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
IN THE SENATE
March 25, 1986 Introduced and referred to
Committee on Agriculture,

Livestock and Irrigation.

March 27, 1986 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

March 27, 1986 Introduced and referred to
Committee on Agriculture,
Livestock and Irrigation.
Committee recommend bill be
concurred in as amended.
Report adopted.

March 28, 1986 Second reading, concurred in.

Third reading, concurred in.



March 28,

March 29,

1986

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.



49th Leqgislature

LL 0u3L/01

special Session 3/B6&

~

'Y

10
11
12
13
1%
15
16
17
18
19
20
21
22
23

24

REFER T0
AGTITMLTURE, LIVESTOCK AND IRRIGATiON

-
- 7
H”Jfﬂn,gitno-_l‘~
ﬁ.gz )‘j;g " ‘ \
T M SUBCOHHITTEENX*

INTRODUCED B
{

Y21 BY REQUEST OF THE T
'
A e &y (Do
. ' A
CXWF’\/ ﬂ ON AGRICULTURAL Pj/-LENS Ao

BT AR PPN I o A e ] .,/,.,f;,/

'u,ﬂ,// -
Lretarre £ G e /Wf/rﬁ/wo
A BILL FOR AN ACT ENTITLEU:  “AN  ACT  CREATING AN ;7 [

AGRICUL TURAL PRODUCTLON LOAN LINKED DEPOSIT PRDGRAME;7
AUTHORLIZIING THE BOARD OF INVESTMENTS TO PLACE UP 10
$509000,000 OF PUBLIL INVESTMENT FUNDS IN CERTLIFICATES GF ) Aﬁ#
UEPOSIT WITH PARTICIPATING LENDING INSTITUTIONS AT y
INTEREST RATE | PERCENT BELOW THE CURRENT MARKET RATEY
REQUIRING EACH INSTITUTION TO LEND THE VALUE OF SUCﬁ/
OEPOSITS 7O ELTGIBLE AGRICULTURAL OPERATIONS AT An lNTERESIéf
HATE NOT EXCEEDING 2 PERCENTAGE POINTS GREATER THAN THE RAIE%“Z
PAYABLE ON THE CERTIFICATES OF DEPOSIT; AND PROVIDING AM&”J4 o
lHHED{ATE kFFECI[VE DATE AND A TERMINATION OATE."™ Uhoe
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BE IT ENACTED BY fHE LEGISLATURE DOF THE STATE OF MONTANA:

Section le findings and purpose. The leqisiature finds
that due to economice <limatics and other factors beyond
their control a significant number of Montana agricultural
producers are presently unable to obtain the financial
credit nectessary to continue operating and are in imminent

peril of losinyg their operations and their tivelihoods

because of the dependence of the entire Montana economy on
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the well-being of agricultures the legislature Ffurthar finds
that tne 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 snstitutions at less than current market rates to
in turn enable those institutions to make credit available
to certain agricultural borrosers at favorable ratess
Hotwithstanding other statutory fiduciary requirementss a
deposit under [this act] is hereby authorized and declared
to be for a valid public purpose.

Sectiogn 2. Definitionss As wused in [this act}e the
following definitions apply:

(1) "Board" means the board of investments established
under 2-15-1005%.

(2) *®Eligiple agricultural operation® means any
persons Ccorporations partnershipy or other entisty which is
engaged in the production of agricultural, livestocks
poultryy dairy, or fruit or other horticultural products and
which:

{3) derives at teast 70X of its gross income from such
productian; and

{b) has total financial liabilities exceeding 30% of
its total assetse

[{3) *Eligible lending institution™ means a financial

institution that:

.- INTRODUCED BILL

SB7



10

11

12

L3

4

15

16

17

18

19

20

21

22

23

24

25

LL oo3lyson

{a) is eligible to make commercial loans;

{b) is a public depository of state fundsi and

(¢) aqrees to participate in the Jinked deposit
program established by [this act].

