
SENATE BILL NO. 316 

INTRODUCED BY TOWE, CONOVER, LANE, BOYLAN, BERG, 
STIMATZ, OCHSNER, SEVERSON, ECK, JACOBSEN, MOHAR, 

FULLER, SAUNDERS, CHRISTIAENS, KOEHNKE, 

January 28, 1983 

January 31, 1983 

February 5, 1983 

February 18, 1983 

February 19, 1983 

February 21, 1983 

February 22, 1983 

February 23, 1983 

February 28, 1983 

March 25, 1983 

R. !<lANNING, HALLIGAN, GRAHAM 

IN THE SENATE 

Introduced and referred to 
Committee on Agriculture, 
Livestock and Irrigation. 

Fiscal Note requested. 

Fiscal Note returned. 

Committee recommend bill do 
pass. Report adopted. 

Statement of Intent attached. 

Bill printed and placed on 
members' desks. 

Second reading, do pass. 

Correctly engrossed. 

Third reading, passed. Aye.s, 
46; Noes, 4. Transmitted to 
House. 

IN THE HOUSE 

Introduced and referred to 
Select Committee on Economic 
Development. 

Committee recommend bill be 
concurred in as amended. 
Report adopted. 

Statement of Intent rejected. 

New Statement of Intent 
attached. 



March 28, 1983 

March 29, 1983 

April 6, 1983 

April 7, 1983 

Second reading, concurred in. 

Third reading, concurred in. 

IN THE SENATE 
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Returned to Senate with 
amendments and new Statement 
of Intent. 

Second reading, amendments 
and Statement of Intent 
concurred in. 

Third reading, amendments and 
Statement of Intent concurred 
in. Ayes, 48; Noes, 1. 

Sent to enrolling. 

Reported correctly enrolled. 
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RANCHERS OBTAIN CREDIT AT LOWER INTEREST RATES 

AGRICULTURAL PURPOSES; TO CREATE THE MONTANA 

LOAN AUTHORITY; TO PROVIDE AN INCOME TAX DEDUCTION FOR 

CERTAIN LAND SALES TO BEGINNING FARMERS; AND TO PROVIDE FOR 

LEGISlATIVE REVIEW.• 

WHEREAS~ obtaining sufficient financing to begin a farm 

o~ ranch operation in Montana is increasingly difficult; and 

WHEREAS, beginning farmers experience great difficulty 

in repaying loans under high interest rates and with low 

~arkPt p~ices for agricultural products; and 

WHEREAS~ the agricultural loan programs administered by 

th~ Montana Department of Agriculture a~e inadequate to meet 

the real nP.eds of the state; and 

WHEREAS, the federal Farmers Home Administration's farm 

ownership loan proqram is also inadequate to the real needs 

of the state; and 

WHFREASt low interest rate financing for oeginning 

farmers is not available in the private sector; and 

WHEREAS., t.he value of family farms to the economic., 

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

LC 0207 .{01 

1 legislative action and support. 

2 

3 

4 

5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

THEREFORE, it is the purpose of this act to assist 

beginning farmers with financial support and encouragement 

by making low interest rate loans availdble to eligible 

farmers and by providing incentives to retiring far•ers who 

sell their land to eligible beginning farmers. 

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

Section 1. Agricultural loan authority -- allocation 

composition-- quasi-judicial status. (1, There is an 

agricultural loan authority. 

(Z) 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 farmer or vegetable farmeri 

(c) two livestock ~armers; 

(d I two grain farmers; 

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

(f) one public member who is not engaged in fanning or 

affiliated with a commercial lending institution or farm 

credit association. 

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

for purposes of 2-15-124. 

(4) The authority is allocated to the department of 
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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 which the authority in conjunction with the 

department determines to be necessary for the purposes of 

administering the authority•s programs. The department 

shall assess the authority for reasonable costs. 

(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 me•ber is a stockholder, officer, or 

employee of a lending ins~itution that may partic;pate in 

the authority's programs. 

S~ction 2. Short title. [Sections 2 through 28] may be 

cited as the •Montana Ag~icultu~al Loan Authority Act"• 

Section 3. Definitions. (1) As used in (sections 2 

through 28], the following definitions apply: 

(a) •Agricultu~al land• means land actively devoted to 

agricultu~al use as defined in 15-7-zoz. 

(b) "Authority• means the agricultural loan authority 

provided fo~ in [section 1]. 

(c) •sonds• means bonds or bond anticipation notes 

issued by the authority under the provisions of [sections 2 

through 28]. 

(2} References to the authority•s property, revenues. 
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or assets apply only to property, revenues~ and assets 

generated by the Montana agricultural loan authority 

program, not those owned or generated by any other progr~m 

or property over Nhich the authority exercises general 

authority. direction. and control. 

Section 4. Agricultural loan authority 

powers. The authority may: 

gP-neral 

(1) retain professional consultants and advisers; 

(2) adopt rules governing its procedures; 

(3) purchase agricultural loan5 made by financial 

institutions; 

{4) issue bonds, in accordance Nith [section 10]~ 

necessary to provide funds for i~plementing [sections 2 

throuqh 28]; 

(5) invest any funds generated by sale of bonds in the 

permissible invest•ents outlined in 17-6-211 until such time 

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

functions; and 

(6) use the assistance and services of the farmers 

home administration. the production credit association, the 

federal land bonk, or private lenders in approving loans fo~ 

issuance of bonds. 

Section 5. Loan agreernents general provisions. 

( 1) Each loan approved by the authority for issuance of a 

bond must include a loan agreement providing a pdyment 

-4-
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schedule that may not exceed 60 years. 

(2) The agreement must specify a reasonable rate of 

interest. which rate may be a variable rate provided the 

method of determination is contained in the loan agreement. 

(3t Loans approved by the authority for issuance of a 

bond may be secured by any liens or collateral the fin~ncial 

institution considers necessary. 

(4) The money received under a loan agreement may be 

used for: 

acquisition of farm or ranch land; (a) 

(b) 

1 and; or 

a down payment on the acquisition of farm or ranch 

(C) acquisition O< construction of dep ... eciable 

property used in the operation of a farm or ranch. 

Section 6. Immediate repay~ent. if an applicant who 

l1as obtained the approval of the authority for the i ssudnce 

of a bond to fund his loan for the acquisition of farm or 

ranch land sells the land for which the loan was made to any 

p~rson,. firm, or c.orpordtion other than his spouse. 

children,. or corporation wholly owned by them, the loan must 

be repaid in full. 

Section 7. OU.i'il ifications of applicants. (1) To be 

el iqible for a Joan approved by th~ authority for issudnce 

of a bond, an applicant must: 

(a) declare his intention to maintain his residence in 
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Montana during the length of the loani and 

(b) have been approved by a financial institution. 

(2) Applications for loans to be approved by the 

authority for issuance of bonds may be submitted by 

individuals, partnerships, associations, o~ joint ventures. 

All persons involved in the applicution must meet the 

requirements of subsection (·1)• Corporations., as defined in 

35-1-102• may not apply. 

Section s. Evaluation of applicants. (1) The 

authority shall by rule establish: 

(a) procedures and standards 

applic~tions for loans to be approved by the 

issuance of bonds; and 

for evaluating 

authority for 

(b) a system for evaluating the applicants. 

considering the following criteria: 

(i) the applicant•s net worth, which 

Sl50t000i 

may not exceed 

(ii) thP. appJicant•s access to livestock and machinery; 

(iii) the applicant's inability to secure adequate 

financinq for purchase of agricultural land from other 

sources at an interest rate thdt will allow a reasonable 

prospect for repayment; 

(iv) the appl icant•s training 

agricult~re; 

and experience in 

(v) the applicdnt•s prospects for succeeaing in an 
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agricultural operation on the land proposed for purchase; 

and 

(vi) any other factors it may prescribe. 

(Z) The authority shall select the best qualified and 

most deserving applicants from aMong those applying for 

approval of loans for issuance of bonds. 

(3) The authority may seek the advice of such lenders 

as the farmers home administration. the production cred;t 

association. the federal land banky private lenders, or 

similar organizations in Montana and coordinate its program 

through these organizations. 

Section 9. Purchase of loans. The authority may 

purchase loans and make advance commitments to purchase 

loans from a financial institution at prices and upon terms 

and conditions established pursuant to [sections 5 through 

8] and rules promulgated by the authority. 

Section 10. Issuance of bonds -- credit of the state 

not pledged. (1) The authority may issue bonds of the state 

of Montana in a principal a•ount it determines necessary to 

provide 

of the 

sufficient funds for achieving any of the purposes 

Montana aqricultural loan authority program, 

including the payment of interest on bonds• establishment of 

reserves to secure the bonds, and all other expenditures of 

the authority incident to the program. 

(2) Each Issue of its bonds is an obligation of the 
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authority. payable out of 

IJenerated by the Montana 

any revenues, assets. or money 

agricultural loan authority 

pro9ram. The authority shall manage its loans so thdt the 

bonds are repaid by the revenue generated by the ~rogram. 

The full faith and credit and taxing po~ers of the state are 

not pledged for the payment of bonds issued by the authority 

under the provisions of [sections 2 through 28)• 

(3) The bonds must be authorized by resolution of thoe 

authority, bear a date 9 and mature at times the authority 

determines. A 

the date of its 

bond may not mature more than 60 years fro~ 

issue. The bonds may be issued as serial 

bonds payable in annual installments or as ter• bonds or as 

a combination thereof. The bonds of the authority may be 

sold at public or private sale 9 at prices determined by the 

authority. 

(4) The resolution shall specify: 

(a) thP- rate of interest of the bonds; 

(b) the denomination of the bonds; 

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

form and registration privileges, if any; 

(d) the manner and place of execution; 

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

{f) the terms of rede~ption. 

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

time may not exceed S200 million. 

-a-
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Section 11. Provisions of bond resolutions or trust 

indentures. A resolution or trust indenture authorizing any 

bonds or any issue thereof may contain provision~, which 

shall be a part of the contract or contracts with the 

holders thereof, as to: 

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

property of the dUthority to secure the payment of the bonds 

or any issue thereof, subject to existing dgreements with 

bondholders; 

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

authority, including mortgages and obligations securing 

them, to secure the payment of the bonds; 

(3) specifying the use and disposition of the gross 

income from mortgages owned by the authority and payment of 

principal of mortgages owneo by the authority; 

(4) the setting aside of reserves or sinking funds in 

the hands of trustees 9 paying agents. or other depositories 

and the regulation and disposition of the reserves; 

( 5) 1 i mit i ng the pur pose to which the proceeds of the 

sale of the bonds may be ap~lied and the pledge of the 

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

thereof i 

(6) limiting the issuance of additional bonds., the 

terms upon which additional bonds may be issued and secured, 

and the refunding of outstanding bonds; 
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(7) specifying the procedure, if any, by which the 

terms of any contract with bondholders may be dmended or 

abrogated, the amount of bonds the holders of which must 

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

given; 

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

authority for its operating expenses; 

(9) vesting in a trustee, as the authority determines, 

property, rights, powers, dOd duties in trust; 

(10) defining the acts or failures to act that will 

constitute a default in the obligations and duties of the 

authority to the bondholders and providing for the rights 

and remedies, consistent with the laws of the state and' the 

provisions of [sections 2 through 28), of the bondholders if 

a defaul-t occurs, including as a matter of right the 

appointment of a receiver; and 

(11) specifyinq any other matters that in any way 

affect the security or protection of the bondhclders. 

