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FIGURE 26. LEVELS OF GROWTH IN INCOME FOR THE
US, GREAT LAKES REGION, AND WISCONSIN
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By the end of the study period income from on-farm
production declined from its 1969 levels by nearly
60 percent in Wisconsin, 25 percent for the US, and
54 percent for the Great Lakes Region. In addition,
it appears that on-farm income has been relatively

unstable.

Income from the agricultural processing indus-
tries grew 18.7 percent in Wisconsin over the study
period. This out-paced the growth in this source of
income for both the U.S. and the Great Lakes
Region. The U.S. witnessed only a 4.3 percent in-
crease and the Great Lakes Region a decline of
6.7 percent for the same period. This result suggests
that the agricultural processing industry in Wisconsin
is generally stronger than that in the rest of the
country. The recession of the early 1980s also
impacted agricultural processing, with a recovery
occurring in 1986.

Trends in Employment. Total employment in
Wisconsin grew by 49.5 percent between 1969 and
1992 and lagged only slightly behind the U.S. which
grew 53.3 percent (Figure 27).> Wisconsin’s growth
in employment looks favorable when compared to the
Great Lakes Region’s growth of only 30.1 percent.
Again the mild recession in the mid-1970s and the
more severe recession of the early 1980s is apparent.

Farm employment, however, experienced little
if any growth throughout the 1970s and early 1980s.
After 1983, however, the year in which on-farm in-
come hit a period low, farm employment plummeted.
Over the complete period farm employment in Wis-
consin declined by 25.5 percent which is slightly
more than the U.S. decline of 22.7 percent, and
slightly less than the Great Lakes Region’s decline of

26.4 percent.

In hindsight, the chain of events which lead to
the pattern revealed in Figures 26 and 27 is relatively
straightforward. Due to changes in export policies
with the former Soviet Union and a generally strong
overall export market, farm income and profitability
surged in 1973 resulting in an escalation of
agricultural land prices. The result was a large
collection of farms which were highly leveraged.
During the late 1970s and early 1980s several factors,
such as changing export policies and high interest
rates, directly affecting farm sustainability came into
play. The drought of 1983 was sufficiently severe to
trigger a notable movement out of farming. As
farmers liquidated assets and left farming much of
the non-human assets (e.g., land and capital)
remained in production agriculture. The wave of
farm consolidations saw farm employment plummet
while farm income was able to recover. There is
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evidence of farm consolidation today and there are
many reasons to expect that this trend will continue.
Unfortunately, comparable employment data for
agricultural processing is unavailable.

Economic Impact

The second part of this analysis examines the
contribution of agriculture, defined as on-farm
production and agricultural processing, to the
Wisconsin economy. As noted above, this analysis is
conducted using an input-output regional economic
modeling approach.

Economic Linkages. Agriculture’s contribution to
the Wisconsin economy takes many forms. Most
obvious is the direct contribution through on-farm
and agricultural processing employment opportunities.
In 1991, the year of analysis reported here, on-farm
employment accounted for 3.4 percent of Wisconsin’s
total employment while agricultural processing
accounted for an additional 2.3 percent. Direct
contributions to income generated in Wisconsin has
on-farm production accounting for 1.5 percent of
total income whereas agricultural processing accounts
for 4.2 percent. The differences between
employment and income shares is attributed to
differences in wage structures and firm profitability.
But, when one considers agriculture’s direct
contribution to the total industrial output (i.e., all firm
revenue) of Wisconsin, on-farm production accounted
for 3.7 percent while agricultural processing
contributed 9.2 percent. Depending on the measure
of economic performance examined, agriculture’s
direct contribution to the Wisconsin economy
accounts for between 5.7 percent and 12.9 percent.

The 5.7 percent and 12.9 percent direct
contribution of agriculture to the Wisconsin economy
is only part of the picture. Other industries are
linked, through indirect and induced effects, to the
agricultural industry. These industries represent
additional sources of economic activity, multiplying
the effects of the direct activity of agricultural
production and processing. The agricultural industry
uses machinery, trucks, fuel, financial services and
other inputs from local industries to conduct its daily
operations. These economic linkages, or indirect
effects, create a network of interdependent industries,
which, in turn, generate additional jobs and income in
non-agricultural industries. The income generated
directly by agriculture also adds to this inter-
dependency; on-farm and agricultural processing
employees spend their income on groceries, housing,
entertainment, and other consumer goods and
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FIGURE 27. LEVELS OF GROWTH IN EMPLOYMENT FOR THE
US, GREAT LAKES REGION, AND WISCONSIN
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services. In turn, employees in these industries
spend their income on consumer goods and services.
These additional linkages, or induced effects, help to
form a complex intertwining of industries within
Wisconsin. The relevant question to ask is not what
agriculture contributes to the Wisconsin economy
directly, but rather how much does agriculture
contribute to the Wisconsin economy through this
complex networking of industries?

To answer this question it is necessary to
develop an empirical representation of the Wisconsin
economy. While there are numerous methods of
regional analysis which can capture these linkages,
the method adopted for the analysis reported here is
input-output analysis. An input-output model of a
regional economy (in this case Wisconsin) can be
described as a "snapshot” of the economy detailing
the sales and purchases of goods and services
between all sectors of the economy for a given
period of time. Industry output (sales) can be
purchased by other industries as inputs, households
for final consumption, or exported outside of the
region (again, in this case, Wisconsin). Industry
inputs (purchases) are either from other industries
within the region, are purchased from households
(labor), or imported from outside the region. The
input-output model allows these linkages to be
described empirically. By examining expenditures by
and for the agricultural industry, an assessment of the
importance of the agricultural industry to Wisconsin’s
economy can be gained. In essence, by tracing how
agricultural dollars flow throughout the economy we
can capture and measure the "multiplier effect.”

For this study, Micro-IMPLAN (IMpact
PLANning) is used to create the input-output model
for the Wisconsin economy.* All analysis reported
here are for 1991 reflecting the most current year
available. The Wisconsin model used has 462

industries.’

Empirical Analysis. As with the previous analysis,
three levels of economic activity are considered: on-
farm production, agricultural processing, and the
combined effects. The results of these analyzes are
reported in Table 6 and further illustrated in Figure
28. Combined, on-farm production and agricultural
processing contribute $40.7 billion dollars to the
Wisconsin economy as measured by total industrial
output. This represents about 22 percent of the
Wisconsin economy in 1991. Independently,
agricultural processing accounts for about three
quarters of this impact while on-farm production
accounts for the remaining one quarter.’ Agriculture
also contributes $14.2 billion in income to the
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Wisconsin economy, or about 16 percent of all
income generated in the state. Here agricultural
processing again accounts for approximately three
quarters of the total impact. Finally, agriculture
contributes just under half a million jobs, or 16.4
percent of all jobs in Wisconsin. Again, as with total
industrial output and income generation, agricultural
processing contributes the lion’s share to
employment.

It is important to note that we cannot make the
claim that if agriculture were to cease to exist that
total industrial output would decline by 22 percent, or
income or employment would decline by 16 percent.
Such an interpretation would imply that all the
employees affected, along with their families, would
leave the state. We would also need to assume that
all other inputs used directly, or indirectly through
the multiplier effect, would not be used for any other
productive activity. Such an interpretation is clearly
unrealistic. Rather, the correct interpretation is that
agriculture "touches” these dollars and jobs either
directly or through the multiplier effect.

Examination of the contribution of agriculture
to Wisconsin distributed across different sectors of
the economy reveals several important points (Table
6 and Figure 28). First, the Wisconsin economy is
extremely intertwined and interdependent; nearly
every sector in Wisconsin is linked, either directly or
indirectly, to agriculture. In terms of total industrial
output, 47.8 percent of the total impact of agriculture
is from sectors other than farming and agricultural
processing. In terms of the income nearly 65 percent
of the total contribution is from non-agricultural
sectors and a similar proportion holds for employ-
ment contributions. The rippling, or multiplier affect
agriculture has on the state’s economy is indeed
significant with the bulk of that contribution coming
from agricultural processing as opposed to on-farm
production.

Second, some sectors are impacted to a larger
extent than might be expected. Trade, which
includes retail and wholesale trade industries, finance,
insurance and real estate (F.IR.E.) and the service
industries are heavily impacted, particularly in terms
of income and employment. Indeed, for some of
these sectors, agriculture, and particular agricultural
processing, account for upward to 20 percent of all
activity in the respective sector (Table 6). These
impacts are not so much affected by the actual
operation of agricultural firms but more through the
income that is being spent on consumer goods and
services by farmers and employees of agricultural
processing firms (i.e., the induced effect). The
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FIGURE 28. AGRICULTURE’S CONTRIBUTION TO THE WISCONSIN
ECONOMY '
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employment impacts for these sectors, particularly

trade and services, must be interpreted carefully since

no distinction is made between full-time and part-
time employment. Given the nature of employment
in these two sectors and considering the number of

jobs relative to income generated, it would be safe to

conclude that many of these jobs are part-time.

Summary and Conclusions

Wisconsin has historically been viewed as a
state dependent upon agriculture. Several recent
events, such as California challenging Wisconsin’s

title as the "Dairy State" and the escalation of people

leaving farming after the farm crisis of the 1980s,
however, have drawn attention to the economic
vitality and health of agriculture within Wisconsin.
This essay steps back and reflects upon agriculture
and addresses the question: what does agriculture
mean to the Wisconsin economy? This question is
addressed using a regional economic modeling
method known as input-output analysis.

