractss In
accordance with the canstitutions of the United States and
the state of Montana, the state pledges that it will in no
way impair the obligations of any agreement between the
authority and ths holders of notes and bonds issued by the
authoritys

Section 25« Annual audite (1) The authority®s books
and records must be audited by-an-indapendemt-certtfred
pobdrc-acesuntant-at-teast-once-each-Fiseat—ye2ry

t24-—Fhe-tegistative-apditor—may—conguet——an——audire-—at
the-~prequest-—of--the—-legistattve-sudrt-committeew AT LEAST

ONCE EACH _YEAR BY THE LEGISLATIVE AUCITOR OR BY_ _A_ CONTRACT

—1l6- SE 163
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AUDIYOR _AS DIRECTED BY THE LEGISLATIVE AUQIT COMMITIEE. THE

COST_OF _THE AUBIT_SHALL BE PAID BY THE AUTHORITY.

Section 26« Reporte The department snall transmit to
the yovernor and to each member of the legisiature 30 days
before the meeting of the legislature a report:

{l1) detailing the operations of the agricultural loan
authority program since the adjournment of the last
legistature; and

{2} containing a financial statement showing the

program's assets and liabilitiese.

Section 27« Powers to be 1nterpreted broadly. The
powers enumerated in [sections 2 through 29] shall be
interpreted broadly to effectuate the purposes of the
authority and ®may not be construed as a limitation of
pPoWErsa

Sectian 28« Legislative review requireds The
agricultural loan autherity program shall be reviewed by the
lTegislature at the third legislative session fallowing the
First sale of bonds under the provision of [section 13} to
determine whether the program should continue. Howevers any
existing commitments incurred by the authority are not
affected by this reviews

Section 2%« Severabilitye If a portion of this act is
invalids all valid parts that are severable from the invalid

part remain in effect. If a part of this act is invalid in
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one or more of its applicationss the part remains in effect

in all wvaliad applicatjons that

invalid applicationse.

-18-

-End-

are

sevarable

from the

58 163



4Tth Legislature S8 163

10
11
12
13
14
15
16
17
18
19
20
21

22

STATEMENT 0OF INTENT
SENATE BILL 163

Senate Taxation Committee

Section 1s This statement of intent is required hy the
rulemaking authority granted to the Montana Agricuftural
Losn Authority in section 4(c) and section 9{a).

Section 2« It is the intent of the Legistaturs that
the Montana Agricultural Loan Authority adopt rules for the
orderly hendling oand processing of applications under the
avthority granted in this act to grant FfFarm acquisition
loans and to grant loans under the second loan program. The
rules under section 9 are intended 1o be sufficiently
specific to allow for an objective determination bry the
department of which applicants should receive a farm
acquisition loan from the oauthority. The same criteria
should be established by rule For the second 1loan program
with special emphasis on need of the applicant and the
applicant®s possible prospects for successe.

Section 3. It is the specific intent of the
Legislature that the Montana Agricultural Loan Authority
shall coordinate 311 loans made pursuant to Semate Rill 163
through the Farmers Home Administrations the froduction
Credit Associations the Federal Land Banke and private

lenderss or some other similar orgqunizdtion or
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organizationse The state director of the Farmers Home
Administration has indicatea te the Senate Taxation
Committee that the FHA could screen worthy applicantse
participate with a subordinated loan of its owns participate
with a guaranteed Ilcans and fully service the loan. This
would inctude taking care of any defaults in the event there
ars defaufts by either paying off the state in full or
working with the statee foreclose on the farmland and
immediately resell it to apply the proceeds to the defaulted
loane It is the intent of the Legislature that this program
coordinate with the Farmers Home Administration or other
simtlar organizations including private lenders to the
Mmaximum extent possible so that the Montana Agricultural
Authority will not itself need to service the ioan or take

care of any defaults.
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SENATE BILL NO. 153
INTRLDUCED BY TOWEy SEVERSONsy BOYLAMs SIVERTSEN,
FABRE Ay Me ANDERSONy SMITHy HAGERy DOVER,

GRAHAM, CONOVER+ Re ANDERSON

A STLL FOR AN ACT ENTITLED: AN ACT TO HELP REGINNING
FARMERS GET STARTED 1IN AGRICULTYURE; TO CREATE THE MINTANA
AGRICULTURAL LOAN AUTHORITY FGR  THE PURPCSES OF HELPING
BEGINNING FARMERS ACQUIRE LAND; PROVIDING AN ENCOME TAX
DEDUCTINN FNR CEKRTAIN LAND SALES T BEGINNING FARMERS; AND

PROVIGING FDOR LEGISLATIVE REVIEW OF THE ACT."