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

3uthority 

made. The 

is valid and binding from the time the pledge is 

revenues or property pledged and thereafter 

received by the authority is immediately subject to the lien 

of the pled~e without any physical delivery thereof or 

further act, and the 1 ien of <:..~ny p'ledge is valid dod binding 

anainst all parties having claims of any kind in tort, 

-10-
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contract, or otherwise against the authority, i~respective 

of whether such parties have notice thereof. The 

resolution, trust indenture, or any other instrument by 

which a pledge is created need not be recorded. 

Section 13. Personal liability. The authority members 

and department members are not personally liable for any 

debt incurred by the authority. 

Section 14. Purchase of bonds cancellation. The 

authority, subject to existing agreements with bondh~lders, 

may from any funds available for that purpose purchase bonds 

of the authority, which shall thereupon be canceled, at a 

price not exceeding: 

(1) the current redemption price plus accrued interest 

to the next interest payment thereon, if the bonds are then 

redeemablei or 

(2t the redemption price applicable on the first date 

after purchase upon which the bonds become subject to 

redem~tion 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 may be ~ecured by a trust indenture 

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. Bonds issued by 

-11-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

lit 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0207/01 

the authority are negotiable instruments und~r the Uniform 

Commercial Code, subject only to the provisions for 

registration of bonds. 

Section 17. Continuing validity of authority members• 

siqnatures. If any authority member whose signature appears 

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

delivery of the bond~• his signature continues to bP valid 

and sufficient for all purposes. 

Section 18. Accounts of the authority. Th~re is an 

a?ricultural loan authority account in the bond proceeds and 

insurance clea~ance fund provided for in 11-2-102. All 

funds from the proceeds of bonds issued under [sections 2 

through 28], fees and other money received by the authority 9 

money appropriated by the legisldture for the use of thP 

authority in administering [sections 2 through 28]• and 

money made available from any other source for th~ use of 

the authority must be deposited in the agriculturdl 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 

28]· 

Section 19. Reserve funds and appropriations. (1) The 

authority shall pay into one or more capital reserve 

accounts any: 

-12-
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(a) money appropriated and made available by the state 

for the purpose of the fund; 

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

in the resolutions of the authority authorizing their 

issuance or in any trust indenture securinq their repaymenti 

dnd 

(cJ other money that 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 solely for the payment of principal, interest. and a 

redemption premium with respect to bonds secured in whole or 

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

withdrawn at ~ny time in an amount that reduces the amount 

of thn account to less than the minimum capital rese~ve 

requirement established for the account except for the 

purpose., with respect to bonds secured in whole or in part 

by the account, of making payMent, when due, 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 9D-&-121 may be sold or 

exch.:lnyed for outstunding obligation!> issued under [sec_li.>n~ 

2 though 2BJ. The proceeds mdy be applied to the purchase, 

redemption, or payment of outstanding obliyations. Pending 

th~ application of the proceeds to the payment of 
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be invested as 

permitted in the 

the refunding 

obligations or in the trust agreement securing them. 

Section 21. Refunding obligations 

authority may provide for the issuance 

issuance. The 

of refunding 

obliqations to refund any obligations then outstanding that 

have been issued under [sections 2 through 28], including 

the payment of any redemption premium and any interest 

accrued or to accrue to the date of redemption of the 

obligations. The 

and other details• 

issuance of obligations, the maturities 

the rights of the holders• and the 

r i ']hts, duties~ and obligations of the duthority are 

qoverned by the appropriate provisions of [sections 2 

through 281 that relate to the issuance of obligations. 

Section 22. Tax exemption of bonds. Bonds issued by 

the authority under (sections 2 through 28] dOd their 

transfer and incomth including any profits made on their 

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

subdivision or other instrumentality of the state 9 except 

for inheritance, estate., and gift taxes. The uuthority is 

not required to pay recording or transfer fees or taxes on 

ins~rum~nts recorded by it. 

Section 23. Income tax deduction for land sale to 

~e~inning farmers. A landowner who sells land consisting of 

-14-
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80 acres or more to a be9innJng farmer at 9% or less 

interest on a long-term contract is entitl~d to a reduction 

in his taxable income in an amount equal to 100% of any 

income or capital gain, or both, realized and oth~rwise 

subject to state income taxes from the sale~ up to a maximum 

of $50,000, provided the transaction is first approved by 

the authority for this purpose. 

Section 2~. 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 no 

way impair the obligations of any agreement between the 

authority and the holders of notes and bonds issued by the 

authority. 

Section 25. Annual audit. The authority•s books and 

records ~ust be audited at least once each year by the 

legislative auditor or by a contract auditor as directed by 

the legislative audit com•ittee. The cost of the audit 

shall be paid by the authority. 

Section 26. Report. The department shall transmit to 

the governor and to each member of the legislature at least 

30 days before each regular legislative session a report: 

(1) detailing the operations of the agricultural loan 

authority program since the adjournment of the last 

legislaturei and 

(2) containing a financial statement showing the 
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program•s assets and liabilities. 

Section 21. Powers to be interpreted bro~dly. The 

po•ers enumerated in (sections 2 through 28] must be 

interpreted broadly to effectuate the purposes of the 

authority and ~ay not be construed as a liMitation of 

powers. 

Section 28. legislative review required. The 

agricultural loan authority program NUSt be reviewed by the 

le~islature at the third regular legislative session 

followinq the first sale of bonds under the provisions of 

(section 

continue. 

10] to determine whether the prograM should 

However, this section does not, in itself• 

terminate the program 9 and any existing commitments incurred 

by the authority are not affected by this review. 

Section 29. Codification instruction. (1) Section 1 

is intended to be codified as an integral part of Title l• 

chapter 15, part 30, and the provisions of Title z, chapter 

15, part l• apply to section 1. 

(2) Sections Z through 28 are intended to be codified 

as an integral part of Title ao, and the provisions of Title 

eo apply to sections 2 through 28. 

Section 30. Severability. If a portion of this act is 

invalid, all valid parts that are severable from the invalid 

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

one or more of its applications, the part remains in effe~t 
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STATE OF MONTANA 

FISCAL NOTE 

288-83 
REQUEST NO. 

Form BD·IS 

January 31, 
In compliance with a written request received ------- , 19 ~ , there is hereby submitted a Fiscal Note 
fur Senate Bill 316 pursuant to Chapter 53, Laws of Montana, 1965- Thirty-Ninth Legislative Assembly. 

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

of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

Senate Bill 316 helps farmers and ranchers obtain credit at lower interest rates for 
agricultural purposes; creates the Montana Agricultural Loan Authority; and provides 
for legislative review. 

ASSUMPTIONS: 

1) There will be 115 beginning farmers, each of which will purchase agricultural 
land in parcels of no less than 80 acres at 9% or less interest on a long-term 
contract. Each of these transactions will be approved by the Montana Agricultural 
Loan Authority. 

2) The average taxable income of each of the land sellers of assumption 1 without 
the proposed income tax deduction is $9,000, which is less than or equal to the 
realized annual gain from the sale of the land. 

3) The effective tax rate for Montana taxable income of the land sellers is 6.28%. 
4) The Office of Budget and Program Planning projection of income tax receipts for 

the 1984-1985 biennium is the basis for comparison. 
5) Agriculture loan authority members (8 persons) would hold a minimum of 4 meetings 

annually, with average total distance each meeting of 400 miles per member. 
6) Agriculture loan authority members hold meetings in Helena. 
7) Mechanics of bond issue and sale operations be contracted out. 
8) 2 FTE required to assist in administration of act as directed by "authority". 
9) Administrative costs based on percent of personal services. 
10) Act become effective October, 1983. 

FISCAL IMPACT: 

Expenditures: 

Personal Services 
Operations 
Equipment 
Administrative Costs 

FY 84 

$ 53,195 
32,994 

3,500 
8,280 

$ 97,969 

Continued 

FY 85 

$ 53,195 
37,600 

250 
8,280 

~·G~mL 
BUDGET DIRECTOR 

- . 

Office of Budget a~ Pr?'am Planning 

Date: 2... - 0 - ':5 
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Revenue: 

Individual Income Tax Collections 
Under Proposed Law $166.427M $175.459M 
Under Current Law 166.362M 175.394M 
Estimated Decrease $ {.065M) $ (.065M) 

General Fund 
Under Proposed Law $106.513M $112.294M 
Under Current Law 106.471M 112.252M 
Estimated Decrease $ (.042M) $ (.042M) 

School Foundation Program 
Under Proposed Law $ 41.607M $ 43.865M 
Under Current Law 41.591M 43.849M 
Estimated Decrease $ (.016M) $ (.Ol6M) 

Sinking Fund 
Under Proposed Law $ 18.307M $ 19.300M 
Under Current Law 18.300M 19.293M 
Estimated Decrease $ (.007M) $ (.007M) 

COMMENT: 

Section 23 of this bill affects the income tax as follows: 

"A landowner who sells land consisting of 80 acres or more to a beginning 
farmer at 9~ or less interest on a long-term contract 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 from the sale, up 
to a maximum of $50,000, provided the transaction is first approved by the 
authority for this purpose." 
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1 STATE"ENT OF INTENT 

2 SENATE BILL 316 

3 Senate Agriculture. livestock and Irrigation Committee 

4 

5 section 1. This statemen~ of intent is required by 

6 the r~lemaking authority granted to the Montana Agricultural 

1 Loan 4uthority in secti~ns ~ 9 a, and 9. 

8 Section z. I~ is the intent of the Legislature that 

q the Montana Agricultural Loan Authority adopt rules for the 

10 orderly handling and processinq of applications under the 

11 authority granted in this act to grant fdrm acquisition 

12 loans 3nd to arant loans under th~ second loan program. The 

n rules under section 8 are intended to be sufficiently 

l~ specific to allow for an objective determination Oy the 

15 OP.partMent of Agriculture of which applicants should receive 

16 a farm acquisition loan from the Authority. The same 

17 criteria should be established by rule for the second loan 

18 progra~ with special emphasis on need of the applicant and 

lQ the a~~l icant•s possible prospects for success. 

