
SENATE BILL NO. 7 

INTRODUCED BY NEUMAN, ASAY, KOLSTAD, SCHULTZ, LANE, 
RAPP-SVRCEK, REGAN, CONOVER, COBB, ANDERSON, TVEIT, 
HARDING, HOLLIDAY, VINCENT, TOWE, ADDY, YELLOWTAIL, 
E. SMITH, ABRAMS, SEVERSON, MONTAYNE, THAYER, HOWE, 

SPAETH, HART, HARPER, KENNERLY, FRITZ, BACHINI, 
PAVLOVICH, SCHYE, THOFT, DONALDSON, KELLER, GLASER, 

PATTERSON, WEEDING, LYBECK, MOHAR, BENGTSON 

BY REQUEST OF THE INTERIM SUBCOMMITTEE 
ON AGRICULTURAL PROBLEMS 

March 25, 1986 

March 27, 1986 

March 27, 1986 

March 28, 1986 

IN THE SENATE 

Introduced 
Committee 
Livestock 

and referred to 
on Agriculture, 

and Irrigation. 

Committee recommend bill do 
pass. Report adopted. 

Second reading, do pass as 
amended. 

Third reading, passed. 
Ayes, 49; Noes, 1. 

Transmitted to House. 

IN THE HOUSE 

Introduced 
Committee 
Livestock 

and referred to 
on Agriculture, 

and Irrigation. 

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

Second reading, concurred in. 

Third reading, concurred in. 



March 28, 1986 

March 29, 1986 

Returned to Senate with 
amendments. 

IN THE SENATE 

Received from House. 

On motion, Senate Bill 7 be 
placed on second reading this 
day. 

Second reading, amendments 
concurred in. 

Third reading, amendments 
concurred in. Ayes, 49~ 
Noes, 0. 

Sent to enrolling. 

Reported correctly enrolled. 
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T CREH lNG AN ;i 

AGRICULTURAL PRODUCTION LOAN LINKED DEPOSIT PROGRA~;~ 

AUTHORIZING THE SOARO Of INVESTMENTS TO ?LACE UP To'?l} . 

S5u,OQO,OOO Of PUBLIL INVlSTMoNT fUNDS IN C.ERTIFICATES Of~~ 
UEPOSIT WITH PA~TIC.IPATING lENDING INSTITUTIONS AT ~ 
INTEREST RATE 1 PERCENT BELOW THE CURRENT MARKET RAT~~ 

:;r. d 
REQU !RING EACH INS TIIUTION TO LEND THE VALUE OF SUC.H/ f~ 

DEPOSITS TO ELiultiU AGRICULTURAL OPERATIONS AT AN INTERES;<ffn ~ 

RATE NOT EXCEEDING 2 PERCENTAGE POINTS GREATER THAN THE RATE~·· •t 
'I 

DEPOSIT; AND PROVIDING A/t _).4, •. PAYASLE ON THE CE~TIFICATES OF 

IMMEDIATE tffEtTIV. DATE AND A TERMINATION DATE.• 

}11/."---k:.~ ~-~'" 

/~ 
tA...lu cL-..-r 
~~ 

BE IT .NAC.TEO BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1• findinqs and purpo~e. The legislature find5 

that due to economic, climatic. dnd other factors beyond 

their control a significant number of Montana agricultural 

producers are presently unabl~ to obtain the financial 

credit necessary to continue operatinq and are in im~inent 

peri I of los•ny their operations and their t 111el ihooa. 

because of the dep~ndence of the ent~re Montana economy on 
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the well-being of agriculture. the legislature further finds 

thdt tne current crisis in agriculture poses a serious 

~hredt to all Montana•s citizens. Jt is the purpose of [this 

act] to permit deposit of ~ublic investment funds in local 

financial institutions at less than current market rates to 

on turn enable tho~e institutions to make credit available 

to certain ayricultural borro~ers at favorable rates. 

,.otwtthstanding other statutory fiduciary requirements• a 

deposit under [this act] is hereby authorized and 

to be for a valid public purpo5e• 

declared 

Section 2. Oefini~ions. As used in [this act)• the 

following definitions apply: 

(l) •Board• means the board of invest~ents established 

under l-15-100~. 

