SENATE BILL NO. 316

INTRODUCED BY TOWE, CONCVER, LANE, BOYLAN, BERG,
STIMATZ, OCHSHER, SEVERSON, ECK, JACOBSEM, MOHAR,
FULLER, SAUNDERS, CHBRISTIAENS, KOEHNKE,

R, MANNING, HALLIGAN, GRAHAM

IN THE SENATE
January 28, 1983 Introduced and referred to

Committee on Agriculture,
Livestock and Irrigation.

January 31, 1983 Fiscal Note requested.
February 5, 1983 Fiscal Hote returned.
February 18, 1983 Committee recommend bill do

pass. Report adopted.

Statement of Intent attached,

February 19, 1983 Bill printed and placed on
members' desks.

February 21, 1983 Second reading, do pass.

February 22, 1983 Correctly engrossed,

February 23, 1983 Third reading, passed. Ayes,
463 Noes, 4, Transmitted to
House .,

IN THE HOUSE

February 28, 1983 Introduced and referred to
Select Committee on Economic
Development.

March 25, 1983 Committee recommend bill be

concurred in as amended.
Report adopted,

Statement of Intent rejected,

New Statement of Intent
atrached.



March 28, 1983

March 29, 1983

April 6, 1983

April 7, 1983

Second reading, concurred in.

Third reading, concurred in.

IN THE SENATE

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. Aves, 48; Noes, 1.

Sent to enrolling.

Reportad correctly enrolled,
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INTRODUCED BY
A BILL FOR AN ACT ENTITLED: ™AN ACT To ﬁéLP FARMERS AND
RANCHERS OBTAIN CREDIT AT LOWER INTEREST RATES
AGRICULTURAL PURPOSES; TO CREATE THE MONTANA AGRICULTURAL
LOAN AUTHORITY; TO PROVIDE AN INCOME TAX DEDUCTION FOR
CERTAIN LAND SALES TO BEGINNING FARMERS; AND TO PROVIDE FOR

LEGISLATIVE REVIEWS"

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

WHEREASy beginning farmers experience great difficulty
in repaying loans under high interest rates and with 1low
market prices for agricultural praoducts; and

WHEREASy the agricultural lcan programs administered by
the Montana Department of Agriculture are inadegquate to meet
the real needs of the state; and

WHEREASs the federal Farmers Home Administration's farm
ownership loan program is alse inadequate to the real needs
of the state; and

WHEREASs low interest rate financing for beginning
Farmers is not available in the private sector; and

WHEREASs the value of family farms to the economice

sacials and political well-being of the state is worthy of
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legislative action and supporte

THEREFOREy it is the purpose of this act to assist
beginning farmers with financial support and encouragement
by making low interest rate loans available to eligible
farmers and by providing incentives to retiring fFarmers who

sell their land to eligible beginning farmersa.

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

Section le Agricultural Joan authority —— allocation
=~ composition ~- quasi-judicial statusa (1) There is an
agricultural loan authority.

(2} The authority consists of eight memberss appointed
by the governor as provided in 2-15-124« The members shall
be appointed as follows:

(a) one officer from a commercial lending institutiong

{b) one fruit farmer or vegetable farmer;

{c) two livestock Farmers;

(d) two grain farmers;

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

(f) one public member who is not enqgaged in farming or
affiliated with a commercial 1lending institution or farm
credit associations

(3} The authority is designated a quasi-judicial board
for purposes of 2=~15-124a

{4) The authority is allocated to the department of

—-2-
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agriculture for administrative purposes only as provided in
Z2-15~121a

(5y In compiiance with the state pay planey 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 costsae

(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 member s a stockhelders officere or
employee of a lending institution that may participate in
the authority's programsa

Section 2. Short titles [Sections 2 through 28] may be
cited as the "Montana Agricultural toan Authority Act"e

Section 3., Dpefinitionse (1) As used in [sections 2
through 28]s the following definitions apply:

{a) ®Agricultural land™ means land actively devoted to
agricultural use as defined in 15-7-202.

(b} "Authority™ means the agricultural loan authority
provided for in [section 1].

{c) ™Bonds® means bonds or bond anticipation notes
issued by the authority under the provisions of [sections 2
through 28].

(2} References to the authority”s propertys revenuess

-
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or assets apply only to propertys revenuesy and assets
generated by the Montana agricultural Jloan authority
programe not those owned or generated by any other program
or property over which the authority exercises general
authorityy directiony and control.

Section 4. Agricultural loan authority -- generatl
powerse. The authority may:

(1} retain professional consultants and advisers;

{2) adopt rules governing its procedures;

{3) purchase agricultural loans made by financial
institutions;

{4) issue bondse in accordance wWith ([section 107,
necessary to provide funds for implementing [sections 2
through 2815

{5) invest any funds dgenerated by sale of bonds in the
permissible investments outlined in 17T-6-211 until such time
as the funds are needed for any of the authority®s other
functions; and

(¢} use the assistance and services of the farmers
heme administrationy the production credit associations the
federa land banks or private lenders in approving lo2ns far
issuance of bonds.

Section 5. Loan agreements -~— general provisions.
(1) Each lcan approved by the authority for issuance of a

bond must include a 1loan agreement providing a payment

—ly—
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schedule that may not exceed 60 yearsa

(2) The agreement must specify a reasonable rate of
interesty which rate may be a variable rate provided the
method of determination IS contained in the loan agreemente

{3} Loans approved by the authority for issuance of a
bond may be secured by any liens or collateral the financial
institution considers necessdrya

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

(a} acquisition of farm or ranch land;

{b}) a down payment on the acquisition of farm or ranch
land; or

fc) acquisition or construction of depreciable
property used in the aperation of a farm or ranche

Section 6. Immediate repayment. If an applicant who
nas abtained the approval of the authority for the issuance
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
persone firme or corporation other than his spouses
childrens or corporation wholly owned by themy the loan must
be repaid in fulla.

section 7T« gqualifications of applicantse (1) To be
eligible for a joan approved by the authority for issuance
of & bondy an applicant must:

{a) declare his intention to maintain his residence in
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Montana during the length of the lcani and

(P) have been approved by a financial institutione

{2) applications for Joans to be approved by the
authority for issuance of bonds wmay be submitted by
individuals, partnershipsy associationss or joint venturess
A1l persons involved in the application must meet the
requirements of subsection (1l)e Corporationss as defined in
35-1-1024 may not applye.

Section 8. Evaluation of applicantsa {1) The
authority shall by rule establish:

(a) procedures and standards for evaluating
applications for 1oans to be approved by the authority for
issvance of bonds; and

{b) a system for evaluating the appijcantse
considering the following criterisa

(i} the applicant®'s net worths which may not exceed
$150,000;

{ii) the applicant's access to livestock and machinery;

(iii) the applicant*’s inability to secure adequate
financing for purchase of agricultural land from other
sources at an interest rate that will allow a reasonable
prospect for repayment;

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

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

—-6—
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agricultural operation on the land proposed Ffor purchase;
and

{vi) any other factors it may prescribes

{2) 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 administrations the production credit
associations the federal 1land banky private lendersy or
similar organizations in Montana and coordinate its program
through these organizationsa

Section 9« Purchase of loanse The authority wmay
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 pledgede (1) The authority may issue bonds of the state
of Montana in a principal amount it determines necessary to
provide sufficient funds for achieving any of the purposes
of the Montapa agricultural Toan authority programe
including the payment of Interest on bondss establishment of
reserves to secure the bondse and all other expenditures of
the authority incident to the progran.

{2) Each issue of its bonds is an obligation of the

P,
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authoritys payable out of any revenuesy assetss or money
generated by the Mantana agricultural loan authority
programe The authority shall! manage its lcans so that the
bonds are repaid by the revenue generated by the programe
The full faith and credit and taxing powers of the state are
not ptedged 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 the
authorityy bear a dates and mature at times the authority
determinesa A bond may not mature more than 60 years from
the date of its issuee The bonds may be issued as serial
bonds payable in annual installments or as term bonds or as
a combination thereaf. The bonds of the authoraty may be
sold at public or private saley at prices determined by the
authoritys

{4) The resolution shall specify:

{a) the rate of interest of the bondsi

{b) the dencmination of the bonds;

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

(Jd)y the manner and place of execution;

{e) the mamnery placey and medium of paywent; and

{f) the terms of redemption.

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

time may not exceed $200 millions

B
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Section 11. Provisions of bond resolutions or trust
indentures. A resolution or trust indenture authorizing any
bands or any issue thereof may contain provisionss which
shall be a part of the contract or contracts with the
helders thereofs as to:

(1) pledging all or any part of the revenues or the
property of the authority to secure the payment of the bonds
or any issue thereofy subject to existing agreements with
bondholders;

{2) pledging all or any part of the assets of the
authoritys inctuding mortgages and obligations securing
themy 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 owned by the authority;

{4) the setting aside of reserves or sinking funds in
the hands of trusteesy paying agentss or other depositories
and the reguiation and disposition of the reserves;

{5} timiting the purpose to which the proceeds of the
sale of the bonds may be applied and the gpledge of the
proceeds to secure the payment of the bonds or of any issue
thereof;

{6} timiting the issuance of additional bondss the
terms upon which additional bonds may be issued and secureds

and the refunding of outstanding bonds;

~9=

10
11
12
13
14
15
16
17
13
19
20
21
22

23

25

LC 0z207/01

(7} specifying the procedures if any» by which the
terms of any contract with bondholders may be amended or
abrogateds the amount of bonds the holders of which must
consent theretoy and the manner in which such consent may be
given;

(8) 1limiting tha amount of money to be expended by the
authority for its operating expenses;

{?) vesting in a trustees as the authority determiness
propertyy rightss powersy énd duties in trusts;

{17) defining the acts or failures to act that will
constitute a default in the ebligations and duties of the
authority to the bondheolders and providing for +the rights
and remediesy consistent with the laws of the state and the
provisions of [sections 2 through 28)y of the bondholders if
2 default occurss Including as a matter of right the
appointment of a receiver; and

(11) specifying 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
authority is valid and binding from the time the pledge is
mades The revenues or property pledged and thereafter
received by the authority is immediaktely subject to the lien
of the pledye without any physical delivery thereof or
further acty and the lien of uny pledge is valid and binding

anainst al¥ parties having claims of any kind in torts
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contracty orF otherwise against the authoritys irrespective
of whether such parties have notice thereofes The
resolutions trust indenturer» or any other instrument by
which a3 pledge is created need not be recorded.