(4) "Linked deposit™ means an agreement between the
board and an eligible financial institution whereby a
certificate of deposit for 3 term not exceeding 5 monthsv s
placed by the board with an eligible lending institution at
a rate L% pelow the current market rate for such a  deposity
as determined by the boaras provided the institution agrees
to lend the value of such depositsy pursuant to the deposit
aqreement providea in [section 5}y to eligible agricultural
operations at an interest rate not exceeding 2 percentage
points greater than the rate payable on the certificate of
deposits

Section 3« Amount authorized for linked ueposits-- The
board may place public funds under its control not exceeding
$50, 000,400 mn 1inked deposits in eligible lending
institutions qualified under [this a<t] to receive such
depositss

Section 4. Application for funds -- criteria for
loanse. (1) An eligible lending institution that desires to
receiva a Vinked deposit shall accept and review
applications for linked deposit loans from eligible

agricultural operationse The institution shall apply all
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usual lending standards to determine credit worthiness of
each applicante No linked deposit loan made to any eligible
agqrizultural operation may exceed $50,000+ and no service of
separate loans funded under {this act)] may be made which in
the agqregate exceeds such limit to any single eligible
aqricultural operations

{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 livestuck for other than breeding
pUTrpOSESs

{3) The eligible lending institution must forward to
the baara a linked deposit loan package on a form prescribed
by the board which discloses the recipienty amounts rate of
interesty and term of each loan proposed to be made with the
linked deposite The institution shall ensure and Certify
that each lYoan applicant meets the eligibility requirements
of [this act]e

Section 5« Approval and acceptance of deposit -~
deposit agreements (l} The board may accept or reject the
linked deposit loan package or any portion theregf.

(2) Uupon acceptance of the linked deposit loan package
ar any portion thereof.: the board may place certificates of
deposit for a term not to exceed 6 months with the eligible

lending institution at a rate 1% below the current market
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rate for such certificatesy as determined by the boarde

(3) The eligible lending institution must enter inte a
deposit agreement with the bcards which snall specify the
recipients, amounts rate of interests and length of time of
loans which the institution will wmake upon receiving a
linked deposit. The aqgreement must also specify that
interest on the linked deposit must pe paid at the times
determined by the boarda

{4) The period of time for which a certificate of
deposit is placed with an eligible lending institution wmay
be neither 1longer nor shorter than the periad of time for
which the linked deposit is used to provide loans at reduced
interest rateses

section &. Linked deposit loanse. (1) Upon placement of
a linked deposit with an eligible lending institutions the
institution wmust }end such funds to each approved eliqgible
agricultural operation listed in the linked deposit loan
packaqge required by [section 4] and in accordance with the
deposit agreement required by [section 5]« Each loan must be
at a3 fixed rate of interest not exceeding 2 percentage
points greater than the rate payable on tne linked deposite

12} AVl records ond cocuments pertaining to each loan
shall be seqregated by the lending institution for ease of
identification and examinations

(3) Each eligible agricultural cperation receiving a
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loan under (this act] shall promptly certify receipt of the
toan to the board in the form and manner prescribed by the
board.

(4) Any report of noncompliance by an eligible lending
institution chartered wunder the laws of this state must be
referred to the financial division of tne department of
commerce for approgriate actions Any report of noncampliance
by an eligible lending institution chartered under federal
law must be referred to the office of United States
comptraller of the currency for appropriate actions

Section Te Licbility for locans and deposit funds.
Neither the state nor the board s liable t0 any eligible
lending institution in any manner for payment of the
principal or interest oan any loan to an eligihle
dgricultural operations Any delay in payments or default on
the part of an eligible agricultura) operation does not in
any manner affect the deposit agreement betwecen the eligible
lending institutian and the boarde

Section Bs Penaliys (1) Any person who knowingly makes
a false statement concerning any locan applicatien or linked
deposit loan pdackage is guilty of a misdemeinora.

(2} Any 1lendinqg officer of an eligible lending
institution wWno Kknowingly viclates any provision of [this
act] is guilty of a wmisdemeanor.

section 9. Effective date -- termination. (1) FThis act

T
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is effective on passage and approval and terminates March
15+ 1987

{2) The authority of the board to make linked depossits
under this act terminates August 31+ 1986.