(l) "Eligible agricultural operation" means any 

person. corporation, partn~rship. or other entity wh•ch i~ 

enqaged in ttte production of agricultural, 1 i ve!f.tock, 

poultry, dairy, or fruit or other horticultural products and 

which: 

(a) derives at least lOt of its gross inco~e from such 

production; and 

(b) ha~ totgl financial 1 iabi 1 ities eJ(ceeding 30~ of 

its total as,et~. 

(31 "Eligible lending institution" mean5 a financial 

•nstitution that: 

-2- INTRODUCED BILL 
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{a) 

{b I 

is eligible to 11ake co•11ercial loan5i 

is a public depository of state fundsi and 

(c) aqrees to participate in the linked deposit 

progra• established by (this act]. 

(4) "Linked deposit" Means an agreement betw~en the 

board and an eligible financial institution whereby a 

certificate of deposit for a ter• not exceed•ng ~ Months OS 

placed by the board with an eligible lending institution at 

a rate 1~ below the current market rate for such a deposit• 

as deter•ined by the boaro, provided the institution agrees 

to lend the value of such deposit, pursuant to the deposit 

aqreement provideo in (section S)t to eliqible aqricultural 

operat•ons at an interest rate not eKceediny Z percentage 

point~ greater than the rate payable on the certificdte of 

deposit. 

Section 3. A•ount authorized for' linked oeposits. The 

board may place public funds under its control not exceeding 

J5o.ooo.ooo on 1 inked deposits •n eligible lending 

ins~itutions qualified under tthis act] to receive such 

deposits. 

Section 4. Application for funds criterid for 

loans. (11 An eligible lending institution that desires to 

re~e•v~ a 1 inked depos.it shall accept and reveew 

ap~.d i cations tor linked deposit loans from el iqible 

aqricultural operations. The institution shall dpply all 
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usual lending standards to deter•ine credit worthiness of 

each applicant. No linked dep~sit loan made to any eligible 

aqricultural operation may exc~ed S50w000• dnd no service of 

sevarate loans funded under [tt1i~ <!Ct] may be made which in 

th~ aqqregdte exceeds such limit 

aqricultural operation. 

to any single eligible 

(2) An eliqible agricultural operation ~ust certify on 

its loan a~plication that the ~eouced rate loan wi 11 be used 

exclusively for it~ necessary production exp~nses or for the 

short-te~m a'quisetion of livestock for other than breedinq 

purposes. 

{31 The eliqible lendinq institution ~ust forward to 

the boara a link~d deposit loan paLkaqe on a form prescribed 

by thP. board which discloses the recipient, aaounty rate of 

inte~est, and te~~ of each loan p~oposed to be •ade with the 

linked deposit. The institution shall ensure and certify 

that each loan app1 icant meets the eligibility 

of [this act]. 

require~aents 

Section s. Approval and acceptance of deposit 

deposit agreemen~. (lJ The board may accept or reject the 

liuked deposit loan package or any portion thereof. 

( 2) Upon acc~ptance of the linked aeposit loan package 

or any portion thereof, the board ~ay place certificates of 

deposit for a term not to exceed 6 •onths with the eligible 

lendjnq institutivn at a rate l~; below the current •arket 

-~-
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rate for such certificates, as· determined uy the board. 

(l) The eligible lending institution ~ust enter into a 

depo~it aqreement with the board, which snail specify the 

recipients, a-aunt, rate of interest• and length of time of 

loan~ which the institution will ~ake upon recetv1n9 a 

l i ntc.ed deposit.. The aqree•ent •ust also specify that 

interest on the linked deposit mustoe paid at the t•~es 

determined by the board. 

(4) The p~riod of time for wh•ch a certificate of 

deposit is placed with an eliqible lending institution may 

be neither longer nor short~r ~han the period of ti~e for 

which the linked d~posit i~ used to provide loans at reduced 

interest. rates. 

Section 6. Linked deposit loans. (ll Upon placement of 

a lir1ked deposit with an eligible lend~ng institution• the 

institution ~ust lend such funds to each approved eligible 

aqricultural operation 1 iste~ in the linked deposit lo~n 

packaqe required by [section 4] an~ in accordance with the 

deposit agree•~nt required by (section S)• Each loan mu5t be 

at a f••ed rat~ of interest not exceeding Z percentage 

po•nts qr~ater than tt~ rate payable on tne l•nked depo~it. 

12 I 

shall be 

All records dOd oocuments pertaining to each loan 

seqregated by the lending institution for ease of 

adentification and examination. 