Section 13. Personal liabilitye The authority members
and department members are not personally liable for any
debt incurred by the authoritye.

Section 14, Purchase of bonds -- cancellatione The
authoritys subject to existing agreements with bondholdersy
may from any funds available for that purpose purchase bonds
of the authorityy which shall thereupon be canceleds at a
price not exceeding:

{1} the current redemption price plus accrued interest
to the next interest payment thercons if the bonds are then
redeemable; or

{2} the redemption price applicable on the first date
after purchase upon which the bonds become subject to
redemption plus accrued interest to that datey if the Obonds
are not then redeemablea

Section 15 Trust indenture. In the discretion of the
autheritys the bonds may be secured by a trust indenture
between the authority and a corporate trusteey which may be
a trust company of bank having the power of a trust company
#ithin or without the state.

Section 16« Negotiability of bondss Bonds issued by
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the authority are negotiable instruments under the Uniform
Commercial Codey subject only to the provisions faor
registration of bondsa

S5ection 17« Continuing validity of authority members®
signatures.s If any authority member whose signature appears
on bonds or coupons ceases to be a member before the
delivery of the bondse his signature continues tn be valid
and sufficient for all purposes.

Section 1B. Accounts of the authoritys. There is  an
agricultural loan authority account in the bhond proceeds and
insurance clearance fund provided for in 17-2-102. A}l
funds from the proceeds of bonds issued under [sections 2
through 28], fees and other money received by the authoritys
money appropriated by the ‘tegislature for the use of the
authority in administering |[sections 2 through 28]y and
money made available from any other source for the use of
the authority must be deposited in the agriculturas) loan
authority account except as otherwise provided by Tawe Al
funds deposited in the agricultural loan authority account
are continuously appropriated to and may be expended hy the
authority for the purposes authorized in [sections 2 through
287a

Section 1%. Reserve funds and appropriationse. (1) The
authority shall pay into one or more capital reserve

accounts any:
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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 oauthorizing their
issuance or in any trust indenture securing their repayment;
and

{c} other money that may be available to the authority
for the purpose of Such a fund from any cother source.

{2} A11 amounts held in a3 capital reserve account must
be used solely for the paymemt of principalsy interests and a
redemption premium with respect to bonds secured in whole or
in part by the accounte 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
purposes with respect to bonds secured in whole or in part
by the accounty of making payments when dues of principals
interesty or redemption premiums for the payment of which
other money pledged is not available.

Section 20. Refunding obiigations -— salee Refunding
obligations issued as proavided in 90-6-121 may be sold or
exchanged faor outstanding obligations issued under [sections
2 though 28} The proceeds may be applied to the purchases
redemptiony or payment of outstanding obliyationsa Pending

the application of the proceeds to the payment of
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outstanding obligationse the proceeds may be invested as
provided in Title 1Ty <chapter 69 if permitted in the
resolution authorizing the issuance of the refunding
obligations or in the trust agreement securing thema

Section 21. Refunding obligations ~— issuances The
authority may provide for the issuance of refunding
obligations to refund any obligations then outstanding that
have been issued under [sections 2 through 28]y including
the payment of asny redemption premium and any interest
accrued or to accrue to the date of redemption of the
obhligations. The issuance of obligationss the moaturities
and other detailss the rights of the holderss and the
rights, dutiess and obligations of the authority are
qoverned by the appropriate provisions of [sections 2
through 281 that relate to the issvance of obligationse.

Section 22« Tax exemption of bonds. Bonds issued by
the autharity under ({sections 2 through 28] and their
transfer and incomasy including any profits made on their
saley are exempt from taxation by the state or any political
subdivision or other instrumentality of the statey except
for inheritances estatey and gift taxes. The authority is
not required to pay recording or transfer fees or taxss on
instrumants recorded by ita

Section 23. Income tax deduction for land sale to

Seqginning farmers. A landowner who sells tand consisting of

14—
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80 acres or more to a beginning farmer at %% or less
interest on a long—-term contract is entitled to a reduction
in his taxable income in an amount equal tc 100% of any
income or capital gainy or boths realized and otherwise
subject to state income taxes from the sales uUp to a maximum
of 350,000y provided the transaction is first approved by
the authority for this purpose.

Section 24« Pledge against impairment of contractse In
accordance with the constitutions ef the United States and
the state of Montanas the state pledges that it witl 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 audite 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 by
the 1legislative audit committees The <cost of the audit
shall be paid by the authoritye.

Section 26« Reporte The department shall transmit to
the governor and to each member of the legislature at least
30 days hefore each regular legislative session a report:

(1) detailing the cperations of the agricultural loan
authority program since the adjournment of the last
Tegislature; and

{2) containing a financial statement showing the

-15-
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program®s assets and liabilitiess

Section 27, Powers to be interpreted broadly. The
powers enumerated in [sections 2 through 28] wmust be
interpreted breadly to effectuate the purposes of the
authority and may not be construed as a limitation of
powersa.

Section 2B. Legislative review requireds The
agricultural loan authority program must be reviewed by the
tegistature at the third reqular legislative session
following the first sale of bonds under the provisions of
[section 10] to determine whether the program shouild
continuee Howevers this section does nots in Jtselfs
terminate the programs and any existing coamitments incurred
by the authority are not affected by this reviews

Section 29. Codification i#nstructions (1) Section 1
is intended to be codified as an integral part of Title 2»
chapter 15» part 30y and the provisions of Title 2+ chapter
15y part l» apply to section ia.

{2} Sections 2 through 28 are intended to be codified
as an integral part of Title 80y and the provisions of Title
80 apply to sections 2 through 28a.

Section 30. Severability., If a portion of this act is
invalidy all valid parts that are severable from the invalid
part remain in effects If a part of this act is invalid in

one or more of its applicationsy the part remains in effect

-] &=
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STATE OF MONTANA

288-83
REQUESTNO, ___
FISCAL NOTE
EForm BD-15
in compliance with a written request received January 31, , 19 83 , there is hereby submitted a Fiscal Note

Senate Bill 316

for 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 Legisiature upon request.

DESCRIPTION OF PRdPOSED 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 FIE 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:

FY 84 FY B85

Expenditures:
Personal Services § 53,195 § 53,195
Operations 32,994 37,600
Equipment 3,500 250
Administrative Costs 8,280 8,280

$§ 97,969 $ 99,325
Continued t;;::i . !> yy1 ;Z
oy

BUDGET DIRECTOR

Office of Buagé;;ﬁdProé'ra_-rg Planning

2 -8

Date:




Revenue:

Individual Income Tax Collections

Under Proposed Law
Under Current Law
Estimated Decrease

General Fund
Under Proposed Law
Under Current Law
Estimated Decrease

School Foundation Program

Under Proposed Law
Under Current Law
Estimated Decrease

Sinking Fund
Under Proposed Law
Under Current Law
Estimated Decrease

COMMENT :

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

$166.427M
166. 362
§ _ (.065M)

$106.513M4
106.471M
5 (.042M)

$ 41.607M
41.591M
§_ (L016M)

$ 18.307M
18.300M

§ (.007M)

$175.459M
175.394M

§  (L065M)

$112.294M
112.2524
§  (.042M)

§ 43.865M
43,869

5§ (.016M)

$ 19.300M4
19.293M

$ (.007M)

"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."

FISCAL NOTE 10:BB/2

séile
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STATEMENT OF INTENT
SENATE BILL 316

Senate Agriculturey Livestock and Irrigation Committee

Section 1ls This statement of intent is required by
the rulemaking authority granted to the Montana Agricultural
toan Authority in sections &y 8y and 9.

Section Ze It is the intent of the Legislature that
the Montana Aaricultural Loan Authority adopt rules for the
orderty handling and processing of applications under the
authority granted in this act to grant farm acquisition
loans and to arant Yoans under the second loan program. The
rules wunder section 8 are intended to be sufficiently
specific to allow for an objective determination by the
Department of agriculture of which applicants should receive
a farm acquisition loan from the Aﬁthority. The same
criteria should be astablished by rule for the second loan
progran with special emphasis on need of the applicant and
the asplicant®s possible prospects for successa

Section 3. It is the specific intent of the
Lagislature that the Hohtana Agricultural Loan Authority
shall coordinate all loans made pursuant to Senate Bill 316
throulht the Farmers Home Administrations the Projuction
Credit Associations the Federal Land Banky and private

lendersy or some other similar organization or
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organizationse The state director of the Farmers Hope
Administration has indicated to the Senate Taxation
Committee that the FHA could screen worthy applicants,
participate with a subordinated Joan of its owns participate
with a oquaranteed Yoan, and fully service the laan. This
would incltude taking care of any <defaults in the event there
are d=faults by either payving off the state in full or
norking with the statey foreclosing on the farmltand and
immediately reselling it to apply the proceeds to the
defaulted loan. 1t is the intent of the Legislature that
this program coordinate with the Farmers Home Administration
or other similar organizations including private lenders to
the maximum extent possible so that the Montana Agricultural
Authority will not itself need to service the loan or take

care >f any defaults.
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SECOND READING
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Approved by Committee
on Agrivulture Livestock
& Irrigation

SENATE BILL NO. 315
INTRODUCED BY TOWEy CONOVERs LANEs BOYLANe BERGy
5TIMATZy OCHSNERe SEVERSONe FCKy JACOBSENs MOHARS
FULLERy SAUNDERSy CHRISTIAENSs KOEHNKE

Re MANNINGy HALLIGANs GRAHAM

A BTL. FOR AN ACY ENTITLED: AN ACT 7O HELP FARMERS AND
RANCHERS OBTAIN CREDIYT AT LOWER INTEREST RATES FOCR
AGRICULTURAL PURPODSES; TO CREATE THE MONYANA AGRICULTURAL
LOAN AUTHORITY: TO PROVIDE AN INCOME TAX DEDUCTION FOR
CERTAIN LAND SALES TO PEGINNING FARMERS; AND TQ PROVIDE FQR

LEGISLATIVE REVIEH."

