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BILL/RESOLUTION NO, HB 1118
House Agriculture Committee
QO Conference Committee
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CHAIRMAN NICHOLAS : We wili now open the hearing on HB 1118, Is there anyone

Minutes:

Present to testify in favor of the Bill.

ROBERT HUMAN: The Bank of North Dakota supports HB 1118, This Bill will allow
The Bank more flexibility to move the fund dollars to the program (Beginning Farmer

Or Ag PACE) which is demanding the most interest bt}y down usage in the Biennium,
(PLEASE SEE ATTACHED TESTIMONY FOR THE REMAINDER OF ROBERT
HUMAN PRESENTATION).

CHAIRMAN NICHOLAS: Any questiotis.

REPRESENTATIVE FROELICH: Please refer page three of testimony, The figures are
Low. We are not at 500 acres per farm, We are more like three to four thousand acres

Per farm as to the maximum loan of $150,000.00 on Real Estate Loan Program and

$150,000.00 loan from the Chattel Loan Program.
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House Agriculture Commiitee
Bill/Resolution Number HB 1118
Hearing Date 1-+10--2003

)

VICE CHAIRMAN POLLERT: How often dose the Industrial Committee meet.

Tt e o S 5 e

ROBERT HUMANN: They meet every two months,

REPRESENTATIVE BELTER: Are the loans confidential?

ROBERT HUMANN: Yes they are confidential. Please see page five, six and seven
Ag to the loans we make in each county, For the AG PACE LOAN PROGRAM and the
BEGINNING FARMER REAL ESTATE LOAN PROGRAM.

REPRESENTATIVE MUELLER: Case to be made if both programs were put together.

ROBERT HUMANN: We are doing that. We are giving testimony tomorrow 1-10-03.
Good point,

N REPRESENTATIVE ONSTAD; Paper work, Ease paper work.

=" ROBERT HUMANN: Borrower goo's to lead lender. Lead lender dose pre-loan
Work. We go by lead lender.
CHAIRMAN NICHOLAS: Further testimony in favor of Bill.
JEFF KNUTSON. [ am representing the North Dakota Department of Agriculture, |

We are here to support HB 1118, Please see attached testimony as to Commissioner
Roger Johnson’s testimony as to his support of the Bill, |
ROBERT HUMANN; Also, please see print out that I will pass out as to

North Dakota Median Farm Size. We are not loaning money as fast as we

!l Anticipated. We expect to loan more.
CHAIRMAN NICHOLAS: Any further testimony in favor of Bill. Any opposition, i

WOODY BARTH representing CRB was in favor of Bill. MARK SITZ. Lobbyist i
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%; Page 3
§ House Agriculture Committee
5 Bill/Resolution Number HB 1118

N Hearing Date 1--10--2003
Number 323, NDFU was in favor of Bill. SANDY CLARK, ND FARMERS UNION

Was nutural on the Bill. KEVIN BLACK, representing himself was in favor of Bill,
CHAIRMAN NICHOLAS: Any further discussion on HB 1118?

Ok we will do a roll call vote on HB 1118,

THE VOTE WAS 13 _YES VOTES 0 NOTES AND NO ABSENT

REPRESENTATIVE ONSTAD WILL CARRY [[DO FLOOR ASSIGNMENTI]]
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—~ FISCAL NOTE

Requested by Legislative Council
01/03/2003

Bill/Resolution No.. HB 1118

1A, State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

|
| 2001-2003 Blennium 2003-2005 Biennium 2005-2007 Biennium
| General |(Other Funds| General |[Other Funds| General |Other Funds
! Fund Fund Fund §
; Revenues ;
{ Expenditures .‘
; Appropriations ;
1B. _County, city, and school district fiscal effect: identify the fiscal effect on the appropriate political subdivision. !
2001-2003 Blennlum 2003-2005 Biennlum 2005-2007 Blennium
School School School !
Counties Cities Districts | Countles Cities Districts | Counties Cities Districts

2. Narrative: [dentify the aspecis of the measure which cause fiscal impact and include any comments relevant to |
your analysis. ,'

HB 1015 addresses the appropriation for the Beginning Farmer Fund and the Agriculture Partnership in
Assisting Community Expansion Fund. With the change proposed under HB 1118, BND does not
anticipate any fiscal effect on the state o1 agency appropriation.

it

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detall, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

C. Appropriations: Explain the appropriation amounts. Provide detall, when appropriate, of the effec{ on
the biennial appropriation for each agency and fund affected and any amounts included in the executive
budget. Indicate the relationship between the amounts shown for expenditures and appropriations.