13) Each eligible aqricultural operation rece•v•ng a 
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loan under (this act] shall proMptly certify receipt of the 

loan to the board in the for• and manner prescribed by the 

board. 

(4) Ant report of nonco~pliance by an eligible lendinq 

•n~titution chartered under the Ia~~ of this state ~ust be 

r~ferred to the finan~ial dilli'!);ion of tne department of 

commerce for appropriate action. Any report of noncompliance 

by an eliqible lending institution chartered under federdl 

low ~ust he r~ferred to the office of United States 

comptro11er of the currency for appropr•dte action. 

Section 7. li.Jbility for loans and deposit funds. 

Neither the ~tate nor the board •s liable to any eligible 

lending institution 1n any •anner for pa~ment of the 

principal O< interest on any loan to an eligible 

dqricultural operation. Any delay in pay~ents or default an 

th~ part of an eligible aqriculturdl operation doe~ not ;n 

any manner affect the deposit agreement between the eligible 

lending institution and the board. 

~~ction B. Penalty. (1) Any person who kno~inqly makes 

a false stdtement concerninq any loan application or I inked 

deposit loan pdckage is guilty of a •isdeme3nor. 

(ll Any lendinq officer of an eligible lend in(] 

institution wno knowingly w,olates ant provision of (this 

act] is gu1lty of d ~i~dem~anor. 

Section q. Effective date-- termination. (l) This act 

-b-



LC 0031/01 

is effective on passage and approval and terminates Har~h 

z 1~9 1987. 

3 (Z) The authorit~ of the board to make linked deposits 

~ under this act ter~inates August 31• 198b. 

-End-
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ON AGRICULTURE LIVESTOCK 
ol IRRIGATION 

YELLOW PRINTING DISPENSED 

SENATE BILL NO. 7 

INTRODUCED BY NEUMAN, ASAY, KOLSTAD, SCHULTZ, LANE, 

RAPP-SVRCEK, REGAN, CONOVER, COBB, ANDERSON, TVEIT, 

BARDING, HOLLIDAY, VINCENT, TOWE, ADDY, YELLOWTAIL, 

E. SMITH, ABRAMS, SEVERSON, KONTAYNE, THAYER, HOWE, 

SPAETH, BART, HARPER, KENNERLY, PRITZ, BACHINI, 

PAVLOVICH, SCHYE, THOFT, DONALDSON, KELLER, GLASER, 

PATTERSON, WEEDING, LYBECK, MOHAR, BENGTSON 

BY REQUEST OF THE INTERIM SUBCOMMITTEE 

ON AGRICULTURAL PROBLEMs 

A BILL FOR AN ACT ENTITLED: "AN ACT CREATING AN 

AGRICULTURAL PRODUCTION LOAN LINKED DEPOSIT PROGRAM; 

AUTHORIZING THE BOARD OF INVESTMENTS TO PLACE UP TO 

$50,000,000 OF PUBLIC INVESTMENT FUNDS IN CERTIFICATES OF 

DEPOSIT WITH PARTICIPATING LENDING INSTITUTIONS AT AN 

INTEREST RATE 1 PERCENT BELOW THE CURRENT MARKET RATE; 

REQUIRING EACH INSTITUTION TO LEND THE VALUE OF SUCH 

DEPOSITS TO ELIGIBLE AGRICULTURAL OPERATIONS AT AN INTEREST 

RATE NOT EXCEEDING 2 PERCENTAGE POINTS GREATER THAN THE RATE 

PAYABLE ON THE CERTIFICATES OF DEPOSIT; AND PROVIDING AN 

IMMEDIATE EFFECTIVE DATE AN0 .A TERMINATION DATE." 

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

Section 1. Findings and purpose. The legislature finds 
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that due to economic, climatic, and other factors beyond 

their control a significant number of Montana agricultural 

producers are presently unable to obtain the financial 

credit necessary to continue operating and are in imminent 

peril of losing their operations and their livelihood. 

Because of the dependence of the entire Montana economy on 

the well-being of agriculture, the legislature further finds 

that the current crisis in agriculture poses a serious 

threat to all Montana's citizens. It is the purpose of [this 

act] to permit deposit of public investment funds in local 

financial institutions at less than current market rates to 

in turn enable those institutions to make credit available 

to certain agricultural borrowers at favorable rates. 

Notwithstanding other statutory fiduciary requirements, a 

deposit under [this act] is hereby authorized and declared 

to be for a valid public purpose. 