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

WHEREASy beginning farmers experience great difficulty
in repaying loans under nhigh interest rates and with Jlow
market prices for agricultural products; and

*HEREASy the agricultural loan programs administered by
the Montana Department of Agriculture are inadequate to meet
the rzal needs of the state; and

WHEREASs the federal Farmers Home Administration®s farm
ownersnip Yoan program is also inadequate to the real needs
af the state; and

WHEREASy lOow interest rate financing for beginning
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farmers is not available in the private sector; and

WHEREASy the value of Ffamily farms to the economice
sociale and political well-being of the state is worthy of
legislative action and supporte.

THEREFOREy it is the purpose of this act to assist
beginning farmers with financial support and encouragement
by making low interest rate 1loans évai1able to eligible

farmers and by providing incentives to retiring farmers who

sell their land to eligible beginning farmerse

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

Saction 1. Agricultural 1loan authority -- allocation
-~ composition -- quasi-judicial status. (1) There is an
agricultural loan authoritys

{2) The authority consists of eight membersy appointed
by the governor as provided in 2-15-124. The members shall
be appainted as follows:

[2) one officer from a commercial lending institutions

{b) one fruit farmer or vegatable farmer;

(c) two livestock farmers;

(d) tné grain farmers;

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

{f} one public member who is not engaqed in farming or
affiliated with a commercial lending institution or farm

credit associations

-2~ 3B 316
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(3) The authority is designated a gquasi~judicial board
for purposes of 2-15-124.

t4) The authority is allocated t¢ the department of
agricutture for administrative purposes only as provided in
Z2-1%5-121.

(5) In compliance with the state pay plans 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 oprogramss The department
shall assess the authority for reasonable costse

16) A member of the authority may not be considered to
have 3 conflict of interest under the provisions of 2-2-201
merely because the member is a stockholders officery or
employes of a lending institution that may participate in
the authority's programse.

Section 2s Short titlees [Sections 2 through 28) may be
cited as the "Montana Agricultural Loan Authority Act%.

Section 3. DNefinitionss (1) As wused in [sections 2
through 28jy the following definitions apply:

{a) ™Agricultural tand® means land actively devoted to
aariciltural use as defined in 15-7-202.

th) WhAuthority® means the agricultural lcan authority
provided for in [section l]a

{c) ™Honds" means bonds or bond anticipation notes
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issued hy the authority under the provisions of [sections 2
through 28]e

{2} References tn the authority®s propertys revenuess
or assets apply only to propertyes revepuéss and assets
generated by the Montana agricultural loan authority
pragrame not those owned or generated by any other program
or property over which the authority exercises genaral
authorityy directions and control.

Seetion 4. Agricultural loan authority -- general
powers, The authority may?

{1} retain professional consultants and advisers;

(2) adopt rules governing its procedures;

{3} purchase agricultural 1Jloans made by financial
institutions;

(4) issue bondss in accordance with [section 123].
necessary to provide funds® for implementing [sections 2
through 2873 -

(5) invest any funds generated by sale of bands in the
parmissible investments cutlined in 17-5-211 until such time
as the funds are needed for any of the authority's other
functions; and

(6} usa the assistance and services of the farmers
home administrations the production credit associations the
federal land banks or private lenders in approving loans for

issuarice of bondse

e il SBp 31e
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Saction 5. Loan agreements -- general provisions.
(1) Each loan approved by the authority for issuance of a
tond nust include a loank agreement providing a payment
schedsle that may not exceed 68 30 vears.

{2) The aqreement must specify a reasonable rate of
interesty which rate may be a variable rate provided the
method of determination is contained in the loan agreement.

{3) Loans approved by the authority for issuance of a
bend ray be secured by any liens or collateral the financial
institution considers necessarye

(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 farm or ranch
landi or

{c)  acquisition or construction of depreciable
property used in the cperation of a farm or ranchs

Section &, Immediate repaymente If an applicant who
has ohtained the approval of the authority for the issuance
of a bong to fund his loan for the acquisition of farm or
ranciht Yand sells the tand for which the lcan was made to any
persony firme or corporation other than his spouses
childreny or corporation wholly owned by thems the loan must
be repaid in fulle

section T« Qualifications of appliicants. {1) To be

-5= 5B 316
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etigible for a loan approved by the authority for issuance
of a bondy an applicant must:

{a) declare his intention to maintain his resiogence in

Montana during the Yength of the loan; and

(b} nave been approved by a financial institution.

t2) Applications for loans to be approved by the
authority for issuance of bonds wmay be submitted by
inaividualse partnershipsey associationsy or joint venturesa
A1l oersons involved in the application must meet the
requirements of subsection (1)« Corporationses as defined in
35-1-102s may not apply.

Section Ae. Evaluation of applicantse (1) The
authority shall by rule establish:

(a) procedures and standards for avaluating
applications for loans to be aporoved by the authority for
issuaace of bonds; and

(b a3 system for evaluating the applicantss
considering the following criterias

(i} the applicant®s net worths which may not exceed
$1508y088 $22020003

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

(iii) the oapplicant's inability +to secure adequate
finanting for purchase of agricultural land from other
sources at an interest rate that will allow & reasonable

prospaect for renayment;

-6= 58 316
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fiv) the applicant"s training and experience in
agricaltures;

(vy the applicant®s prospects for succeeding in an
agricaltural operation on the land proposed for purchase;
and

{vi) any other factors it may prescribe.

{2} The authority shall select the best gualified and
most deserving applicants from among those applying for
approval of leans for issvance of bondsa

(3} The authority may seek the advice of such Yenders
as the farmers home administrations +the production credit
associationy the faderal Tand banks private lendersy or
similar organizations in Montana and coordinate its progranm
through these organizations.

Section 9« Purchase of toans+ 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 § through

- 8] and rules promulgated by the authoritya

Saction 10« Issuance of bonds -- credit of the state
not pladgeds {1} The authority wmay issue bonds of the state
of Montana In a principal amount it determines necessary to
provide sufficient funds for achieving any of the purposes
of the Montana agricultural Toan authority programs

including the payment of interest on bondse. establishment of
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reserves to secure the bondse and all other expenditures of
the auwthority inclident to the programe

{2) Each issue of its bonds is an obligation of the
authorityy payable out of any revenuess assetss or money
generated by the Hontana agricultural loan authority
proqrame The authority shall manage its loans so that the
bonds are repaid by the revenue generated by the programe
The fill faith and credit and taxing powers 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 the
authoritys bear 3 dates and mature at times the authority
detervinese A bond may not mature more than 60 years from
the date of its issue« The bonds may be issued as serial
bonds payabte in annual installiments or as term bonds or as
a comination thereofs The bonds of the authority may be
sold at public or private saley at prices determined by the
authoritye

{4) The resolution shall specify:

(a)}) the rate of interast of the bonds;

{b) the denomination of the bondsi

{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 manners places and medium of payment; and

—8- s8 316
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{f) the terms of redemptions

{5} The total amount of bonds outstanding at any one
time may not excead $200 millions

Section 11. Provisions of bond resolutions or trust
indentures. A resclution or trust indenture authorizing any
bonds or any issue thereof may contain provisionss which
shall be a part of the contract or contracts with the
holders therecfs as to3

{1) pledging all or any part of the revenues or the
property of the authority to secure the payment of the bonds
or any issue thereofs subject to existing agreements with
bondholders;

{2) pledging a¥l or any part of the assets of the
authoritys including mortgages and obligations securing
them, to secure the payment of the bonds;

t3) specifying the use and disposition of the gross
income from mortgages owned by the authority and payment of
principal of mortgages owned by the authoritys;

{4} the setting aside of reserves or sinking funds in
the nands of trusteesy pDaying agentss or other depositories
and tna regulation and disposition of the reserves;

(5) limiting the purpose to which the proceeds of the
sale of the bonds wmay bs applied and the opledge of the
procesds to secure the payment of the bonds or of any issue

theresfs
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(6) 1limiting the Issuance of additional bondss the
terms upon which additional bonds may pe issued and secureds
and the refunding of outstanding bonds;

(7) specifying the procedurey if anys by which the
terms of any contract with bondhclders may be amended or
abrogsteds the amount of bonds the holders of which must
ccnsent theretoe and the manner in which such consent may be
given;

{6} limitina the amount of money to be expended by the
authority for its operating expenses;

(9) wvesting in a trusteey, as the authority determinesy,
propertyy rightsy powerss and duties in trustj

{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 remediesSs consistent with the Taws of the state and the
pravisions of [sections 2 through 261y of the bondholders if
a default occurss including as a matter of right the
appointment of a receiver; and

{11} specifying any other matters that in any way
affect tne security or protection of the bondholaers.

Saction 12+ Vvalidity of pledges A pledge made by the
authority is walid and binding from the time the pledge is
mades The revenues or property pledged and thereafter

received by the authority is immediately subject to the lien

-10- S8 316



- > W N

o=

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

23

SB 0316702

of th® pledqge without any physical delivery thereof or
farther acte and the lien of any pledge is valid and binding
against al) parties having claims of any Kkind in torte
contracty or otherwise against the authoritys irrespective
of whether such parties have notice therecf. The
resolutions trust indentures or any other instrument by
which a pledge is created need nat be recorded.

Section L3« Persoral Viabilitye The authority mewbers
and department members are not parsonally liable for any
debt incurred by the authoritys.

Section l4. Purchase of bonds -~ cancellations The
authoritys subject to existing agreements with bondholderss
may from any funds available for that purpose purchase bonds
of tha authoritys which shall thereupon be canceledy at a
price not exceeding:

(1)7 the current redemption price plus accrued interest
to ihe néxt interest payment thereons if the bonds are then
redeemable; or

tz} the redemption price applicable on the first date
after purchase upon which the bonds become subject to
redemtion plus accrued interest tc that dates if the bonds
are not then redesmables

Section 1% Trust indentures In the discretion of the
authoritye the bonds may. be secured: by a trust indenture

between the authority and 3 corporate- trustee;. which nay be
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a trust company or bank having the power of a trust company
within or without the states

Saction 15. Negotlability of bondse Bonds issued by
the authority are negotiable instruments under the uUniform
Commercial Codes subject only to the provisions for
registration of bonds.

section 17« Continuing validity of authority m=moers®
signaturess If any authority member whose signature appears
on bonds or coupons ceases to be a memper before the
delivary of the bondse his signature continues to pe valia
and sufficient for all purposesas

Saction 1Be. Accounts of the authoritys There is an
agricultural loan authority account in the bond proceeds and
insurance clearance fund provided for in 17-2-102. A1}
funds from the proceeds of bonds issued under [sections 2
through 28]+ fees and other money received by the authoritys
money appropriated by the Jleqgislature for the use of the
autharity in administering [sections 2 through 26}y and
monay made available from any other source for the use of
the authoarity must be deposited in the agricultural Joan
authority account except as otherwise provided by laws All
funds depcsited in the agricultural loan auhhorify- agcount
are continuously appropriated to and may be expended by the
authority for the purposes authorized in {sections 2 through

287

-2~ S8 316
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S2ction 19« Reserve funds and appropriationse (1) The
authority shall pay into one or more capital reserve
accounts any:

{2) money appropriated and made available by the state
for the purpose of the fund;

(3] proteeds of sale of bonds to the extent provided
in th2 resolutions of the authority autharizing their
issuaice or in any trust indenture securing their repayment;
and

tc) other money that may be available to the authority
for the purpose of such a fund from any other source.