WHEHEASs obtaining sufficient financing to begin a farm
or ranch operation in Montana is increasingly difficult; and

WHEREASs beginning farmers experience great difficulty
in repaying loans under high interest rates and 1Tow market
prices fFor agricultural products; and

HHEREAS s the agricultural loan programs administered by
the Montana department of agriculture are inadequate to tne
real needs of the state; and

WHEKEASy the federal farm home administration*s farm
ownership loan program is also inadequate to the real needs
of the state; and

WHEREASy low interest rate financing for bedinning

Farmers is not avajlable in the private sector; ang
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HHEREASy the value of familty farms to the economicy
socialy and political well-being of the state is wor thy of
legislatave action and Supporte.

THEREFOREy, it is ¢the purpose of this hill to assist
beginning farmers with financial support and encouragement
by making Jow interest rate loans available to eligible
farmerss by establishing a Jow interest rate second loan
program to insure that beginning farmers can establish their
agricultural operations onn solid foundationss and by
providing incentives to retiring farmers who sell their tand

to eligible beginning farmerse

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

Section l. Short titYe. [Sections 2 through 29} may
be cited as the "Montana Agricultural Loan Authority Act™a.

Section 2. Oefinitionse (1} As wused in [sections 2
through 29)s the following definitions apply:

(s} *“Ayricultural land® means land activaly deveted to
agricultural use as defined in 15-7-202.

() "Authority®™ means the agricultural loan autherity
provided for in | section 3.

(c} "“onds" means bonds or bond anticipation notes
tssued by the authority under the provisions of {sections 2
through 29

{&) References to the authority's propertys revenuess

—2- 59 163
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ar assets apply only to propertys revenuessy and assets
generated by the Montana - agricultural loan Authority
programs not those owned or generated by any other program
or propefty over which the authority exercises general
authoritys directions and controla

Section 3. Agricultural 1loan authority -- allocation
== composition -- Quasi-judiciale {1) There is an
agricultural loan authorjty.

{2} The authority consists of eight memsers appointed
by the governor as previded in 2-195-124. The members shall
be appointed as follows:

(a) one officer from a commercial tending institution;

(b) one Fruit or vegetable farmer;

{c) two livestock farmers;

{d) two grain farmers;

{e) one officer from a Farm credit association; .una

(f} one-—member--of--the-Yeqgistature ONE MEMBER wHO IS

NOT_ENGAGED [N __FARMING _OR__AFFILIATED WITH A COMMERCIAL

LENDING INSTITUTION_OR_FARM_CREDIT ASSUCIATION

{3} The wuthority is designated a quasi-judicial board
For purposes of 2-15-12%4,

{4} The authority 15 allocated to the department of

anriculture for administrdative purpos,es only s provide e
2=13-121a
(3} In comptiance with the state oH.ay plansy  the
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department shall provide all staff and services to thn
authority as are determined by the authority in copjunction
«Jith the department to be necessary Ffor the purposes of
carrying out the authority®s proérams. The department shall
assess the authority for reasonable costs.

{6) A member of the autharity may not be consideread teo
hava a conflict of interest under the provisions of 2-2-201
merely becausas the member 1is a stockheolders officer, or
employee of a lending institution who may participate in the
authority’s programse

Section 4. Agyricultural loan authority -- aeneral
powerss (L} The asuthority may:

{a) retain professional consultants and advisors;

{b} rely on its staff n i‘s daily functions;

{c) odopt rules governing it$ procedures;

(dY tssue vonds Iin  accordance with [sectian  10]
necessary to provide funds for amplementing | sections 2
through 2914

fe) accept applications from those wishing to secure
agricultura) Yoans and second loans;

(F) anvest any Funds gener ated by sale of bonds in the
permissable investments outlined in 17-6-211 until such time
as the Funds are neeved for any of the aduthoraity®s other
functions; and

(y) make Joans from the agricultural ioan authority

4 - »- lo3
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account to eligible Montana farmers for the purchase of
agricultural Tands=;_ AND

{H]_  UTILIZE THE ASSISTANCE AND SERVICES OF _THE

FARMERS Y HOME ADMINISTRATION, THE PRODUCTEION __CREDIT

ASSOCIATIONs _THE FEDERAL _LAND BANKe OR PRIVATE LENDERS_IN

PROCESSING _APPLICATIONS, FOR__LOANS _AND SERVICING LOANS

AUTHURTIZED BY THE ACT.