[Name: Robert A, Humann . [Agency: Bank of North Dakota |
[Phone Number: 328-5703 Date Prepared: 01/06/2003 !
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Roll Call Vote #:

2003 HOUSE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO.

o ABIIEE CMMITTE - BIE

D Check here for Conference Committee

Legislative Council Amendment Number

Action Taken D’ /b /?3' s~
Motion Made By ?’ zﬂ Ce é/é'/‘/' Seconded By k 2 ?_f /‘ﬂ—L ?,

Representatives Yes

Representatives
CHAIRMAN NICHOLAS

VICE CHAIRMAN POLLERT

REPRESENTATIVE BELTER
REPRESENTATIVE BOEHNING

REPRESENTATIVE KELSCH

REPRESENTATIVE
KINGSBURY

REPRESENTATIVE KREIDT
REPRESENTATIVE UGLEM
REPRESENTATIVE
WRANGHAM
REPRESENTATIVE BOE
REPRESENTATIVE FROELICH
REPRESENTATIVE MUELLER
REPRESENTATAIVE ONSTAD

NOAAYA SR BVAN G

N/

Absent
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REPORT OF STANDING COMMITTEE (410) Module No: HR-03-0408
January 9, 2003 11:32a.m. Carrier: Onstad .
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fj REPORT OF STANDING COMMITTEE
recommends DO PASS

HB 1118: Agricuiture Committes Rox. Nicholas, Chairman
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{eventh order on the calendar.
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2003 SENATE STANDING COMMITTEE MINUTES

e R e A B (S

BILL/RESOLUTION NO. HB 1118
Senate Agriculture Committee

O Conference Committee

Hearing Date 02/28/03 |
Tape Number Side A Side B Meter #
X 5579 - end
NG X 0-1650

[ N
Committee Clerk Signature j
Minutes: |

lf\‘) Chairman Flakoll opened the hearing on HB 1118, All members were present.

Robert A, Humann, Senior Vice President of Lending from the Bank of North Dakota, testified
in favor of the biil, (written testimony)
Senator Flakoll asked if Mr. Humann wanted to highlight any of the attached data?

Mr, Humain said he provided the data as background information.

Senator Klein asked if what we are doing is providing more interest funds for the buy down fund >
because the program is working so well? Could he explain in simpler terms?

Mr, Humann said the Bank of North Dakota has had a beginning farmer real estate program for

years and it has been a very successful program. With the recent addition of chattels to the

program, they weren’t sure what the demand for the program would be. Also, with the attractive

‘ interest rates, there has been increased demand for the real estate program as well. They

L

| J anticipated a need for additional interest buy down funds but they didn’t anticipate needing it
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Senate Agriculture Coinmittee
Bill/Resolution Number HB 1118
Hearing Date 02/28/03

already in August. The Ag Pace money has been in place and the Bank of North Dakota has
been waiting for the irrigation districts in the Williston area to kick off because there will then be
a demand for irrigation projects in that area and they will need the Ag Pace funds,

Senator Seymour asked where the revenue comes from for the Bank of North Dakota?

Mr. Humann said they make about $30 million per year. Lending makes $18 million, they also
generate funds with the student loan program and retail operations.

Senator Seymour asked if there are any new revenue areas?

Mr. Humann said they are always looking at ways to expand their lending horizons but too many
programs will cost the state money. On one side of the coin, they are an economic development
bank but on the other hand, they have to generate $60 million per biennium,

Senator Nichols asked if the bank is able to forecast the utilization of the funds so as not to short
one program when transferring funds.

Mr. Humann said they will be very careful of that and reminded that the transfers can go both
ways and if they are short, they can transfer some funds back.

Senator Nichols asked regarding the beginning farmer program, was the increased demand in real
estate or chattels?