{2) A1l amounts held in a capital reserve account must
be usea solely for +he oayment of principais intereste and a
redemotion premium with respect to bonds secured in whole or
in part by the accounts Funds in an account may not be
withdrawn at any time in an amount tnat reduces the amount
of the account to Vess than the mintmum capital reserve
requirement estaclished for the account except for the
purposes wWith respect to bonds secured in whole or in part
by th: account, of making payments when dues of priacipaly
inter=sty, or redemption premiums for the payment of whicnh
other money pledged is not availabie.

smction 20« Refunding obligations -- sales Refunding
obligations issued as provided in 90-56-121 may be scld or

exchasrea for autstanding obligations issued under [sectians
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2 though 287 The proceeds may be applied to the purchases
redemtions or payment of outstanding cbligationss Pending
the application of the proceeds to the payment of
outstanding obligationsy the proceeds may be invested as
provided in Titte 17¢ chapter 6y if permitted in the
resclution  authorizing the issuance of the refunding
obligations of in the trust agreement securing themes

Section 2ie Refunding obligations == issuancee. The
authority may provide for the issuance of refunding
obligations to refund any obligations then outstanding that
have %een issued under [sectiens 2 through 23]y including
the 2Jayment of any redemption premnium and any interest
accrued or to accrue to the date of redemption of the
obligationss The issuance of abligationsy the maturities
and other detailsy the rights o»f the noldersy and the
rightsy dutieses and obligations cof the authority are
governz2d by the appropriate provisions of [sections 2
throunn 287 that relate to the issuance of obligationsa

Saction 22« Tax exemption of bondse Bonds issued by
the auchourity wunder [sections 2 through 23] and their
transfar  and  incomer  including any profits made on their
sales are exempt from taxation by the state or any political
subdivision or other instrumentality of the states except
for Jiaheritancey estate, and gift taxes. The authority is

not required to pay recording nr transfer fees or taxes on

-l4- 58 316
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instrurents recorded by ite

Section 23« Income tax deduction for land sale to
beginning farwerss A landowner who sells land consisting of
8¢ acres or more te a begi&ninq farmer at 9% or Jess
intersst on a long—term contract is entitled to a reduction
in his taxable income in an amount equal to 100X of any
income or capital gains or bothe realized and otherwise
subject to state income taxes from the sales up to a maximum
of $504000+ provided the transaction is first approved by
the asthority for this purposea

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

Sectien 25. Annual audits. The authority's opooks and
records must be audited at least once each year by the
legistative auditor or by a contract auditor as directed by
the Tegislative audit committees The cost of the audit
shall be paid by the authoritys

Section 25+ Reporte The department shalt transmit to
the governor and to eacty member of the legislature at least
30 days before eaciy regulag legislative session a report:

(L) detailing the operations. of the agricultural loan
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authority proaram since the adjournment of the last
tegistature; and

(?2) centaining a financial statement showing tne
progran®s assets and Yiabilities.

Section 27« Powers to be interpreted broadly. The
powers enumerated in [sections 2 through 28] imust be
interoreted broadly to effectuate the purposes of the
authority and may not be c¢onstrued as a limitation of
powers.

Section 28« Legislative review required. The
agricuttural loan authority program must he reviewed by the
tegislature at the third requltar 1legislative session
following the first sale of bonds under the provisions of
[sectian 1017 to determine whether the program should
continues Howeveres this section does noty in itselfs
terminzte the programs and any existing commitments incurred
by the authority are not affected by this reviews

Saction 29« Codification instructione (1) Section 1
is intended to be codified as an integral part of Title 2,
chapter 1%y part 30s and the provisions of Title 2y chapter
154 part ly 2oply to section 1.

(2) Sections 2 through 28 are intended to be codified
as an integral part of Title 80y and the provisions of Title
80 aprly to sections 2 through 23.

Section 30« Severabiltitys If a portion of this act is

-16- 58 316
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STATEMENT OF INTVENT
SENATE BILL 316

Senate Agricultures Livestock and Irrigation Committee

Section le This statement of intent s required by
the rulemaking authority aranted to the Montana Agricultural
Loan Authority in sections &y Be and 9.

Saction 2« It is the intent of the tegistature that
the Montana Agricultural Locan Authority adopt rules for the
orderly handling and processing of applications under the
authority granted in this act te grant férm acquisition
Toans and to arant loans under the second loan programe The
rules under section 8 are intended to be sufficiently
specific to allow for an objective determination by tne
Department of Aariculture of which applicants should receive
a farm acquisition lIvan from the Authoritye The same
criteria should be established by rule for the second 1loan
progran with specia) emphasis on need of the applicant and
the asplicant®s possible prospects for successs

section 3. It is the specific intent of the
Legistature that the Montana Agricultural Loan Authority
shall coordinate all! 1o2pns made pursuant to Senate 8il1l 315
throuzh the Farmers Yome Administrations the Production
Credit Associations the Federal Land Bankey and private

lenderse or some other similar organization or

11
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SB 3le

organizationss The state director of the Farmers Home
Administration has indicated to the Senate Taxation
Committee that the FHA could screen worthy applicantsy
participate with a subordinated 1can of its owne participate
vith a3 aquarenteed lo2ns and fully service the loana This
would inciude taking care of any defaults in the event there
are d>faults by either naying off the state in full or
working with the states foreclosing on the farmland and
immediately reselting it to apply the proceeds to the
defaulted loan. It is the {ntent of the tegislature that
this program coordinate with the Farmers Home Administration
or other similar organizations including private lenders to
the maximum extent possible so that the Montana Agricultural
Authority will not itself need to service the locan or take

care sf any defaults.

-2 -

THIRD READIHG

SE 3



48th Legislature

10

11

12

12

14

15

16

17

13

14

20

21

22

23

24

25

I/

S8 0316702

SENATE BILL NOe« 316
INTRODUCED BY TOWEy CONMOVERe LANE, BOYLANe BERGe
STIMATZy OCHSNERs SEVERSONs ECKe JACOBSENe MOHARSe
FULLERs SAUNDERSy CHRISTIAENSs XOEHNKESs

e MANNINGy HALLIGAN: GRAHAM

A BIL. FOR AN ACT ENTTTLED: ®AN ACT TD HELP FARMERS AND
RANCHERS DETAIN CREDIY AT  LOWER INTEREST RATES FOR
AGRICULTURAL PJRPDSES; TQ CREATE THE MDNTANA AGRICULTURAL
LOAN AUTHORITY; 7O PROVIDE AN INCOME TAX DEDUCTION FOR
CERTATN LAND SALES TO BEGINNING FARMERS; AND TO PROVIDE FOR

LEGISLATIVE REVIEW."

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

KAEREASs beginning farmers experience great difficulty
in rejaying loans under high interest rates and with low
market prices for agriculturadl preoductss and

HHEREASy the aqgricultural loan programs administered by
the “ontana Department of Agriculturz are iradeguate to meet
thz r2al needs of the state; and

WHERFASy the federal Farmers Home Administration's farm
oWnersnip loan program is also inadeguate to the real needs
of the state; and

¥HEREASy 1Oow interest rate financing for beqginning
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farmers is not available in the private sector; and

WHEREASy the value of Ffamily farms to the economice
sociale and pclitical well-being of the state is worthy of
legislative action and supporte

THEREFOREy it s the purpose of this act to assist
beginning farmers with financial support and encouragement
by making Jow interest rate 1loans available to eligible

farmers and by providing incentives to retiring farmers who

sell their land to eligible beginning Farmerse

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

Saction 1. Agricultural 1loan authority ~— allacation
== composition == quasi~judicial statuss (1) There is an
aqficu!tural Toan authoritye

(2y The authority consists of eight membersy appointed
by the governer as provided in 2-15-124. The members shall
be apoointed as follows:

{a) one officer from = commercial lending institution;

{by one fruit farmer or végetable farmer;

(c) two livestock farmers;

(d) two grain farmers;

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

{fy)y one public member who i not engaged in farming or
affiliated with a commercial lending institution or farm

crecit associationa

-2- 58 316
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(3) The authority is designated a gquasi-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} 1In compliance with the state pay plany the
department shall provide all staff and services to the
authority which the authority in conjunction with the
department deterwmines to be necessary for the purposes of
adainistering the authority®s oprogramsa The department
shall assess the authority for reasonable costs.

{6) A member of the authority may not be considered to
have 3 conflict of interest under the nrovisions of 2-2-201
merely because the mepber is a stockholdery officery or
employee of a lendingainstitution that may participate in
the authority®s proqrams.

Saction 2. Short titles [Sections 2 through 28] may be
cited as the WMontana Agricultural Loan Authority Act™.

Section 3. Definitionss (1} As used in [sections 2
through 2B]s the following definitions apply?

{a) YAgricultural land® means ltand actively devoted to
agricultural use as defined in 15-7-202.

(b) ™Authority" means the agricultural loan authority
provided for in [section 1]

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

-3- S8 316
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issuad by the authority under the provisions of [sections 2
through 28]Je

(2) References to the authority®s propertys, revenuesy
or assets apply only to propertys revenuess and assats
generated by the Montana agricultural Jloan authority
pragrams not those owned or generated by any other program
or property over which the authority exercises genaral
authority. directiony and control.