Section 5. Loan agreements -- general provisionse
(1) A loan agreement shall include a payment schedule that
may not exceed 50 yearse

{(2) The authority shall specify in the agreement the
reasonable rate of interest it considers necessaryes

(3) Loans wmade by the authority must be secured by any
liens or collateral the authority considers necessarye

Section 6. Second loan programe (1) The authority mays
vpon application by a borrawer under its loan program enter
into a second loan agreement with a borrower ta provide
sufFficient funds to the borrower to pay a part of the
interest or principal or both of the original Jloan
authorized under [section 4]. The second Joan shall be
availacltey at the authority®s discretion:

{a) to assist the borrower during a year resulting in
a crop fFailure or other similar economic diversity; and

{b} to haelp pay not to exceed 172 of the annual

interest due on the original loans However, not more than 10

e 52 163
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such annual loans for interest may be made to a borrower
during the duration of the original loane

(2) Interest on the amount of the second loan shafl be
at the authority's bond rate plus administrative expensess

{3} The second Joan becomes payable:

fa} i1n anstallments to commence not Jater than 22
years after the imitial purchase of Fand; or

[6}) immediately and in full upon the sale of ltand on
which it was loaned.

Section 7. Immediate repayments If an applicant who
has secured a loan from the authority wunder +the program
created in [sections 4 and &} sells the land for which the
lToan was made to any persons firme or corporation other than
his spousey childreny or corporation wholly owned by thems
the loan shall be repaid in full.

Saction 8. Gualifications of applicantse (1) To be
eligible for a leany an applicant must:

tar--restde-tn-the-state-at—the-time-of-applicationt

¢b¥(A) declare his intention to maintain his residence
in Montana during the length of the loan; ang

t€}(8) bhave been approved by AN_APPROPRIATE COMMITTIEE

SUCH,_ AS BUT NDOT LIMITED TO a local committee of the farmers

home administration fear--a-—-ioan--from-—the——farmers——hame
admintstration-—tn-—conneetion--mith-the-same-tand-porenasey

THE_PRODUCYION CREDIT _ASSOCIATION, THE_ _FEDERAL _LAND _2AMKe

-6- S5 163
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PRIVATE LENDERSy OR_OTHER SIMILAR GRGANIZATIONS.

(2) Applications may be submitted by Individualss
partnershipss associationss or joint venturess. Al persons
involved in the application must meet the requirements of
subsection (1)« Corporationsy as defined in 35-1-102» may
not apply.

Section 9« Evaluation of applicants. (1) The authority
shall by rule establjish:

{al rules for soliciting and evalvating applications
from qualified Montana citizens; and

{b} 3 point system For evaluating the applicantss
considering the foltlowing criteria:

{i} the applicant's net worthy which may not exceed
$100+000;

(ii) the applicant®s access to livestock and machinery;

(ili) the applicant®s inability to secure ADEQUATE
financing for purchase of agricuitural land from other

sources AT AN INTEREST RATE THAT wWILL ALLOW _A__REASINABLE

PROSPECT FOR_REPAYMENT

{(tv) the applicant"s training and experience in
agricultures;

(v} the zpplicant®s prospects for succeeding in an
agricultural operation on the land propused far purchase;
and

{vi] any other FacCtor$ 1t may prescribee

-T- 5" 163
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{2) The authority shail select the best gualtified and
mast deserving applicant from among those applying for
foanse

[ED] The authority may seek the advice »of the——stote

THE __PROODUCTION CREDIT _ASSQUIATIONy THE FEDERAL LAND BANKy

PRIVATE LENDERSs AND SIMILAR ORGANIZATIONS in Montona and

coordinate its loan program through the—<Ffarmers——hene

agmtmistrotton SUCH ORGANIZATIONS including assistance in

screening applicants and servicing the loan.