Mr. Humann said there will be more demand in the future for chattels because ;rates are low now
across the industry. The maximum interest rate is 6% so when rates go up at other institutions,
the demand at Bank of North Dakota will go up.

Senator Nichols asked how high the Bank of Nusth Dakota will loan on appraised value on

chattels?
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Senate Agriculture Committee
Bill/Resolution Number HB 1118
Hearing Date 02/28/03

Mr. Humann said on the real estate program, they will ioan 75% of appraised value. On chattels,
they want to involve a lead lender. They are participation loans. They set parameters with the
lead lenders, On chattels they will go 75 - 80%. By chattels, they are referring to equipment and
cattle. o

Senator Seymour asked about the repayment plan for the beginning farmer program.

Mr., Humann said with the real estate program, the borrower deals directly with the Bank of
North Dakota and makes an annual payment. With the chattels program, the borrower deals with
the lead lender and also makes a annual payment,

Senator Urlacher asked how the interest rate is set for the chattel program?

Mr, Humann referred to page 3 of the handout. There are two interest rates, Bank of North
Dakota’s rate is 1% below prime, fixed for five years with a maximum rate of 6%. These loans
are usually split 50/50 with the Bank of North Dakota and the lead lender. The lead lender’s rate
cannot be higher than 3% over the Bank of North Dakota’s base rate. The lead lender’s interest
rate is bought down by up to 5%. The two rates are blended,

Senator Urlacher asked what is a beginning farmer?

Mr. Humann referred again to page 3. They have to be a North Dakota resident whose main
occupation is or will be production agriculture on a family farm. They look for some farm assets
on the balance sheet. They look where they ars spending their time. They lock at off farm
income and they are vety lenient in this because they encourage off farm income. They compare
off farm income to gross farm income and it doesn’t take a lot for gross farm income exceed non
farm income, They must also have a net worth of fess thun $200,0000. They may not have

owned any farm land larger than 30% of the median farm size in the county where the parcel is
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Senate Agriculture Committee
Bill/Resolution Number HB 1118
Hearing Date 02/28/03

located. For the chattel program, they cannot have received FSA payments for more than 15
years, They work off the 1997 census to determine average farm size per county, Mr, Humann
distributed a handout of the median farm size per county.

Senator Seymour asked about the application procedure for the beginning farmer program, can
you do it online?

Mr. Humann said the application can be obtained on the Internet but cannot yet be submitted
online due to confidentiality issues, They are working towards that procedure,

Jeff Knudson testified on behalf of the North Dakota Agriculture Commissioner Roger Johnson
in favor of the bill, (written testimony) (meter #1376)

Woody Barth, a farmer and rancher from Flasher and chairman of the North Dakota Credit
Review Board, testified in favor of the bill. He works very closely with the agriculture portfolio
at the Bank of North Dakota.

Senator Erbele asked regarding the requirement of not receiving FSA payments for more than 15
years if there is also a minimum number of years as a requirement?

Mr. Barth said there is no minimum requirement for the Bank of North Dakota beginning farmer
program but you do need at least 3 years of FSA payments for the FSA beginning farmer
program.,

Chairman Flakoll closed the hearing on HB 1118,

It was moved by Senator Erbele, seconded by Senator Urlacher and passed on a roll call vote that
the Senate Agriculture Committee take a Do Pass action on HB 1118, Voting yes were Senator
Flakoll, Senator Erbele, Senator Klein, Senator Urlacher, Senator Nichols and Senator Seymour,

There were no negative votes cast. Senator Erbele will carry the bill to the floor,
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Senate Agriculture Committee
b Bill/Resolution Number HB 1118

n Hearing Date 02/28/03
: Chairman Flakoll adjourned the meeting of the Senate Agriculture Committee.
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TESTIMONY TO THE )&
HOUSE AGRICULTURE COMMITTEE

§ d"f Y
JANUARY 9, 2003 HOUSE BILL 1118

ROBERT A. HUMANN - BANK OF NORTH DAKOTA

The Bank of North Dakota supports House Bl 1118, This bill will allow the Bank more
flexibllity to move the fund dollars to the program (Beginning Farmer or Ag PACE) which
is demanding the most interest buy down usage in the Biennium. Existing legislation
described under Section 13 of Sencte Bill 2015 states: Notwithstanding any other
provision of law, the industrial commission may transfer any unobligated funds between
the beginning farmers loan fund and the agriculture partnership in assisting community
expansion fund during the period beginning January 1, 2003 and ending June 30, 2003,