Sgction 4e Agricultural loan authority -- general
powerss The suthority may:

f1}) retain professional consultants and advisers;

(2) adapt rules governing its procedures;

(3) purchase agricultural loans made by financial
institutions;

{4) issue bendss in accordance with ({[sSection 131y
necessary to provide funds for implementing {sections 2
through 28135 .

{5) invest any funds generated by sale of bonds in the
permissible investments outlined in 17-6-211 until such time
as the funds are needed for any of the authority's other
functionss and

{5) use the assistance and services of the farmers
hoine administrations the production credit associatione the
fedaral land banke or private lenders in approving loans for

issuance of bonds.
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Saction S. Loan agreements -- general provisionse
{1) =ach loan approved by the authority for issuance of a
bond =xust include a loan agreement providing a payment
schedile that mady not exceed 68 1) vears.

{2} The aareement must specify a reasonable rate of
interests which rate may be a variable raté provided the
method of determination is contained Iin the lean agreement.

{3} Loans approved by the authority for issuance of a
bond may be secured by any liens or collateral the financial
institution considers necessarya

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

{a) acquisition of farm or ranch landj

{b) a down payment on the acquisition of farm or ranch
tand; or

(c) - acquisition or construction of depreciable
property used in the oparation of a farm or rancha

Saction 4. Immediate repayment. If an applicant who
has »obtained the approval of the authority for the issuance
of a bond to fund his loan for the acquisition of farm or
ranch 1and sells the land for which the loan was made to any
pPErsois firme or corperation other than his spouses
childrens or corporation wholly owned by themsy the lToan must
be recaid in full.

Section 7« Qualifications of applicants. (1) To be

—5- 58 316
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eligible for & loan approved by the authority for issuance
of a tands an applicant must:

{a) decltare his intention to waintain his residence In
Montana during the length of the loan; and

{b) nave been approved by a financial institution,

t2) Applications for 1loans +to be ap#roved by the
authority for issuance of bonds may be submitted by
indiviaualse partnershipse associationss or joint wventurese
A1l sersons involved in the application must mect the
requirements of subsection (1}« Corporationss as defined in
35-1-102y may not applye

Section A8+ Evaluation of applicaﬁts- (1) The
authority shall by rule establish:

(a) procedures and standards for evaluating
applications for lcans to be aporoved Ly the authority for
issuance of bonds; and

(Y a system for evatuating the applicantss
considering the fellowing cyiteriaz

(i} the applicant®s net worthe which may not exceed
53599000 525020005

(ii) the applicantts access to livestock and machinery;

{iii) the applicant®’s inability to secure adequate
finanting for purchase of agricultural %Yand from other
snurces  at An  interest rate that will allow a reasonable

prospact for rencayment;
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fiv) the applicant"s training and experience in
aaricilture;

{v)} the applicant®s prospects for succeeding in an
agricualtural operation on the land proposed for purchase;
and

{vi) any cther factors it méy prescribes

{2) The authority shall select the best gualified and
most desarving applicants from among those applying for
approval of loans for issuance of bondse

{3] The authority may seek tﬁe advice of such lenders
as the farmers home administrationy the production credit
associationy the federal land banky private lendersy or
similar organizations in Montana and coordinate its program
through these organizationse

Section 9« Purchase of loanss 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 authoritys

52ction 10. 1Issuance of bonds -- credit of the state
not plzdgede (1) The authority may issue bonds of the state
of Montana In a principal amount it determines necessary to
provide sufficient funds for achieving any of the purposes
of the Montana agricultural Yoan authority programs

includfing the payment of interest on bondss establishment of
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reserves to secure the bondss and all other expenditures of
the guthority incident to the proarame

{2y Fach issue of its bonds is an onligation of the
authoritys payatle out of "any revenues. assetssy or money
gaenerated by the Montana agricultural loan authority
progrfe The authority shall manage its 1oans so that the
bonds are repaid by the revenue generated by tne programa
The fi1l11 faith and credlt and taxing powers of the state are
not pledged for the payment of bonds issued by the authority
under the provisions of [sections 2 through Z8].

{3} The bonds must be authorized by resolution of the
authoritye bear a dates and mature at times the authority
determnineses A bond may not mature more than 60 years from
the daste of its issue. The bonds may be issued as serial
bonds payable in apnual installments or 3s term bonds or as
a comsination theresofe The bonds of the authority may be
so¥d at public or private sales, at prices determined by the
authoritys

(4) The resolution shall specify:

{a) the rate of interest of fhe bondss;

{b} the denomination of tha bonds;

(¢} whether the bonds shall be in coupon ar registered
form and registration privilegess if any;

(d) the manner and place of execution;

{e) the manners places and medium of payment; and

=g~ 54 3tré
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{f) the terms of redemption.

{5) The total amount of bonds outstanding at any one
time may not excead $200 million.

Section 1l Provisions of bond resolutions or trust
indentures. A resclution or trust indenture authorizing any
bonds or any issue thereof may contain provisionss which
shall be a part of the <contract or contracts with the
holdess thereofy as to:

(1) pledging all or any part of the revenues or thé
property of the authority tc secure the payment of the bonds
or any issue therecfs subject to existing agreements with
bondholiders}

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

{3) specifying the wuse and disposition of the gross
income from mortgages 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 hnnds of trusteess paying agentss or other depositories
ana the regulation and disposition of the reserves;

(5) limiting the purpose to which the proceeds of the
sale of the bonds wmay be applied and the pledge of the
proce=ds to secure the payment of the bonds or of any issue

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

(7) specifying the procedurey if anys by which the
terms of any contract with bondholders may be amended or
abrogateds _the amount of bonds the holders of which must
consent theretos and the manner in which sucn consent may be
given;

(&) UVimiting the amount of money to be expended by the
authoerity for its operating expenses;

{9) vesting in a trustees as the authority determiness
propertys rightsy powersy and duties in trust;

(10) defining the acts or fallures to act that will
constitute a default in the obligations and duties of the
author ity te the bandholders and providing for the rights
and remediesy consistent with the laws of the state and the
provisions of [sections 2 through 2#}s of the bondhotlders if
a default occursy including as a matter of right the
appointment of a receiver; and

(11) specifying any other matters that in any way
affect the security or protection of the bonahclderse.

Sa2ction 12« Validity of pledges A pledge made by the
authority is valid and binding from the time the pledge is
mades fhe revenues or property pledged and thereafter

recaived by the authority is immediately subject to the lien
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of th2 pledge without any physical delivery thereof or
further acty and tne lien of any pledge is valig and binding
against all parties having claims of any kind in torts
contracty or otherwise against the authoritys irrespective
of whether such parties have notice thereof. The
resclations trust indentures or any other instrument by
which 3 pledge i5 created need not he recorded.

Section 3. Personal liabilitye The authority members
and department members are not parsonally liable for any
debt incurred by the avthoritye

Section l4e Purchase of bonds -- cancellations The
authoritys subject to existing agreements with bondholderss
way from any funds available for that purpose purchase bonds
of the authoritys which chall thereupon be canceledy at a
price not exceedings?

(1) +the current redemption price plus accrued interest
to the next interest bayment thereany if the bonds are then
redeewmable; or

(2} the redemption price applicable on the firstr date
after puarchase upon which the bonds Dbpecome subject to
redemntion plus accrued interest tc that datee if the bonds
are not then redeemablee

Section 15« Trust indenture. In the discretion of the
authoritys the bonds may be secured by a trust Indenture

betwes1 the authority and a corporate trustee, which may be
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a trust company or bank having the power of a trust cospany
within or without the state.

Saction 16« Negotiabitity of bonds. Bonds issued by
the authority are negotiable instruments under the Uniform
Commercial Codes subject only to the provisions for
registration of bonds.

section 17. Continuing validity of authority members®
signatures. If any authority member whose signature appears
on bonds ©or coupons ceases to be a member before the
delivery of the Bondse his signature continues to be valid
and suofficient for all purposess

Saction 1Be. Accounts of the authoritys There is5 an
aqricultural 1oan authority account in the(bonu proceeds and
insurance clearance fund provided for in L7-2-102. A1}
funds from the proceeds of bonds issued under [sections 2
throuah 28], fees and other money received by the authoritys
money appropriated ‘by the legislature for the use of the
authority in administering [sectioens 2 through 24]. and
money made available from any other Source for the use of
the asthority must be deposited in the agricultural loan
authority account except as otherwise provided by lawe Al)
funds deposited in the agricultural lean authority account
are continuously appropriated to and may be expended by the
authority for the purposes authorized in [sections 2 throuagh

287
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Saction 19« Reserve funds and appropriationss (1) The
authority shall pay into one or more capital reserve
accounts any:z

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

{n} proceeds of sale of bonds to the extent provided
in the vresoclutions of +the authority authorizing their
issuaice or in any trust indenture secufing their repayments;
and

(c) other money that may be available to the authority
for the purpose of such a fund from anf other sourcee.

{2) AY1 amounts held in a capital reserve account must
be used scolely for the payment of principals interest. and a
rademption premium with respect to bonds secured in whole or
in part by the account. Funds in 2n account may not be
withdrawn at any time in an amount that reduces the amount
of the account to 1iess than the minimum capital reserve
requirement established for the account except for the
purposes with respect to bonds secured in whole or in part
bv tha accounty of making payments when dues of principale
inter=sty or redemption -premiums for the payment of which
other money pledged is not available.

saction 20. Refunding obligation% -~ sales Refunding
obligyations issued as provided in 90-6-121 may be sold or

exchayjeu for outstanding obligations issued under [ sections
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2 though 28]Je The proceeds may be applied to the purchases
redemdtiony or payment of outstanding obligations. Pending
the application of the proceeds to the payment of
outstanding obligationss the proceeds may be invested as
prévided in Title 17+ chapter &, {if permitted in the
resolution authorizing the issuance of the refunding
obligations ofF in the trust agreement securing them.