Section 1l0s Issue of generol--obtigatien bhonds --
credit of the state NOT pledgede (1) When-sothorized-—by——on
affrrmtive-—-vore-of-two—thirds-of-the-members—of-cach-houae
af—the—legrstature—or-of-a—majority-of-the--electors——veting
thereaay——the THE authority may issue bonds of the state of
Montana in 3 principal amount it determines necessary to
provide sufficient funds for achieving any of the purposes
of the Montana agricultural loan authority programs
including the payment of interest on bondsy establishment of
reserves to Sacure the pondss and all other expenditures of
the authority incident to the program.

{2) each issue of its bonds is an obligation of the
authority payable in~the-firat—inseance out of any revenues,
assetsy or money generated by the Montana ayriculturatl loan

authority program. The autnority shall manages t0 the opest

-8- 8 163
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of its abilitys its +ense-agreements—and—sates LOANS su that
the bonds are repaid by the revenue generated oy the
program. Im—-addttiony—the THE full faith and credit and
taxing powers of the state are NQT pledged for the pasyment
of bonds issued by the authority under the provisions of
{sections 2 through 29].

{3) The bonds must be authorized by resolution of the
authority and bear a date and mature at times as the
authority determines. A bond may not mature more than on
years from the date of its issue. The bonds may be i1ssued as
serial bonds payable in annual installments or as term bonds
or as a combination thereof. The bonds of the authority may
be sald at public or private saley ot prices determined by
the authoritye

{4} The regolution shall'specify=

{3} the rate of interest of the bonds:

{b) the denomination of the bonds;

(¢} whether the bonds shall be in coupon or registered
Form and registration privilegess 1f anyi

{d) the manner and place of =2xecution;

{e) the manner and place and medium of psyment; and

(f} the terms of redemption.

{5} The total amount of bonds cutstanding at any one
time may not exceed 3200 milliona

Section lle Provisions of bond resolutions or trust

—-g- 5H 1463
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indenturess A resolution or trust indenture authorizing any
bonds or any issve thereof may contain provisionss which
shall be a part of the contract or contracts with the
holders thereofs 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 thereofs subject to existing agreements with
bondholderss

{2) pledging all or any part of the assets of the
authoritys including wmortgages and obligaetions securing
theme to secure the payment of the bonds;

t31--pledging-the-fuli--Ffatth--and--eredit--ond-—toaxing
powers——of-the-stote—of -Mentans—te-secure—the-payment-of-the
banda¥

t43(3) specifying the use and disposition of the gross
income from mor tgages owned by the authority and payment of
principal of mortgages owned by the authority;

51 (4] the setting aside of reserves or sinking funds
in the hands of trusteesy paying agentsy or other
depositories and the regulation and disposition of the
reserves;

t6+[{5) limiting 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 any issue

theraof;

=10~ 58 163
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t¥¥{6) limiting the issuance of additional bondsy the
terms upon which additional bonds may be issued and secureds
and the refunding of outstanding bonds;

t83(7) specifying the procedures if anys by which the
terms of any contract with hondholders may be amended or
abrogated: the amount of bonds the holders of which must
consent theretos and the manner in which such consent may be
given;

+9¥48)] limiting the smount of money to be expended by
the authority for its operating expensess:

¢363(3]) vesting in a trustee propertys rightSe powerss
and guties in trust as the authority deteraines;

+433{10) defining the acts or failures to act which
will constitute a default in the obligations and duties of
the authority to the holders of the bonds and providing for
the rights and remedies consistent with the btaws of the
state and the provisions of [sections 2 throuqh 29} of the
holders of the bonds in the event of such defaults including
as a matter of right the appointment of a receiver; and

129(11i) specifying any other matters of Llike or
dif.fergat character which in any way affect the security or
protection of the holders of the bondse

Section 12. Vvalidity of pledge. A pledge made Dy the
authority 1s valid and binding from the time the pledge 15

mades The revenues or property pledged and thereqfter
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received by the authority are immediately subject to the
lien of the pledge without any physical delivery thereof or
further acts and the tien of any pledge is valid and binding
against all parties having claims of any kind in torte
contractes or otherwise against the authoritys irrespective
af whether such partijes have notice thereof. Neither the
resolutions trust indentures aor any other instrument by
which a pledye is created need be recordeda

Section 13« Personal liability. The authority members
and employees of the department are not personally liahle
for any debt incurred by the authority.