With the expansion of the Beginning Farmer Program during the last legislative session
to include chattel purchases and with the attractive interest rates, the demand for
Beginning Farmer loans increased and the allocated interest buy down funds were used
by August of 2002. As of December 31, 2002, the Beginning Farmer interest buy down
funds W All Beginning Farmer loans were funded by t8king fhe
interes n funds out of the cash balance of the Beginning Farmer Revolving
Fund. The deficit along with an estimation of $500,000 of interest buy down usage for
the next six months will be transferred from the Ag PACE fund upon approval from the
Industrial Commission.

With the uncertainty involving the loan demand for these two programs, more latitude to
transfer dollars between these funds is necessary. Your approval is recommended.
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The AG PACE Loan Program is a participation loan program designed to ‘ ;
provide low interest financing to help farmers diversify their income sources. : ;
Eligible purposes Include diversifying into another type of business, improving or i
expanding feediot facllities, irrigation development, and purchasing equity shares _, ;
In a new or expanding value added agricuitural processing factlity.

APPLICANT; Any North Dakota resident whose principal ocoupation ls the production of
an agricultural commeodity or livestock on a family farm.
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BND FUNDING LIMIT:  Not less than 80% nor greater than 80% of the total oan amount. |

o

LEAD LENDER: Any financial institution currently qualified to participate In a loan with the
Bank of North Dakota is qualitied to participate in this program.

USE OF PROCEEDS! Purchass of business-related equipment, purchase equipment and expenses
related to Irrigation projects, purchase of equity shares for value added projects,
and purchase and expsnses related to feadiot Improvements.

BUY DOWN: The total buy down amount per borrower from the Ag Pace Fund may not exceed a
litetime cap of $20,000, State Water Commission funds may be used to supplement
Ag Pace funds for the purchase of irrigation equipment on new irrigated acreags.
Total buydown per borrower bstween the funds cannot exceed $40,000.
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BORROWERS RATE: May be reduced to 5% below yield rate - no less than 1%,

TERM: Stock and equipment purchase 5-7 years; real estate improvements up to 25 years,

i COLLATERAL: Adequate collateral wii! be required, Acceplable collateral may consist of machinery,
" farm land or similar items with a determinable market value.

: CREDIT CRITERIA: Must meet bank’s standard credit criteria including demonstrated repayment
of all debt,

Fbr more information about the AG PACE loan program, contact:

f

' § Bank of North Dakota
. 700 Eanst Main Ave
¥

PO Box 5509
Bismarck ND 58502-6509

1-800-472-2188 ext. 5624
1-800-343-3916 TOD
www.banknd.com
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LENDER;

BND FUNDING LIMIT:
USE OF PROCEEDS|
BORROWERS RATE!

TERM:
COLLATERAL;
CREDIT CRITERIA!

LENDER!

FUNDING LIMIT!

USE OF PROCEEDS!

BND'S RATE:

LEAD LENDER RATE!

TERAM:
COLLATERAL!

CREDIT CRITERIA!
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Any North Dakota resident whose principal accupelion is or will be the production of an agriculiurel
commodity on a famity farm,

intends (0 use the farm rexl estate, equipment or livesiock (o be purchased for agricultursl purposes.
Has & net worth, Including that of sny dependsnts and spouse, of less than $200,000.

REAL ESTATE PROGRAM ONLY! May not have owned my farmiand greater than 30% of the madian
farm size in the county the parosl is localed,

CHATTEL PROGRAM ONLY: The person may not have previously farmed for more than 18 years,
Tive eligibliity requirement wiit be determined by tolsling th.e number of years the spplicant has

receivad federal farm program payments.

Each qualitied applicant is eligible for a $150,000 loan trom the Real Estate Loan Program and $180,
loan from the Chatisl Loan Program.

