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Minutes:

Tape #1 side B 14.0 to 16.5 Eric Hardmeyer, Bank of North Dakota explaining that this bill

relates to Family Farm loan amount restrictions, residency requirements, and net worth

restrictions. (See attached testimony.)

Chairman Nicholas: What is the base interest rate on these loans?

Eric; One below our base rate which is 7 % % so it would be 6 3/4%.

Chairman Nicholas: With this bill a family farmer could borrow 75% of Equity he needs for say

the Dakota Pasta Growers.

Eric: Some cases it would work that way. Each one is a little different. Start up coops are a little

different. May need more collateral.
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. Tape # 1 side B 24.8.. Woody Barth, Farmer Rancher and with the Ag mediation board.
Struggled with net worth problems for a long time and would support what this bill proposes to
do.

Chairman Nicholas: Would you have any reservations about raising the limitations?

Woody Barth: Board made up of four farmers and they are for raising the limits.
Rep Herbel: Why raise limits?
Woody Barth: Being realistic into days world.
Rep Mueller: Maybe a banker, for instance, with lots of assets (sherltered) wants to become a
beginning farmer. What do you do with that under this bill?
Eric: We look at all aspects and assests of the applicant.
. Ken Bu ND Farm Bureau.. Full support of this bill.

Dennis L. Johnson: ND Farmers Union in full support of this bill.

Hearing closed
1-21-99..Motion by Rep Warner DO PASS Seconded by Rep. Pollert
Carried 14 to 0 and 1 absent

Carrier:Rep Brandenburg
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Bill/Resolution No.: HB 1163 Amendment to:

Requested by Legislative Council Date of Request: _ 1-4-99

1. Please estimate the fiscal impact (in dollar amounts) of the above measure for state general or special
funds, counties, cities, and school districts.

Narrative:

The change should have no fiscal impact.

2. State fiscal effect in dollar amounts:

1997-99 Biennium 1999-2001 Biennium 2001-03 Biennium
General Special General Special General Special
Fund Funds Fund Funds Fund Funds
Revenues: $O $O $O SO SO S0
Expenditures: $0 $0 $0 0] 0) $0
3. What, if any, is fhe effect of this measure on the appropriation for your agency or department:
a. For rest of 1997-99 biennium: $0
b. For the 1999-2001 biennium: 30
$0

c. Forthe 2001-03 biennium:

4. County, City, and School District fiscal effect in dollar amounts:

1997-99 Biennium 1999-2001 Biennium 2001-03 Biennium
School School School
Counties Cities Districts Counties Cities Districts Counties Cities Districts

If additional space is needed, Signed _ o~ e

attach a supplemental sheet. ‘

Typed Name Paul T. Govig

Date Prepared: 1/8/99 Department Commercial Loans

Phone Number 328-5687
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Minutes:

Senator Wanzek called the meeting to order, roll call was taken, all were present.

Senator Wanzek opened the hearing on HB 1163.

Eric Hardmeyer from the Bank of ND spoke in favor of the bill. Testimony enclosed.

Senator Kinnoin: What was the deficiency rate in 1987?

Eric Hardmeyer: Around 2-3 %.

Senator Klein: What was the reason for striking out residency, people moving back?

Eric Hardmeyer: That’s correct.

Senator Wanzek: Couldn’t there be a situation where a young person would leave say for college
and then come back.

Eric Hardmeyer: Correct.
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Senator Sand: Is the only way this will work if there is a supporting father or would this program
let someone just beginning.

Eric Hardmeyer: This is not a starting person program.

Senator Urlacher: These are individuals coming directly to the Bank of North Dakota/

Eric Hardmeyer: No, these are participation loans where they come through a local lender to the
Bank of ND.

Senator Sand: Is this loan generated at helping someone through the door.

Eric Hardmeyer: There are 2 programs which are more beneficial to beginning farmers.

Senator Wanzek: It’s generally a rule that most who start farming get some family help.

Senator Klein: This bill only deals with family farm issues.

Eric Hardmeyer: Correct.

Ken Birsch from the ND Farm Bureau stood in support of the bill.

Dennis Johnson from the ND Farmer’s Union stood in support of the bill.

Senator Wanzek closed the hearing on HB 1163.

Senator Klein made the motion for a Do Pass.

Senator Mathern seconded.

ROLL CALL: 7 Yes, 0 No

CARRIER: Senator Wanzek
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If the vote is on an amendment, briefly indicate intent:



REPORT OF STANDING COMMITTEE (410) Module No: SR-40-4143
March 5,1999 1:19 p.m. Carrier: Wanzek
Insert LC:. Title:.

HB 1163: Agriculture Committee (Sen. Wanzek, Chairman) recommends DO PASS
(7 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). HB 1163 was placed on the
Fourteenth order on the calendar.

' REPORT OF STANDING COMMITTEE

(1) LC, (2) DESK, (3) BILL CLERK, (4-5-6) COMM Page No. 1 SR-40-4143
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TESTIMONY TO THE
HOUSE AGRICULTURE COMMITTEE
HOUSE BILL 1163
ERIC HARDMEYER - BANK OF NORTH DAKOTA

The Bank of North Dakota supports House Bill 1163 which amends and reenacts sections
6-09.11-03 and 6-09.11-06 of the ND Century Code. This bill changes and improves the Bank of
North Dakota’s Family Farm Program in three ways: 1) increases the loan amount from $75,000
to $150,000; 2) increases the net worth eligibility amount from $150,000 to $200,000; and, 3)
eliminates the three years residency requirement.

In 1987, the Legislature created the Financial Assistance For Family Farmers, or what we call the
Family Farm Program. The Declaration of Findings and purposes for that statute stated:

... Our System of family farm agriculture today faces a serious crisis. Depressed commodity
prices resulting from surplus production, lack of cashflow, deflated asset values, increasing debt
problems, and tight credit have combined to make it impossible for a large segment of family
farm agriculture to exist ... In order to survive, many of these family farms will need to
restructure their operations, restructure their debt, undertake new, more profitable enterprises...
The Bank of North Dakota is a vital resource for all North Dakota citizens, and the Bank of
North Dakota must develop innovative ways to help North Dakota family farms restructure,
recapitalize, and adapt to the current economic situation...”

Over a year ago we realized that the ag economy in ND was suffering and that the Bank of North
Dakota needed to provide some assistance. We responded by devising the Farm Initiative, which
essentially was a three part program. The hallmark of it was a program we called the Financial
Assistance program. This program allowed farmers to restructure their debt or to term out
operating loans and\or losses. The other two parts involved lowering the interest rate to 6% on
the Family Farm and Farm Operating programs. The Bank of North Dakota has experienced
significant usage of the Farm Initiative with over 277 loans totaling almost $30 million.

As we devised the Farm Initiative it became apparent there was a need for the Bank of North
Dakota to review all of its’ farm lending programs to ensure they were up to date and market
driven. In so doing, we incorporated ideas from the Commission on the Future of Agriculture,
and solicited input from our North Dakota banking partners and the Credit Review Board. With
that feedback, we developed a number of changes to existing programs that provided a more
market sensitive product and consistency throughout the programs.

The changes recommended to the Family Farm Program in this bill are changes that came about
as a result of our review. These are the only changes that require legislation. Your approval is
recommended.

































