MINUTES OF THE MEETING
AGRICULTURE, LIVESTOCK AND IRRIGATION
MONTANA STATE SENATE

January 30, 1985

The Agriculture, Livestock and Irrigation Committee meeting was
called to order on the above date, in Room 415 of the State
Capitol Building, at 1:00 p.m., by Chairman Boylan.

ROLL CALL: All members present.

SENATE BILL 202: Senator Esther Bengtson, SD 49, told the commit-
tee the bill revises and amends the Agricultural warehouse ¢ommo-
dity Dealer and Grain Standards apct. The history of the act was
that it dealt with an 80 page bill the Department of Agriculture
and grain elevator people worked out. It came about as a result
of a bankruptcy that left producers holding the bag. There are
some areas in the agricultural community that find it impossible
to live with the act. On behalf of the Montana cattle feeders,
we worked with grain growers and grain dealers and have come up
with some amendments. There is another bill in the House on
second reading today that doesn't do what this bill does. She
pointed out the changes on page 2, where it raises the ceiling to
$30,000. They thought even $50,000 wouldn't be too high. Pages
5 and 6 - requirements on when you have to get license and be
bonded. The bonding requirement would already be taken care of.
Neighbors can buy from one another. 1In regard to lines 10 and
11, she understands that the financial statement has been a
"bugabo".

PROPONENTS : Representative Tom Asay, HD 27, and Chairman of the
Montana Cattlefeeders Association, said the amendments on page

6 handle their problem. There was difficulty before there was a
good bonding procedure; it was inadequate. He saw no reason to
have a double bonding system.

Jack Asay, Legislative Chairman for the Montana Cattle Feeders
Association, read his testimony and asked committee support for
this bill. Exhibit #1.

Dan Barkemeyer, Montana Cattle Feeders Association, supported
passage of SB 202. Full testimony attached as Exhibit #2.

Leroy Gabel, who farms with his wife in the Yellowstone Valley,
supported the bill. Full testimony attached as Exhibit #3.

Henry Weschenfelder, said he was buying just about all his grain
from bonded dealers. He felt the protection was already there
for the producer and objected to the double bonding.

Max Henthorne, a cattle feeder from Great Falls and the Vaughn
area and member of the Montana Stockgrowers, thought this bill
was heading in the right direction. He supported both HB 349,
as amended and SB 202. He didn't believe they are not trying to
pay their bills, but felt it a lot easier and more business like
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to trade on business.

Senator Ed Smith, SD 10, supported the bill. He had a crop failure
last year and had to buy a lot of feed. He only buys from grain
elevators or a local member so didn't see why he would have to

have a bond to do that. He said he would like to follow the law,
but last year he didn't. He would like them to have faith in

him that he would pay his bill.

Leanne Schraudner, Montana Grain Elevators Association, supported
raising the exemption and felt it could even be raised to $50,000.

OPPONENTS: Mark Rasmussen, a small grain producer from Hogeland,
Montana and President of the Montana Grain Growers Association,
strongly opposed the bill in its present form. His full testimony
is attached as Exhibit #4.

Keith Kelly, Department of Agriculture, said he was part propo-
ment and part opponent. The Department would support statutes

to promote the industry. The Department has worked in the past
with the grain elevator people. They have looked at the expanded
commodity and it is not the intent of the agency to cause problems
with the industry. He had a problem with the bill and had an
amendment to clear it up. He had put it into HB 349. It raised
the fees of the legislature's bond equivalency. If one has to be
bonded and licensed,they could work out one. He supported the
$30,000 exemption. It was not intended that the Department go
out and bond. The $10,000 was too low. = The amendment, page 2,
line 7, proposed changing language to person who buys or handles
agricultural commodities from licensed commodity dealers or who
does not buy more than $30,000 worth of agricultural commodities
from producers during a licensing year. If a feed lot buys
$30,000 plus a dollar, when he goes over the $30,000 he would be
bonded. They are trying to prevent a double bonding issue.