Section 21« Reaefunding obligations ~= issuance. Fhe
authority may provide for the issuance of refunding
obligations to refund any obligations then outstaﬁding that
have been issued under [sections 2 through 28)s including
the oayment of any redemption premium and any interest
accrued orf to accrue to the date of redemption of the
obligationss The issuance of obligationss the maturities
and other detailsy, the rights of the nolders,‘ ano  the
rightss dutiess and obligations of the authority are
gnverned by the appropriate provisions of [sections 2
throufiin 2B] that relate to the issuance of obligationse

Section 22 Tax exemption of bondse Bonds issued by
the authority under ({sections 2 through 28] an& their
transfzr and incomes inc1udin§ any profits made on their
saley are exempt from taxation by the state or any political
subdivision or other instrumentality of the states except
For inheritancey estate, and gift taxes. The authority is

not required to pay receording or transfer fees or taxes on
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instrunents recorded by ite

Section 23, Income tax deduction for lYand sale to
beginning farmerss A tTandowner who sells land consisting of
B0 acres or wore to a beginning farmer at 9% or less
inter=st on a long—term contract is entitled to a reduction
in his taxable income in an amount equal to 100%X of any
income or capital gains or boths realtized and otherwise
subject to state income taxes from the sales up to a maximum
of 350+000s provided the transaction is first approved by
the astherity for this purpose.

Section 24« Pledge against impairment of contractse In
§ccordance with the constitutions of the United States ana
the state of Montanar the state pledges that it will in no
wWway impair the obligations of apy agreement between the
authority and the holders of notes and bonds #issued by the
authoritye

Section 25. Annual audit. The authority®s books and
records must be audited at 11east once each year by the
legislative auditor or by a contract auditor as directed by
the 1leqgislative audit committees FThe 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 reqular legislative session a report:

(1) detailing the operations of the agricultural 1loan
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authority prooram since the adjournmént of the last
tegislature; and

(2} containing a financial statement showing the
prograats assets and Viabilities.

Section 27 Powers to be interpreted broadly. The
powers enumerated in [sections 2 through 28] must be
interoreted broadly to effectuate the purposes of the
authority and may not be construed as a limitation of
powers .

Section 28. Legislative review requireds The
agricultural 1oan authority program must be reviewed hy the
legislature at the third reqgular Jlegislative session
following the first sale of bonds under the provisions of
[sectian 10] to determine whether the program should
cantinuea. Howevers this section does notsy In itself,
terminate the programy and any existing commitments incurred
by the authority are not affected by this reviews

saction 29. Codification instructions (1) Section 1
is intended to be codified as an integral part of Title 2y
chapter 15, part 30s and the provisions of Title 2+ chapter
15+ part 1. apply to section l.

(2) Sections 2 through 28 are intended to be codified
as an integral part of Title 80y and the provisions of Title
80 aphly to sections 2 through 28.

Section 30. Severabilitye. If a portion of this act is
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HOUSE SELECT COMMITTEE ON ECONOMIC DEVELOPMENT

Anendments to Senate Bill 316, Page 1 of 2
third reading copy (blue)
March 24, 1983

Strike: Senate Statement of Intent in its entirety
Insert:

"STATEMENT OI' INTENT

Section 1. It is the specific intent of the legislature that
the Montana Agricultural Loan Authority should operate in the same
manner that the Iowa Loan Authority has operated for the last 13
months in the state of Towa. 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 egquipment 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
municipal 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 will 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 Montana would have no financial
risk on any of these loans. Vhoever purchases the bonds will take
the full risk that the loan that secures payment of each bond will
be repaid.

Section 3. It is the specific intent of the legislature that
the Montana Agricultural Loan Authority wonlé charge a cne 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 Montana Agricultural Loan Authority.

Section 4. This Statement of Intent is reguired by the rulemaking
authority granted to the Montana Agricultural Loan Authority in
Section 4 and Section 8., Further, rules are contemplated for deter=~
mining the procedure for granting approval by the Montana Agricultural
Loan Authority and the procedure for verification bv the Department
of Revenue under Section 23.

HQUSE SELECT COMMITTEE ON ECONONIC DEVELOPMENT

Amendments to Senate Bill 316, Page 2 of 2
third reading copy (blue)
March 24, 1983

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 Lean Authority of which
applicante 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 reguirements for establishing eligikility under
Section 8 should be used under Section 23."

AND AS AMENDED
BE CONCURRED IN



HOUSE SELECT COMMITTEE ON ECONOMIC DEVELOPMENT

AMENDMENTS TO SENATE BILL 316 March 24,
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

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 March 24,
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

1983

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

and”
Renumber: subsequent subsection
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STATEMENY OF INTENT
SENATE BILL 316
Senste-Agricutturevr-tivestock-and-¥rrigation-committee

HOUSE_SELECT _COMMIIXEE QN ECONOMIC, QEXELDPMENI

Seetion-~tv——Fhis-statenent-of-intent-~-r3--requisred--by
the-ratemaking-anthority-grented-to—the-Montano-Agricuttural
toon—tothority-tn-sectitons-4y-Bby—and-9v

Seetion——Rx—-ft--ta-—the-intent-of-the-tegistature—that
the-Hontana—Agrieuieural —toan-Antherity-adopt-rutes—for-—the
ordertp--handting--and-~processing-of-appircations—unter—tha
autherity—qranted-in-this--pet-~to--grant--farm--acqaisition
toony-and-to—gront-toena-under-the-second-tean-programe——-Fhe
rales- ~ander~—section-—~8--are--intendad--te--be-safficientty
specifie-to-attow-for--an--objective--determination--by——the
Beparenent—of-agricotture—of-whiech—apniicanta-shoutd-receive
a-~farm~-acguisition-~toan--from--the--intharitys——~Fhe-~-same
criteria-snoutd-bce—estobiizhed-by-rale-—for-the--second--toan
progran--with--special-emphosts-on-need-of-the-appirenant-and
the-anpireant:s-possihie~-prospecta-For-soccesar

Section———3v-—Et-~+a--the-~-specifie-~-¢ntent-+-of-~~the
begistatare-~tAst——the--Montana--Agricateural-Loan-Anthority
shati-conrdinate-sit-tosns-nede-pursaant-to-Senate~8433——336
throdgh--the-—Fernera-—Howe- —Administratrony——the-Production

Eredit-derocintiony-—the-~Faderal——tand--Banky-—-and--private
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Fuadersy~—-—or--~-seme——-opther-~-gtnitar—-orgonization———or
erganitationsv-=FThe--stote-~director--of-~the-—Farmners--Home
Administration-——has---itndicated-~——to——the=~Senunte~-Faxation
Committee-that-—the—-FHA-~coutd--screen-——-worthy--appiicantsy
partisipate—with~a-subordinsted-toan-of-ies-swny-participate
nith--a--guaardenteed--toany~-and-fulty-service-the-toany—-Fhis
neu*d-+nc%ude—teking—eafe—of-unyhdefau%ts-in-the*event—éhere
are-defanita-by-erther-paying--eff——the--state-—in——Ffutd-—or
working--with-——the--statey-~forectosing-—on-the-farmiand-and
Fmmedi stely-rezeiting--tt--to—-apply-—the~=proceeds—ss——the
sefaulted-——toeny-~Ft-—ita—=the—intent-of-the-tegistetore~that
thin-srogram—coordinote-with-the-Farrers—Home—Administration
or-othar-simitar-srgenizetions-inecluding-privote~—tenders-——ts
the-ganimgm-extant-possible-ao-that-the-mentana—agriculeurasd
Author tey—~witi-~not-itself-need-to-serviee-the-foan-or-take
cape-of-any-defaulttss

SECTION la 1T _IS _ TYHE _ SPECIELL . XNIENYT _ OF  THE
LEGISLATURE. _THAT, _THE_ MONIANA AGRICULTUBAL LOAN AUTHORIIY
SHOULD OPERATE__IN IHE _SAME. MASNER. _IdAI_ THE _JQWA__LOAN

AUTHOR ITY _HAS__OPERATED _FOR _JHE LASI. 13 _MONIHS.IN_ IHE SIAJLE
QE_lOwas_FACH LOAN 13 PROCESSEC_INDIVIDUALLY BY A _BANK OR
OIHER. _EINANCIAL. INSIIJUXIONs JHE LOANS CAN_BE FOR _FARMLAND
AGQUISITION OR_EOR_PURLHASE_ OR _CONSIRUCTION _OF DEFRECTADLE
PROPERIXY . (EARM _EQRUIPMENI__OR FaRM SUILQINGI)a_  JIHE EANK.U3
OQIMER_EINANCIAL_ INSTITUTION INITIALLY ABPROYES THE LQAN _AND

2= PEFCRENCE BILL
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BGREES__.I0. ACCEPY _TME_CREDIT RISKe _II. JHEN _SENDS. AN
APELICATIAN 10 THE MONIANA AGRICULTURAL _LOAN_ _AUTHOREIY. . IN
IHE _EXACT AMOUNT AND _THE MONEY_ IS MARDE_ANALLABLE XU FUND _THE
LOAN.

IHSe _TWE__ENIISE_ _IRANSACIION _IS TREAIED IDENTICALLY
SITH_ANY OTHER _DBANK LOAN_TO A EARMEE _EXCEPI IHAI THE RANK (R
OIHER_EINANCIAL INSTIYUTION IS_ABLE IQ DRTAIN MUNICIPAL BOND
IAX_EXEMPIION EOR THE INIFREST_ INGOMEs _IHE _DANK GR__OTHER
EXMANCIAL _INSIITUTION. . LOAN__XS» _IN EEFECTs CONVERTEO T0.A
MUNICIPAL_ BOND__AND. _HELD . IN :IHE. RANK'S. MUNICIPAL _POHD
IAX=EXEMEI. BOSIEOL10a

SECIION 211 XS._IHE INTENT QOF IHE LEGKSLATURE THATY
IHE MONTANA AGRICULTURAL LOAN AUTHORITY CREATED BY THIS EILL
WILL_NOY MaKE DIRECY LOANS. IT _MILL_ACQUIRE. EXISTING _LOANS
ALREADY _MADE _AND APPRONED BY A LOCAL _FINAMCIAL JNSTITUTION
ONLYa IT_ IS ALSD THE SEPECIEIC INIENI_QF IHE_LEGYSLATURE FHAT
IHME.STAYE DF _MONIANA WOULD HAVE NO_EIMAHCIAL RISK ON ANY. OF
IHESE. LOANSs WHOEVER. BURCHASES THE AQHDS WILL TAKE THE FULL
RLSK.THAL_THE LDAH_THAX_ SECURES.PAYMENWT OF EACH BOND W1ty BE
BEPAIDa