The historical analysis unveils several
important trends. First, the overall performance
of the Wisconsin economy appears to be robust
generally outperforming neighboring states within
the Great Lakes Region. Second, Wisconsin’s
agricultural processing sector, while not growing
at the same rate as the overall economy, is
outperforming the U.S. and Wisconsin’s neighboring
states specifically. Third, the on-farm component of
agriculture has demonstrated signs of deterioration.
Income from on-farm production is showing little
evidence of growth and significant evidence of
instability. On-farm employment, while relatively
stable through the 1970s, has dropped nearly
25 percent during the 1980s and early 1990s.
Wisconsin appears to be following national and
regional trends in terms of a weakening of the on-
farm component of the agricultural economy.

In unison, on-farm production and agricultural
processing account for between 16 percent (income
and employment) and 22 percent (total industrial
output) of the state’s economy after all initial and
multiplier affects are accounted for in the analysis.
While on-farm production is clearly economically
significant, agricultural processing represents a
substantially larger share of the agricultural industry
in Wisconsin. When discussing potential policies
targeting agriculture, however, it is important to
avoid the circular debate between the relative
importance of on-farm production and agricultural
processing. Clearly, the two parts of Wisconsin
agriculture are mutually dependent upon each other.

To pit one against the other in policy discussions
works to the detriment of the Wisconsin agricultural
sector in general.

Wisconsin agriculture appears to be at a cross-
road. Is on-farm production slipping below a
threshold which threatens the agricultural processing
industry? Is Wisconsin agriculture in a position to
face increased competition from other agricultural
states or from foreign imports? Is Wisconsin
agriculture positioned to take advantage of new
foreign markets opened under NAFTA and GATT?
Clearly, agriculture is important to Wisconsin and the
time is now to work together to position Wisconsin
agriculture for the year 2000 and beyond.

END NOTES

1. Much of this essay draws from "The Contribution of Dairy
to the Wisconsin Economy." by Steven Deller, Ann Roth
and Edward Jesse, Economic Issues, No. 127, December
21, 1994. Department of Agricultural Economics,
University of Wisconsin-Madison. The author would like
to express appreciation to Bill Dobson, Randy Fortenbery,
and Bill Saupe for valuable comments and suggestions.
Any errors in the analysis or interpretation of the analysis
is the sole responsibility of the author.

2. Here income is inclusive, it consists of the income received
by persons in the area from all sources, that is, from
participation in production, from both government and
business transfer payments, and from government interest.
Personal income is measured as the sum of wage and
salary disbursements, other labor income, proprietors’
income, rental income of persons, personal dividend
income, personal interest income, and transfer payments,
less personal contributions for social insurance.

3. Defining employment here is akin to counting jobs
regardless of the nature (i.e., full- vs. part-time) of the job.
This definition holds for both parts of the analysis
presented in this essay.

4. Micro-IMPLAN is a 528 sector modeling system and data
base developed by the U.S. Forest Service of the United
States Department of Agriculture. Although no model is
perfect, Micro-IMPLAN is superior to most other methods
due to the detail of its data. For a more detailed discussion
of the regional economic modeling approach adapted for
this study, please see Regional Economic Models for the
State of Wisconsin: An Application of the Micro-IMPLAN
Modeling System, by Steven C. Deller, N.R. Sumathi, and
David Marcouiller. Center for Community Economic
Development, Department of Agricultural Economics,
University of Wisconsin-Madison/Extension. Staff Paper
93.6. November, 1993.

5. Wisconsin does not have activity in all 528 IMPLAN

sectors. For example, there is no guided missile industry in
Wisconsin.

6. Note, the sum of the two disaggregated analyzes does not
sum to the total due to feedback effects which are
eliminated in the aggregate analysis.
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FARM CREDIT SERVICES

SUMMARY INFORMATION

FCS is the ONLY commercial lender chartered primarily to finance ag
producers. :

FCS is the ONLY commercial lender with Federal Borrower Rights.

" Right to Restructure
Right to Appeal
Right of Refusal

FCS of Wisconsin is a leader in the use of FnHA guarantees.

FCS is the largest agricultural lender serving Wisconsin ag producers and is
member-owned.

FCS has a self-funded insurance fund similar to FDIC depository insurance.

Federal Assistance was provided in the form of authorization to issue
additional agency debt without collateral and with a government guarantee
in 1987. The St. Paul Farm Credit Bank — now AgriBank — received $133
million in this form of assistance and it now has been fully repaid.

The seven independent FCS organizations in Wisconsin finance
approximately 20,000 farm families for a total loan volume of $1.4 billion.
Real estate credit represents $750 million; personal property $650 million.




Clearly, it is unknown how many more producers are "thinking" about renewal,
renovation or modernization; however, it is reasonable to predict that most of those
optimistic about dairying will continually seek counsel as to their options for keeping their
businesses current. Thus, between 10,000 and 15,000 of the current producers will likely
continue in some form of renewal and business transition aimed at keeping their business

units current and profitable.

During the past 24 months, there appeared to be a rush by many producers to find the
"model expansion facility." It is Farm Credit’s judgement that no such model exists.
Unfortunately, many producers appeared driven by the type of facility rather than making
decisions based on the critical business success factors of:

a) breakeven cost of production/cwt;

b) net cash income per cow;

¢) net profit per cow;

d) operating expenses as a % of income;
e) debt:income per cow ratio.

Therefore, early indications are that many of the early expansions may have great
difficulty achieving improved profitability or efficiency. It is important to recognize, that

without some threshold level of economic success of the business it is virtually impossible
to improve quality of life and provide for a successful transition to the next generation of
the family farm. ‘

WHO Is BUYING THE FAMILY FARMS?

In a recent study by the FCS of North Central Wisconsin of family transitions within the
last 3 years, it was found that approximately 165 family farm businesses were in some
form of transition and financed by FCS. The 3 year analysis indicated that 66% or 2/3 of
the 165 units were in some form of buy/sell between the parents and their sons or
daughters. An additional 11% were transitions between unrelated parties in the form of
various joint ventures; and 23% of the transitions were to new entrants, unrelated to the
sellers. Financing packages oftentimes required the equity financing of the seller, partial
sale of the unit (personal property or real estate) rather than a full sale, and sometimes
required the use of outside guarantors. (eg. comakers, FmHA).

Additionally it is clear;

a) The business must be economically successful to satisfy the expectations of
buyers and seller. o o




b)

Q)

Creative entrepreneurship based on an inter-dependence between buyer and
seller has created a wide variety of contractual agreements, always based on
the objectives of economic (profitability) success.

Business financial plans and transition plans are cornerstones to every one
of these transfers. ~

THE CHALLENGE OF 1995 COMPARED TO 1975?

Challenges of economic viability and business transition exist largely because:

a)

b)

©)

e)

Traditional transfers over the last 20 years proved far too often the financial
and economic disaster for both buyers and sellers. "Those who have
experienced financial mistakes of the past are not interested in repeating
them." ' ‘

Alternative land uses such as lot sales and recreational use offer a higher
economic return than the farm business would otherwise generate.

Producer management challenges are even greater where there is less room
for error. Management of replacement livestock, market price fluctuation,

" labor, interest rate risk, debt, managing feed rations, deliberations on
~ applications of technology, whether its Al, DHI, BGH; environmental

concerns - to name a few. The use of "advisor teams" (ie. lenders, vendors

extension, veterinarians, etc.) has not advanced to the level needed for an
“inclusive" renewal within the industry.

Buyer expectations of economic viability and profitability do not meet the
same expectations of the seller.

The amount and need for capital has changed significantly. In 1975 debt for
renewal or expansion increased up to 3 fold after the expansion or

" renovation. Some of the "new expansions" require a 10-15 fold increase in

producer debt. The cost of the major changes in many new expansions is
so burdensome that gains in efficiencies and profitability have been difficult
to achieve. In fact, the critical business success factors oftentimes dropped
significantly. Therefore, there is a compelling need for producers to
consider alternative renovation or remodeling strategies. Even with
alternative strategies there is a need for gap financing.




SOURCES OF FINANCING

Capital is one of the most critical economic resources needed to meet Wisconsin’s ag
challenge. As such, borrowed capital primarily serves only one legitimate use; that is to
maintain or enhance the economic well-being of the borrower. ‘

Commercial Lenders.. ,
Competition between commercial lenders (ie. Farm Credit and banks) is strong,

~ indicating an ample supply of conventional financing available to producers. Some
would argue there is an oversupply of lenders with available funds for producers
with a history of profits and a sound business plan directing the future of their

business.

Trade Credit..
The trade industry (eg. machinery and equipment companies) reflects a generally

strong interest in financing their respective products with producers.

Leasing..
Leasing continues to grow as an alternative source of financing for many types of

capital improvements, including machinery and equipment.

GAPS IN FINANCING

There is an ample supply of conventional funds available to producers. The issue becomes
the willingness and ability of lenders to accept "more than a reasonable level of risk."
This may occur when any or all of the following conditions exist.