<O Sectfon 3. It is the specific intent of the 

21 L~gisl3ture that th@ Montana Agricultural Loan Authority 

2'2 shall coordinate all loans made pursuant to Senate Bill 316 

23 throu~h the Far-ner s !iome Admi ni strati on, the Production 

24 Credit lssociatlon, th~ Feder~l land Bank9 and private 

25 lenders, or some other similar organization or 
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orga~izations. The state director of the Farmers Home 

Administration has Indicated to the Sen~te Taxation 

Committee that the fHA could screen worthy applicants 9 

participate with a subordinated loan of its own• participate 

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

would include takinq care of any 1efau1ts in the event there 

are d~faults by either paying off the state in full or 

workinq with tne state, foreclosing on the farmland and 

immediately reselling it to apply the proceeds to the 

defauf ted 1 oan. It is the intent of the Legislature that 

this program coordinat~ with the Farmers Home Arlministration 

or other similar organizations incluoing private lenders to 

the maximum extent possible so that the ~ontana Agricultural 

Authority will not itself need to service the loan or take 

care ~f any defaults. 
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Approved by Co~ittee 
on Agri~ulture Livestock 
& Irrigation 

SENATE BILL ~0. 316 

l"'TROOUCEO BY TOWEt CONOVERt LANEt BOYLAN, BERG, 

> TIHATZ, onJSNERt SEVERSON, ECKt JACOBSEN, MOHAR, 

FULLER, SAUNDERS, CHRISTIAENSt KOEHNKE, 

Ro HANNING, HALLIGANt GRAHAM 

A BTL~ FOR AN ACT ENTITLED: "AN ACT TO HELP FARMERS AND 

RANCHHS OHTAIN CREDIT AT LOWER INTEREST RATES FOR 

AGRICULTURAL PURPOSES; TO CREATE THE MONTANA AGRICULTURAL 

LOAN AUTHORITY; TO PROVIDE AN INCOHE TAX DEDUCTION FOR 

CERTAr~ LAND SALES TO BEGINNING FARMERS; AND TO PROVIDE FOR 

LFGISLATIVE REVlEHo" 

~~EREA$ 9 obtaining sufficient financing to begin d farm 

or ranch operation in Montana is incr~asingly difficult; and 

~NEREAS, beqinninq farmers experience great difficulty 

in re~aying loans under hfgh Interest rates and with low 

market prices for agricultural products; and 

~~EREASt the aqrlcultural loan programs administered by 

the ~ontana Department of Agriculture are inadeQuate to meet 

the r~31 needs of the state; and 

WHEREAS, the federal Farmers Home Administration's farm 

ownersnip loan proqram is also inadequate to the real needs 

of the state; and 

~HEREAS, low interest rate financing for beqinning 
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farmers Is not available in the private sector; and 

~~EREAS, the value of family farms to the economic• 

social9 and political well-beinq of the state is worthy of 

legislative action and support. 

THEREFORE, it is the purpose of this act to assist 

beginning farmers with financial support and encouragement 

by makinq lo~ interest rate loans available to eligible 

farmers and by orovidlnq incentives to retiring farmers who 

sell their land to eligible beginning farMers. 

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

Section 1. Agricultural loan authority-- allocation 

composition-- quasi-judicial status. (1) There is an 

agricultural loan authority. 

{2) The authority consists of eight members, appointed 

by the governor as provided in 2-15-1Z4. The members shall 

be ~poointed as follows: 

{a) one officer from a commercial 1 ending institution; 

( b l one fruit far~er or vegetable farmer; 

(C) two livestock farmers; 

(d) two grain fanTlers; 

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

(f) one public member who is not engaqed in farming or 

affi1i~ted wj~h a com~ercial lending institution or farm 

credit association. 
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fJ.) The authority is desiqnatP-d a quasi-judicial board 

f"or piJrpo-ses of Z-15-124. 

f4) The authority is allocated to the department of 

agriculture for administrative purposes only as provided in 

Z-1!>-12:1• 

(5) In com:pliance with the state oay planp the 

departm@nt shall provide all staff and services to the 

authority which the authority in conjunction with the 

depart~ent de~ermines to be necessary for the purposes of 

administering the authority•s programs. The department 

shall assess the authority for reasonable costs. 

16) A member of the authority may not be considered to 

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

merely because the member is a stockholder. officer• or 

employee of a lending institution that may participate in 

the authority•s proqrams. 

Section 2. Short title. [Sections 2 through 28) may be 

cited as the "Montana Agricultural Loan Authority Act"• 

Section 3. Definitions. (1) As used in [sections 2 

throuqh 28]• thtt followi-ng. definitions apply; 

(a) •A:gricultural land• means land actively devoted to 

a~ri-c!Jitural usfl' as defined in 15-7-202. 

(b) •Authority" means the a-gricultura-l loan authority 

provided for in {sectton 1,]. 

(c) •rionds• means b·onds or bond antic i pt~~-c ion notes 
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issue~ by the authority under the provisions of [sections 2 

throuqh 28 ]• 

( 2) ~eferences 

or assets ~pply only 

generated Dy the 

to the authority•s property, revenues9 

to property, revenues, and assets 

Montana agricultur~l loan authority 

progr3m, not those owned or generated by any other program 

or property over which the authority exercises qeneral 

authority, direction. and control. 

Se~tion 4. Agricultural loan authority 

powers. The authority ~ay: 

general 

(l) retain professional cons~ltants and advis~rs; 

(2) adopt rules qoverning its procedures; 

(3) purchas~ agricultural loans made by findncial 

institutions; 

(4) issue bonds9 in accordance with [section lD]• 

necPss ary to provide fun,:t s · for ; '"P 1 ement i nq [ se·ct ions 2 

throuqh 2B); 

( 5) invest any funds generated by sale of bonds- in the 

permissible inves-t•ents outlined in 17-6-211 unti-l such tim~ 

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

fun·ct ions; and 

(b) use the assiStance and services of the f~rmers 

h:ome 3d0'1inistr·ation. the production credit associationt the 

feder::~l 1 and bank• or private 1 enders in approvIng lo-:rns for 

issuance of bOnds• 
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'S~ction 5. Loan agreements general provisions. 

(1) Each loan approved by the authority for Issuance of a 

bond nust include a loan agree~ent providing a payment 

sched.Jle that may not exceed 68 3.Q years. 

(2) The aqreement must specify a reasonable rate of 

interest, which rate may be a ~arlable rate provided the 

method of determination is contained in the loan agree~ent. 

(l) Loans approved by the authority for issuance of a 

bond ~ay be secured by any liens or collateral the financial 

institution considers necessary. 

(4) The money received under a loan agreement may be 

used for: 

(a) acquisition of far• or ranch land; 

(bJ a down payment on the acquisition of farm or ranch 

landi or 

(c)· acquisition or construction of depreciable 

pr~?erty used in the op~ration of a farm or ranch. 

Section f.:. rmmediate repayment• If an appl ican't who 

has ~btained the approval of the authority for the issuance 

o~ a bond to fund his loan for the acquisition of farm or 

ranch land s~l1s the land for which the loan was made to ~ny 

perso1 9 firm, or corporation other than his spouse., 

childr~nt or corporation wholly owned by them, the loan must 

be reDaid in fu11. 

Section 1. Qualifications of applicants. (1) To be 
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eligible for a loan approved by the authority for issuance 

of a bondt an applicant must: 

(a) declare his intention to maintain his residence in 

Montana durinq the length of the loan; and 

(b) nave been approved by a financial institution. 

(2) Applications for loans to be approved by the 

authority for issuance of bonds may be submitted by 

indivijuals• partnerships, associations, or joint ventures. 

All ~ersons involved in the application must meet the 

requirements of subsection (1). Corporations, as defined in 

35-l-102, may not apply. 

~ectfon A. Evaluation of applicants. (1) The 

authority shall by rule establish: 

(a) procedures and standards for evaluating 

applications for loans to be approved by the authority for 

issuance of bonds; and 

(b) • system for evaluating the app I i cants 9 

considering the following criteria: 

(il the aoplicant•s ne~ worth• which may not exceed 

S!~8yP98 ~~~Q1QQQ; 

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

{iii) the applicant's Inability to secure adequate 

finan~inq for purchdse of agricultural land from other 

sourcPs at an interest rate that will allow a reasonable 

p~ospect for reoaymenti 
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experience in 

(v) the app1 lcant•s prospects for succeeding in an 

agric•Jltural operation on the land proposed for purc-hase; 

and 

{vi) any other factors it may prescribe. 

(2} The authority shall select the best qualified and 

most deserving applicants from among those applying for 

approv~l of loans for issuance of bonds. 

(3) The authority may seek the advice of such lenders 

as the farMers home adm-inistration, the production credit 

association, the federal land bank, private lenders, or 

simi"lar organizations in Montana and coordinate its program 

through these organizations. 

Section 9. Purchase of loans. The authority may 

purchase loans and make advance commitments to purchase 

loans fro~ a financial institution at ~rices and upon terms 

and cJndition·s established pursuant to [sections 5 through 

8] and rules promulgated by the authority. 

S~ction 10. Issuance of bonds --credit of the state 

not pl~dged·. (1) The authority may issue bonds of the state 

of Mo'1tana in a principal a•oun't it deterllines· necessary to 

provide sufficient fund-s for ac-hievinq any- of the purposes 

of t~e Mon-tana aq-rfcultural loan autho-rity prograllt 

lnclurling the payment of Interest on bonos. establ ishntent of 
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reserves to secure the bonds9 and all other expenditures of 

the authority incident to the program. 

(2) Each issue of its bonds is an obl.iqation of the 

authority• payable out of any revenues. assets• or money 

gener;~ted by the t1ontana agricultural 1 oan authority 

oroQr"11l• The authority shall manage its loans so that the 

bonds are repaid by the revenue 9enerated by the program. 

The f~ll faith and credit and taxing powers of the state are 

not pledged for the payment of bonds issued Dy the authority 

under the provisions of (sections 2 through 28]• 

f3) The bonds must be authorized by resolution of the 

authority, bear a datet and mature at tl~es the authority 

dete-rT. i nes. A bond may not mature more th~n 60 y~ars from 

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

bonds payable in annudl installments or as term bonds or as 

a co~~ination thereof~ The bonds ot the authority may be 

sold at public or prJ_vate sale, at prices deter111ined by the 

authority. 

(4) The resolution shall specify: 

(a) the rate of inte-rest of the bonds; 

(b) the denomination o-f the bonds-; 

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

for~ and registration privileges. if any; 

(dt the manner and place of execution; 

(e) the manner, place• and mediu• of payment; and 
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fft the terms of redemption. 

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

time may not exceed $200 million. 

Section 11. Provisions of bond resolutions or trust 

indent~res. A resolution or trust indenture 3Uthorizing any 

bond~ or any issue thereof may contain provisions, which 

shall oe a part of the contract or contracts with the 

holders 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 9 subject to existing agreements with 

bondh~1de..-si 

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

authority., including ~ortqages and obligations securinq 

them, to secure the payment of the bonds; 

(3) specifying the use and disposition of the gross 

income from mortgag~s owned by the authority and payment of 

principal of mortgages owned by the authority; 

(4) the setting aside of reserves or sinking funds in 

the h~nds of trustees. oayinq agents• or other depositories 

a~d tne ~egulation and disposition of the reserves; 

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

sale of the bonds •nay b~ applied and the oledge of the 

proceeds to secure the payment of the bonds o~ of any issue 

there~f; 
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(&) limiting the Issuance of additional bondst the 

terms upon which additional bonds may be issued and secured• 

and t1e refunding of outstanding bonds; 

(7) specifying the procedure, if any, by which the 

terms of any contract with bondholders •ay b~ amended or 

abrog~ted. the amount of bonds the holders of which must 

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

given; 

(B) limitinq the amount of money to be expended by the 

authority for its operating expenses; 

(9) vesting in a trustee. as the authority determines, 

property~ riqhts, po~ers, and duties in trust; 

(10) defining the acts or failures to act that will 

constitute a default in the obligations ar1d duties of the 

authority to the bondholders and p~oviding for the rights 

and remediesy consistent with the laws of the state and the 

provl~ions of (sections 2 through 26]• of the bondholders if 

a default occurs, including as a ~atter of right the 

appointment of a receiver; ~~d 

(11) specifying any other matters that in any way 

aff~ct tne security or protection of the bondholaers. 

s~ctlon 12. Validity of pledge. A pledge made by the 

authority is valid and bindinq from the ti~e the pledqe is 

~ade. Th~ revenues or property pledged and thereafter 

recei~ed by the authority is immediately subject to the lien 

-10- SB 316 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

23 

24 

25 

SB 03lO:.fll2 

of the- pledqe W'ithout any physical delivery thereof or 

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

aoainst all parties havinq claims of any kind in tort• 

contract, or otherwise ~gainst the authority, irrespectiv~ 

of whether such parties have notIce thereof. The 

resolJtiony trust indenture, or any other instrument by 

which a pledge is created need not be recorded. 