Section l4a Purchase of bonds -- «cancellation. The
authoritys subject to existing agreements with bondholderss
may out of any funds available Ffor that purpose purchase
bonds of the authoritys which shall thereupon be cancelled,
at a price not exceeaing:

{l) the current redemption price plus accrued interest
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 which the bonds become subject to
redeaptions plus accrued interest to that date 1f the bonds
are not then radeemable.

Section [%e Tfrust indenture. In the discretion of the

authoritys the bonds wmay be secured by 3@ trust indenture

12~ SB la3
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between the authority and a corporate trustees which may be
a trust company or bank having the power of a trust company
within or without the state.

Section l6e Negotiability of bondss PBonds issued by
the authority are negotiable instruments under the Uniform
Commercial Codes subject only to the provisions for
registration of bondse

Section 1T« Continuing validity of authority members®
signatures. [f any authority member whose signature appears
cn  bonds or cCoupons ceases to be 3 member before the
delivery of the bondss his signature continues to be valid
and sufficient for all purpases.

Section 18« Accounts of the authority. There is an
agricultural loan authority account in the bonds proceeds
and insurance clearance fund provided for in 17-2-102. All
funds from the proceeds of bonds issuved under ([sections 2
through 29])e feoes and other money received by the authoritys
money a3ppropriated by the legislature for the use of the
authority in carrying out [sections 2 through 2%]+ and money
made available from any other source far tne wuse of the
authority must be deposited in  the agricultural loan
authority eccount except as otherwise provided by law. Al¥
funds deposited 1n the agricultural loan authority account
are continuously appropriated to and may be expended by the

duthority for the purposes authorized in {sections 2 through

-13- SR 163
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29].

Section 19. Reserve funds and appropriations. §1) The
authority shall pay into one or more capital reserve
accounts:

{a) any woney appropriated and made available by the
state for the purpose of the Fund;

{b} any proceeds of sale of bonds to the extent
provided in the resolutions of the authority autharizing
their issuance or in any trust indenture Securing their
repayment; and

{c) any other money which may be available to the
authority far the purpose of such a fund from any other
SOUrce.

(2) AVl amounts held in & capital reserve account must
be used solely for the payment of principals interests and a
redemption premium with respect to bonds secured in whoele or
in part by the account. Funds in an account may not be
withdrawn at any time in an amount which reduces the amount
of the account to 1less than the minimum capita!} reserve
requirement established for the account except for the
pur pose of makings with respect to bonds secured in whole or
in part by the ‘accounts payments when duer of principal.
interests or redemption premiums for the payment of which
other money pledgyed i% not available.

Section 20s Refunding obligations -- sale. Refunding

-14— 58 163
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obligations issued as provided in 90-6-121 may be sold or
exchanged for outstanding obligations issued under [sections
2 through 29). The proceeds may be applied to the purchases
redemptions or payment of cutstanding obligationse Ponding
the apptication of the proceeds to the payment of
outstanding obligationss the proceeds may be invested as
provided in Title 17+ chapter &6y if permitted in the
resolution authorizZing the issuance of  the refunding
ocbligations or in the trust agreement securing theme.

Section 2l. Refunding obligations -- issuance. The
authority wmay 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 accrusd or to accrue to the date af redemption of
the obligationse The issuance of obligationss the maturities
and other detailss the rights of the holdersy and the
rightss dutiesy and obligations of the authority are
Joverned by the appropriate provisions of [sections 2
through 29} which relate to the issuance of obligations.

Section 22..¢Tax exemption of bonds. PBonds issued by
the authority wunder [sectjons ¢ through 29] and their
transfer and incomesy including any profits mede on their
sale, are exempt from taxation by the state or any political

subdivision or other instrumentalaty of the states except

-15- 50 163
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for inheritancey estates and gift taxess. The oauthority is
not required to pay recording or transfer fexs or taxes on
instruments recorded by ite.

Section 23. Income tax deduction for land sale to
beqginning farmers. A landowner who sells land consisting of
twenty 80 acres or more to a beginning farmer who-——guatifies

ander—-fFyection--983 AT 9% OR LESS INTEREST ON A LONG-IERM

CONTRALT is entitled to a reduction in his taxable incame in
an amount equal to 100% of any income or capital gaine or
beths realized and otherwise subject to state income taxes

from the sales up to a maximum of $50,000y_ PROVIDED _THE

TRANSACTION _IS FIRSY_ _APPROVED BY THE_AUITHJRITY FOR_THIS

BURPUSE.