HB 349's bond equivalency supports that. Amendments Exhibit #5.

Committee questions: Senator Galt asked about page 6, section 3,
lines 10 and 11 regarding not needing to include the financial
statement. Senator Bengtson answered that, if he isn't licensed
or bonded, he doesn't have to file a financial statement.

John MacMaster, Legislative Council, added that, if you are a
commercial feed lot operator, you have to be licensed and bonded,
but do not have to include the financial statement.

Keith Kelly added that the last legislative session did allow
the Department to put together insurance. It had a sunset law.
He did not think the bill would work the way it is sitting now.

Senator Bengtson asked Mr. Kelly, regarding the bond equivalency,
what section he was talking about. Kelly answered silage or hay
doesn't come under any bonding requirements or bond equivalency,
it shows up in a defferent section of law. Some bonding companies
offered some resistance to it but it is working good now but some
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bonding companies may be charging more now. They are willing to

work on letters of credit or c.d.'s. Bonding companies are going
with their financial institutions. He didn't think this had come
out of legislative council.

Senator Bengtson - No matter what kind of bond you have, it still
doesn't insure payment? Kelly - They can bond to adequate levels;
the highest is a million dollar bond. Going back to a handshake,
if you have a 90% payment at that time, they have to wait until
the grain is delivered so that they know what the amount is.

There is still 10% left out there unprotected. He felt, under the
current laws, the grain dealer is much better protected.

Senator Bengtson - How do you collect it? Kelly - All are licensed
and bonded. There is a variable fee on how much grain they pur-
chase from $25 up to $150, depending on the volume of grain; it

is usually $25 to $50 and some may be up to $75.

Senator Bengtson - How many feed lots are in compliance at this
time? Kelly - Six.

Senator Bengtson - How many feed lots are there in Montana at
this time? Kelly - About 25 to 30 commercial feed lots; six are
licensed and bonded.

Senator Lane - If a feed lot went broke, could he come back and
attach the cattle for the feed lot bill? Wechenfelder - It is
between farmer and broker because he is the one who purchased
the grain.

Senator Bengtson felt there are problems with the law that need
to be taken into consideration and suggested taking the two bills
and working out the exact language we want and then it might be
pretty close. Some questions were whether it is to be purchased
between members or by contract and whether they wouldn't exceed
the $30,000 limit. She thought that was what the Agriculture
Department wanted also.

SENATE BILL 154: Senator Ed Smith, SD 10, explained that the bill
increased the swine assessment on page 1, line 15, from 20 cents
to 0.3% of sale of the animal. As sales increase, the amount
increases; but when sales decrease so would the amount. The
other area of change is on page 2, line 7 pertaining to the per-
cent of refund assessment. It would be determined by the commit-
tee how much is sent to Pork Producers Council. He sponsored the
original legislation a few years ago and thought the Pork Pro-
ducers Council is doing a good job.

PROPONENTS: Les Graham, Department of Livestock told the committee
they have had six legislative audits in the last ten years and

they have found no problems. The pork producers have been very
cooperative and his Department would like to keep in touch on a
constant basis. They have not taken any administrative costs

out. Doctor Glosser did some work for them, but the Department
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did not send a bill. The Pork Producers Council reimbursed the
Department on their own. The money from the producers is work-
ing there. The Department would be happy to continue with this
and no change would be intended.

Dewey Scmittt, President, Montana Pork Producers Council, suppor-
ted the bill. Testimony attached as Exhibit #6.

Allen Eck, Montana Farm Bureau Federation, supported the bill and
said the check off must be voluntary and solely for the pork pro-
ducers. Exhibit #7.

Sue Huls, Executive Secretary, Montana Pork Producers Council,
has worked with the Board of Directors, and rose in favor of the
bill. Exhibit #8.

OPPONENTS: A letter from Curtis T. Almy, Ismay, Montana, was
introduced as the only opponent. Attached, Exhibit #9.

