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‘ November 2, 1995
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. COMMITTEE MEMBER:
AGRICULTLRE
FINANGIAL INSTITUTIONS [
INSURANGE, SECURITIES & CORPORATE POLICY o
SPEC!AL COMMITTEE ON STATE-FEDERAL Rm.mc\’s
VmRA,\s & MiLITARY AFFAIRS :
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AL lALDUs

- Draft Test1mony of Representat1ve Ai 8a1dus
Assembly Committee on Agraculture :
November 2 1995 ;
” Thank you Chaarman O0tt and members for a11ow1ng me to testify before you today on :
| Assembly le] 489, re]at1ng to requ1r1ng that app]wcat1ons for Farm1and Preservat1on
“f}  agreements be szgned by a?l perso""' 'ng a mortgage on 1 the land to be covered By

the agreement

The goai of the Farm]and Preservataon program is to preserve 1and present]y devoted
to agr1cu1tura] purposes for future generat1ons by encouraging farm owners to enter
into the preservat1on agreements It's a w1n/w1n scenario. The state gives a helping
hand 1n preserv1ng farm]and and farmers are _able to conserve farm]and ‘while
;Or,

rece1v1ng a tax credit for thexr efforts S0 we«thought,

Beg1nn1ng’1n 1992, the state has requ1red land owners 1nterested in piacang Jand into
the FarmTand Preservat1on program to subm1t an app11cat1on that is 51gned by a11 .
persons hoidwng a mortgage on the land covered by the agreement App11cat1ons‘f‘

submwtted wwthout the mortgage ho?der s s1gnature are vozd The s1gn1f1cance of thas; ¢ ‘

is that, one maJor 1end1ng 1nstitut1on for farmers FmHA has made a policy dec1s1on

at the national level not to s:gn off on the agreements. As a result farmers

financed through FmHA w113 be prec1uded from enter1ng into preservat1on agreement,
~ whether they are new or contwnuang applicants. At least one of my const1tuents has

been prevented from entering into a new agreement because of thzs law.

What is the potentla1 impact if the current law is left unchanged? ‘The Department

of Agriculture, Trade, and Consumer Protectaon estimates that FmHA has roughly 8% of

the loan vo?ume in the state. This means that, because of current law, 8/ of farmers
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will be prevented from entering into agreements to preserve the1r farm]and This
creates an inequitable situation because farmers faced with similar situations but
different lenders wou]d be treated differently. Over the next five years, a]most 200

farmers cou]d be prevented from entering into Farmland Preservation agreements. Is

that consistent with the goals of the program7

AB 489 would correct shortcom1ngs in the current law by eliminating the requirement
'that mortgage ho!ders sign off on the agreement. This wou ld return us to the way the

law stood before changes made in 1991. It is my understand1ng that the changes were ‘

made because, at the t1me, lenders were not even be1ng not1f1ed of farmers f111ng"ff7

‘preservat1on agreements w1th the state However the changes made in 1991 move beyondf'
'not1f1cat1on to the po1nt where a lender can arb1trar1]y block a farmer' s
' partlczpation in the program If notification is the goal of the program, it could
be achieved more equitably thraugh this bill than current law. The state needs to
change this law so that the resuits of the program can be conszstent with the goals

of preserving farm]and

e : t  f¥;¥state weu]d be able to make FmHA mod1fy 1ts pos1t1on on
s1gn1ng off Unt1! we can make the tail wag the dog, AB 489 is the best method of
addressing this prob?em Aga1n, I thank you for your cons1derat1on of th1s matter,‘

‘and I urge the comm1ttee to recummend AB 489 for passage