~ection L3• Personal liability. The authority members 

and department members are not parsonally liable for any 

debt incurred by the authority. 

Section 14. Purchase of bonds cancellation. The 

authority. subject to existing agreements with bondholders. 

may fr~m any funds available for th~t purpose vurchase bonds 

of th~ authority, whtch shall .thereupon be canceled, at a 

orice not exceeding: 

(1) the current redemption price plus accrued interest 

to t~e next Interest payment thereon. if the bonds are then 

redee!n~bl ei or 

fZ) the redemption price applicable on the first date 

after purchase upon which the bonds become subject to 

redeMtion plus accrued interest to that date,.. if the bonds 

a-re no-t then red•e.aol e .• 

Sec--tion 15v• Trus-t ind-6At-ure. In t:he cHs-c.r.etioft of the 

auttmr-·i ty., t.mt· bonds. fl'tft¥--· m. secured·· by a. trus.t-· ind-ewt-w!l:e 

betwee, thi!!' authori"ty an-o-_· a COJ'poc'S.te>·U-..tee--,. wb·tcb' me-y be 
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a trust company or bank havinq the power of a trust company 

~ithi~ or without the state. 

Saction 16. Negotlabilf~y of bonds• Bonds issued by 

the authority are negotiable instru•ents under the Uniform 

CoRimerclal Code9 subj@Ct only to the provisions for 

registration of bonds. 

Section 11. Continuing validity of author;ty m~moers• 

signat-.Jres. If any authority me111ber whose signature appears 

on bonds or coupons ceases to b~ a memoer before the 

deliv~ry of the bonds9 his siqnature continues to De val io 

and s~fficient for all ourposes. 

Section 18. Accounts of the authority. There is an 

agricultural loan authority account in the bond proceeds and 

insur~~ce clearance fund provided for in 17-z-toz. ~11 

funds from thP. proceeds of bonds issued under [section5 2 

throu1h 28]9 fees and other money received by the authority,. 

money appropriated by the legislature for the use of the 

authority in ad~inisterinq [sections 2 through 28], and 

money made available from any other source for the use of 

the a~thnr;ty must be deposit~d in the agricultural loan 

authority account eJCcep-,t. as otherw-ise· pt:"oyl ded by 1 aw. A 11 

flfnds deposited in the agr: i cultural 1 oan author it:.,... accou,n-t 

are :ontfnuously appropriated to and may be_ expe.ndftel by the 

authority for th_e purposes a.ut.h-or i zed in [section$ 2 ttuou.gh 

28 ]• 

-1Z- SB 31f> 



3 

4 

5 

A 

? 

8 

q 

10 

11 

12 

13 

14 

1C, 

lb 

l7 

18 

19 

<(l 

2l 

22 

l3 

24 

25 

SB 0316/02 

~~ction 19. Reserve funds and appropriations. (1) The 

authority shall pay into one or more capital reserve 

dccounts any: 

(~) money appropriated and made available by the stat~ 

for the purpose of thP. fund; 

(o) proceeds of sale of bonds to the extent provided 

in try~ resolutions of the authority authorizing th~ir 

issua,ce or in any trust indenture securing their repayment; 

and 

fC) other money that may be available to the authority 

for the purpose of such a fund from any otner source. 

12) All ~mounts held in a capital re~erve account must 

be us~j solely for the oavment of principal, interest. and a 

r~demJtion premium witn resoect to honds secured in ~holP or 

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

wit~drawn at any time in an amount tnat reduces the amou~t 

of the account to less than the minimum cdpital reserve 

requirement estaoli~hed for the account except for the 

puroose. with resoect to bonds secured in whole or in part 

b~ th? ~ccount, of making payment~ when due, of pri~cip~l, 

i~terc·st, or redemption prPmiums for the payment of whic~ 

other mon~-,. pl~dged is not. avnilable. 

~action 20. Refunding obligations S<'!le. nefundinq 

ob1 i·~Ations Issued as prrJVide.J in 90-b-t21 may oe so1a or 

el(C~d"~"lea for outst-"'lnding obligations issued under [ 5ectinns 
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2 th~u;h 28]. The proceeds may be applied to the purchase, 

rPdem?tion, or paynent of outstanding obli~ations. Pending 

the appl icat.ion of the proceeds to the payment of 

outst~nding obligations, the proceeds 

provided in Title 17, chapter 6, 

may be invested as 

if permitted in the 

r0solution authorizing the issuance of the refundinq 

obligations or in the trust aqreement securing them. 

Section 21. Refunding obligations -- issuance. The 

authority may provide for the issuance of refundinq 

oblig3tions to refund any obligations then outstanding that 

have Je~n issued under r sectIons 2 through 28], i ncl udi ng 

the ~3yment of any 

accru~d or to a~crue 

redemption 

to the date 

premium and any interest 

of r~demption of the 

obl ig=ttions. The 

an~ ot~er details, 

issuan~e of obliq~tionsr the m~turitie~ 

the right~ ~f the holders, and the 

rights, du~ias, and oblig~tio~s of th~ authority are 

g0vern~d by the appr~priate provisions of (sections 2 

throur:n ZBJ t~at relate to the issuance of obliqations. 

~~ction 22. Tax exemption of bonds. Bonds issued by 

the Ju~h~rity under [sections 2 through 2~] and their 

tran~f~r Jnd income, includinq any profits made on their 

sale, ~re exempt from taxation by the state or dOY poli~ical 

subdivision or other ifistrumentality of the state, except 

for i1heritance 9 estat@, and gift taxes. The dUthority is 

not re1uired to pay recording or tr~nsfer fees or taxes on 
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instruDen~s recorded by lt. 

Section 23. Incoae tax deduction fO¥ land sale to 

b~g~nn.ing fana@rs. A landowner who sell-s land consisting of 

80 acres or ~ore to a beginninq farDer at 9% or less 

interest on a lonq-term contract is entitled to a reduction 

in his taxable incoae in an amount equal to 100% of any 

income or capital gaint or both• realized and otherwise 

subject to state income taxes from the sale 9 up to a maximum 

of $50•000., provided the transaction is first approved b-y 

the cuthority for this purpose. 

Section 24. Pledge against impair~ent of contracts. In 

accordance with the constitutions of the United States and 

the state of Montana-, the state pledges that it wi 11 in no 

way i'lt_Jair the obligations of any agreement between the 

authority ~nd the holders of notes and bonds issued by the 

authority. 

Saction 25. Annual audit. rhe authority's oooks and 

records must be aud;~ed at least once each year by the 

legislative auditor or by a contract auditor as directed by 

the legislative audit committee. The cost of the audit 

s~all be pa;o by the authority. 

section 26. Repot"t• Tihe dep-artment s.ha.ll transmit to 

"the govef'no.r and to eac:.b- ....eer o.f ti'M! 1 eg,i s.la.t.ure· at 1 east 

30 days be.fmre eaci1' re!trlH le.g..i.a.l.:ativ:e s.es.s..i.CNt a. _report: 

(l) de-ta~llng.,_ tha ope«aCiOftS. o"#. the agricu\.t.ura-1 loan 
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author-ity proqra1n since the adjournment of the last 

legislature; and 

(2) containinq a financial statement shuwinq 

proqr~n•s assets and liabilities. 

th<> 

~ection 27. Powers to be interpreted broadly. The 

powers enu~erated in [sections Z throuqh 28] mu5t be 

interor~t@d broadly to effectuate the purposes of the 

authority and may not be construed as a li•ftation of 

po~er~. 

Section 28. Legislative review required. The 

agricultural loan authority program •ust be reviewed by the 

legislature at the third reqular legisldtive session 

following the first sale of oonds under the provisions of 

[sectl~n 

continue. 

10) to determine wheth~r the program shoutd 

Ho•evP.rY this section does noty in itself~ 

termin=.tte the program. and any existing commitments incttrred 

by th~ authority are not affected by this review. 

S2ctlon 29. Codificdtion instruction. (1) Sec~ion 1 

is intended to be codified ~s an integral part of Title l~ 

chapt~r 15, part 30~ and the provisions of Title 2• chapter 

15• ~art 1, aoply to seetion 1. 

( 2) Section$ 2 through 28 are intended to be co·di f i e-d 

as a~ integral part of Title so. and the provisions o~ Title 

ao a~ly to sections z through 28. 

Section 30. Severability. If a portion O>f th'fs act· is 

-16- S8 316 
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1 inva'li d., all valid par-ts that are severable from the invalid 

2 part r~main in effect. If a part of this act is invalid in 

3 one or more of its appl icationst the part remains 1n effect 

4 in all valid applications that are severable from the 

5 invalij applications. 

-End-
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STAfEMENT OF INTENT 

SENATE BILL 316 

Senate ~griculturet Livestock and Irrigation Committee 

Section 1. This statem~nt of intent is required by 

the r~lemakinq authority granted to the Montana Agricultural 

Loan -uthority in sections 4t e. and 9. 

section 2. It is the intent of the Legislature that 

the Montana Agricultural loan Authority adopt rules for the 

ord~rly handling and processing of applications under th~ 

authority granted in this act to grant farm acquisition 

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

rules under section a are intended to be sufficiently 

specific to allow for ~n objective determindtion by tne 

Oep~rtment of Aariculture of which ~pplicants should receive 

16 a far~ acQuisition loan from the -uthority. The same 

17 criteria should o~ established by rule for the second loan 

lP progra~ with special emphasis on need of the applicant and 

Iq tne a~pl icant•s possible prospects for success. 

.!0 5ectfon 3. It is the spec i ftc intent of the 

21 L~gisl3ture that the Montana 4gricultural Loan Authority 

22 shall coordinat.e all lo~ns made pursuant to Senate Bill 316 

23 t-,rou~t1 the Far11ers 'iome Admi ni strati on, the Projuction 

t'.4 Credit -ssoci.=;rtion, thP Federal land Bank, ana private 

25 t'O!'nders, or some other similar organization or 
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Administration 

The 

has 

state director 

indicated to 

SB 316 

of the Farmers Home 

the S~n~te Taxation 

Committee that the FHA could screen worthy applicants, 

participate with a subordinated loan of its ownt participate 

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

woula include takin~ care of any defaults in the event there 

~re d~faults by either paying off the state in full or 

worki"lq with the state, foreclosing on the farmland and 

immediately reSelling it to apply the proceeds to the 

def~ulted loan. It is the intent of the Legislature that 

t~is program coordinate with the farmers Home Administration 

or other similar organizations including private lenders to 

the maximtJm extent possible so that the 1"0ntana Agricultural 

Authority will not it~elf need to service the loan or take 

care jf any defaults. 
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SENATE BILL NO• 316 

li\ITROOUCEO !IY TOHE• CONOVER• LANE• BOYLMh BERG. 