AEAL ESTATE LOAN PROGRAM
Direct loun with Bank of North Dekota.
Not (o excesd 78% of the appraised value with a $150,000 lifetime cap per horrower,

Purchase real astale Intended for agricultursl purposas,

The interest rate will be tixed st 1% below the Bank's current base rate 1or the first 8 years
of the loan with & maximum Interest rate of 8% per year and then variable at 1% below the
Bank's then current base rate for the next 8 years, adjusied snnually. For Lthe remaining
period of the loan, the intersst rate will be equal to the Bank's base rste, and may float,

The maximum term of the loan (s 25 years,

First real estate mortgage position.
Must meet bank's standard credit criteria including demonstrated repayment of ail debt,

CHATTEL LOAN PROGRAM

Any financlal Institution currently qualitied to participate in a loan with Bank of North Dakola
is qualified to participate In this program.

$150,000 total loan, lifetime cap per borrower. BND participation not less than 80% nor greater
than 80% of the tolal loan amount,

Purchass equipment or livestoek,

The Interest rate will be fixed at 1% below the Bank's current base rate for the first § yesrs
of the loan with & maximum Interest rate of 8% per year and then variable at 1% below the
Bank's then current base rate for the next 2 years, adjusted on the anniversary date,

The Interest rate may not exceed 3% over the Bank's base rate, and may be variable or fixed.
Iinterast buy down funds, {0 the extent that they are avaliable, will be used to reduce the lead
lender's rate by up to 6% subject to a minimum rate of 1% lo the borrower, ‘
Chatlel participations may not exceed 7 years,

First security interesi oa the chaitel, not to exceed 80% ol the agricultural collsteral,

Must mest bank's standard credt criteria Including demonstiated repayment of all debt,

For more nformation about the BEGINNING FARMER ltoan pr--vi:ivi (ool

Bank of North Dakola
700 Enst Main Ave
PO Box 8508
Blsmarck North Dakotas 58302.5808
1:800-472:2166 ext, 3824
1.800-643-3818 TOO
www. banknd.com
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FARM PROGRAM HIGHLIGHTS | |
Year End 1998-2002

THOUSANDS AG PACELOAN

3,376
3

3,00

LAl Tyeey

2.8

1,50

1,004
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BLOAN AMOUNT ODBRUYDOWN

BEGINNING FARMER LOAN PROGRAM
THOUSANDS
10,000

9,000
8.000
7.00
6,00
5,000
4,000/
3,000
2,000-
1,000

o

$.746

199%
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& Chattel Loan Amouat

B Chattel Buydowsn
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2001-2943 Bieaninm Buydeown Fund

Tetal Available Funds $2.107,69%4
Buydewn funds - Fanded/Committed Loans $ 1788

Remslaing Buydewn Funds

S1A75,909

b

A total of 137 Ag PACE loans were originated in 2000 in comparison
1o 76 Ag PACE loans in 2001. The number of loans was higher in
2000 because of the increased demand for financing the purchase of
equity shares issued by a new or expanding value added ag -
operation. A total of 56 Ag PACE loans were originalad in 2002 9

[ 2501-7003 Blennlum Buydews Fend

Total Avafiable Funds s 1316122
Buydewn - Funded/Real Estate Committed Loans § 1,121,656
Buydewn - Funded/Chattel Committed Loans S 443520
Remaining Buydewn Funds » S Qe9350
*Tetal Suydews Funds are Shared Setweea Resl Estate & Chatiel Loans

** Funds will be transferred from A PACE o8 10103

R t—

A wtal of 70 Beginning Farmer Real Estate loans were originated in
mzom in comparison 10 40 Beginning Farmer Resl Estale loens in

. The demand for Beginning Farmer Real Estate loans has
increased with 101 ioens odginated in 2002 primarlly due 1o the
lower interest rates (cumently 3.25% fbosd for 5 years).
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AG PACE 1L OAN PROGRAM

AMOUNT  $ 16,643,908
BUYDOWN $3,
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$1,316,122*
S 43220
$ Q0350

2001-2003 Biennium Baydown Fund

Buydown - Fended/Real Estate Committed Loans $1,121,656
Buydown - Funded/Chatiel Committed Loans