Committee questions: Senator Severson didn't think the wording
on line 15 was clear. He thought something about the sales
price should be inserted.

John MacMaster, Legislative Council, suggested page 1, line 15,
after the word "on" they should put in "the sales price of".

Senator Bengtson thought it important that somebody answer some
of the questions Mr. Almy proposed. She felt there was a con-
flict between the Pork Producers Association and the 1800 others
that aren't members, and asked why the Pork Producers Association
supported the move out of Mr. Almy's area.

Sue Huls answered that they did work with the MSU Swine Advisary
Council. They wanted to do more than they could do. The com-
mittee worked with them and they were supportive but there was a
need for a lot of money to be spent to bring buildings up to
standard and they felt some of the research was not the quality
it should be, because of outdated equipment. The best thing they
could do for the money was to consolidate.

In answer to Mr. Almy's letter, Mrs. Hul's comments are as follows:
1.) Who will collect money from out of state? In Montana, a
licensed buyer must collect. If they go to a plant in South Dakota
the plant will deduct it if they ask, but if you go out of state,
they are not responsible. 2.)There are a lot of people with one
cow or one hog; hobiests, I think they are called. There are
about 350-400 people seriously producing hogs in this state. It
varies from about 200-250 members per year. The Pork Producers
Council is trying to reach and incorporate as many people as they
can. They send their magazine to people whether they are members
or not and are using the check off money for this. 3.) Producers
felt they needed the services if they are going to continue pork
promotion. Their producers made the choice, based on their own
economic conditions. 4.) Because, in the original legislation,
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any producer who wishes to send receipts within 90 days to the
Department of Livestock, can get his money refunded. 1In the past
they have had up to 3% refunds requested and these were mainly
from Hutterite colonies. 5.) Question 5 is a part of 4 and there
is a refund provision in the law. 6.) Last item - It was turned
over to the people who write the law and this should be addressed
by those who write the law.

Senator Smith, in closing, commented on the letter from Mr. Almy
and the 50% increase saying, if they average $50, it gets no
increase if the price drops. He never received one letter from
people in his area against this and it is the only agricultural
commodity that shows a net profit. He felt that is due to the

Pork Producers Council. He said they are going to have some

people complain no matter what; some people expect a free ride.

He felt everybody should carry their weight. He told the committee
they have only one letter and there were no telephone calls taken
so most people are satisfied with the bill.

Hearing closed on SB 154.

DISPOSITION OF SB 154: Senator Conover moved the amendment: page

1, line 15, following "on", insert "the sale price of". Motion
carried.

Senator Conover moved SB 154, as amended DO PASS. Motion carried
unanimously.

SB 202: Senator Boylan placed SB 202 into a subcommittee composed
of Senators Bengtson, Severson and Conover to work out the pro-
blems.

There being no further business, the meeting adjourned.

o ——— a

‘." . ) / /"

oo iy -
SENATOR PAUL BOYLAN, Chairman




ROLL CALL

AGRICULTURE, LIVESTOCK & IRRIGATTION COMMITTECE
- 49th LEGISLATIVE SESSION -- 1985 pate [~30-85
SENATE R
SEAT - - - -
B
NAME PRESENT ABSENT EXCUSED
1 SENATOR_GARY AKLESTAD o
27 SENATCR ESTHER BENGSTON v
35 SENATOR JACK GALT v
34 SENATOR H. W. (SWEDE) HAMMOND v
10 SENATOR ALLEN KOLSTAD L
38 SENATOR LEO LANE v
£ SENATOR RAY LYBECK v
31 SENATOR ELMER SEVERSON y/’
39 SENATOR BOB WILLIAMS —
29 SENATOR MAX CONOVER, V. CHMN. J/
50 SENATOR PAUI, BOYLAN, CHAIRMAN v
—.'
]
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Each day attach to minutes.
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. Jack Asa
NAMI: y Bill No. SB 202
ADDRESS  Bi1lings, Montana o
. Bill ontana DATE
e 1/30_._.
WHOM DO YOU REPRESENT  Montana CattleFeeders Assoc
SUPPORT POSE o
("-"—-xm-wm_-mf”'(””hﬁhm _ ‘ AMIND
PLEASE

LEAVE PREPARED STATEMENT WITH SECRETARY.