>TIMATZ. OCHSNER• SEVERSON• ECK• JACOBSEN• MOHAR• 

FULLER• SAUNDERS• CHRIST!AENS• KOEHNKE• 

Ro MANNING• HALLIGAN• GRAHAM 

A BIL~ FOR AN ACT ENTITLED: •A'I ACT TO HELP FARMERS AND 

RANCHHS OBTAIN CREDIT AT LOWE~ INTEREST RATES FOR 

AGiUCVLTURAL PuRPOSES; TO CREATE THE MONTANA AGRICULTURAL 

LOAN AUTHORITY; TO PROVIDE AN INCOME TAX DEDUCTION FOR 

CERTAIN LAND SALES TO BEGINNING FAR~ERS; AND TO PROVIDE FOR 

LEGISLATIVE REVIEW.• 

~rlEREAS• obtaining sufficient financing to begin a farm 

or ranch operation in Hontana is increasingly difficult; and 

t.:rlEREAS• beginning fanners experience great. difficulty 

in re1aying loans under hiqh Interest rates dOd with low 

market prices for aqricultural products; and 

~HEREAS• ~he aqricultural loan progra•s administered by 

the ·1::mtana Department of Agriculture are i radeQuate to meet 

th~ r~Jl needs cf the state; and 

W~ER~AS, the federal Farmers Home Administration's fa~m 

ownership loan proqram is also inadequate to the real needs 

of the state; and 

iii'MEREAS 9 low interest rate financing for heqinning 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2'1 

Ll 

22 

23 

24 

l5 

se 031&/02 

farmers is not available in the private sector; and 

H~EREAS, the value of family farms to the economic• 

social. and politlca1 well-being of the state is worthy of 

legislative action and support. 

THEREFORE, it is the purpose of this act to assist 

beginning farwers with financial support and encouragement 

by m~kinq low interest rate loans available to eligible 

farmers and Oy orovidfw~ incentives to retiring farmers who 

sell their land to eligible beginning farmers. 

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

Section 1. Agricultural loan authority -- allocation 

composition-- quasi-judicial str.1tus. (1) There is an 

aqric~ltural loan authority. 

(2) The authority consists of eight members 9 appointed 

by the governor as provided in 2-15-1Z4. The members shall 

be ~p~ointed as follows: 

( >) one officer from € commercial lending institution; 

(b) one fruit far~er or veyatable tarmeri 

(C) two livestock farmers; 

(d) two grain farmers; 

( e l one officer from a farm credit ~ssociati(')n; and 

(f) one public member who is not engdQ~d in farming or 

affiliated wi~h a commercial lending institution or tarm 

creCit as~oci~tion. 
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(3) The duthority is desiqnated 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 oay plan, the 

depart~ent shall provide all staff and services to the 

authority which the authority in conjunction with the 

depart-Ment detenni nes to be necessary for the purposes of 

administerinq the authority's orogra~s. The department 

shall assess the authority for reasonable costs. 

(6) A member of the authority may not be considered to 

have ~ conflict of interest under the orovisions of Z-2-ZOl 

merely because the me"ber is a stockholder, officer, or 

employee of a lending institution that may participate in 

the authority•s programs. 

Section 2. Short ti~le. [Sections 2 throuqh 28] may be 

cited as the •Montana Agricultural loan Authority Act•. 

Section 3. Definitions. (1) As u.sed in (sections 2 

throuqh 2B]Y the following definitions apply: 

(a) "Agricultural land• means land actively devoted to 

aqrlc•.Jltural US@ as defined in 15-7-202. 

(b) •Authority" ~ans the agricultural loan authority 

provided for- in [section 1]. 

(c) •Bonos• ~eans bonds or bond anticipa~ion notes 

-3- SB 316 
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issue1 by th@ authority under the provisions of [sections 2 

throuqh ZS]. 

(l) Refer~nces to the authority•s property, revenues• 

or assets apply only to property• revenues' and asset~ 

genera't.ed t>y the Montana agricultural loan authority 

proqr~m. not those owned or generated by Qny uther program 

or property over which the authority exercises general 

authorityy direction, ana control. 

Section 4. Agriculturel loan authority generdl 

powers. The authority may: 

rl! retain profes~ional consultants and advisers; 

(l) adopt rules governing its procedure~; 

(3) purchase agricultural loans mad~ by financial 

institutions; 

14) issue bonds, in accordance Nith (section 10]• 

necP.ssary to provide fun~s for i~plementinq [sections l 

throuqh 26]; 

15) invest any funds generated by sale of bonds in the 

permissible invest•ents outlined in 17-6-211 until Such timP. 

as the funds are needeo for any of the authority•s other 

functions; and 

(&) use th~? assistance and services of the fanners 

ho,ne 3dministration, the production credit associationy tht:.., 

feder~l land bank 9 or private lenders in approving loans for 

issuance nf bonds. 
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~3ction 5. Loan ag~eements -- general p~ovisions. 

(1) fach loan approved by the authority for issuance of a 

bond ~•ust include a loan agree"'ent provldlnq a payment 

schedJle that may not exceed &9 lU years. 

(2) The aQreement must specify a reasonable rate of 

interestt which rate may be a ~ariable rate provided the 

method of determination is contained In the loan aqree~ent. 

(J) Loans approved by the authority for issuance of a 

bond ?.ay be secured by any 1 iens or collateral the financial 

institution considers necessary. 

(4) The mone'f received under a loan agreement may be 

used for: 

(a) acquisition of farm or ranch land; 

(b) a down payment on the acquisition of far• or ranch 

land; or 

(c)· acquisition or construction of depreciable 

property used in the operation of a farm or ranch• 

Sect1on 6. Immediate repayment. If an applican~ who 

ha~ ~btained the approval of the authority for the issuance 

o~ a band to fu~d his loan for the acquisition of form or 

ranch land sells the land for which the loan was made to anv 

perso1" firm., or corporation other th~n his spouse. 

children, or corporation wholly owned by themw the loan must 

be re~aid in full. 

Section 1. Qualifications of applic3nts. (1) To be 
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eligible for a loan approved by the authority for issudnce 

of a bondt an applicant must: 

(a) declare his intention to ~aintain his residence In 

Montana durlnq the length of the loan; and 

(b) nave been approved by a financial institution. 

(2) Applications for loans to be approved hy the 

authority for issuance of bonds may ~e submitted by 

individuals, p~rtnerships• associations. or joint ventures. 

All ~ersons involved in the application must meet the 

~equirements of subsection (1}• Co~porations. as defined in 

35-1-102, may not apply. 

Section a. Evaluation of applicants. I l I The 

authority shall by rule est~blish: 

(a) procedures and standards tor ev.?~luating 

applications for loans to be approved by the authority for 

issuance of bonds; and 

(b) ' system for evaluating the "~PP I i cants. 

consirfering the following c1·iterL1: 

( i) the ao:>l icant•s net worth,. which may not_ exceed 

sr~e.~ee 1'201UOQ; 

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

(iii) th~ ap?licant•s inability to secure adequate 

finan~inq for purchdse of agricultural ldnd from other 

5nurcDS at ~n intere~t r~te thdt will allow a reasonable 

p~osp~ct for renaym~n~; 
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experience in 

(V} the appl icant•s prospects for succeedin9 in an 

agric~ltural operation on the land proposed for purchase; 

and 

(vi) any other factors it may prescribe. 

(2) The authority shall select the best qualified and 

most deserving applicants from among those applying for 

approval of loans for issuance o£ bOnds. 

(3) The authority may seek the advice of such lenders 

as the farmers home administration, the production credit 

association• the federal land bank, private lenders, or 

siBJl~r organizations in Montana and coordinate its program 

through these organizations. 

Section 9. Purchase of loans. The authority may 

purchase loans and make advance commitments to purchase 

loans from a £inancial lnstitu~ion at ?rices and upon terms 

and c~nditions established pursuant to (sections 5 through 

8] and rules promulgated by the authority. 

>~ction 10. Issuance of bonds-- credit of the state 

not pl~dged. (1) The authority may issue bonds of the state 

of Mo1tana In a principal amount it determines necessary to 

provide 

of t:"le 

sufficient funds for achieving any of the purposes 

Montana agricultural loan authority program, 

inclu~ing the payment of interest on bonds• establishment of 
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reser~es to secure the bonds, anrl all other expenditures of 

the authority incident to the proqram• 

(2) Each issue of its bonds is an ooliQation of th~ 

aut~orityt payable out of any revenues. assets. or money 

gener~~ed by the Montana agricultural loan authority 

progr3~• The authority shall manage its loans so that the 

bonds are repaid by the revenue generated bt tne progrdm• 

The fJll faith and credit and taxing powers of the state ar@ 

not pl~dged for the payment of bonds issued oy the authority 

under the provisions of [sections 2 througn l6]• 

f3} The bonds must be authorized by resolution of the 

authority• bear a date 9 and mature at times the authority 

deter'f'l i nes. A bond may not mature ~ore th~n 60 years from 

the date of i~s issue. The bonds may be iss~ed as serial 

bonds payable in annual installments or as term bonds or dS 

a comJination thereof. The bonds of the authority may be 

sold at public or private sale. at prices determined by the 

authority. 

(~) The resolution shall specify: 

(a) the rate of interest of the bonds; 

(b} the denomination of the bonds; 

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

form and registration privileges9 if any; 

(d) the manner and place of execution; 

(e, the manner. place. and medium of paymenti and 

-8- sa 316 



I 

2 

3 

4 

5 

b 

7 

~ 

9 

10 

11 

12 

13 

14 

15 

16 

11 

18 

19 

£:0 

21 

2? 

23 

24 

2S 

SB 0316/02 

(f) the terms of redemption. 

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

time may not e~ceed $200 million. 