=-tnd-
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APPROVED BY COMMITTEE
ON AGRICULTURE LIVESTOCK
& IRRIGATION

YELLOW PRINTING DISPENSED

SENATE BILL NO, 7 )
INTRODUCED BY NEUMAN, ASAY, KOLSTAD, SCHULTZ, LANE,
RAPP-SVRCEK, REGAN, CCONOVER, COBB, ANDERSON, TVEIT,
HARDING, HOLLIDAY, VINCENT, TOWE, ADDY, YELLOWTAIL,
E. SHMITH, ABRAMS, SEVERSON, MONTAYNE, THAYER, HOWE,

SPAETH, HART,ABARPER, 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 ?ROGRAM:
AUTHORIZING THE BOARD OF INVESTMENTS TO PLACE UP T0
$50,000,000 OF PUBLIC INVESTMENT FUNDS IN CERTIFICATES OF
DEPOSIT WITH PARTICIPATING LENDING TNSTITUTIONS AT AN
INTEREST RATE 1 PERCENT BELOW THE CURRENT MARKET RATE;
REQUIRING EACH INSTITUTION T0 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 QF DEPOSIT; AKND PROVIDING AN

IMMEDIATE EFFECTIVE DATE AND A TERMIMATION DATE."

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

Section 1. Findings and purpase. 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 1losing 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 1local
financial institutions at less than current market rates to
in turn enable those institutions to make credit available
to certain agricultural borrowets 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) T"Eligible agricultural operation® means any
person, corperation, ¢ _tnership, or other entity which is
engaged in the prociction of agricultural, livestock,
poultry, dairy, or fruit or other horticultural products and
which:

THIRD READING
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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 1lending institution” means a financial
institution that:

(a) 1is eligible to make commercial loans;

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

(c¢) agrees to participate in the linked deposit
program established by [this act].

(4) "Linked deposit" means an agreement between the
board and an eligible financial institution whereby a
certificate of deposit for a term not exceeding & 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 égricultural
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
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deposits.

Section 4. Application for funds -- criteria for
loang. (1) An eligible lending institution that desires to
receive a linked deposit shall accept and review
applications for linked deposit loans Ffrom eligible
agricultural operations. The institution shall apply all
usual 1lending standards to determine credit worthiness of
each applicant. No linked deposit loan made tc any eligiblie
agricultural operation may exceed $50,000, and no service of
separate locans funded under [this act] may be made which in
the 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 Eorward to
the board a linked deposit }oan 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. (1) 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 pericd 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 *ime for
which the linked deposit is used to provide loans at reduced
interest rates.

Section 6. Linked deposit loans. (1) 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 locan 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.teport 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 1lcans and debosit 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 1loan 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 tb» c:posit agreement between the eligible

lending institution and the board.

-6- S8 7
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Section 8. Penalty. (1) Any person who knowingly makes
a false statement concerning any loan application or linked
deposit loan package is guilty of a misdemeanor.

{2} Any lending officer of an eligible lending
institution who knowingly viclates any provision of {[this
act] is guilty of a misdemeanor.

Section 9. Effective date —- termination. (1)} This act
is effective on passage and approval and terminates March
15, 1987.

(2) The authority of the board to make linked deposits
under this act terminates Augusat 31, 1986.

-End-

-7~ SB 7
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SENATE BILL NO. 7
INTRODUCED BY NEJMAN, ASAY, KOLSTAD, SCHULTZI, LANE,
RAPP-SVRCEK, REGAN, CONOVER, COBB, ANDERSON, TVEIT,
HARDING, HOLLIDAY, VINCENT, TOWE, ADDY, YELLOWTAIL,
E. SMITH, ABRAMS, SEVERSON, MONTAYNE, THAYER, HOWE,
SPAETH, HART, HARPE:, KENNERLY, FRITZ, BACHINI,
PAVLOVICH, SCHYE, THOFT, DONALDSON, XELLER, GLASER,
FATTERSON, 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 TG
$50,000,000 OF PUBLIC INVESTMENT FUNDS IN CERTIFICATES COF
DEPOSIT WITH PARTICIPATING LENDING INSTITUTIONS AT AN
INTEREST RATE 1 FPERCENT BELOW THE CURRENT MARKET RATE;
REQUIRING EACH TINSTITUTION TO LEND THE VALUE OF SUCH
DEPOSITS TQ ELIGIBLE AGRICULTURAL OPERATIQONS 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 TERMINATION DATE."