Comment s:
Ir. Chairman, members of the committee, for the record, my name is

Jack Asay and I am Legisltive Chairman for the Montana Cattle

Feeders association.

iir. Chairman, the Montana Cattle Feeders Association considers several
aspects of the ilontana Grain Dealers Licencing Act, of the last

legislative session, objectionable and detrimental to the best inter-
ests of the feedlot operators. The members consider themselves
valuable customers of Montana grain producers and respectfully
request a review of portions of the Act.

ThExdanXax

The ontana Cattle Feeders Association respects and supports efforts
of lMontana grain producers to protect their own interests hu# it is
our hope that this committee will see fit to support changes in the
law which will make compliance less burdemsome for commercial feed-
lots in the State.

Ideally, commercial feeders would prefer their operations excluded
from covemage by the Act. The record keeping and reporting require-
ments demand non productive waste of time and money, and in our
opinion, do nothing to reduce grain producers risks.

The liontana Catlle Feeders Association sincerely appreciates this
opportunity to present its its position regarding the Grain Dealers
Licensing act.

Mr. Chairman, I would like to introduce several members of our

organization who will speak more specifically on the problems we
have with this act.

Thank you.



Forn

~-79

I~ 30-85

T 1£'MW‘
o ( ( £‘“’Hbo"' o

NAMI'Dan Barkemeyer Hill No. SB 202
ADDRESS - Huntley lMontana DATE “
WHOM DO YOU REPRESENT N -

RESEN' lontana Cattle Feeders
SUPPORT o oprosk AMEND X
PLEASE LEAVE PREPARED STATEMENT WITH SECRETARY

Commoents:

Mr. Chairman, members of the committee, for the record my name is

Dan Barkemeyer, I am president of the Montana Cattle Feeders
Association. ..in

The Montana Cattle Feeders Association strongly supports the passage

of Senate bill 202. We feel that if we buy our grains through

licensed and bonded dealers it serves no practical purpose for us

to become licensed and honded also.

A negative vote on Senate bill 202 would only create an additional
expense to an industry that is already under severe financial

pressure. We are all trying to build a better Montana through
agriculture and your support on this issue would certainly be a step
towards reaching this goal.

Agriculture in Montana is now in a very stressful condition. We have

a cattle feeding industry that has come from the crawling, to the walkir
stage. It is now in a position to get up and run! More government to
hamper our free enterprize system could very well take us back to the
crawling stage.

The cattle feeding industry is a phase of Agriculture that hs more

of an ability to produce total economic upswing in our great state than
any other business I can think of. We ask a. do:pass of SB 202.

Thank You

]
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4 Bill No.
d ADDRESS : ~SB -208 ———
e V) - » »
r Leroy Gabel e el e _‘_DATE January 30
WHOM DO YOU REPRESENT celf hetaaod
suevorr X OPPOSE AMEND T
PLIEASE LEAVE —

PREPARED STATEMENT WITH SECRETARY .

(f«:fmn(‘n Ls:
Mr. Chairman, members of the committee, my name is Leroy Gabel
and I support Senate Bill 202.
My wife and I farm in the Yellowstone Falley. The farm economy
in the Yellowstone valley has been in troubled times because of the
loss of the sugar industry, but has caused the development of a
fledging cattle feeding industry. We raise feed grains and corn
silage which now have a market because of the increase in the
cattle feeding industry.
This present law causes a hardship on our existing feedlots and
future feeding industry. We are now loosing our llontana cattle to out
of state cattle feeders and if we place more rules and regulations
on our industry the loss will be even greater.
The vast majority of the feedlots are presently buying thier feed
grains from bonded and licensed dealers because there is not enough
feed grains produced locally to satisfy the need.
The commodity we’ggggyce is corn silage which we as growers feel

el . A
thier is nows bonﬁw7We ask the question "How much protection does a

bond provide?"
Some farmers are still waiting for a portion of the payment from an
industry failure that was bonded and by no means covered the loss.