Section 2. Definitions. As used in [this act], the 

following definitions apply: 

(1) "Board" means the board of investments established 

under 2-15-1005. 

( 2) "Eligible agricultural operation" means any 

person, corporation, f _tnership, or other entity which is 

engaged in the prot.. 1ction of agricultural, livestock, 

poultry, dairy, or fruit or other horticultural products and 

which: 

THIRD READING 
-2- SB 7 
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Ia) derives at least 70\ of its. gross income from such 

production: and 

lb) has total financial liabilities exceeding 30\ of 

its total assets. 

Ill "Eligible lending institution" means a financial 

institution that; 

Ia) is eligible to make commercial loans: 

lb) is a public depository of state funds; and 

in the linked deposit lc) agrees to participate 

program established by [this act). 

14) "Linked deposit" means an agreement between the 

board and an eligible financial institution whereby a 

certificate of deposit for a term not exceeding 6 months is 

placed by the board with an eligible lending institution at 

a rate 1\ below the current market rate for such a deposit, 

as determined by the board, provided the institution agrees 

to lend the value of such deposit, pursuant to the deposit 

agreement provided in [section 5), to eligible agricultural 

operations at an interest rate not exceeding 2 percentage 

points greater than the rate payable on the certificate of 

deposit. 

Section 3. Amount authorized for linked deposits. The 

board may place public funds under its control not exceeding 

$50,000,000 in linked deposits in eligible lending 

institutions qualified under [this act) to receive such 

-3- SB 7 
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deposits. 

Section 4. Application for funds criteria for 

loans. (1) An eligible lending institution that desires to 

receive a linked deposit shall accept and review 

applications for linked deposit loans from eligible 

agricultural operations. The institution shall apply all 

usual lending standards to determine credit worthiness of 

each applicant. No linked deposit loan made to any eligible 

agricultural operation may exceed $50,000, and no service of 

separate loans funded under [this act) may be made which in 

the aggregate exceeds such limit to any single eligible 

aqricultural operation. 

(2) An eligible agricultural operation must certify on 

its loan application that the reduced rate loan will be used 

exclusively for its necessary production expenses or for the 

short-term acquisition of livestock for other than breeding 

purposes. 

(3) The eligible lending institution must forward to 

the board a linked deposit loan package on a form prescribed 

by the board which discloses the recipient, amount, rate of 

interest, and term of each loan proposed to be made with the 

linked deposit. The institution shall ensure and certify 

that each loan applicant meets the eligibility requirements 

of [this act). 

Section 5. Approval and acceptance of deposit 

-4- SB 7 
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deposit agreement. (l) The board may accept or reject the 

linked deposit loan package or any portion thereof. 

(2) Upon acceptance of the linked deposit loan package 

or any portion thereof, the board may place certificates of 

deposit far a term not to exceed 6 months with the eligible 

lending institution at a rate 1\ below the current market 

rate for such certificates, as determined by the board. 

(3) The eligible lending institution must enter into a 

deposit agreement with the board, which shall specify the 

recipients, amount, rate of interest, and length of time of 

loans which the institution will make upon receiving a 

linked deposit. The agreement must also specify that 

interest on the linked deposit must be paid at the times 

determined by the board. 

(4) The period of time for which a certificate of 

deposit is placed with an eligible lending institution may 

be neither longer nor shorter than the period ~f ~ime for 

which the linked deposit is used to provide loans at reduced 

interest rates. 

Section 6. Linked deposit loans. (l) Upon placement of 

a linked deposit with an eligible lending institution, the 

institution must lend such funds to each approved eligible 

agricultural operation listed in the linked deposit loan 

package required by [section 4] and in accordance with the 

deposit agreement required by [section 5). Each loan must be 

-5- SB 7 
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at a fixed rate of interest not exceeding 2 percentage 

points greater than the rate payable on the linked deposit. 

(2) All records and documents pertaining to each loan 

shall be segregated by the lending institution for ease of 

identification and examination. 

(3) Each eligible agricultural operation receiving a 

loan under [this act] shall promptly certify receipt of the 

loan to the board in the form and manner prescribed by the 

board. 

(4) Any report of noncompliance by an eligible lending 

institution chartered under the laws of this state must be 

referred to the financial division of the department of 

commerce for appropriate action. Any report of noncompliance 

by an eligible lending institution chartered under federal 

law must be referred to the office of United States 

comptroller of the currency OR OTHER APPROPRIATE FEDERAL 

REGULATORY AGENCY for appropriate action. 