SECTION 34 _IT__IS. __YHE _SPECKEIC _ IMEENI . QF . YHE
LEGISLAIURE. THAL _ITHE_ MONTANA _AGRICULIURAL LOAN AUTHORIIY
MOULD. GHARGE. A _ONE-TIME_FEE_FOR ISSUING THE 20NOS_BHICH FEF
SHALL __NDT__EXCEED THE . #AXIMUM _AMOUNT_ _AUTHORIZED &Y THE
EEDERAL . INTERNAL REVENUE CODE WITH REGARD IO TAX-EXEMPT AQND
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ISSUESa 1X_X5_YHE _INXENI_OF THE _LEGISLATURE_ _IHAI _IHE _EEE
WOULQ-_BE__SUFEICIENT _I0__PAY THE _LOST_GF_QOND COUNSEL. X0
BREVIEW . AND__APPROVE F£ACH _BOND _ ISSUE__ AND_. ALl __ OQTHER
ADMINISTRATIVE . CQSIS__OF  THE__MONFANA.  _AGEICLULTUSAL _LDaN
AUTHIS LTI

SELTION. %a. IHIS STATEMENT OFf INTENT 15 _REQUIREQ_BY_IHE
RULEMAKING AUTHORITY CRANIED. X0 THE. MONTANA_ AGRICU/ TURAL
LQAN__AYTHORIYY _IN_ SECTION.%_A4Q SECTIDN. Sa EURT "2g RULES
SRE_CONTENMPLATED FOR DETERMINING IHE PROCEQURE FOR  CEANTING
APPROVAL . BY THE MUNIANA AGRICULIURAL_LOAN_AUTHORIT: ANO. THE
BROCEDURE _ELR YERIFILAIION BY_ THE _DEPARIMENY_ . DF  S:IIWE
UNOER. SECIION 23

SECTION 5. XT_ X5 THE INTENT OF THE_LEGISLAL. :.3dal
IHE_4QNIAK: AGRICULTYURAL QAN AUIBORIXY 2DOPYI BULES . ... HE
ORDERLY__HANDLING. _AND. _PROCESSING OF ABPLICA LONS Ul "R.THE
AUTHOREIY GRANIEDR IN THIS . ACY.TO_ISSUF_PONGS SECURED 2Y FARM
LOANS.  IHE__RULES. WUNQER..SECTIONM £ _ARF INIFNDED Td. BE
SUEELCIENTLY . SEECIERC . J0. . abliOe__ EQ8 . N OQJELTIYE
DETERKINATION BY THE MONIANA AGRICULIUBAL LOAN AGIHAOSIEY _OE

WHICH APRLICANIS, SHOULQ RECEIVE APPROVAL CE.CARNM_ACQUISTIION
Q0N8DS__EROB__THE _AUTHORITYs THE S5 CRITERIA . SHOULR.BE
ESIABLISHED BY RULE__FOR__DEPRECIAR.E._PROPERTY _LOANS _WITH
SBECIAL. EBPHASKS _ON  THE _NEEG GOF _THE _APPLICANT AND Tt
APPLICANI®S PGSSIBLE PROSPECTS _FOR_SUCCESS.

SECTION 6.  JHE CBITERIA FO2 DETERMINING _A_ DBONA__F£IDZ

—p
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BEGINNING _EARMER_IN_CONNECTIQN WIXH THE APPROVAL OF THE TAX
CREDIT__APPLICAIION _BY _REIIRING  EARMERS..AS__RROUYIDED _IN
SECIAON. .23, . SHALL. . BE_  ESTABLISHED _BY_ _RUiLEa_ THE _SAME
REQUIREMENIS EOR_ESIA®LISHING ELIGIAILLITY UNOFR_SECTION B
SHOULD_BE_USED UNDER SELIION 23
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SENATE BILL KO. 326
INTRODUCED BY TOWEs CONOVERy LANEs BOYLAM» BERGe
STIMATZy OCHSMERy SEVERSONe ECKy JACOBSEMs MOHARYe
FULLERy SAUNDERSs CHRISTIAENS: KOEHNKEs

Re MANNINGy HALLIGANs GRAHAM

A BILL FOR AN ACT ENTITLED: ™AN ACT YD HELP FARMERS AND
RANCHERS OBTAIN CREDIT AT LOWER [INTEREST RATES FOR
AGRICULTURAL PURPOSES; TO CREATE THE MONTANA AGRICULTURAL
LOGAN AUTHORITY; TO PROVIDE AN INCOME TaAX DEDUCTION FOR
CERTAIN LAND SALES TO BEGINNING FARMERS; AND TO PROVIDE FOR

LEGISLATIVE REVIEW.™

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

WHEREASy beginning farmers experience great difficulty
in repaying loans under high interest rates and wWith low
market prices for agricultural products; and

wrEREASy the agricultural loan programs administered by
the Moatana Department of Agriculture are inadequate to meet
the rzal needs of the state; and

WHEREASy the federal Farmers Home Administration®s farm
ownership loan program is also inadequate to the real needs
of the state; and

AHEREASy low Interest rate financing for beginning
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farmers is not available in the private sector; and

WHEREASy the value of family farms ta the economice
socialy and political well-being of the state is worthy of
legislative action and supporte

THEREFORE: it is the purpoase of this act to assist
beginning farmers with financial support and encouragement
by making low intarest rate locans available to eligible
farmers and by providing incentives to retiring farmers who

sell their land to eligible beginning farmers.

BE IT ENACTED B8Y THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Agricultural loan authaerity -- allocation
-~- composition —- quasi-judicial statuse. (1) There is an
agricul tural 1oan authoritye

{2) The authority consists of eight NINME memberss
appointed by the governor as provided In 2-15-124a The
members shall pbe appointed as follows:

{a) one officer from a commercial lending institution;

{b) one fruit farmer or vegetable farmers

fc) two livestock Farmersj

{d) two grain farmers;

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

(E}__IHE.QIBECIQR _OF IHE QERABIMENT .OF AGRICULIURE:. AND

£F3LG)l one publiic member who is not engaged in farming

or affiliated with a commercial Yending iInstitution or farm

2= 58 3146
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credit associationa
(3} The authority is designated a quasi-judicia) board
for purposes of 2-15-1244.

(#) The authority is allocated to the department  of

agriculture for agministrative purposes only as provided iIn

2-15-12%.

{5)° In compliance with the state pay plan, tha

department shall provide all staff and services to the
authority which the- authority im conjunction with the
department determines to be neccssiry for the purposes of
adwinistering the authority*s programs. The departeent
shall assess thae authority for reasonable costse

(6) A meaber of the authority may not be conslidered to
have a conflict of interest under the provisions of 2-2-201
merely because the member is a stockholders officery or
employse of a lending institution that may participate in
tha authority®s programs.

Section 2+ Short titles [Sectlons 2 through 28] may be
cited as the "montana Agricultural Loan Authority Act®.

factlon 3. Definitions. (1) As usad in [sections 2
through 28je the following definitions apply:

{a) PMAgricultural land® means land activaely devoted to
agricultural use as defined in 15-7-202.

{b): "Authority" wmeans the agricultural loan authority

provided for in [section 1]

-3~ 5B 31s
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{c) ™Bonds™ means bonds or bond anticipation notes
issued by the authority under the provisions of [sections 2
through 28]

{2) References to the authority®s propertys revenuaesy
or assets apply only to propertys revenuesy and assets
generated by the Montana agricultural loan authority
programs - not those owned or generated by any other program
or property over which the authority exercises general
authoritys directions and contraol.

Section 4« Agricultural loan authority -- qenseral
powerse The authority may:

{1} retain professional consultants and advisers;

{2) adopt rules governing its procedures;

{3} purchase agricultural 1loans made by Ffinancial
institutions;

[4) issue bondss In accordance with [section 10)s
necassary to provide funds for implementing [sections 2
through 28};

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

{5) use the assistance and services of the Ffarmers
home administrations the production credit associations the

federal Vand banks or private lenders in approving loans for

g sB 316
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issuance of bondse

Section 5. toan agreements -- general provisions.
{1} Each 1loan approved by the authority for issuante of o
bond must include a Jloan agreement providing a payment
schedule that may not exceed &8 30 yearse.

{2) The agreement must specify a reasonable rate of
interesty which rate may be a variable rate provided the
method of determination is contained in the Yoan agreementes

({3} toans approved by the authority for issuvance of a
bond may be secured by any liens or collataral the financial
institution considers necessary.

{4) The mwmoney received under a loan agreement may be
used for:

(a) acquisition of farm or ranch laad;

{b)} a down payment on the acquisition of farm or ranch
land; or

(ec) acquisition or construction of depreciable
property used in the operation of a farm or ranchs

Section ¢« Immediate repayment. 1f an applicant who
nas ohtained the approval of the authority for the lissuance
of a band to fund his loan for the acjuisition of farm or
rancn land sells the land for which the loan was made teo any
persoly firms or corporation other than his SpoUSer
childreny or corporation wholly owned by thems the loan must

be repaid in full.

—5- sB 316
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Sectlon T. Qualifications of applicants. (1} To be
eliginole for 2 loan approved by the authority for issuance
of a bondy an applicant must:

{2) declare his intention to maintain his residence in
Montana during the length of the Yoani and

(6) have been approved by a financial institution.

{2) Applications Ffor 1loans to be approved by the
authority for issuance of bonds may be submitted by
individualsy partnershipsy associationsy or Joint venturese
A1l persons involved in the application must meet the
requirements of subsection (1)« Corporationsy as defined in
35-1-102¢ may not applye

Section 8. Evaluation of applicants. (1} The
authority shall by rule establish:

{(a) procedures and standards for evaluating
applications for loans to be approved by the autherity for
issuance of bonds; and

(b)) a system for evaluatinag the applicantsy
considering the following criterias

{i} the applicent®s net worthy which may not exceed
$358y800 325020007

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

(iil) the applicent's inabitity to secure adequate
financing for purchase of agricultural land from other

sourc=s at an interest rate that will allow a reasonable

-G 58 316
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prospect for repayment;

{iv) the applicante®s training and experience in
agricolturej .

{v) the applicant*s prospects Ffor succeeding in an
agricultural operation on the land proposed for purchase;
and

{vi) any bther factors it may prescribe.

{2) The authority shall select the best qualified and
most desarving applicants from among those applying for
approval of loans for issuance of bondse.