EQUITY CAPITAL is less than 40-45%
Examples include:

¢ Major capital expansion where contributory value of improvements are less
than 100%, eg. market value may be 50-70% of cost. Examples include long
time successful producers with equity capital of 80-90% before expansion.
Post expansion equity capital (net worth) often decreases to 40% or less.

¢ A profitable business with insufficient history to generate adequate equity
capital, eg. a producer may be beginning to farm and has not yet generated
sufficient equity capital. Examples of this are the farm sale between parents
and children, or the beginning producer with a need to renovate or expand,
‘yet accumulation of equity is insufficient to support the additional capital

debt.




GAP FINANCING OPTIONS

Gap financing is needed in those instances where Iegmmate renewal, renovatlon, or
transfer of an economically viable and profltable business is involved.

Current Options..

kComakers with seller ~ this option matches the largest eqmty within the farm
sector and the prospective buyers.

FmHA guarantees ~ this option offers strong possibilities, however, serious
shortfalls in long term funding has jeopardized the impact of FmHA.

Aggie Bond - at present the impact appears limited because of regulatory
exclusions. ‘

Additional Options to Consider..

SBA - typically, the Small Business Admmlstratlon has not been a major guarantor
within the agricultural sector, although this clearly represents an important
opportunity for additional guarantees for renovatlon or family business transfers

within the state.

WHEDA - expand state sponsored guarantee program through expanded guarantee
authorities. Guarantees up to $100,000 per eligible applicant provided the purpose
is for renovating, remodeling, or transferring (sale) the farm unit within the family.

Additional Source of Non-Borrowed Cash to Consider..

¢ Expand exclusion of long term capital gains tax up to 100% when the sale
or transfer of a family farm is to a family member or individual who will
maintain or increase the farm business of the seller. This proposal could
parallel the current waiver on inheritance tax.

L 4 Change Medicaid eligibility requirements at the state level so depreciation
is no longer added to income when determining eligibility.




SUMMARY

Wisconsin’s agricultural producers and infrastructure continues to experience many
changes in an attempt to remain current and relevant for the future. It is the leadership
responsibility of producers, government, public educators, agribusiness, and lenders to
create a partnership which provides for a friendly business climate for the renewal of
agriculture. Every effort must be made to create an environment of inclusion, rather than

a business environment only for the elite.

Much of the renewal, business transfers, renovation or expansion requires significant
capital. New business structures integrating equity capital with borrowed capital will be
important. The current gaps in financing represent an opportunity for the State of
Wisconsin to help with expanded guarantees in family transfers and renovation; without
such help an "inclusive renewal" helping many producers will be difficult. As the states
largest agricultural cooperative lender, Farm Credit Services of Wisconsin, is committed

" to support and participate in the profitable renewal and transfers for Wisconsin’s farmers.




FARM CREDIT SERVICES

EACTS ABOUT OUR HISTORY, STRUCTURE, FUNDING AND COMMITMENT TO
WISCONSIN AGRICULTURE

THE NEED FOR CREDIT

In 1908 President Theodore Roosevelt’s Country Life Commission pointed out the lack of
any adequate system of credit available to farmers on fair terms. Further commissions
studying the need for farm credit and farmer based political pressure resulted in the
passage in 1916 of the Federal Farm Credit Act which established Federal Land Bank
(FLBs) and National Farm Loan Associations to meet the long-term mortgage needs of
agriculture. In 1923 an effort to develop a system to provide short and intermediate-term
credit to farmers and cooperatives resulted in the establishment of Federal Intermediate
Credit Banks (FICBs). ' -

The agricultural depression of the 1920’s followed by the Great Depression in 1929 and
other problems prevented these entities from fulfilling the credit needs of American
agriculture. In 1933 Congress revised the existing farm credit programs into a system of
37 banks, each with local associations which still exist today. Since that time the Farm
Credit System has grown with the industry of agriculture. Today, Farm Credit Services
supplies ranchers and agricultural cooperatives with nearly one-third of their credit needs.

FARM CREDIT SERVICES
 AGRICULTURAL PROGRAMS/SERVICES

REAL ESTATE

A farm real estate mortgage that offers each borrower a wide selection of competitively
priced loan design options, provides a very high capacity for individualization, and permits
the borrower to change from one type of loan to another, at any time, for a nominal fee.

The ability to change the decision of the loan gives farmers unprecedented ease and
flexibility in managing their long-term finances. Since it’s unlikely that any one type of
real estate loan can be ideal for a borrower at all times during a loan’s term, this
convertibility can make the mortgage more useful as a farm management tool.




SHORT-TERM

Loans to help you run your farm — When you need short-term money, Farm Credit has
several flexible loan options you can choose from. Each offers unique features to buy
such things as seed, fertilizer and certain kinds of machinery and equipment.

Standard operating loans — This is a simple management tool of short-term money. It is
very basic for farming. The advances and payment schedule can be tailored to your own
situation, but usually repayment is scheduled for within a 12 month cycle.

Intermediate term loans — These are designed for larger capital investments such as cattle,
machinery and real estate improvements. Repayment is flexible but usually is scheduled
for a period of three to ten years. The solid understanding Farm Credit has of machinery
costs and their potential economic value has been cited by farmers as the reason they
prefer Farm Credit as a source of intermediate term loans.

HOME LOANS

Building, buying or remodeling — Farm Credit’s Country Home loans offer the best
convenience, service and competitive rates. Choose from an exceptional broad line of
fixed and variable rate formats with unusual flexibility. Repayment intervals range up to
30 years. And borrowing costs are low. ‘ ,

HISTORY OF THE FARM CREDIT SYSTEM

As agriculture has developed and changed over the years, so too, has the Farm Credit
System. It’s history began during the industrial revolution when young men and women
were leaving farms in record numbers for new and more promising opportunities in the
city. As farmers were declining in numbers, they also were growing in size to produce
more food for the expanding urban centers. ‘

Farm mortgages which had once been a rare feature of farm life, became a necessity. But
the available credit was short-term and expensive. Agriculture needed a source of credit
tailored to suit its own special needs. '

Congress recognized this need and stepped in to help.

1916: Congress passed the Federal Farm Credit Act of 1916, establishing the Federal Land
Banks and the national Farm Loan Associations to provide a much-needed source of long-
term credit for farmers. The National Farm Loan Associations later became known as the

Federal Land Bank Associations.




1923: The 12 Federal Intermediate Credit Banks were created by the Agricultural Credit
Act of 1923. Initially capitalized by the U.S. Treasury, these banks were established to
supplement Land Bank loans and extend more credit to farmers through commercial

banks.

1933: The Production Credit Corporations, Production Credit Associations and Banks for
Cooperatives were created with the passage of the Farm Credit Act of 1933 to establish
a more effective delivery system of credit to farmers and their cooperatives. Also, The
Farm Credit Administration was created as an independent agency of the executive branch
of the Federal government to supervise the Farm Credit System.

1953: The Federal Farm Credit Board of Directors was formed to develop national
policies for the system and to direct the Farm Credit Administration.

1956: The Farm Credit Act of 1956 was passed, providing for the Production Credit
Corporations, which were responsible for setting up the PCAs, to merge with the FICBs.
It also provided for the ultimate ownership of the FICBs by the PCAs. ‘

1968: The last of the government held stock in the system’s institutions was repaid,
making the Farm Credit System a cooperatively owned system, owned and capitalized

entirely by its borrowers.

1971: The Farm Credit Act of 1971 was passed, replacing all previous Farm Credit Acts.
The 1971 Act, as now amended, still contains the authorities under which the system’s

banks and associations operate.

1975: The Farm Credit banks created Farmbank Services to serve as the system’s central
service organization in Denver, Colorado.

1977: The first consolidated Farm credit securities were marketed, combining the
financial strength and security of the 37 Farm Credit banks.

1980: Congress passed the Farm Credit Act Amendments of 1980, giving the Banks for
Cooperatives authority to provide international services to agricultural cooperatives

1983: The Farm Credit Leasing Services Corporation was established in Minneapolis,
Minnesota, to provide Ieasing services to eligible borrowers of the Farm Credit system.

The Farm Credit Council began operations to represent the interests of the system and
other cooperative lending institutions in Washington, D.C.

The Federal Farm Credit Banks Funding Corporation was incorporated to manage the sale
of Farm Credit securities - a function handled previously by the system’s fiscal agency.




1985: The Farm Credit System Capital Corporation was formed by the 37 Farm Credit
banks to purchase and service high-risk assets from district banks and associations that

qualified for systemwide financial assistance.

The Farm Credit Corporation of America was established by the Farm Credit district
boards of directors and the board of directors for the Central Bank for cooperatives to
provide the nationwide system with a central decision-making body and national

leadership for the first time in its history.

The Farm Credit Amendments Act of 1985 (1985 Amendments) was signed into law on
December 23. It restructures the Farm Credit Administration, establishes a mechanism
for the Farm Credit System to use its available resources to provide financial assistance
to System institutions and provides the Secretary of the Treasury discretionary authority
to invest Congressionally appointed funds in the system under certain circumstances.

1986: The 1986 Farm Credit Amendment provided for the system to revert to RAP
accounting versus GAAP accounting. The amendment also provided for up to 20 year
amortization for loan losses, and eliminated the need for FCS prior approval on interest

rates.