Section 11. Provisions of bond resolutions or trust 

ind@ntures. A rP.solution 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 

holde~s thereof, as to: 

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

property of tre authority to secure the payment of the bonds 

or any Issue thereof, subject to existing agreements with 

bondh~1ders; 

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

authortty• including ~ortgages and obligations securing 

them, to secure thB pay~ent of the bonds; 

(3J 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; 

(4) the settinq aside of reserves or sinking funds in 

the h~nds of trustees. oaying agents, or other depositories 

a~d th? regulation and disposition of the re5ervesi 

(5) limiting the purpose ~o which the proceeds of thP 

:;o<:~le of the bonds may b~ applied and the pledge of the 

proce~as to secure the payment of the bonds or of ~nv issue 

there'Jof; 
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(6) 1 intiting the issuance of additional bonds• the 

terms upon which additional bonds may be issued and secured. 

and t~e refunding of outstanding bonds; 

(7) specifying the procedure, if any, by which the 

terms of any contract with bondholders may be amended or 

abrog,ted• the a~ount of bonds the holders of which must 

conse~t thereto. and the manner in which such consent may be 

given; 

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

authority for its operating expenses; 

(qt vesting in a trustee, as the authority determines. 

propertY, rights, powers. and duties in trust; 

(10) defining ~he acts or failures to act that will 

constitute a default in the obli9ations and duties of the 

authority to the bon~holders and providing for the rights 

and remedies, consistent with the laws of the state ~nd the 

provir,ions of [sections 2 th~ough Z~)• of the bondholders if 

a· default occurs, includinq as a ~natter of right the 

appoi~tment of a receiver; and 

(11) specifying any other matters that in any Nay 

affect the security or protection of the bondholders. 

Saction 12· validity of pledge. A pledge made by the 

authority is valid and bindinq from the ti:ne the pledqe is 

!'hade. ThP rev~nues or property pledged and thereafter 

received by the authority is immediately subject to the lien 
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of th~ pledge without any physical delivery thereof or 

further act, and tne lien of any pledge is valid and bindinq 

aqainst all parties havlnq claims of any kind in tort, 

contract 9 or otherwise against the authority, irrespective 

of wh~th~r such parties have notice thereof. The 

resolJtion, trust indenture, or any other instrument by 

which a pledge is created need not be recorded. 

Section 13· Personal I iabil ity. The authority' members 

and department members are not parsonally liable for any 

debt incurred by the authority. 

Section 14. Purchase of bonds cancellation. The 

authority, subject to existing agreements with bondholders, 

may fr~m any funds available for that purpose purchase bonds 

of the authority, which [hall thereupon be canceled, at a 

price not exceeding: 

(1) the current redemption price plus accrued interest 

to the next fnter~st payment thereon, if the bonds are then 

redeein3ble; or 

(2) the redemption price applicable on the first date 

after purchase upon which the bonds become subject to 

redem~tion 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 may be secured by a trust Indenture 

betHeP., the authority and a corporate trustee, which may be 
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a trust company or bank having the power of a trust company 

~ithin or without the state. 

S~ction 16. Negotiability of bonds. Bonds issued by 

tha authority are negotiable lnstru~ents under the Uniform 

Com!fl'ercial Code• subject only to the provisions for 

registration of bonds. 

Section 17. Continuing validity of ~uthority memoers• 

signat~res. I~ any authority member whose signature appears 

on bonds or coupons ceases to be a memoer before the 

delivery of the bondst his signature continues to be vali~ 

and s~fficient for all purposes. 

Saction 18. Accounts of the authority• There is an 

agricultural loan authority 

insura~ce cleardnce fund 

account in th~ bona proceeds and 
( 

provided for in 11-2-102. All 

funds from th~ proceeds of bonds issued under [sections 2 

throu~h 28]? fees and other money received by the authority, 

money appropriated 'by the leqislature for the use of th~ 

authority in administerinq [sections 2 through Z8]9 and 

money made available from any other source for the u~e of 

the a~thority must be deposited in the aqricultural locn 

author i t.y account except as otherwIse provided by 1 aw. A 11 

funds deposited in the agricultural loan authorit.y 1ccount 

are :ontinuously appropriated to and may be expended by th~ 

authority for the purposes authorize~ in [sections 2 through 

2a l• 
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Section 19• Reserve funds and appropriations. (1) The 

authority shall pay into one or more capital reserve 

accounts any: 

(a) money appropriated and made available by the state 

for the purpose of the fund; 

(0, proceeds of sale of bonds to the extent provided 

in the resolutions of the authority authorizing their 

issua1ce or in any trust indenture securing their repayment; 

and 

fc) other •oney that may be available to the authority 

for the purpose of such a fund from any other source. 

(2) All amounts held in a capital t@serve account must 

be used solely for the payment of principal, interest., and a 

r~demption premium with resoect 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 that reduces the amount 

of the account to less than the minimum capital reserve 

requirement established for the account except for the 

purpose, with respect to bonds secured in whole or iD part 

by t.h~ r\CCount_, of making payment t when due, of pr inc i p~ 1' 

inter~st, or redemption premiums for the payment of which 

other ~oney pledged is not available. 

~ection 20. Refunding obligations-- s~le. Refunding 

obli~ations issuP-d as provided in 90-6-lZl may be ~old or 

ev:ct'td1-]eO for outstanding obligations issued under [sections 

-l. << 5'1. 316 
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2 th<>U3h 28 ]• The proceeds may be applied to the purchase, 

r~derrntion, or payment of outstandin9 obligations. Pending 

the application of the proceeds to the payment of 

out~t~nding obligations, the p~oceeds 

provided in Title 17, chapter 6~ 

resolution authorizing the issuance 

may 

if 

of 

be invested as 

permitted in the 

the refunding 

obligations or In the trust aqreement securing them. 

Section 21. Refunding obligations -- issuance. The 

authority ~nay provide for the i s·suance of refunding 

oblig3tions to refund any obligations then outstanding that 

ha11e t)een issued under (sections 2 through 28]~ including 

the ~ayment of any redemption premium and any interest 

accrued or to accrue to the date of redemption of the 

oblig~tions• The 

and o~her details~ 

rights., duties., 

g~verned by the 

issuance of obligations, the maturities 

the rights of t.he holders, ana the 

and obligatioDs of the authority are 

appropriate provisions of (sections Z 

throu~tl 2A] that relate to the issuance of obligations. 

Section 2l. Tax 

the auLhurity under 

tran5f2r ~nd income, 

exemption 

[sections 

of 

2 

bonds. Bonds issued by 

through 28] and their 

including any profits ~ade on th@ir 

sal {Jot are exempt fr-om taxation by the state or any pol i·tical 

subdivision or other instrumentality of the state., except 

for i~heritance, estatP 9 and gift taxes. The authof'"it:y is 

not required to pay recording or transfer fees or taxes on 

-14- 53 316 
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tnstru~ents recorded by it. 

Section 23. Income tax deduction for ldnd sale to 

b~ginning farmers. A landowner who sells land consisting of 

80 acres or ~ore to a begirining farmer at 9% or less 

inter~st on a lonq-term contrac~ is entitled to a reduction 

in his taxable i-nc0111e in an amount equal to lOO:t of any 

income or capital gain• or both• realized and otherwise 

subject to state income taxes from the sale, up to a maximum 

of $5o,ooo, provided the transaction is first approved by 

the aJthority for this purpose. 

Section 24. Pledge against impair~ent of contracts. In 

accord~nce with the constitution~ of the United States and 

the state of HontanaY the state pledges that it will in no 

way ion;>air the obligations of any agree111ent between the 

authority and the holders of notes and bonds issued by the 

authority. 

Section 25. Annual audit. The authority's books and 

records must be audited at least once each year by the 

legislative auditor or by a contract auditor as directed ny 

the legislative audit com•ittee. 

s~all be paid by the authority. 

The cost of the audi~ 

Section Z6. R~port. The department shall transmit to 

the governor and to each member of the legislature at least 

30 days before eacn ~egular legislative session a report: 

(1) detailing the operations of the agricultural loan 
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authority proqram since the adjournment of the last 

legislature; ~nd 

(21 containinq a financial statement showing 

progr~n•s assets and liabilities • 

ttl~ 

~ection 21. Powers to be inte~p~eted broadly. The 

powe~s enumerated in [sections 2 th~ough 281 must be 

interoreted broadly to effectuate the purposes of the 

authority and m~y not be construed as a limitation ot 

power~. 

Section 28. Legislative review required. The 

agricultural loan authority program must be ~eviewed by the 

legislature at the third regular legislative session 

following the first sale of bonds under the provisions of 

(sectiJn 

cant i r"J•Je. 

10) to determine ~hether the program should 

Howev~r, this section does not, in itself, 

t~r~in~te the proqram, and any existing commitments incurred 

by the authority are not affected by this review. 

S~ction 29. Coditic~tion instruction. (1) Section 1 

is intended to be codified as an integral part of Title 2, 

chapter 15t part 30y and the provisions of Iitle z, chapter 

159 rart 19 aoply to section 1. 

(2) Sections ? through 2B are intended to be codified 

as an integral part of Title ao, and the provisions o~ Title 

90 ap~ly to sections 2 through 28. 

Sec~ion 30. Seve~ability. If a portion of this act is 
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1 invalid, all valid parts that are severable from the invalid 

2 part r~main tn effect. If a part of this act is invalid in 

3 one ~r more of its applications, the part remains in effect 

4 in all valid applications that are severable from the 

5 invalid applications. 

-End-
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HOUSE SELECT COMHITTEE ON ECONO~UC DEVELOPMENT 

Anendments to Senate Bill 316, 
third reading copy (blue) 
March 24, 1903 

Strike: Senate Statement of Intent in its entirety 
Insert: 

"STA'l'EliENT Or INTENT 

Page 1 of 2 

Section 1. It is the specific intent of the legislature that 
the ~-1ontana Agricultural Loan Authority should operate in the same 
manner that the Iottla Loan Authority has operated for the last 13 
months in the state of I~Ta. Each loan is processed individually 
by a bank or other financial institution. The loans can be for 
farmland acquisition or for purchase or construction of depreciable 
property (farm equipment or farm buildings). The bank or other 
financial institution initially approves the loan and agrees to 
accept the credit risk. It then sends an application to the Montana 
Agricultural Loan Authority in the exact amount and the money is 
made available to fund the loan. 

Thus, the entire transaction is treated identical with any 
other bank loan to a farmer except that the bank or other financial 
institution is able to obtain municipal bond tax exemption for the 
interest income. The bank or other financial institution loan is, 
in effect, converted to a municipal bond and held in the bank's 
nunicipal bond tax-exempt portfolio. 

Section 2. It is the intent of the legislature that the Montana 
Agricultural Loan Authority created by this bill will not make direct 
loans. They vlill acquire existing loans already made and approved by 
a local financial institution only. It is also the specific intent 
of the legislature that the state of M.ontana would have no financial 
risk on any of these loans. ~7hoever purchases the bonds will take 
the full risJ.: that the loan that secures payment of each bond will 
be refJaid. 

Section 3. It is the specific intent of the legislature that 
the Montana Agricultural Loan Authority would charge a one time fee 
for issuing the bonds which fee shall not exceed the maximum amount 
authorized by the federal internal revenue code with regard to tax­
exempt bond issues. It is the intent of the legislature that the 
fee would be sufficient to pay the cost of bond counsel to review 
and approve each bond issue and all other administrative costs of 
the r.1ontana Agricultural Loan Authority. 