Section 7. Liability for loans and deposit funds. 

Neither the state nor the board is liable to any eligible 

lending institution in any manner for payment of the 

principal or interest on any loan to an eligible 

agricultural operation. Any delay in payments or default on 

the part of an eligibl agricultural operation does not in 

any manner affect t~~ ~~posit agreement between the eligible 

lending institution and the board. 

-6- SB 7 
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l Section 8. Penalty. (1) Any person who knowingly makes 

2 a false statement concerning any loan application or linked 

3 

4 

deposit loan package is guilty of a misdemeanor~ 

(2) Any lending officer of an eligible lending 

5 institution who knowingly violates any provision of [this 

6 act) is guilty of a misdemeanor. 

7 Section 9. Effective date-- termination. (l) This act 

8 is effective on passage and approval and terminates March 

9 15, 1987. 

10 (2) The authority of the board to make linked deposits 

11 under this act terminates August 31, 1986. 

-End-
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SENATE BILL NO. 7 

INTRODUCED BY NEJMAN, ASAY, KOLSTAD, SCHULTZ, LANE, 

RAPP-SVRCEK, REGAN, CONOVER, COBB, ANDERSON, TVEIT, 

HARDING, HOLLIDAY, VINCENT, TOWE, ADDY, YELLOWTAIL, 

E. SMITH, ABRAMS, SEVERSON, MONTAYNE, THAYER, HOWE, 

SPAETH, HART, HARPEt', KENNERLY, FRITZ, BACHINI, 

PAVLOVICH, SCHY~, THOFT, DONALDSON, KELLER, GLASER, 

PATTERSON, WEEDING, LYBECK, MOHAR, BENGTSON 

BY REQUEST OF THE INTERIM SUBCOMMITTEE 

ON AGRICULTURAL PROBLEMS 

A BILL FOR AN ACT ENTITLED: 11 AN ACT CREATING AN 

AGRICULTURAL PRODUCTION LOAN LINKED DEPOSIT PROGRAM; 

AUTHORIZING THE BOARD OF INVESTMENTS TO PLACE UP TO 

$50,000,000 OF PUBLIC INVESTMENT FUNDS IN CERTIFICATES OF 

DEPOSIT WITH PARTICIPATING LENDING INSTITUTIONS AT AN 

INTEREST RATE 1 PERCENT BELOW THE CURRENT MARKET RATE; 

REQUIRING EACH INSTITUTION TO LEND THE VALUE OF SUCH 

DEPOSITS TO ELIGIBLE AGRICULTURAL OPERATIONS AT AN INTEREST 

RATE NOT EXCEEDING 2 PERCENTAGE POINTS GREATER THAN THE RATE 

PAYABLE ON THE CERTIFICATES OF DEPOSIT; AND PROVIDING AN 

IMMEDIATE EFFECTIVE DATE AND A TER.~INATION DATE." 

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

Section 1. Findings and p~rpose. The legislature finds 
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that due to economic, climatic, and other factors beyond 

their control a significant number of Montana agricultural 

producers are presently unable to obtain the financial 

credit necessary to continue operating and are in imminent 

peril of losing their operations and their livelihood. 

Because of the dependence of the entire Montana economy on 

the well-being of agriculture, the legislature further finds 

that the current cris1s 1n agriculture poses a serious 

threat to all Montana's citizens. It is the purpose of (this 

act] to permit deposit of public investment funds in local 

financial institutions at less than current market rates to 

in turn enable those institutions to make credit available 

to certain agricultural borrowers at favorable rates. 

Notwithstanding other statutory fiduciary requirements, a 

deposit under [this act] is hereby authorized and declared 

to be for a valid public purpose. 

Section 2. Definitions. As used in [this ace], 

following definitions apply: 

the 

(l) ''Board'' means the board of investments established 

under 2-15-1005. 

I 2 I "Eligible agricultural operation" means any 

person, corporation, parcnership, or other entity which is 

engaged in the production of agricultural, livestock, 

poultry, dairy, or fruit or other horticultural products and 

which; 
REFERENCE BILL 

-2- AS AMENDED 58 7 
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(a) derives at least 70\ of its gross income from such 

production; and 

(b) has total financial liabilities exceeding 30\ of 

its total assets. 