I urge your support on SB 202 to maintain a growing feedlot industry
in the state of Montana.

I will be glad to answer any questions.

Thank you.
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Montana
Grain
Growers
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Association P.O. Box 1165 * 750 6th Street SW. » Great Falls, Montana 59403 « 406/761-4596
. |

Mr. Chairman, Members of the Committee:

For the record, my name is Mark Rasmussen. I am a small grain
producer from Hogeland,vMontana, and am also the President of the
Montana Grain Growers Association. I am here to testify in opposition
to SB 202,

The Agricultural Warehouse, Commodity Dealer and Grian Standards
Act, passed by the 1983 Legislative Assembly, requires that certain
minimum standards be met by any person or business intending to purchase
grain in quantity for commercial purposes. Reducing these minimum
stanaards would reduce the degree of protection afforded to Montana’s
grain producers by this Act. A cattle feeding oi)crat ion may purchase
more grain per year than some small, country elevators. Any business
purchasing grain for commercial purposes should be required to meet
certain wminimum standards. We can understand the cattle feeders wish to
be exempt from the licensing and bonding requirements. As grain
producers, however, we are not concerned with what the grain will be
used for after we have sold it. Our primary concern is that we may
reasonably expect to receive payment for the grain that we sell.

We will not take issue with the cattle feeders requesi for
exemption from licensing requirements if they agree to purchase their
feed grain needs only from licensed and bonded dealers. Raising the
$10,000 maxinum exemption to $30,000 and exempting all sales made on a

contract basis do not make sense to us, however. No maximum exemption

MARK HASMUSSEN ROSS FITZGERALD HOWARD HAMMOND GREGG HOLT
President Vice President Secretary Treasurer

o Y TOR Fa Y N i




limit will ever be acceptable to all parties, and our position is that the
present $10,000 limit is reasonable. The contract sales‘exemption is a more
important issue. Most grain sales, except those between neighbors or persons
who are well-known to each other, are on a contract basis. Grain sales
contracts provide no recourse to sellers, other than that which is available
through the courts, or the bankruptcy courts. The producers who did not
receive payment as a result of the Coast Trading Company bankruptcy had sold
their grain on a contract basis. Elevator bankruptcy insurance, which is now
available to Montana grain producers, is void if the sale was made to an
unlicensed purchaser. Of all the provisions of SB 202, the exemption from
licensing and bonding requirements of all sales made on a contract basis is
the provision which the Montana Grain Growers Association must object the most
strongly to.
While we understand the wishes of the cattle feeding industry, MGGA

strongly opposes SB 202 in its present form.

]
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Exhibitd 7 8154
502 South 19th Bozeman, Montana 59715
Phone (406) 587-3153

MONTANA

FAHM BUREAU TESTIMONY BY: Alan Eck
FEDERATION BILL #SB154 DATE__1/30/85
- SUPPORT XXX OPPOSE

Mr. Chairman and members of the committee; for the record my name is Alan
Eck. I'm representing the Montana Farm Bureau Federation. We would 1ike to go
record as supporting Senate Bill #154. We feel that it is important that ag
producers put themselves in a position where they can receive the best possible
net return from their productivity. The increasing costs of production demands
that we find new ways to become more efficient. The funds raised by this check off
program can assist pork producers to be more efficient through research, marketing
and promotional programs. The Farm Bureau does believe that these check offs
must be voluntary and the benefits should be solely for the pork producer.

We ask that the committee give SB #154 a "do Pass" recommendation. Thank you.

A Lo
i q\&j‘im\ N [I//-
SIGNED

—== FARMERS AND RANCHERS UNITED =—=—
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