Section 4. 'rhis SLatcment of Intent is required by the rulemaking 
authority granted to the ~1ontana Agricultural Loan Authority in 
Section 4 and Section 0. Further, rules are contemplated for deter­
mining the procedure for granting approval by the r.lontana Agricultural 
Loan Authority and the procedure for verification by the Department 
of Revenue under Section 23~ 

HOUSE SELECT COIUUTTEE ON ECONO!.JIC DEVELOP~!ENT 

Amendments to Senate Bill 316, 
third reading copy (blue) 
.Harch 24, 19C3 

Page 2 of 2 

Section 5. It is the intent of the legislature that the Montana 
Agricultural Loan Authority adopt rules for the orderly handling and 
processing of applications under the authority granted in this Act 
to issue bonds secured by farm loans. The rules under Section 8 are 
intended to be sufficiently specific to allow for an objective de­
termination by the Montana Agricultural Loan Authority of which 
applicants should receive approval of farm acquisition bonds from the 
authority. The same criteria should be established by rule for 
depreciable property loans with special emphasis on the need of the 
applicant and the applicant's possible prospects for success. 

Section 6. The criteria for determining a bonafide beginning 
farmer in connection with the approval of the tax credit application 
by retiring farmers as provided in Section 23 shall be established 
by rule. The same requirements for establishing eligibility under 
Section 8 should be used under Section 23." 

AND AS lUIENDED 
BE CONCURRED IN 



HOUSE SELECT COMMITTEE ON ECONOMIC DEVELOPMENT 

AMENDMENTS TO SENATE BILL 316 
THIRD READING COPY (BLUE) 

(1) Page 2, line 15 
Following: "of" 
Strike: "eight" 
Insert: "nine" 

(2) Page 2, line 22 
Following: "association;" 
Strike: "and" 

(3) Page 2, line 23 
Following: line 22 

March 24, 1983 

Insert: "{f) the director of the department of agriculture; 
and" 

Renumber: subsequent section 

HOUSE SELECT COMMITTEE ON ECONOMIC DEVELOPMENT 

AMENDMENTS TO SENATE BILL 316 
THIRD READING COPY (BLUE) 

(1) Page 2, line 15 
Following: ''of" 
Strike: "eight'1 

Insert-: "nine" 

(2) Page 2, line 22 
Following: "association;" 
Strike: "and" 

(3) Page 2, line 23 
Following: line 22 

March 24, 1983 

Insert: 11 (f) the director of the department of agriculture; 
and" 

Renumber: subsequent subsection 
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SENATE BILL NO• 316 

I~TRODUCED BY TOW£o CONOVER, LANE, BOYLA~o BERGo 

STIMATZo OCHSNERo SEVERSON, ECKo JACOBSEN, MOHARo 

FULLER, SAUNDERS, CHRISTIAENS, KOEHNKEo 

R• HANNING, HALLJGANo GRAHAM 

A BILL FOR AN ACT ENTITLED: •AN ACT TO HELP FARMERS AND 

RA~CHERS OBTAIN CREDIT AT LOWER INTEREST RATES FOR 

AGRICJLTURAL PURPOSES; TO CREATE THE MONTANA AGRICULTURAL 

LOAN AUTHORITY; TO PROVIDE ~ INCO~E TAX DEDUCTION FOR 

CERTAIN LAND SALES TO BEGINNIN& FARMERS; AND TO PROVIDE fOR 

LEGISLATIVE REVIEW.• 

WHEREAS• obtaining sufficient financing to beyln a farm 

or ranch operation in Montana is increasingly difficult; and 

WHEREAS• beglnnlnq far~rs experience great difficulty 

in repaying loans under high Interest rates and with low 

market prjces for agricultural products; and 

""E~EAS, the agricultural loan proqrams administered by 

t~e r;o.1tc.na Department of Agriculture are inadequate t.o Jaeet 

the real needs of the state; and 

WHEREAS• the federal Farmers Home Administratlon•s far~ 

ownership loan proqram is also inddequate to the real needs 

of the state; and 

~HER~AS 9 low Interest rate financing for beginning 
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far•ers is not available In the private sector; and 

WHEREAS, the value of family far~s to the economic• 

socldl• and political well-being of the state is worthy of 

legisJative action and support• 

THEREFORE• it Is the purpose of this act to assist 

beginning farmers with financial suppor~ and encourage•ent 

by making low interest rate loans available to el lglble 

farmers and by providing incentlves to retiring farmer& who 

se11 their land to eligible beginning far~ers. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONT~NA: 

Section 1. Agricultural loan •uthority -- allocation 

composition-- quasi-judicial status. (1) There is an 

aqricultural loan authority. 

(2) The authority consists of e+~h~ ~LMf members, 

appoi~"~ted by the governor as provided In Z-15-124• 

members shall be appointed as fQllows: 

The 

I a) one officer fr.oiP a commercial lending ins.tltut:ion; 

(0, one fruit farmer or ve~etable farmer; 

let two 1 i'#estock farmers; 

(d) tNO grain farmers; 

(e) one officer from a farm credit association; ""d 
Ltl--Itif-Ol&f~IUB_Qf_~f_~b~~Of_&G&ltu~U&~UD 

fftLGl one public member who is not engaged in far~ing 

or affiliated with a commercial lending Institution or farm 

-2-
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credit association. 

[3J The· authority is designated a quasi-judicial board 

~or purposes of 2-15-124• 

('tl The aut-hority is allocated to the d"!>artment of 

agriculture 

Z-15-121. 

for adwtintstrat-I'Ve purposes on1y as- proYided In 

(5) In coapllance with the state pay pli>lh the 

departaent shall provid• all staff and services to the 

authority which the authority In conjunction with the 

depart•ent detet:"•l nes to be- necessary for the purposes of 

administering tha authority•s proyrams. The deperteent 

shall assess the au-thority for reason·ab1.e- costs. 

(6) A -lOber of the authority •ay not bl> considered to 

have a conflict of" interest unde'f'- the prov-J·slons of Z•Z-201 

•erelv because the ~r fs a stockholder. officer. or 

employee of a lending instlt~on that eay participate in 

the authority's progra~. 

Section z, Short title. (Sections 2 through ZS] may be 

cited as the •Montana Agricultural Loan Authority ACt•. 

section 3. Definitions. (1) As used in [sections 2 

through 28jo the following definitions apply: 

(a) •Agricultural land• aeans land actively devoted to 

agricultural use as defined In 15-7-l02. 

(bl •A•thorltv• eeans the agricultural loan authority 

provided for in (section 1)• 
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(c) •Bonds• aeans bonds or bood anticipation notes 

issued by the authority under the provisions of [sections Z 

through 28]. 

(2~ References to the authoritf•s property. revenues• 

or assets apply only to 

generated by the Montana 

property• revenues, and assets 

agricultural loan author! ty 

progra•• not those owned or genera~ad by any other program 

or property over vhlch the authority exercises general 

authority, direction, and control. 

Section 4• Agricultural 

powers. The authority may: 

loan •ut.hority general 

(1) retain profess-ional consultant$ and advisers; 

{2) adopt rules governing Its procedures; 

(3) purchase agricultural loans •ade by financial 

institutions; 

l~l Issue bonds• In accordance with [section 10]• 

necessary to provide funds for imple.enting [secti~ns 2 

through 28]; 

(5) invest any funds generated by sale of bonds in the 

permissible invest•ents outlined in 17-6-211 until such ti.a 

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

functions; and 

(6) use the assistance and ~ervices of the farmers 

home adalnistration, the production credit assocla•ion, the 

federal land bank• or private tenders in approving loans for 
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issuance of oonds. 

Section 5. loan 8greements -- general provisions. 

(1) Each loan approved by the authority for Issuance of a 

bond must include a loan agreement providing a payment 

schedule that may not e~ceed 68 lQ years. 

(Z) The agreement Must specl~y a reasonable rate of 

interest, which rat9 may be a variable rate provfdeO the 

method of de~ermlnation is contained In the loan agreeMent• 

(3) Loans approved by the authority for issuance of a 

bond ~ay be secured by any liens or collateral the financial 

institution considers necessary. 

(4) The money received under a loan agreement may be 

used for: 

(a) acquisition of farm or ranch land; 

(b) ~ down payment on the acquisition of far• or ranch 

lanrli or 

(C) acquisition or construction of depreciable 

property used in the operation of a farM or ranch. 

Section 6. Immediate repay•ent. If an applicant who 

nas o~t~incd the approval of the authority for the issuance 

of a band to fund his loan for- the ac.~uisltion of far-m or 

rancn 1an1 St111s the land for which the loan was made to any 

1-1erso1~ fiF"IRt or corporati·on other than his spouse, 

children, or corporation wholly own@d by them• the loan must 

be repaid in fulJ. 
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Section 1. Qualifications of appllcant6• (1) To be 

eligible for a loan approved by the authority for issuance 

of a bond, an applicant •ust: 

ta) declare Mls intention to maintain his residence in 

Honta~a during the length of the loan; and 

(b) have been approved by a financial institution. 

f2) Applications for lonns to be approved by the 

authority for issuance of bonds may be submitted by 

individuals, partnerships. associations, or joint ventures. 

All persons Involved in the application must ~eet the 

requirements of subsection {l)• Corporationsy •s de~lned in 

35-l-10l 9 n1ay not apply. 

Section s. Evaluation of applicants. Ill The 

authority shall by rule establish: 

(a) procedures and standards for evaluating 

applications for loans to be approved by the authority for 

i s-sun:'\Ce of bonds i and 

(b) a system for eval uati ag the applicants~ 

considering the following criteria: 

(il the a~dicant's net wo~th, which may not exceed 

ti58y&88 1Z~~QQQ; 

(ii) the aoplicant's access to livestock and machinery; 

(iII) the applicant's inability to secure adequate 

financing for pur~hase of ag~icultur3l land fro• other 

sourc~$ at an interest rate that will allow a reasonable 
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training and experience in 

(v) the appl icant•s pr.ospects f'or succeeding in an 

agrlcuttural operatiQO on the land ·.pr.oposed for pu..-chase; 

and 

(vi) any o~her factors it ~y prescribe. 

(21 The authorl'l:y shell sel1!Ct the best q~lified and 

110st deserv irlg app·t ic·ants f~OGJ among t·hose applying 'for 

approv.al of loans for is svance of bonds. 

(3) The authority-•ay seek the advice of such len4ers 

as the far-.ers hOlM! ad•1n i strat·ton-. the production credit 

assnciation. the fe~eral land bank, private lenders, or 

similar organiz2ltions in Montana and coordlnatu Its program 

through theSe organizations. 

Section 9. Purchase o~ loans. The authority may 

purchase loans and •ake advance coemit•ents to purchase 

loans fro• a financial Institution at pri~es and upon terms 

and conditions es~abllshed pursuant to [sections 5 th~ough 

8) and rules promulqdted by the authority. 

Section 10. Issuance of bonds -- credit of the state 

not pledged. (1) The authority •ay issue bonds of the state 

of Montana in a principal a.ount It determines necessary to 

provide sufficient funds for a·ctt"i-~ing any of the purposes 

of the Montana agrIcultural loan author-ity program, 
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including the payment of Interest on bonds• establishment of 

reserves to secure the bonds• and all other expenditures of 

the ~uthority incident to the progra~. 

(2) Each is5ue of its bonds is an obliqation of the 

authority, payable out of any revenue5• asse~s. or money 

gener~teo by the Montana agricu1~ural loan authority 

progr~m. The authority shall manage its loans so that the 

bonds are re~aid by the revenue generated by the program. 

The ~~11 faith and credit and taxing powers of the state are 

not pledged for the paym11nt of bonds issued oy the authority 

under the provisions of [s-ections 2 through 28]. 