1987: The Farm Credit Act of 1987 provides significant changes to the Farm Credit
System. Specific portions of the Act provide for:

Borrower Rights

FCS Insurance Corporation

Financial Assistance Corporation

Merger of District Bank and FLBA/PCAs
Capitalization of System Institutions
Federal Agricultural Mortgage Corporation

% X R X R ¥

FARM CREDIT SERVICES - Board of Directors

Unlike commercial banks and other private lenders, the Farm Credit banks and association
are credit cooperatives, owned and directed by their borrowers. All Farm Credit districts,
banks and associations have boards of directors elected by borrowers to represent the best
interests of the organization and its members.

Memberborrowers of Federal Land Bank Associations and Production Credit Associations
elect their boards of directors from among themselves. The boards hire management and
establish local policies. Similarly, members of cooperatives that own stock in the district
Banks for Cooperatives elect the boards of those cooperatives.

These boards of directors are the pipeline for borrower input and control of the system.
They set policy and hire system, bank and association management.
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guaranteed loan will be limited to the difference be-
tween the amount received by the entity and the. maxi-
mum amount. ,

Where To Get Information or Apply? Information
on procedures by which ioans are guaranteed may be
obtained by lenders or prospective borrowers from
FmHA county offices (usually located in county seats,
listed in telephone directories under U.S. Government).
Farmers may apply directly to private lenders or make
preliminary inquiry through FmHA county offices. Ap-
plications ultimately are received and processed by
lender institutions, subject to FmHA approval.
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FmHA is an Equal Opportunity Lender. Complaints
of discrimination should be sent'to the Secretary of
Agriculture, Washington, D.C. 20250.

November 1987 g *U.8.GP0:1994-5565-009/03008

United States Department of Agriculture
Farmers Home Administration

Program Aid Number 1400
Farm
Loan

Guarantees




Farm Loan Guarantees

The Farmers Home Administration (FmHA). may
guarantee loans made by eligible agricultural lenders to
family farmers and ranchers for farm oi:mqm:_n. im-
provements, and operating purposes.

Guaranteed loans are made and mo_‘<_nma c< legally
organized private lending.institutions; such as commer-
cial banks, Federal land banks, production credit-asso-
ciations, insurance companies, and savings and loan
associations. FmHA provides the lender with a guaran-
tee not to exceed 90 percent of any loss of principal
and interest on a loan. The use-of an FmHA guarantee
may enable a private lender to serve, or continue to
serve, a farmer who cannot be served on a wholly
conventional basis due to risk factors.

All applications for FmHA guaranteed loans are
treated with equal consideration, without regard to sex,
age, race, color, religion, :m:a.omu. national origin, or
.marital. status. .
, <§o Can moﬁoio Ir a <Hcm_m, nm::ma:_um Bda

\ ns, | :a_casm livestock, poultry, farm and
U:oa moc_naoa. ”mma eed, fertilizer, fuel, chem cals,

systems, drainage improvements, and improvements
associated with forestry. fish farming, land protection, or
poliution control.

What Are The Interest Rates and Terms? The
interest rate on a guaranteed loan is negotiated be-
tween lender and borrower. It cannot exceed the rate
given the lender's average farmer customers by more
than 1 percent.

Terms for repayment vary according to loan pur-
pose and nature of security. Farm ownership and other
real estate loans may run for up to 40 years. Chattel
loans for operating purposes or lines of credit may
range from 1 to 7 years and in some cases may be
extended for 15 additional years.

What Are The Loan Limits? Real estate !oans
(farm ownership and soil and water)—$300,000. Pro-
duction (chattel) loans—$400,000.

Is This a Lender’s or an FmHA Loan? This is the
lender's loan. The loan is made and serviced to conclu-
sion by the lender. If everything works well and the
borrower is able to repay the loan, no taxpayers money
will be used except for administrative expenses. If a
loan fails, FMHA will reimburse the lender with Fed-
eral funds under terms and conditions specified in
the guarantee.

What Are The Types of Guarantees? There are
two types of guarantee commitments, the Loan Note
Guarantee and the Contract of Guarantee. The Loan
Note Guarantee is the signed commitment issued by
FmHA setting forth the terms and conditions of the
guarantee of a fixed loan amount. The Loan Note Guar-
antee may be used as the instrument of guarantee in all
loan programs and is readily marketable by the lender
in the secondary market. The Contract of Guarantee is
the signed commitment issued by FmHA setting forth
the terms and conditions of a revolving line of credit.
The Contract of Guarantee (line of credit) is used for
specific oumqmzzo loan (OL) purposes only and may not
be sold in the secondary market. Holders (investors) of
Loan Note Guarantees are protected by the full faith
and credit of the U.S. Government.

What About Marketing Fixed Amount Loans?

For the guaranteed portion, the lender has the following -

three options:
1. Assignment Option: The lender may assign,
using the FmHA assignment agreement, all or part
of the guaranteed portion of the loan to one or
more holders. If the assignment option is used, the
holder is protected by the full faith and credit of
the U.S. Government on the guaranteed portion
of the loan.

2. Multi-Note System: When this option is selected

by the lender, upon disposition the holder will re-

ceive one of the borrower's executed notes and a

Loan Note 'Guarantee attached to the borrower's

note. If the multi-note system is used, the holder is

protected by the full faith and credit of the U.S.

Government on the guaranteed portion of the loan.

3. vm:\oﬁm:o: Option: The lender may sell par-

ticipations in the guaranteed portion of the loan in

accordance with its regular procedures but must
retain the unguaranteed portion of the loan.’

What Happens After a Lender Sells Participates
or Assigns Part or All of a Loan? The lender con-
tracts with FmHA (by executing a lender's agreement) to
collect principal and interest payments and service the
loan. Servicing includes keeping in touch with the bor-
rower in order to be aware of any potential problems
such as late payment, etc., and meeting with the bor-
rower if a problem does occur.

The local lender is responsible for distribution
of principal and interest payments to holder(s), as-
signee(s), or participant(s), as appropriate. The local
lender may deduct a servicing fee agreed upon in
advance between the lender and holder(s).

Delinquency and Default. The lender must notify
FmHA when a borrower is 30 days overdue on a pay-
ment and is unlikely to bring the account current within
60 days or if a loan otherwise is a problem.

The lender is encouraged to work with the bor-
rower to resolve any problems. In case of default, any
holder(s) will be paid in full. The holder(s) must first
request payment from the lender. If the lender does not
make payment in full, FmHA will. if the loan cannot be
reconstituted, the lender will ordinarily be responsible
for liquidating the account in a manner agreed upon
by FmHA.

Can an Applicant Obtain More Than One Guar-
anteed Loan? More than one loan guarantee can be
executed with the same or different lenders for an ap-
plicant provided each loan is secured with separate

- identifiable collateral and limited to a combined total

of $400,000 for an operating.loan and $300,000 for

an ownership loan. The amount of loans guaranteed for
an individual who also is a principal partner in a part-
nership, stockholder in a corporation, or member of a
joint operation or of a cooperative restricts the amount
of any loan that the partnership, corporation, joint oper-
ation, or cooperative can receive. That amount is limited
to the difference between the amount received by the
individual and the maximum amount. Applicants who
are principal members of a partnership, corporation,
joint operation, or cooperative that has received a
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WISCONSIN HOUSING & ECONOMIC DEVELOPMENT AUTHORITY

Richard J. Longabaugh Tommy G. Thompson ; Wayne R. Peters
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WHEDA's Involvament in Agricultural Finance Chairman

Presented to the Joint Subcommittee on Ag Finance
By David Lepak
WHEDA Group Director, Economic Development
March 16, 1995

Credit Relief Outreach Program (CROP)

A loan guarantee program initially authorized by the Wisconsin Legislature in 1985,
CROP provided one year loan guarantees of 90% on operating loans of up to
$20,000. Loan proceeds could be used for fertilizer, seed, fuel, pesticides, tillage
services, crop insurance, animal feed or any other service or consumable good
necessary to produce an agricultural commodity. Farmers using this program must
have a debt to asset ratio of at least 40%. The program has sunset and extension
legislation has passed the Assembly and is awaiting action by the State Senate.
WHEDA had been authorized to guarantee up to $30 million in loans annually. CROP
also included a 2% interest rate subsidy for farmers using the program. Below is a
Table listing CROP's cumulative activity as of December 31, 1994.

CROP Loan Activity
As of December 31, 1994

Number Total Average Default
Year of Loans ‘ Amount Loan Rate
1985 833 $11,158,424 $13,395 6.83%
1986 1,369 17,745,967 12,963 3.49
1987 1,535 19,488,213 - 12,696 2.03
1988 1,786 23,246,443 13,016 2.08
1989 1,675 22,660,831 13,529 1.25
1990 1,587 21,386,814 13,476 2.30
1991 1,977 : 24,941,018 12,616 1.45
1992 2,002 26,485,593 13,230 1.47
1993 2,017 27,223,979 13,497 - 0.54
1994 2,040 28,344,020 13,894 N.A.