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

Section 1. Findings and purpose. The legislature finds
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that due to econcmic, climatic, and other factors beyond
their control a significant number of Montana agricultural
producers are presently unable to o¢btain the financial
credit necessary to continue operating and are in lmminent
peril of losing their operations and their livelihood.
Because of the dependence of the entire Montana economy o©n
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 fiduclary reguirements, a
deposit under [this act] is hereby authorized and declared
to be for a valid public purpose.

Section 2. Definitions. As used in [this accl, the
following definitions apply:

(1) "Board" means the board of investments established
under 2-15-1005.

{2y "Eligible agricultural operation” means any
person, corporation, partnership, or other entity which is
engaged in the production of agricultural, livestock,
poultry, dairy, or Eruit or other horticultural products and

which:

REFERENCE BILL

-2- AS AMENDED SB 7



F R R X

& & s o oW

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

25

S8 0007703

{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 deposit
program established by [this act].

{4} "Linked deposit" means an agreement between the
board and an eligible fipancial 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 [secticn 5], to eligible agricultural
operations at an interest rate not exceeding 2 percentage
points greater than the rate payable on the certificate of
deposit.

Secktion 3. Amount authorized for linked deposits. The
board may place public funds under its control not exceeding
$590,000,000 in linked deposits in eligible lending

institutions qualified wunder (this act] to receive such
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deposits.

Section 4. Application for £Eunds =-- criteria for
loans. (1) An eligible lending institution that desires to
receive a linked deposit shall accept and review
applications for linked deposit 1loans from eligible
agricultural operations. The institutien shall apply all
usual lending standards to determine credit worthiness of
each applicant. No linked deposit loan made to any eiigible
agricultural operation may exceed $50,000, and no service of
sepatate loans funded under [this act] may be made which in
t+c 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
putposes.

{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 TQTAL 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].



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

25

SB 0007/03

Section 5. Approval and acceptance of deposit --
deposit agreement. (1) 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 for a term not to exceed 6 months with the eligible
lending institution &c 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 of time for
which the linked deposit is used to provide loans at reduced
interest rates.

Section 6, Linked deposit loans. (1) Upon placement of
& linked deposit with an eiigible 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 reguired 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
identificaticn and examination.

(3) Each eligible agricultural operation receiving a
loan under [this act] shall promptly certify receipt of the
lean to the board in the form and manner prescribed by the
board.

(4) Any report of noncompliance by an eligible lending
instituction chartered wunder 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 lcans 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 cn any lcan to an eligible
agricultural operation. Any delay in payments or default on
the part of an eligible agricultural operaticn does not in

any manner affect the deposit agreement between the eligible

o= SB 7
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lending institution and the board.

Section 8. Penalty. (1) Any person who knowingly makes
a false statement concerning any loan application or linked
deposit loan package is guilty of a misdemeanor.

{2} Any lending officer of an eligible lending
institution who knowingly violates any provision of [this
act] is guilty of a misdemeanor.

Section 39, Effective date -- termination. {1l) This act
is effective on passage and approval and terminates March
15, 1987.