Remaining Buydown Funds

Total Available Funds

*Tutsl Baydown Fands are Siared Between Real
Extate & Chattel Losnx
**Fundy will be trastierved (rom Ag PACE o 18183
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NORTH DAKOTA MEDIAN FARM SIZE

(1997 Census of Agriculture)
co COUNTY FARMS co COUNTY
#

1 ADAMS 367 1 |mc oo

2 |BARNES ™ 29 |MERCER m

3 |BENSON 4 3 | i

4 |BILLINGS 07 31 |MOUNTRAL 758

5 | BOTTINEAU 808 32 |NELSON m

§  [BOmaAN 358 3 |ouver 327

7 i 34 |[PEMBINA 15

s |sURLEIGH %7 3  |pmRce s

9 CASS o1 36 RA pise

10 |CAVALIER 2 37 |RANSOM 485

1 DICKEY 517 38 pro

12 DIVIDE s o :&E?lbllldﬂ e

13 DUNN 618 @S ROLETTE 311

14 |eDDY 288 41 |SARGENT “ ’

18 |EMMONS 744 4 |SHERIDAN 380 1,

16 2 0 SI0UX 193 1,2¢
17 |GOLDEN VALLEY 244 “@ s 1 L
J 18 | GRAND FORKS 758 pe s'rmms 26
. 19 |GRANT 5% 4 |STEELE 290 1,08

¥ [GRIGGS a7 47 |STUTSMAN 979 -

21 |HETTINGER o6 48 |TOWNER as 1,08

2 |KIDDER 513 4 |TRADLL m :

23 |LAMOURE €16 50 |WALSH i

24 LOGAN 401 51 WAKD 11m

25 |MCHENRY poss 2 |weiLs 172

2  |MCINTOSH 508 $  |WILLIAMS as0

27  |MCKENZIE P !

e MIDBAY PeEmpT! — — -

e
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Roger Johnson Phone (701) 3282231
Agriculture Commissioner Toll Free  (800) 242-7535 :
; www.agdepartment.com - Fax (701) 328-4567 i
e ; | Department of S :
Agriculture
600 E Boulevard Ave,, Dept. 602
Bismarck, ND 586506-0020 |
[
Testimony of Roger Johnson
Agriculture Commissioner W i
House Bill 1118 & ‘dﬂ‘. |
House Agriculture Committee L‘)Q X\ “(
Peace Garden Room )‘, (’Pg
January 9, 2003 \

Chairman Nicholas and members of the House Agriculture Committee, I am Agriculture

Commissioner Roger Johnson. I am here today in support of HB 1118, which will provide the

Bank of North Dakota with authority to transfer unobligated interest buy down funds between the

Beginning Farmer and Agriculture Partnership in Assisting Community Expansion (AG PACE)

loan programs, Transfer ability between the programs already exists however; the currcut law

only allows transfers during the last six months of the biennium,

In addition to farm real estate, the last Legislature expanded the Beginning Farmer Loan Program
to include purchases of equipment and livestock. At the time of inception, the loan activity
anticipated by this expansion was unknown, However, the beginning farmer chattel program is
already showing great popularity and success since implementation, Activity in the real estate
portion of this program has also increased during the last two years, The Agricultural Mediation
Service repotts an increase in their assistance to beginning farmers of nearly 100 percent during

~— the last fiscal with the year end total being the highest since 1995, This encouraging trend in
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beginning farmer activity certainly illustrates the importance and success of investments in
beginning farmer initiatives.

AG PACE is also an important agrioultural loan program that I strongly support. The program
provides a financing opportunity to encourage farm diversification, on-farm business

development and expansion, irrigation development, nontraditional crop and livestock

production, and value-added venture investments,

Loan demand in both of these programs is likely to vary due to a wide variety of factors. Federal
farm policy changes, commodity and livestock market prices, production conditions, and new

value-added initiatives may all contribute to cyclical activity levels in the two programs.

Passage of this bill will allow Bank of North Dakota to manage the limited interest buy down
funds according to varying loan demands for these programs during the biennium. This
management flexibility will help avoid a potential “stockpiling” of unfunded loans because of a

funding shortage in one program when excess funds are available in the other program.

Chairman Nicholas and committee members, I urge a do pass on HB 1118, I would be happy to

answer any questions you may have,
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