One South Pinckney Street, Suite 500 e Post Office Box 1728 ¢ Madison, Wisconsin 53701-1728 ¢ (608) 266-7884
General Fax (608) 267-1099 ¢ Single Family Fax (608) 266-0729 ¢ Legal Services Fax (608) 267-1463
Milwaukee Office: 219 West Galena Street, Fourth Floor e Milwaukee, Wisconsin  53212-3262 ¢ (414) 227-4039




Beginning Farmer Bonds

WHEDA's Beginning Farmer Bond program was authorized by the Legislature in the
1994 Budget Adjustment Act and offers beginning farmers a reduced interest rate loan
for capital purchases. WHEDA was authorized to issue $10 million in bonds and
introduced the program on August 1, 1994. The lower interest rates are made
possible through the use of federally tax-exempt bonds. The maximum loan available
under this program is $250,000, with no more than $62,500 to be used to purchase
used equipment. Loan proceeds can be used for farm land, farm improvements or
buildings, equipment or livestock.

Because the program uses federally tax-exempt bonds, it is regulated by Federal
Internal Revenue Service (IRS) code. WHEDA has very little flexibility in administering
the program, virtually all of the guidelines are determined by the IRS. The IRS defines
a beginning farmer as someone who has not owned farmland with a fair market value
higher than $125,000 or owned a parcel of land bigger than 15% of the median size of
a farm in the county of the proposed project.

Attached is a list of Beginning Farmer Bond program activity to date.

Under IRS Regulations, related party transfers of farms are not eligible to use this
program. This has become a major problem in Wisconsin where the primary transfer
of farms is between family members. WHEDA has been working with our
Congressional delegation to get this provision changed and we have a commitment
from Congressman Steve Gunderson's office to introduce corrective legislation.
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Date Recvd  Status

1272194
03/06/85

08/23/84
09/27/54
1003584
10/12/94
1172194
01/06/85

1207/94
1072894

Crompton, Alan and Lorl
Mattson, Robert & Jennifer

RO N -

DeJager, Tony & Diane
TOTAL CLOSED BFB

7HS  Schmuhi, Petrick and Teresa

Ciy

Lamont
Ashiand

Katheri! Chetek

Lender

Chizens State Bank
M&! Ashiand

Chetek State Bank
First American Bank WA

Purchase farmiand and bidgs
Purchase farmiand and bidgs

Trempenk
Kaukauna
Fox Lake
Edgerton

Janesvite
Brandon

Bank of Galesvilk
M&I Bank Fox Valley
M&i Bank of Beaver Dam

Bank One, J Ak

First Commercial Bank

Fond duilac M&I Central State Bank

Bond Amount

$150,000
$78,155

$107,325

ggseed gz

@
<

FHA  Total Proj Amt

$189,000
$91,155

$128,250

$115,000

IR Date

04007795

100754
10/21/04
10/21/94
1072194

FR Date Close Date

T+3.5%-fed tax exemp



'PROGRAM SYNOPSIS
BEGINNING FARMER PROGRAM

The Wisconsin Housing and Economic Development Authority ("WHEDA") administers a program
for beginning farmers (the "Beginning Farmer Program” or “Program"), which is designed to
provide reduced interest rate loans for first time farmers. The Beginning Farmer Program uses
federally tax-exempt bond financing to reduce a farmer's interest rate for capital purchases.
Beginning Farmers will be provided with interest rates lower than prevailing commercial rates.
WHEDA is authorized to issue up to $10 million in principal amount of bonds for the Program.
All financial institutions and land contract sellers are encouraged to participate.

Who can use It: The Program may be used between a borrower and lender for a loan to make
a direct purchase or between a buyer and seller for a land contract purchase. The fact that
interest is exempt from federal income taxes to the lender or contract seller enables either to

charge the borrower a lower interest rate.

How process works if Bond Purchaser is Bank

Through a series of transactions involving the bond purchaser, the First-Time Farmer® (or
“Beginning Farmer”) and WHEDA, a federally tax-exempt bond is purchased by the lender with
terms identical to the loan terms. The bond purchaser may obtain a mortgage or other security
interest in the property being purchased (in the bond purchaser’s discretion). The proceeds of
the bond issue are then used to fund the loan to the farmer (see diagram below).

«First-Time Farmer as defined by the Internal Revenue Code means an individual who engages
in farming or wishes to engage in farming and who meets the following requirements:

a) Has not at any time had any direct or indirect ownership interest in substantial
farmland in the operation of which individual materially participated,
: -and -
b) Has not received financing greater than $250,000 under this program.

Beginning — Lender
1) Bond purchased by Lender from WHEDA; Farmer 5
2) Bond proceeds lent by WHEDA to Beginning Farmer; '
3) Beginning Farmer gives promissory note to WHEDA;
4) Promissory note assigned to Lender as security for the Bond; 2
5) Beginning Farmer makes loan payments to Lender. 3
WHEDA

3 Asharod\ed\genaralitipbro 1 Of 5




How process works If Bond Purchaser Is Land Contract Seller “Seller"

Under a land contract arrangement, the Program involves the bond purchaser (Seller), Beginning
Farmer, and WHEDA. After an Application has been submitted and approved, the Seller and
WHEDA will enter into a sales contract and the Seller will receive a Bond to evidence WHEDA's
obligations under the contract. WHEDA's right, title, and interest in the contract will then be
assigned to the Beginning Farmer, who will assume the payments and other obligations under

the contract.

Beginning > Seller

1) WHEDA and Seller sign sales contract; Farmer 5 '
2) WHEDA assigns the sales contract to the Beginning Farmer; .
3) Beginning Farmer assumes payment obligations o
under the sales contract; :
4) WHEDA delivers Bond to Seller and assigns the Beginning 2 1
Farmer's obligation to pay sales contract to the Seller : ‘
3 4 ,

as security for the Bond;
5) Beginning Farmer makes installment payments on sales contract to Seller.
WHEDA

Who Is eligible: In order to be eligible for the Program, the individual applying to the Program
must meet the following: :

. Wisconsin resident

. At least 18 years of age _
Net worth less than or equal to $250,000 based on fair market value financial statements

Not owned a substantial®* amount of farmland

. Principal user of purchased item :

Access to adequate working capital, farm equipment, machinery and livestock.

. Adequate education, training and experience in the type of farming operation for which the

loan is sought.

*Substantial Farmland as defined by the Intemal Revenue Code as any parcel of land unless:
a. Such parcel is less than 15 percent of the median size of a farm in the county in which such
parcel is located,
-and -

b. the fair market value of the land does not at any time while held by the individual exceed
$125,000.

Risk:

100% of the credit risk is borne by the lender/contract seller. WHEDA assumes no liability.
Furthermore, the lender is fully responsible for credit evaluation as well as the creation and
perfection of any security interests deemed necessary.

sAshared\ed\genaralitipbro 2 Of 5
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Cbllateral Tax Effects:

Interest on the Bonds issued pursuant to the Beginning Farmer Program will be exempt from
federal income taxes. However, interest on the Bonds will be subject to the alternative minimum
tax imposed on individuals and corporations. In addition, for regular tax purposes, banks and
thrift institutions will not be able to deduct any portion of the interest cost of purchasing the Bonds
under Internal Revenye'Code Section 265(b). Interest on the Bonds is subject to Wisconsin
income tax. Prospective Bond Purchasers should consider these collateral tax effects when -

establishing the interest rate with the Beginning Farmer.

What Loan can be used for: The following items are allowable purchases of capital assets from
non-related parties™: ' .

1. Farm land

2. New or used farm improvements or buildings

3. New or used depreciable machinery and/or equipment
4. New or used breeding livestock

*Non-related parties as defined by the Intemnal Revenue Code as all individuals other than
parents, grandparents, siblings (whether whole or half blood), child, spouse.

The abovementioned use of proceeds for purchases will be eligible if the following are true:
1. Such assets (both real and personal property) will be used for farming purposes,A
- and -

2. Such land is to be acquired be an individual who is a Beginning Farmer, who will bé the
principal user of such land, and who will materially and substantially participate* on the farm
of which such land’ is a part in the operation of such farm.

“Material and substantial participation is defined as an individual or individuals who derive a
majority of their gross income from the farm operation and where the farm operation is considered

their primary livelihood.

Direct Loans by Individuals:

Individuals may also purchase bonds to finance the loans of beginning farmers. However, bond
purchasers must be non-related parties (defined earlier in this document) to the Beginning

Farmer.

Additional information regarding direct loans by individuals may be obtained from WHEDA.

s \shacred\ed\generalitipbro 30of5




Loan Limits:
The maximum loan amounts are as follows:

(a) $250,000 for real property; not more than $62,500 may be used for tfhle purchase of
used equipment or used breeding livestock,

¥ -or-

(b) $250,000 for the purchasé of new equipment, or new breeding livestock.

Note: An individual may access the Program more than once, as long as the total aggregate
borrowing does not exceed $250,000.

Loan Terms:

Loan terms and credit decisions are arranged by the lender or contract seller and' Beginning
Farmer. '

Costs to Access:

Each applicant must pay the following: a $100 non-refundable application fee; and a closing cost
fee equal to 1.5 percent of the loan amount. The application fee and closing cost are applied

toward paying for expenses incurred to issue the bond.

The Financing Process:

The borrower seeking financing discusses the prospective project or purchase with his or her local
lending institution. It is very important that the borrower not formally begin any portion of the
project until he or she has spoken with a lender about the project.