(2) The authority of the board to make linked deposits
under this act terminates August 31, 1986,

-End-

-7- 5B 7
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SENATE BILL NO. 7
INTRODUCED BY NEJMAN, ASAY, KOLSTAD, SCHULTZI, LANE,
RAPP-SVRCEK, REGAN, CONOVER, COBB, ANDERSOW, TVEIT,
HARDING, HOLLIDAY, VINCENT, TOWE, ADDY, YELLOWTAIL,
E. SMITH, ABRAMS, SEVERSON, MONTAYNE, THAYER, HOWE,
SPAETH, HART, HARPE:r, KENNERLY, FRITZ, BACHINI,
PAVLOVICH, SCHYL, THOFT, DONALDSON, XELLER, 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 LENDBING 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 THL RATE
PAYABLE ON THE CERTIFICATES OF DEPOSIT; AND PROVIDING AN

IMMEDIATE EFFECTIVE DATE AND A TERMINATICN DATE,"

BE IT ENACTED BY THE LEGISLATURE OF THE STATE QOF MOKTANA:

Section 1. Findings and purpose. The legislature finds
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that due to ececnomic, climatic, and other factors beyond
their control a significant number of Montana agricultural
praoducers are presently unable to obtain the financial
credit necessary to continue operating and are in imminent
peril of losing their operations and their livelihoed.
Because of the dependence of the entire Montana economy on
the well-being of agriculture, the legislature further finds
that the «current «c¢risis 1in agriculture poses a seriocus
threat to all Montana's citizens. It is the purpose of [this
act] to permit deposit of public ianvestment 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 Efiduciary requirements, a
deposit wunder [this act] is hereby authorized and declared
to be for a valid public purpcse.

Section 2. Definitions. As used in [this act], the
following definitions apply:

(1) "Board" means the bocard of investments established
under 2-15-1005.

(2y "Eligible agriculrural aoperation” means  any
person, corporation, partnership, or other entity wnich 1is
engaged in the production of agricuitural, livestock,
peultry, dairy, or fruit or other horticultural products and

which:
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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 1lending 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 1linked deposit
program established by [this act].

{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
peints greater than the rat« 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 wunder (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 deposit 1loans 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
tr~ 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 propesed to be made with the

linked deposit, AND RATIC 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],

-4- S8 7
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Section 5. Approval and acceptance of deposit --
deposit agreement. (1) The board may accept or reject the
linked deposit loan package or any portion thereof.

(2) Upocn acceptance of the linked deposit loan package
or any porticn thereof, the beoard may place certificates of
deposit for a term not to exceed 6 months with the eligible
lending institution &c¢ 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 sgpecify the
recipients, amount, rate of interest, and length of time of
loans which the dinstitution will make upon receiving a
linked deposit. The agreement must alsc specify that
interest on the linked deposit must be paid at the times
determined by the beard.

(4) The pericd of time Efor 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 depcsit is used to provide loans at reduced
interest rates.

Section 6. Linked deposit lcans. (1) Upon placement of
a linked deposit with an eligible lending institution, the
institution must lend such funds to each approved eligible
agricultural cperation 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 G]. Each loan must be
at a fixed rate of interest nct exceeding 2 percentage
points greater than the rate payable con the linked deposit.

{2) All reccords 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
lean under [this act] shall promptly certify receipt of the
lcan to the board in the form and manner prescribed by the
board.

(4) Any report of noncompllance 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 cof noncompliance
by an eligibie lending institution chartered under federal
law must be referred to the office of United States

comptroller o©of the currency OR OTHER APPROPRIATE FEDERAL

REGULATORY AGENCY for appropriate action.

Section 7. Liability for 1loans and depecsit funds.
Neither the state nor the board is liable to any elligible
lending institution imn any manner for payment of the
principal or interest on any loan to an eligible
agricultural cperation. Any delay in payments or default on
~he part of an eligible agricultural operation does not in

any manner affect the deposit agreement between the eligible

=b- SB 7
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lending institution and the board.

Section 8. Penalty. (1) Any person who knowingly makes
a false statement concerning any loan application or 1linked
deposit lcan package is guilty of a misdemeanor.

(2) Any lending cfficer ©of an eligible lending
institution who knowingly violates any provision of [this
act] is qguilty of a migdemeanor.

Section 9. Effective date -- termination. (1) This act
is effective on passage and approval and terminates March
15, 1987.

{2) The authority of the board to make linked deposits
under this act terminates August 31, 1986.

-End-
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