{3) The authority -wmay seek the advice of such 1luenders
as  the farmers home administrationy the production credit
associations the federal 3and bankes private lenders, or
similar organizations in Montana and coordinate Its program
through these organizationse

Section ¢« Purchase of loanss The authority may
purchase Jloans and make advance commitments to purchase
loans from a financial institution at prices and upon tearws
and conditions established pursuant to [sections 5 through
8] and rules promulgated hy the authoritys

Section 10s Issuance of bonds -- credit of the state
not pledgads (1) The authority may issue bonds of the state
of Montana in a principal amount [t determines necassary to
provide sufficient funds for achieving any of the purposes

of the Mant ana agricultural loan authority program,
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including the payment of intereét on bondsy establishment of
reserves to secure the bondss and all other expanditures of
the suthority incident to the prograne

{z) Each issue of its bonds is an obligation of the
authoritys payable out of any revenuesy assetss or money
generated by the Montana agricultural loan authority
programe The authority shell manage its loans so that the
bonds are repaid by the revenue generated by the programa.
The fuall faith and credit and taxing powers of the state are
not pledged for the paymant of bonds issued Dy the authority
under tha provisions of [sections 2 through 28]e

(3} The bonds must be authorized by resolution of the
author ity >bear a dates and mature at times the authority
determiness A bond may not mature more than 60 years from
the date of its issuss Th2 bonds may be issued as serial
ponds payable in annual instaliments or as term bonds or as
a comaination thereof. The bonds of the authority may be
sold at public or private sales at prices determined by the
authoritye

(4) The resclution shall specify:

(a) the rate of interest of the beonds;

(h) the denomination of the baonds;

{c) whether the bonds shall be in coupon or registered
form and registration privilegasy if any:

{d) the manner and place of executionai

-8= 58 316
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{e) the mannery placey and medium of payment; and

{(F) the terms of redemption.

{5) The total amount of bonds cutstanding at any one
time may not exceed $200 million.

Section 11« Provisions of boad rescolutions or trust
indentures. A resolution or trust indenture authorizing any
bonds or apy issue thereof may contain provisionsy which
shall be a gart of the caontract or contracts with the
holders thercofe as to:

t1) pledging all or any part of the revenues or the
property of the authority to secure the payment of the bonds
or any issue thereof, subject to existing agreements with
bondhol ders;

{2} pledgling all or any part of the assets of the
authorityy including mortqages and obligations securing
themy to secura the paymant of the bonds;

(3} specifying the use and disposition of the gross
incore from mortgages ownad by the authority and payment of
principel of mortgages owned by the autherityi

(4) the setting aside of resarves or sinking funds in
the nands of trusteesy paying agentse or other depositoaries
ang the regulation and disposition of the reserves;

{5} limiting the purpose to «hich the proceeds of tne
sale of the bonds may be applied and the pledge of the

proceedas to secure the payment of the bonds ar of any issue

-9~ 5B 316
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therenf;

{6} 1limiting the issuance of additional bondsy the
terms upon which additional bonds may pe issued and securedy
and the refunding of outstanding bonas;

{7} specifying the procedurey if anys by which the
terms of any contract with doadholders may be amended or
abrogatedy the amount of bonds the holdars of which must
consent theretos and the manner in which such consent may be
glven;

(8) timiting the amount of money to be expended by the
authority for its operating expenses;

{9} vesting in a trustee, as the authority determinesey
propertys rights, powerss and duties in trusts

(103 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 remediesy consistent with the laws of the state and the
provisions of [sections 2 through 28]s of the bondhclders if
a default occurse including as a matter of right the
appeointment of a receiver; and

(L1} specifying any other matters that in any way
af fect the security or nrotection of the bondholders.

Section L2« validity of pledge. A pledge made by the
authority is valid and binding from the time the pledge is

made. The revenuas or property pledced and thereafter

-10- 5B 316
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received by the authority is immediately subject to the lien
of the pledge .without any physical delivery thereof or
furthar actrs and the lien of any pledge is valid and binding
against all perties having claims of any kind in tort»
contracts or otherwise against the oauthoritysy irrespective
of whether such parties have notice thereocf. The
resolutions trust indenture, or any other instrument by
which a pledge is created need not b¢ recorded.

Sectlon 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
authorityy subject to existing agreements with bondholders,
may from any funds available for that purpose purchase bonds
of the authorityy which shall thereupon be canceled, at a
price not exceedings

{1y the current redesption price plus accrued interest
to the next interest payment thereony if the bonds are then
redeemable; or

{Z) the redemption price applicable on the first date
after purchase wupon which the bonds become subject to
redemation plus accrued interest to that dates if the donds
are not then redeemable.

Section 15 Trust indenturés In the discretlion of the

authority, the bonds may be secured by a trust indeature
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betwezn the authority and a corparate trustees which may be
a trust company or bank having the power of a trust company
within or without the statee.

section lbe Negotiability of bondse. Bonds issuea by
the authority are negotiable instruments under the Uniform
Commercial fLodes subject eonly te the provisions for
registration of bondsa

Section 1¥s Continuing validity of authority members®
signatures. If any authority member whose signature appears
on bonds or coupons ceases to be a member before the
delivery :of the bondss his signature continues to be walid
and sufficient for all purposes.

Section 18. Accounts of the authoritye There is an
agricultural loan authority account in the bond proceeds and
insurance clearance fund provided for ia 17-2-102. A1
funds from the proceeds of bonds issued under {sections 2
throush 28]y fees and other money received by the authoritys
money appropriated by the legislature for the use of the
authority Iin administering {sections 2 through 28}y and
money nade available from any other source for the use of
the authority must be deposited in the agricultural lean
authority account except as otherwise providad by law. Al
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

~12=- SB 316
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281e

Section 19. Reserve funds and appropriationss (1) The
autharity shall pay into one or more capital reserve
accounts any:

{a) wmoney 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 rasolutions of the authority authorizing their
issuance or in any trust indenture securing thelr repaymentg
and

(¢) other moaey that may be avallable to the authority
for the purpose of such a fund from any other source.

{2) A1l amounts held in a capital reserve account must
be used solely for the payment of principaly interest, and a
redampot ifon premium with respect to bonds secured in whole or
in part by the account. Funds In an account may not be
withdrawn at any time in an amount that raduces the amount
of thz account to less than the wminimum capital reserve
requiremant established for the account axcept for the
purposes with respect to bonds secured in whole or in part
by the accounty of making paymenty when duey of principale
interestsy or redesaption premiums for the payment of which
other money pledged is not available.

Soction 26« Rafunding oblinations -- sale. Refunding

obligations issued as provided in $0-%-121 may b= sold or
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excharjed For outstanding cbligations issuved under [sections
Z though 28] The proceeds may be applied to the purchases
redemytiony or payment of outstanding cbligations. Pending
the application of the proceeds to the payment of
outstanding obligationsy the proceeds may be invested as
provided In Yitle 17+ chapter &y If permitted in the
resolution authorizing the issuance of the refunding
cbligations or in the trust agreement securing them.

Section 2i. Refunding obligations -- issuances The
authority may praovida for the issuance of refunding
obligations to refund any obligatlons then outstanding that
have been issued under [sections 2 through 28]y including
the payment of any redemption premium and any Ipterest
accrued or to accrue to the date of redemption of the
obligationss 7The issuance of obligations, the maturlities
and cther detailss the rights ofF the holderss and the
rightss dutiess and obligations of the authority are
governz=d by the appropriate oarovisions of [sections 2
throujgn 237 that relate to the issuance of onligationss

Section 22. Tax exemption of bondsse Bonds issued by
tha authority wunder [sections 2 through 283 and their
transfar and incomes including any profits made ogn  their

saltes are exempt from taxation by the state or any political

subdivision or other instrumentality of the state, exca2pt
for inheritances estater and Gift taxese The authority is
~l4~ S8 316
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not required to pay recording or transter fees or taxes on
instruments recorded by ite

S5ection 23« Income tax deduction For land sale to
beginning farwmers. A Tandowner who sells land consisting of
80 acres or more to a beginning farmer at 9% or tiess
interest on a long~term contract is entitled to 3 reduction
in his toxable Income in an amount equal to 1002 of any
income or capital gainsy 0Or boths realizad and otherwlse
subject to state income taxes from the sales up to a maximum
of $52,000y provided the transaction is first approved by
the authority for this purppses

Section 24« Pledge against impalrment of contractse In
accordance with the constitutions of the United States and
the state of Montanas the state pledges that it will in ne
way impair the obligations of any agreement between the
author ity and the holders of notes and bonds issued by the
suthorlty.

Section 25. Annual! audite The authority*s books and
records must be audited at Jleast once each year by the
legyislative auditor or by a contract auditor as directed by
the legislative auait committee. The cost of the audit
shall be paid by the authority.

Section 26s Reporte The department shall transmit to

. the governor and to each member of the legislature at teast

30 days before each regular legislative session a report:

=15- 58 316
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{1) detailing the operations of the agricultural loan
authority program since the adjournment of the Tast
Tegisiature; and

{2) containing a financial statement showing the
program®s assets and Viabilitles,

Section 2T« Powers to be jaterpreted broadiys. The
powers enumerated in [sections 2 through 2B} must be
interpreted broadly to effectuate the purposes of the
authority and may not be construed as 3 limitation of
powerse

Section 28. Legislative revicw requiredas The
agricultural loan authority program must be reviewed by the
legislature at the third regular legislative session
following the first sale of bonds uader the provisicns of
[section 18] to determine whether the program should
continues Howeveres this section does notse in [tself,
terminate the programs 2nd any existing commitments Incurred
by the authority are not affected by this reviews

Section 29 Codification instruction. (1} Section 1
is intepnded to be codified as an Integral part of Title 2¢
chaptar 15» part 20y and the provisions of Title 24 chapter
159 part 1y apply to section la

{2) Sections 2 through 28 are intended to be codified
as an integral part of Title 80, and the provisions of Title

80 apnply to sections 2 through 23.

~16~ 58 316
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Section 30. Severabilitys If a portion of this act is
invalidy al? wvalid parts that are severahle from the invalid
part remain in effecte If a part of this act is invalid in
one or wore of its applicationss the part remains in effect
in ali wvalid applications that are severable from the

invalid applicationsa

-End-
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