{3) "Eligible lending institution'' means a financial 

institution that: 

(a) is eligible to make commercial loans: 

(b) is a public depository of state funds; and 

(c) agrees to participate in the linked 

program established by [this act], 

deposit 

(4) "Linked deposit•• means an agreement between the 

board and an eligible financial institution whereby a 

certificate of deposit for a term not exceeding 6 months is 

placed by the board with an eligible lending institution at 

a rate 1\ below the current market rate for such a deposit, 

as determined by the board, provided the institution agrees 

to lend the value of such deposit, pursuant to the deposit 

agreement provided in [section 5], to eligible agricultural 

operations at an interest rate not exceeding 2 percentage 

points greater than the ratl payable on the certificate of 

deposit. 

Section 3. Amount authorized for linked deposits. The 

board may place public funds under its control not exceeding 

$50,000,000 in linked 

institutions qualified 

deposits 

under [this 

-3-
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deposits. 

Section 4. Application for funds criteria for 

loans. (1) An eligible l@nding institution that desires to 

receive a linked deposit shall accept and review 

applications for linkitd deposit loans from eligible 

agricultural operations. The institution shall apply all 

usual lending standards to determine credit worthiness of 

each applicant. No linked deposit loan made to any eligible 

agricultural operation may exceed $50,000; and no service of 

separate loans funded under [this act] may be made which in 

t!-.~: aggregate exceeds such limit to any single eligible 

agricultural operation. 

(2) An eligible agricultural operation must certify on 

its loan application that the reduced rate loan will be used 

exclusively for its necessary production expenses or for the 

short-term acquisition of livestock for other than breeding 

purposes. 

(3) The eligible lending institution must forward to 

the board a linked deposit loan package on a form prescribed 

by the board which discloses the recipient, amount, rate of 

interest, and term of each loan proposed to be made with the 

linked deposit, AND RATIO OF TOTAL FINANCIAL LIABILITIES TO 

TOTAL ASSETS OF EACH BORROWER. The institution shall ensure 

and certify that each loan applicant meets the eligibility 

requirements of [this act]. 
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Section 5. Approval and acceptance of deposit 

deposit agreement. (l) The board may accept or reject 

linked deposit loan package or any portion thereof. 

the 

(2) Upon acceptance of the linked deposit loan package 

or any portion thereof, the board may place certificates of 

deposit for a term not to exceed 6 months with the eligible 

lending institution ~~ a rate 1% below the current market 

rate for ~uch certificates, as determined by the board. 

(3) The eligible lending institution must enter into a 

deposit agreement with the board, which shall specify the 

recipients, amount, rate of interest, and le~gth of time of 

loans which the institution will make upon receiving a 

linked deposit. The agreement must also specify that 

interest on the linked deposit must be paid at the times 

determined by the boa~d. 

{4) The period of time for which a certificate of 

deposit is placed with an eligible lending institution may 

be neither longer nor shorter than the period of time for 

which the linked deposit is used to provide loans at reduced 

interest rates. 

Section 6. Linked deposit loans. (l) Upon placement of 

a linked deposit with an e:igible lending institution, the 

institution must lend such funds to each approved eligible 

agricultural operation listed in the linked deposit loan 

package required by [section 4] and in accordance with the 
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deposit agreement required by [section 5]. Each loan must be 

at a fixed rate of interest not exceeding 2 percentage 

points greater than the rate payable on the linked deposit. 

(2) All records and documents pertaining to each loan 

shall be segregated by the lending institution for ease of 

identification and examination. 

(3) Each eligible agricultural operation receiving a 

loan under [this act] shall promptly certify receipt of the 

loan to the board in the form and manner prescribed by the 

board. 

(4) Any report of noncompliance by an eligible lending 

institution chartered under the laws of this state must be 

referred to the financial division of the department of 

commerce for appropriate action. Any report of noncompliance 

by an eligible lending institution chartered under federal 

law must be referred to lhe office of United States 

comptroller of the currency OR OTHER APPROPRIATE F~DERAL 

REGULATORY AGENCY for appropriate action. 

Section 7. Liability for loans and deposit funds. 

Neither the state nor the board is liable to any eligible 

lending institution 1n any manner for payment of the 

principal or interest on any loan to an eligible 

agricultural operdtion. Any delay in payments or default on 

the part of an eligible agricultural operation does not in 

any manner affect the deposit agreement between t~e eligible 
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1 lending institution and the board. 