(3) The bonds must be authorized by resolution of the 

authori~y. bear a date. and ~ature at tiMes the authority 

cteter•i nes. A bond .-ay not •ature 110re tha.n 60 years fr·om 

the date of its Issue. The bonds may be issued as serial 

bonds payable in annual installMents or ~s term bonds or as 

a comnination thereof• The bonds of the authority may be 

sold at public or private sale, at prices determined by the 

authority. 

(4J The resolution shall specify: 

(a) the rate of interest of the bonds; 

(b) the denomination of the bonds; 

{c) whether the bonds shall be In coUpon or registered 

for• and regi5tration privileges, if any; 

ld) the manner and place of executioA; 
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(e) the manner. placet and medlu• of paym~nt; and 

(f) the te~•s of redemption. 

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

time may not exceed t200 •illlon. 

$ectlon 11. Provisions of bond re~olutions or trust 

indentures. A ~esolution or trust indenture authorizing any 

bonds or any issue thereof ~y contain provisions, which 

shall be a part of the contract or contracts with the 

holders thereof• as to: 

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

property of th~ authority to secure the payaent of the bonds 

or any isswe thereof. s~bject to existing agreements wJth 

bondholders; 

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

duthority, including ~ortqages and obligations securing 

themw to secure tha pay~ant of the bonds; 

(3) ~pecifying the use and disposition of the gross 

income from MOrtgages owned by the authority and payment of 

prin~ipal of mortgages owned b~ the authurity; 

(~) the settin~ aside of reserves or sir.king funds in 

the ~ands of trusteesy paying agents, or other depositories 

and the regulation and djsposition of the reserves; 

(5) limiting the ourpose to ~hich the proceeds of tne 

5ale of th~ bonds may be applied and the pled9e of the 

proceeos to secure the payment of the bonds or of aflY Issue 
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t:.here?f; 

(6) ll•ftlng the issuance of additional bonds, the 

ter•s upon which additional bonds may oe issued and secured, 

and the refunding of outstanding bonas; 

t7J specif)'ing the procedure, i·f anr.. by which thP. 

ter~s of any contract wfth bondholders may be amended or 

abrogate~, the aaount of bonds the holders of which must 

conse~t theretot and th~ •anner in which such consent mar be 

given; 

(8) 1 i!lli.ting the amount of •oney to be expended by the 

authority for its operating expenses; 

(9J vesting in a trustee, as the authority determines. 

property,. rights, ~owers, and duties in trust; 

(10) defining the acts or failures to act that will 

constitute a default in the obligations and duties of the 

authority to the bondholders and providing for the rights 

and remedies. consistent with the laws of the state and the 

provisions of (sections Z through 28], of the bondholders if 

a default occurs, including as a mutter of right the 

dp?ointment of a receiver; and 

(11) specifying any other matters that in any way 

dff~ct the security or orot~ction of the bondholders. 

S~ction ll. ialidity of pledge. A pledge ~ade by the 

authority is valid and bindlnq from th~ time the pledge is 

made. The revenues or property p1ed~ed and thereafter 
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received by the authority is imwtediately "iubject to the 1 ien 

of the pledge ·Without any physical deljve~r thereof o~ 

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

against all p.arties having claims of any kind in t.ort, 

contract9 or otherwise against the authority, irrespective 

of -,hether such parties have notice thereof. The 

resolution. trust indenture, or any other instrument by 

which a pledge is crQated need not be recorded. 

Section ll. Personal liability. The autho~ity Members 

and depart•ent meMbers are not personally liable for any 

debt i~curred by the authority. 

Section 14· Purchase of bonds cancellatioa. The 

authority• subject to existing agreements wi~h bondholders, 

may fro• any funds a~ailable for that purpose purchase bonds 

of the authority, which shall thereupon be canceled, at a 

price not exceeding: 

(1) the current rede•ptlon price plus accrued interest 

to the next interes~ pay.ant thereon, if the bonds are then 

rede~able; or 

(Z) the redemption price applicable on the first date 

after purchase upon which the bonds beco•e subject to 

redemotion plus accrued interest to that date. f£ the bonds 

are not then redeemable. 

Section 15• Trust indenture. In the discretion of the 

authority, the bonos may be secured by a trust indeftture 
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betwe~n the authority and a corporate trustee, whfch ~ay be 

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

within or without the state. 

Section lb• Negotiability of bonds. Bonds i~sueo by 

the authority are negotiable lnstru~nts under the Uniform 

Com•erclal Code, subject only to the provisions for 

registration of bonds. 

Section 17• Continuing validity of authority members• 

slgnat~res. If any authority ~ember whose signature appears 

on bonds or coupons ceases to be a member before the 

delivery:ef the bond~• his signature continues to be ¥alid 

and sufficient for all purposes. 

Sectioft 18. Accounts of the au~hority. There is an 

agricultural loan authority account in the bond proceeds and 

insurance clearance fund provided for ~~ 11-2-102. All 

funds fro• the proceeds of oonds issued under [sections l 

throuah Z8) 9 fees and other money received by the authority, 

money appropriated by the legislature for the use of the 

authority In adMinistering (sections 2 through Z8]• and 

money nade available from any other source for the use of 

the 3UthorJty must be deposited in the agricultural loan 

authority account except as otherwise provided by law. All 

funds deposited in the agricultural loan authority account 

are continuouslv appropriated to and may be expended by the 

authority for the purposes authorized in [sections Z through 

-12- SB 316 



2 

3 

• 
5 

6 

7 

a 

q 

10 

11 

l2 

13 

14 

15 

16 

17 

16 

19 

£0 

21 

22 

23 

<4 

25 

SB 0316/03 

28 l• 

Section 19. Reserve funds and appropriations. (1) The 

authority shall pay into one or more capital reserve 

accounts any: 

(a) money appropriated and made available by the state 

for tne purpose of the fund; 

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

in the resolutions of the authority authorizing their 

issuance or in any tru5t indenture securing their repayment; 

and 

(C) other ~oney that may be available to the authority 

for the purpose of such a fund fro• any other source. 

(Z) All a~ount5 held in a capital reserve account must 

be U$Pd solely for the pay~ent of principal, interest. and a 

redeMDtfon premlu~ with respect to bonds secured in whole or 

in p~rt oy the account. Funds tn an account mar not be 

withdra11n at any time in an amount that reduces the amount 

of t.h~ account to less thc:ln the •ini111um capital reserve 

r•quirement established for the account except Tor the 

purposet with re~pect to bonds secured in whole or in p~rt 

by the accotJntt of :aakinJ pa1mentt when due, of principal .. 

inter~st, or re~emption premiums for the payment of whic~ 

other ~oney pledged is not avajldble. 

S0ction 2G. R~funding obli~ations --sale. Refundinq 

obliy3tions issued as provided fn 9n-~-121 may b~ s~td or 
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excha,;ed fo~ outstanding obligations issued under [sections 

2 tho~gh 28]. The proceeds may be applied to the purchase~ 

redemotlon~ or payment of outstanding obliqations. Pending 

ttle application of the proceeds to the payment of 

outst~ndln~ obligations, the proceeds ~ay be invested as 

pn:wid~d in Title 17t chapter 6~ if permitt:.ed in the 

resolution authorizing the issuance of the ~efundlng 

obligations or in the trust agreement securi~g the~. 

Section 21. Refunding obllgatiQOS -- issuance. The 

authority may provide for the issuance of refunding 

obligations to refund any obligations then outstanding that 

have been issued under (sections Z through 28]• including 

the payment of any redemption premium and any interest 

accrued or 

obligations. 

and :;ther 

to accrue to the date of redemption of the 

The issuance of obligatiOOSt the maturities 

det~i1s, the riqht~ of the holders~ and the 

rlyhtsr duties, and obligations of the authority are 

governed by the appropriate provision~ of (sections 2 

throu~n 2~] that relate to the issuance of ool igations. 

s~ction 22. Tdx exemption of bonds. Bonds issued by 

tha authority una0r (sectio11S 2 throu~h 28] ~nd their 

transfar and inco~e, including ~ny profits made on their 

~Jlet dr~ e~em~t from taxation by the state or any political 

SUbOiliSion or other instrumPntality of the state 7 ~xc~pt 

for i~heritancdt e~t~te, and qjft t3~~s. Th~ authority Is 
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not required to pay recording or transfer fees or taxes on 

instruments recorded by it. 

5ection 23. Inco~e ta~ deductiQn for land sale to 

beginning farm@tS• A landowner who sells land consisting of 

BO acres or more to a beginning farmer at 9' or less 

interest on a long-term contract is entitled to a reduction 

In his ta~abl~ Income in an amount equal to 100% of any 

income or capital gain, or both •. redlizad and ottlerwlse 

subject to state income taxes fro• the salet up to a •axJ•um 

of $SJ,000t provided the transaction is first approved by 

the authority for this purpose. 

Section 24. Pledge against iMpairment of contracts. In 

accordance with the constitutions of the UnitE-d States and 

the state of Montana• the state pledges that ft Ni11 in no 

way impair the obligations of any agreement between th@ 

authority and the holders of notes and bonds issued by the 

aut.hority. 

Section 25. Annual audit. The authority•s books and 

re<or~s •ust be audited at least once each year by the 

legislative auditor or by a contract auditor as directed by 

the legislative aualt co~~ittee. The cost of the audit 

shall be paid by the authority. 

~ection 26. Report. The department shall transmit to 

the go~ernor and to each Member of the legiSlature at least 

30 day~ before each regular legislative session a report: 
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(1) detailing the operations of the agricultur~l loan 

authority program since the adjournment of the last 

legislature; and 

12) containing a f i nanc i aT stat e!Rent 

progr~m•s assets and li3bflitles. 

Section 27. Powers to be 

powers enu11erated in [sections 

interpreted 

2 through 

showing th<' 

broadly. Th<' 

28] must b~ 

interpreted broadly to effectuate the purposes of tM 

authority and may not be construed as a liMitation of 

powers. 

Sectfon 28. Leglslat:ive review required• Tl'\e 

agricultural loan authority program must be reviewed by the 

legislature at ~he third regular leglslatl~e session 

follo~ing the first sale of bonds under the provisions of 

{section 10) to det-ert~ine whether the progra~ should 

continue. Howeyert this section doe-s not• in Itself~ 

termindte the program. and any existing co•mitment.s incurred 

by the authority are not affected by this revi~w. 

Sec'tion 29 .. Codification 1nstructiort. (1) Section 1 

is ill-tended to be codified as an integral part of Title 2• 

chapter !5t part 30, and the proyisfon5 of Title 2, chapter 

15, part 1, apply to section 1. 

(2) Sections 2 through 28 are intended to be codified 

as an integral part of Title ao. and the provisions of Title 

eo ap~ly to sections 2 through za. 
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1 Section 30. Severability. If a portion of this act is 

2 invalidt all valid parts that are severable fro~ th~ invalid 

3 part remain in effect• If a part of this act is invalid in 

4 one or ~ore of its applications, the part remains in effect 

5 in all valid ap~lications that are severable from the 

6 lnvali~ applications. 

-£:nd-
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