Section 244 Pledge against impairment of contracts. In
accordance with the constitutions of the United States and
the state of Montanas the state pledges that it will in no
w3y 1mpair the obligations of any agreement between the
authority and thz holders of notes and bonds issued Dy the
authoritye

Section 25« Annual audite (1) The authority®s books
and records must be audited by-on-tndependent—certtfted
pablic-aceountant-at—teast-once—ench-fFrscat-yesry

$+E#y——Fhe-teoatstatrve—ouditor-may-eondoct-—an-—andrt——at
the--request--of--the--tegtatative—acdit-committeey AT LEAST

UNL* EACH_YreAR_BY_THE LEGISLATIVE AUDITOR OR_BY_ _A__CONTRALT

-1 6=~ S50 163
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AUDITOR_AS_DIRECTED BY YHE LEGISLATIVE AUODIT CUMMITYEE, _THE

COST_OF THE_AUDI¥ SHALL b PAID BY THE AUTHORITY.

Section 26« Reports The department shall transmit to
the governor and to each member of the Tegyislature 30 days
before the meeting of the legislature a report:

{l1) detailing the operations of the agricultural loan
authority program sincCe the adjournment of the last
legislature; and

{2} containing a financial statement showing the
program's assets and Tiabilities.

Section 27« Powers to be ainterpreted broadly. The
powers enumerated In [sections 2 through 29] shall be
interpreted broadly to effectuate the purposes of the
authority and may not be construed as a limitation of
powerse

Section 28« Legislative review requireds. The
agricultural loan authority program shall be reviewed Dy the
tegislature at the third legislative session following the
first sale of Londs under the provision of [{section 10] to
determine whether the program should continue. Howevers any
existing commitments ancurred by the authority are not
affected by this review.

Section 29« Severabilitye. If 2 portion of this act s
invalids all valid parts that are severable from the invalid

part remain in effect. If a part of this asct is invalid in

-17- S8 163
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April 9, 198]1

HOUSE COMMITTEE ON TAXATION AMENDMENTS TO SENATE BILIL 163:

1. Statement of Intent, page 1, line 7.
Following: "and section"

Strike: "9"

Insert: "10"

2. Statement of Intent, pége 1, line 13.

Following: "section"
Strike: "9"
Insert: "1l0"

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

4. Title, line 11.

Following: "ACT"
Insert: "; AND PRCVIDING AN APPLICARBRILITY DATE"

’



HOUSE OF REPRESENTATIVES -2- April 9, 1981

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. Financing programs of the authority. The authority
may:

(1) make loans to lending institutions under terms and conditions
adopted by the authority requiring the proceeds to be used by the 1end1ng
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 4
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

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




HOUSE OF REPRESENTATIVES

COMMITTEE ON TAXATION AMENDMENTS TC SENATE BILL 163:

12. Page 6, line 12.
Following: "and"
Strike: "@"

Insert: "7"

13. Page 7.
Following: line 13
Strike: "$100,000"
Insert: "$20G,000"
14. Page %, line 6.
Following: "through”
Strike: “29"

Insert: "33"

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.

Fol}gygggfml"through"



HOUSE OF REPRESENTATIVES -4= APTiY. Qs 19.81 ..
COMMITTEE ON TAXATION AMENDMENTS TO SENATE BILL 163:

Strike: "29" )
Insert: "33"

23. Page 17, line 3.

Following: line 2
Insert: "Sectiocon 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 inte 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-
guency 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 [secticn 3G); |

(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 i
provisions relating to loan documentation, review and approval :
procedures, origination and servicing rights and responsibilities,

TN S e S
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HOUSE OF REPRESENTATIVES -, AREAil. D, 1981

COMMITTEE ON TAXATION AMENDMENTS TO SENATE BILL 163:

default obligations, procedures and cobligations, 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 authority 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 dispositiocon
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 amcunts 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
vear preceding the convening of a regular legislative session deliver
to the governor a certificate stating the sum, if any, reqguired 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.

The proceeds of the sale of the bonds authorized by subsection

(2)
(1) shall be deposited in the beginning farmer guaranty fund as

provided in [section 27]."
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