2 Section 8. Penalty. (l) Any person who knowingly makes 

3 a false statement concerning any loan application or linked 

4 deposit loan package is guilty of a misdemeanor. 

5 (2) Any lending officer of an eligible lending 

6 institution who knowingly violates any provision of (this 

7 act) is guilty of a misdemeanor. 

8 Section 9. Effective date -- termination. (l) This act 

9 is effective on passage and approval and terminates March 

10 15, 1987. 

ll (2) The authority of the board to make linked deposits 

12 under this act terminates August 31, 1986. 

-End-
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SENATE BILL NO. 7 

INTRODUCED BY NEJMAN, ASAY, KOLSTAD, SCHULTZ, LANE, 

RAPP-SVRCEK, REGAN, CONOVER, COBB, ANDERSON, TVEIT, 

HARDING, HOLLIDAY, VINCENT, TOWE, ADDY, YELLOWTAIL, 

E. SMITH, ABRAMS, SEVERSON, MONTAYNE, THAYER, HOWE, 

SPAETH, HART, HARPEt~, KENNERLY, FRITZ, BACH IN!, 

PAVLOVICH, SCHYL, THOFT, DONALDSON, KELLER, GLASER, 

PATTERSON, WEEDING, LYBECK, MOHAR, BENGTSON 

BY REQUEST OF THE INTERIM SUBCOMMITTEE 

ON AGRICULTURAL PROBLEMS 

A BILL FOR AN ACT ENTITLED: 11 AN ACT CREATING AN 

AGRICULTURAL PRODUCTION LOAN LINKED DEPOSIT PROGRAM; 

AUTHORIZING THE BOARD OF INVESTMENTS TO PLACE UP TO 

$50,000,000 OF PUBLIC INVESTMENT FUNDS IN CERTIFICATES OF 

DEPOSIT WITH PARTICIPATING LENDING INSTITUTIONS AT AN 

INTEREST RATE 1 PERCENT BELOW THE CURRENT MARKET RATE; 

REQUIRING EACH INSTITUTION TO LEND THE VALUE OF SUCH 

DEPOSITS TO ELIGIBLE AGRICULTURAL OPERATIONS AT AN INTEREST 

RATE NOT EXCEEDING 2 PERCENTAGE POINTS GREATER THAN THE RATE 

PA'iABLE ON THE CERTIFICATES OF DEPOSIT; AND PROVIDING AN 

Vo!MEOIATE EFFECTIVE DATE AND A TERMl:NATION DATE." 

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

Section 1. Findi~gs and pu=pose. The legislature E~nds 
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that due to economic, climatic, and other factors beyond 

their control a significant number of Montana agricultural 

producers are presently unable to obtain the financial 

credit necessary to continue operating and are in imminent 

peril of losing their operations and their livelihood. 

Because of the dependence of the entire Montana economy on 

the well~being of agriculture 1 the legislature further finds 

that the current crisis 10 agriculture poses a serious 

threat to all Montana's citizens. It is the purpose of [this 

act] to permit deposit of public investment funds in local 

financial institutions at less than current market rates to 

in turn enable those institutions to make credit available 

to certain agricultural borrowers at favorable rates. 

Notwithstanding other statutory fiduciary requirements, a 

deposit under [this act} is hereby authorized and declared 

to be for a valid public purpose. 

Section 2. Definitions. As used in (this act], 

following definitions apply: 

the 

(1) "Board'' means the board of investments established 

under 2-15-1005. 

{2) "Eligible agricultural operation" means any 

person, c~rporation, partnerstip, or other entity wnich is 

engaged in the production of agricuit~ral, livestock, 

poultry, dairy, or fruit or other horticultural products and 

which: 
REFERENCE BILL 
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(a) derives at least 70\ of its gross income from such 

production; and 

(b) has total financial liabilities exceeding 30\ of 

its total assets. 

(3) "Eligible 

institution that: 

lending institution" means a financial 

(a) is eligible to make commercial loans; 

(b) is a public depository of state funds; and 

IC) agrees to participate in the linked 

program established by (this act]. 

deposit 

(4) "Linked deposit" means an agreement between the 

board and an eligible financial institution whereby a 

certificate of deposit for a term not exceeding 6 months is 

placed by the board with an eligible lending institution at 

a rate 1\ below the current market rate for such a deposit, 

as determined by the board, provided the institution agrees 

to lend the value of such deposit, pursuant to the deposit 

agreement provided in [section 5], to eligible agricultural 

operations at an interest rate not exceeding 2 percentage 

points greater than the ratt payable on the certificate of 

deposit. 