Once the borrower has consulted with his or her lender, then:

1. The borrower(s) seeking financing obtains an Application from his or her local lending
institution or from WHEDA's office.

2. The borrower(s) and lender complete the Application and negotiate the terms of the loan.
3. The Application and the non-refundable $100 application fee are submitted to WHEDA.
4. WHEDA will review the Application for completeness and eligibility.

5. If the Application is complete and eligible, WHEDA must conduct a public hearing on the
project (notice of the hearing must be given at least 14 days in advance of the hearing).

s Ashared\ed\genarahftipbro 4 Of 5




_ WHEDA's Econonomic Development Committee considers the Application at a bi-monthly -
meeting. If approved, WHEDA's Economic Development Committee will adopt an Initial
Resolution. (THIS IS NOT FINAL APPROVAL AND DOES NOT BIND WHEDA TO ISSUE

A BOND).

_Borrower must obtain approval of Initial Resolution by WHEDA within 60 days of

commencement® of project.

*Commencement is defined as any consideration exchanged between a buyer and a seller for
purchase of eligible farm assets. Consideration shall be evidenced by written record, including
offers to purchase, contracts, bills of sale, etc.

8.

When the documentation and all terms of the bond issue are finalized, the borrower(s) and
fender may request final approval from WHEDA's Economic Development Committee. The
Economic Development Committee may then approve a final bond resolution.

After adoption of the bond resolution, all parties will execute documents and close the bond
issue. WHEDA will issue a federally tax-exempt bond which is purchased by the lender,
individual or contract seller with terms identical to the loan terms. The proceeds of the bond
issue will then be used to fund the eligible expenditures.

About WHEDA:

The Wisconsin Housing and Economic Development Authority (WHEDA) was established by the
Legislature in 1972 to help provide housing for low-and moderate-income Wisconsin residents.
That mission has been expanded over the years to include financing for small businesses and
for farming. WHEDA raises capital for its loan programs primarily through the sale of tax-exempt
bonds. WHEDA's bond-supported program receives no state tax support. -

sAshared\ed\genaralitipbro 5 Of 5



Zf" (ﬁf/ @/\// (7&1/// /%ém/jﬁ D5 %D A I/\z &
M e /ﬂ/wzﬂ 0 Pdion_




b 3

1

PLACE
STAMP
HERE




Areqq Joog QUIMS

‘uononpoid N00ISOAT] SUIMO[OF 9} UT PIA[OAUL UL]

ejeye

UIOD [UMOI3 sa1oy

PaULIR] SOIOB JO IOQUITN

ALID

SSHIAAv

HNVN

*UOI)RULIOJUI JIOWI
10J Pa3joeIu0d 3q 03 Y| p[nom pue weidoxd
UBULI-1ISY S 9Y) Ul PIISAIdUL U, | ‘Sax




£6/6 WINOD SELLLE

V96L-6V¥-G1E ‘B2 10

EV6P-13ET AN ‘Osnoe1dg

€v6¥ x0d Od
juounyreda(] 90IAIOG IOWIOISNY) URY

"ONJ MAVINTA L

soAnejuasardoy
800 Aq 901a19G }dWIOL] »

(sBurppmq) Suoueur 4oy wmnfg, «
ANIquonpa(] XeJ, podjueIens) .
Suroueur J poaoiddesid .

s1500) Juoajd) Mo

SO[MPAYDS JuoUI R POZIUIOIST)) »
SULISY, 9[qIXOL

SjuowiAeg poxig

w01y syjeuaq 308 noA snpd ‘sopoIyoA
pue s8urpmq quewidmba axmboe noA
19[ surex3oxd Suroueurj 9sed] SYIEWA ],

Tl

w
EEME
E2E5
oaan
[afea] =
SEE

Z 55

- ‘.MM.M v_.aa::o
--10jumr-axow 10] Aep

el
N’
j£2)
5 2
g2 8 &
= 1
S25 mm
Ymm 5
SECEEEEYs
=FF g3z
- =
AES E0ad
SPL .m.. - R
[gE TECE
S, EH<owom
ZEE
=325
mE

E -

ppe noAk ﬁulwwb_:
_E_vc: moq

oIS 1910 oY} 9opdwod




"dAneuasaIdor yrewpR],

oA [[ed 9qnop uf §] ‘SSUIp[INg PuE SO[OIYOA

peor-oy)-1040 quamrdmbe o[qemp ‘Aeurjorw
JO (Pasn 10 MIU) [9POUI 10 A[eW ‘PuR| Auy

JdPaseo] 9( Ued JeyM\

HHHH.L

- AJIUNUWWIO SSaUISn(LIe
ot} SurAIes 03 PYEdIPap ST “OU] NIewIa],
WBWIOM IO UBWISSOUISNqLISE porjijenb Auy

d95EtI] ued Oy

OM.L

"9UO UBY} SABM 910U
ur ojeroo1dde 0) owrod [[ noA eAneuIONY
Suroueur, ] S[qIXa[ SY, S3] JUSULSOAUT
[endeo [enrur ‘981e[ € Jo uopIng 9y}
noynm drysioumo jJo soejueApe oy} Jo Jsow
I9JJ0 SO0p Suroueulj 9SE9] IOASMOY "WYY
Fuumo Jou — WY} Fugsn Wl St sguIp[mq

10 Juowrdmba jo anjea oy} asnedaq

JUISY} SUTUAO JO pEajsul
sSurpymq 10 yuewdmbo
9se3[ NOA PNOYs AYA

HNO

H\K:gﬁé.‘%ﬁiééi
y 4 &, \V\w

-suonsonb jueoduit
%] 9SO} 0} SIoMmSUe
S} MO 0] JYSNO NOA
‘UBIIIOAA IO UBUUSSaUISN]
-LI3® UB 91N0A J]



-aseyomnd

YS1nno ue ey} A[qeI0AL] SIOUL SUI| WIORO]

ot yedun pmoo Surses| ‘ANIqIxa[} pue

soBejueAPE XE) SULIOPISUOD I0}Jy “Suroueul)

%GJ. 10 % ¥/;,99 Uerp) 19yt Suppueury g] A[resu

s19Jj0 1] *sBurppmq 1o juewdmba Jurmboe

JO pOIoUI IR0 Aue ey SS9[ 9 ABUL 350D

19U o) ‘yseo ygnoxy aseyomd uey) 19)e013 o
Aeur Sursea] Jo 1500 IB[JOP $SOL3 Y} AIYA

JoArsuadxo Sursesy S|

"9UIOOUT
moA Jo Suruum 9y} YA 9PIOUI0O O} SUORerIS
Ure}I00 Ul poSURLIE 9] OS[e Ued SSMPaYds
yuourAed [eUOSeag "A[[enuue 10 ‘A[fenuure-Tuos
‘A[1o3renb ‘A[puow 9peU 8 Ued sjuowAed
‘sase0 Jsow uf ‘sSurppmq uo (uondeoxs Aq O)
s1ea4 JyS1e 0} dn pue ‘sased] juowdmbe ot
uo sxeak JySio 03 dn ‘sasear] (SIYPA) DVYLL
UO s1ea4 XIS 0} dn S[qe[reAr o1e SULD I,

Jo[qe[reAt a1e so[npayos
yuowAed Jey AN

LHOIA

isigoxd seonpoid jeyy asn oy s i—syyoxd
938910 1} diystaumo 9y} Jou s3] ‘sojerooxdde
jer 19sse ue oseyond 03 pasn 9q ued
soyeroaxdap yey} juowdmbas 10j poyreuwred
[endeo oy T, *sTefop xe}-21d 9AISuadxa SSof [AIM
opew o Ued sjueuiied usym SIE[[op s Aepo)
s surppmq 10 yuewdmbo 10§ Aed Ayp

Juonefjur
ysurese 93pay e 3uIses| S|

NHAHS

e v

*AepO0} 9[B[IEAE 9DINOS Suroueury
JUSIOJJO-1500 50U oY} 9q Aeul J] "sojer
PAIBISE00B J& JS0O [€10} OY} JJO LM 0} noA
soqeus ST, ‘sesuadxe Surjeedo s[qnonpap
xe) AnJ o1e sjuowded oseo[ ‘sased JSour uf

JSOBBJUBAPE XB) 9191} 91V

XIS

"JUBJUNOOOR MOA YA SHJURq
91} SSTOSI(] 'SJOSSE PAUMO UBY} joeduur ss9f sey
osea] & Jo uoneziende)) "A[(e10Ae] ISOIN

JJUSUI9)E)S [RIOUBUL]
AUI J09JJe 9Se9[ € S90p MO

"9SE9] AN} JO UL} O J0A0 9(| [[im Sosuadxo

mOA yeym AQoexa MOW| NOA ‘Suroueuty

9jex poxiy s10jjo Burses] asneoaq ‘syuewied

UMOP 931e[ JO ASSE00U S} SJBUTLI[d [[Im

PUE ‘Sou] JPOIO FunSIX 9A10sa1d ‘MO Yseo

moA aaoxdur Aew asea] y Tendeo jo ageloys

Aq popoduut st AMOI3 9S0YAL UBLISSOUISNCLISE
ue 0) S[qen[ea Afferoadse st Juroueury 9sedr|

Juonenis feydeo Aw
109]J® 9Se9[ B Se0p MO

4104




TGS [ T T e b
- ,m,ewW
m%mmlm ommvu.
® g © mm.@“...
7 - o & -
g k= o @
w o or
9 £l | T EEy
~ 2. 2 592
5 9[ [7,]
& T F e R
S B T
B 5 O @
g ®’ S
e_H_l._-m
w
(o] .
S
we] S, g
@ pro
A 6 -]
% & BB E
g % Bm..p.
=B Oe g
° < 20 &
8 B
= e 3
=] [l
GHO
< g3
O= 6
> = S, S
= 2 B3
Fw S
N 5 B
o = =]
-
g 3
Q
o) < o
S o e
g ~ B =
[e]
2 = 5 =

t

1 suSy

Suoueulj 9seoy §
‘10AMOH
3, ysnoxyy Suisea]
[1®° @sedd

939 I9JuUl Wie

(ssoursnq Aul 0} [ElOaUq
oy} Jn0qe AW

-uopesqo Aue IPpun S

weysIopun op |

P
ooeqd J0U S9OP UONBULIOJUL 10F

1sonba1 w1 puejsepun |)

e
u p

K194 9q POd

NI VI
\7

-AepO], MOA JJoUA(q AJ[eIoUBULy UED “-ouf
yrewre], y3noxyy ‘Suisea| M0Y ayegnseAu]

ToMm se

SEQIE SSOUISN] ISYI0 AUBUI U PUE ‘SSOUISN(LISE

‘ururej Ut SuIMO0I3 ST oouerodunt S)f "S)9ss®

[endeo jo osn oy} SuLmMboE 10§ SANBUISNE
Suroueuyy S[qIxa[J © A[[e01 ST FUISE]

"90uRINSUL PUE

0OUBURUTEWI ‘SOXE) 10J AYIqIsuodsal SUINSse

noA g ‘9s8a] 9y} Ul POPNOUL 3] ULd so31eyo

uonE[eIsul pue JYSe1] MOA 0} PIISALPP

$J1 PUB I0PUSA IO IS[BP 9} WOL} WY

oy saseyomd usy) YIBW[A], oIS NOA 1500 9}

18 9poIyRA I0 Juewrdmbo ‘Aroumyoewr ‘Surpymq
oY) 109[0s NOX "BUIOUBUL] 9SEI] 1OJJO I

“UOTIu ()¢ SPa9oxe ofjofiod asea]

[6303 () “UOT[IWL [§ 1940 0} ())0°G$ WO} AreA

orym s9sea] (00T 19A0 oAy am ABpO) Aym

st gorym aAnneduiod A19A pue Teuorssajoxd

£I9A 919\ "FYBT 9OUIS SSOUISTI] UT U] SBY
Yrewrpa], -9 ejueApE A[UO 9Y) J0U S Jeq) Ing

‘Buroueuly pue oImy[noLde

(30q Ul 9[qESSPI[MOW] pue poousLadxa

ore oym 9[doad Yy Sunjrom aq [LnoA

18y SI yIew[a], YBnoy} s3wp[mq pue sopIyeA
“uowrdmbo Suises] Jo 93ejueApe suQ

“UISUOOSTA\ PUE SIOUI[[] ‘BUBIPU] ‘BIUIBIA ISM

‘ermBamA ‘Ayomuoey ‘O UESIYOIIN ISeYHON

oY} JNOYSNOIY} SAVIAISS FUISE] 19J0 s198euRW

mo pue ‘g N ‘@snoeIAg isey] u paierrenbpesy

919\ -ouJ Aem8y £q poumo Afjogm
uonei0d.100 SuouEUY € ST "OUJ YIBUWR],

U YIewo], :98a[ MN0A
puIyeq uone1odiod 9yy St
yue)roduIn 910U UDAD g

quertodwr o1e s1Mmsue 9],

"}Ie)s 0} JUBM NOA UayM

sn Surel Aq JjesmoA uonsanb jueproduur

ST} JOMSUE [[NOX "9[MPaYDS juswiAed

pue surio} SuraA00 Jesodoxd e NOA 9AI3 UaY}

QA "IO[BOP INOA M 1500 oY} 9jenodau pue

Surpmnq I0 9[OIYIA PROI-OY}-I9A0 quawrdmba
jo 9091d oA 9sooyp Isn { jnoA 0y dnsjyeyfy,

J}Te)S M UBD UIYAA

-aaneyueseIdal yrewr, mo4 ym suondo

oY} SSTIOSI(] 'SASEO 3soul Ul ‘uonesqo

TOY}INJ OU YIIM YIBUI[o ], 03 31 WX Aewr

NOA ‘UrId) 9Y} JO PUS SY} J8 WA PAsE[ oy}

10J OSN IOY}IN] OU 9ATY NOA J] — WINOY o

“pouiad [BUORIPPE UE 10} 3SEI[

9} 9NUNUOD 0} 090 ALUW NOY — [EMIUY o

‘gAneUasaIdal

MIBUI[9], MNOA YHM SSNOSI(] "SISL]

oulI0S U0 d[qefreAe are suondo aseyond

pext,] ‘Surpfmq 10 yuowdmba ‘opryeA

pases] oy oseyoand Aewr nOX — eI o
:Spaau IMOA 0} PaYIMS 59 U0

oy} 309[9s ued pue suondo 91y} SABY NOX

49se9[ oy
Jo pue oy} ye suaddey yBYA\

NHAHTA

*19[eop oA
YA SUOROESUEI) O[([BIOAR] JSOUI A1f) 9}enoZsu
0y yuowrdmbo p[o MOA 9sn ued NOJX "L

J9[qe1dedde sur-open oIy

NH.L



v

wm>;m5$_m Buroueuy mmmw_ mom_&mv:me
_EE ay) Buuayo >cdeoo mc_ocm:_z

B  MAVINTAL
0z5:nomaz_ _

16/6

m¢®¢ HNNM..H AN omﬁodu%w m¢m¢ No.m ‘0d

ISR I, €ELL-LE : EEQ XE] 9WO0UI S, ommwm_ auyl co
ZTEe-18¥ Sowu mmcoaxm wmmc_m:n e se m_gsosz_o aq
>mE EmE_m ._. Qu_ma mEmE\Ama mmmm._

/

| Uvawﬁ%m—rH s ‘a5e8| B} MAUS!
, . | 0110 “owmm au} EEQ 10 aseyoind

- 0} uondo m%. sey EEoE:o ayl
- SR ‘wiel mmmm_ 8y} JO pue 8y} 1y "9sEs)| 8U}
~J0 W) 8y} 4o} we}l 8y} S8SN IaLOISNO
8y —Iewojsnd oy} o} 1l SeouBUY
pue 8jolyaA Jo mc__v,__:n quawdinbe
© Jeys sAng uewiaL ‘1ejesp e wolj wel

M ~~  oyoads e $8S00Y0 JBWOISNO BU} JOYY

LT ‘BuIoUBUL [BUOUBAUOD

L | jle} mmmgosa yseo e ybnouyy sjqe|iene
\ \ 8q 1ou >mE momﬁcm%m,mwmc 1
wo_:_om;om EmE%Q peziwolsno @

mc_ocmc: ajel-poxy @

S1S00 Eo:a: MO| @
sebejuenpe xe} m_n_mmoa ' B

- :sepinoid oses yewol v
m:_ocm:; cmmm_ slayjo v_._mE_m L



! mmm:.m:& Jo mumE AnoA’
E noA m\:mm m pue mEa Sg
Jo mEms mS h:mﬁmgmtzz Aoyl

wmohmm_o o_Eocoom _EE_:o:mm
m>m; pue wiey ey ayy uo dn maib

‘ u.wo_z QE_:o:mm vcm b_c:EEoo

m£ Yum E___Emu_ ale oym m_aoma

_moo_ ale mm>_§cmwm59 v:mE_m T

L .m..:::otmm
>>o§ m_nog xEE_m._.

i

i
{

C._\_mu mmmo_ mr_ﬁ ._®>O wow.mw._oc_ |

Junowe EmE>mq--wa: amuw ®
“ w8} mwmm_ oE JOA0 mwmmmhom_o
E:oEm EmE\AmQ--mc\son aﬁw ®
‘, spouad >>o= yseo moj| oc::_o
EoE>ma o:i_m_._Ommmm w dpig’ ®
:ale wco_ao EoE>ma au}
.6 mEom wco_ao [enuue o} >EEoE
"8y} wou}, mmcwz mm_:umcom EmE%n_
s ‘S988e9| %mE_m 1 Jo 9:625
“ayiul co;mzm> opim e s m:mE mmmn
- lswio}snd osIoNp m,v:mE_m 1 4O mumm:
>>o= ysed anbiun sy, SINES o._.

m_n_xw: si x‘_mE_m._.

i

D . moib Qmm:c;coo

AR _ocm mhmEoﬁ:o V_EE_m._. 99IAJOS OUM

mmo>o_aEm oSl Jano o} _m:cowhoa

- &) peseasoul ‘uolfjiu 00€$ 10 mwmoxm .

up oljojuod e mommcmE V_EE_w |

wmﬂmww UmﬂcD 05 ‘

Jo mco_mmh Eoummzﬁ_E pue ‘opueny
. -pw memstoz By} Ul SBlelS 12

ac_ocmc; mmmw_ SEI] V_EE_mh o

m:.?o‘_m s] v_._mE_m._.