Section 3. Amount authorized for linked deposits. The 

board may place public funds under its control not exceeding 

$50,000,000 in linked deposits in eligible lending 

institutions qualified under [this act) to receive such 
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deposits. 

Section 4. Application for funds criteria for 

loans. (l) An eligible lending institution that desires to 

receive a linked deposit shall accept and review 

applications for linked 

agricultural operations. The 

deposit loans from eligible 

institution shall apply all 

usual lending standards to determine credit worthiness of 

each applicant. No linked deposit loan made to any eligible 

agricultural operation may exceed $50,000, and no service of 

separate loans funded under [this act] may be made which in 

t~~ aggregate exceeds such limit to any single eligible 

agricultural operation. 

(2) An eligible agricultural operation must certify on 

its loan application that the reduced rate loan will be used 

exclusively for its necessary production expenses or for the 

short-term acquisition of livestock for other than breeding 

purposes. 

(3) The eligible lending institution must forward to 

the board a linked deposit loan package on a form prescribed 

by the board which discloses the recipient, amount, rate of 

interest, and term of each loan proposed to be made with the 

linked deposit, AND RATIO OF TOTAL FINANCIAL LIABILITIES TO 

TOTAL ASSETS OF EACH BORROWER. The institution shall ensure 

and certify that each loan applicant meets the eligibility 

requirements of (this act]. 
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Section 5. Approval and acceptance of deposit 

deposit agreement. tl) The board may accept or reject the 

linked deposit loan package or any portion thereof. 

(2) Upon acceptance of the linked deposit loan package 

or any portion thereof 1 the board may place certificates of 

deposit for a term not to exceed 6 months with the eligible 

lending insti~ution 2~ a rate 1% below the current market 

rdte for 3uch certificates, as determined by the board. 

(3) The eligible lending institution must enter into a 

deposit agreement with the board, which shall specify the 

recipients, amount, rate of interest, and length of time of 

loans which the institution will make upon receiving a 

linked deposit. The ag~eement must also specify that 

inte~est on the linked deposit must be paid at the times 

determined by the board. 

(4) The period of time Eo~ which a certificate of 

deposit is placed with an eligible lending institution may 

be neither longer nor shorter than the period of time for 

which the linked deposit is used to provide loans at reduced 

interest rates. 

Section 6. Linked deposit loans. (l) ~pon placement of 

a linked deposit with an eligible lending institution, the 

institut1on must lend such funds to each approved eligible 

agricultural operation listed in Lhe lin~ed deposit lodn 

package required by [section 4] and in accordance with the 
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deposit agreement required by [section 5]. Each loan must be 

at a fixed rate o[ interest not exceeding 2 percentage 

points greater than the rate payable on the linked deposit. 

(2) All records and documents pertaining to each loan 

shall be segregated by the lending institution for ease of 

identification and examination. 

(3) Each eligible agricultural operation receiving a 

loan under [this act) shall promptly certify ~eceipt of the 

loan to the board in the form and manner prescribed by the 

board. 

(4) Any report of noncompliance by an eligible lending 

institution chartered under the laws of this state must be 

referred to the financial division of the department of 

commerce for appropriate action. Any report of noncompliance 

by an eligible lending institution chartered under federal 

law must be referred to the office of United States 

comptroller of the currency OR OTHER APPROPRIATE FEDERAL 

REGULATORY AGENCY for appropriate action. 

Section 7. Liability for loans and deposit funds. 

Neither ttte stdte nor the board is liable to any eligible 

lending institution 1n any manner for payment of the 

principal or interest on any loan to an eligible 

agricultural operation. Any delay in payments or default on 

the part of an eligible agricultural operation does not in 

any manner affect tt1e deposit agreement between the eligible 
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1 lending institution and the board. 

2 Section 8. Penalty. (1) Any person who knowingly makes 

3 a false statement concerning any loan application or linked 

4 deposit loan package is guilty of a misdemeanor. 

5 (2) Any lending officer of an eligible lending 

6 institution who knowingly violates any provision of [this 

7 act] is guilty of a misdemeanor. 

8 Section 9. Effective date -- termination. (1) This act 

9 is effective on passage and approval and terminates March 

10 15, 1987. 

11 (21 The authority of the board to make linked deposits 

12 under this act terminates August Jl, 1986. 

-End-
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