mmmwmc.m:m _m_o‘_mEEoo _E:m
w._m_:mr_ bﬁoEEoo [eAnynduby
, " _sjonpoid voo>>,;

. w_o_ﬂomg

o ounig

spoisenT

' Aiynod

N ‘ BoH

- ~ doip
a_mm_

‘ mmEm:mc_ mc_>>o__o,, oyl
our wm_o_sm> pue wmc_n__:n “uswdinba
B (o) obuel opIm e mmocmc; yewal
mha_:ocmm :o;o:voa LOJ} S8WO0d -

mmm:_msp SHewo | 4O %SL noqy
_um:_m._oz_u sl x‘_mE_o._.

so ® ® 0 o efo ® ® O

ST @mEoﬂm:oSo
" woyy m_m:m*m: pue ssauIsng Hmmam:

C < jo19A8) ybiy By} ,>n ,Umococ_>mmm

e \%,mE_m‘._.Q juepoduwi sl co‘;oﬁwsmm
« Jswiolsnd mhmEQm:o [eins pue
_m,_a._:o:mm ooo €] JONO SOAIBS: vcm\
wm_o_co> ccm ‘sbuipjing ‘yuswdinbe
10} mc_ocmcc 8SEd)| SI9Y0 Yew|sl
mﬁﬂm pajun 8y} ul mm>_§maooo \
eolnles pue Addns _EE_:ocom,,
, Eoc_an Jsow pue ﬁm?m_ m£ 10
B mco S| pue }SEayLION mE ul >_:mE:a
. mmﬂﬂmao AembBy -ouj Aemby
m>:@_maooo Jsuwie} L_mnEmE 000* 5_
mE JO am_v_mn:m e sl _ocm v961
ul cocw__nm“wm sem oc_ V_EE_m 18

m:_o:w:;

u_.c mmmc.m:a mE ul siHewW|aL

V

/.
/

| mumww:_\m:m_
" |Jeany %
m..:::u:md.,
ho,_ mc_ocmc_u—,




*ISOOHD MO

qAaTNg 30

M—HAA@Q HEUMM;

HEH ZHwOﬂQ
H?DO>

%o suoneordun Xe) 90UBILAYUL pUe

. ocSoE SWSA 10 uo@aoq ot seoq

,,%wuéwsn mok uo;musmngoﬁm:u ay

- ﬁom op 10 SSOUTSTIq 10 ULIE] . mok 1e

o%m &E&ES oy st uﬁmwm Bom °

amEmSSso SNSIOA wSmmoe

Bﬁmo oﬁ Smwsm?E nok Ezozw

‘ omﬁﬁw&m E‘Gsuw 10 mSucmnw
TRI0IOWIIOD / Huz:zo:wm ui
ds 108597 10 19pU] 31 $30(7

{ATuo &u&wam :Moons

jo 28pa[Mouy anJ] B AJBIISUOWSP
uZEE%oEE oﬁ muoO

u® 10 30JO UE 0} [3AL1] 01

K ﬁ;» wa s3 : SSEE E

%EEEZW ore .S» EEB 1o :E:os
s,19ueq,, SuLnp A[uo suonenogou -
INnoA 1oNpuod 01 9ABY noko(f e

{YSNO} oI® SOUIL} USYM U
SI0IAISS O} PANIUWIO) 10 133w
mok 10 N0, PUE UI,, U3dq A1

-+ sopisuos “nq 10




ASVH'L

‘suosear Junerado

10J AI8SS209U UOHISIMbor aew

sagueyo [eOI30]0UYIS] USYM S)assE
snnboe 01 Surouruly 9sBI[ IS} e

‘suonedi[qo 1ay10 103]Je JoU $30(] e

‘guioueul) paseq 1asse A[FuIS e

‘[e121B[[02 JutoIyns A[[eIouad st

juswidmba pasea] oY) 210331541 ‘A[U0

sasodind [euonjEWIOUT 10} -0
o[y KB pue Q[ SBY 10SS9] ®

‘sjuswAed 9sBA] paxl] =

"$SAUISN JO ANRUOSBAS UII09]Ja]
sjuswAed JO a[NPayos PIzZILoIsn)) e

"UOTIUSAUO0D I911enb
-PIA JO sa[n1 10§ Jusunsn{pe oN e

"X® [ WINWITUTA] SANBUIRIY
10] parinbar juounsnipe oN e

‘sjuowAed osea] asuadxy e

"3IN1ONIIS [BIUAL
ot ying AJERsn  §3500 FUISOLD, @

"00UBADR
ut syuswiAnd ases] Appuout 7 01 |

L]

‘waYy) pasu NoA TIUM $198S8 FuLINbov £q 90U2052}0Sq0 [eo18o[0uyd9l Woljy
J19sIN0A 153101 jAdudtargs 1o Aorded ppe 03 speiddn 01 pasu nok o(y

AONVHD TVIIDOTONHOIL

(08e s18ak 1YInogq S198sE UO §31509
Surouruyy 1OYSIY Ul SIASAI A[[RWLOU SUBO] SULINIONIISAI JEY} JqUIdTY

SLEdd YIHLO NO LOVJdII

“JaSSE Ul PRI 10 [[3S 0 JuBM NOK IaAduaym
{[eo 1snw Apuanbaiy nok “os jj ¢, Jjo pred,, Apeaife noA 1By juswdinba
IO TEY1 2PISAq S1ASSB 19A0D TR SUII[ 1ONUB[Q YHM Paudping nok a1y

SINIWIHINOTA ALIANDIS

JAureiron qim 1a3pnq 03 sfqissodur 11 Sunjewd
$10YIBUW [RIOUBULJ S[11B[OA PUER $3101 1SAL9IUT FUNENION]J 21y SSAUISNq
IMOK JO SN JJO,, 10 MO[S 911 $109]j31 18I} S[NPAYDS B Pasti nok o

STINAAHIS/INTNAVI

‘saouade

X®) 9181S PUE [21apa] 01 pred aq [|Im AOUOUL AI0W ‘SB[ 1 PIOjJe Ued nok
uaUM SIBOA ALIB3 BU) U] (AJI] [NJAsN §,195SB UB JO SIB3K A1eS ) Sulinp
JUWIODUT J[QEXB] PASEAIOUT UL 01 PRI 1388 U0 Uone1ardop mofs sa0(

SNOILVYAJISNOD XVL

seo sIy)
T SSOUISTIY SN 1310 0 PIIdalip
OIPPE MOY PIIIPISUOD NOK 3ARH

SILS0D ONINNIDEE

ASVHT sA ANd

10 $9811 13112q 2ABY AJ[BOSN $10
aq ueo Surdng Jo sjuawasmbal yseo

i

‘uonsinbow jo
$5900.1d 93U} MO[S UBD SISTOURULJ 1310
Jo sjuawaImbar /spasu Y3 FuNPIN

\ ‘poreniogoual

10 PAINIONIISAT 2q 01 SURO] [[€ 10]
yse Avwl SIAPUS[ 19U10 puUB SuRg

‘paseyoind Sureq jasse d1J10ads
puokaq A11noas juem Apuanbaiy
SI9pu9l IoYl0 pue syueyg

sjuewifed pue soyel Gunenion|y

'ssauISNq
10 Aytjeuoseas Jo ssajpresal
wsufed jo apnpayos 91qIxsju]

“$OJIL UOTIUIAUO0D 191Ienb-PIA]

XE ] WA 9ATIBUISY 10]
paxmbaz sjuswisn(pe uonenaids(q

‘pred 1saxaiut 1onpag
“wa Jo ,1802,, aerarde(y

(‘Burpy ‘[eday o)
51800 utsoo,, sAed 1osedIng

‘parmbal
Apuanbaiy wswAed umop %ge-01




2

TEIMARK INC.
Highlights of Leasing

WHAT IS A TRUE LEASE?

WHAT CAN BE LEASED?

ACCELERATED
WRITE-OFFS

PAYMENT SCHEDULES
ADVANCE PAYMENT

OPTIONS

Scott Vosters
Northwestern WI

(715) 720-2312

Am Schellinger

Southwestern WI

(715) 831-7995

A “true” or tax-based lease allows you to acquire the
use of equipment, vehicles or buildings and to deduct
the entire lease payment as an operating expense
on income tax returns.

Any new or used farm equipment (such as tractors, tillage
and harvesting equipment, grain dryers and bins, feeding or
manure handling equipment); vehicles (pick ups, trailers);
and buildings (such as silos, storage buildings, dairy
complexes, hog facilities, cattle barns or machinery sheds).

Tax deductible over the term of the lease compared to 20-year
depreciation of farm buildings, 391/2 years for commercial
buildings, and 7- to 10-year depreciation on most farm equipment.

Telmark’s fixed-rate payment schedules are designed around
the cash flow of your operation

Begin with as little as one monthly payment or as much as
one full annual payment...or something in between.

The three options at the end of the "true" lease:
@ Purchase the asset

® Renew the lease one year at a time

® Return the asset

é
4

| C§$§ Taylor

eastern WI

' ) {?(414) 739-5560

y —— Joe McCaw
Southeastern WI

(414) 367-4211




