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Memorandum

January 14, 1999

Page Two

The basis of the emergency program is a modification to the CROP guarantee program. WHEDA
provides 80 percent guaranteas on loans made by Wisconsin lenders. The pregram has been
available since 1985. The standard CROP Program would continue 1o be avallable to the general
agricultural community while the emergency criteria are in effect.

Sec. 234.90 (3j) authorizes WHEDA to develop emergency eligibility criteria under CROP as

follows:

(3)) EMERGENCY ELIGIBILITY CRITERIA. The authority may guarantee a loan to a
farmer using eligibility criteria determined by the authority that differ from the criteria under
subs. (2) to (3g) if all of the following apply:

(a) The govemor has ation exists and that the criteria
under subs. (2) to (39) pravem Ihe authortly from malong an adequate response to the
emergency situation.

(b) The authority has submitted to the joint committae on finance for review under s.
13.10 the emergency eligibility criteria that it proposes to use, and the joint commiftee on
finance has approved the use of the criteria for the emergency situation.

The emergency criteria we propose would include the following:

ve

s
V4

Targeted to hog producers (CROP is avalilable to all farmers).

ge maximum loan limit would be $50,000 including other CROP loans (CROP is
0,000).

The loan term would require repayment within three years (CROP is one year).

The borrower must apply for the guarantee before July 31, 1899 (CROP is ongoing).

The emergency program guarantees would be no more than 35,000,000 and available on
a first-come, first-served basis (CROP is $30,000,000).

ACTION NEEDED

1. Govemor issues an Executive Order declaring a hog market emergency situation and
authorizing WHEDA to modify the CROP Program in response.

2. WHEDA submits a 5.13.10 request to the co-chairs of the Joint Committee on Finance for
approval of the emergency elighility criteria. WHEDA's request will describe the nature of the
amergency and ask that the Committee take up the issue at the eariiest opportunity.

3. Joint Committee on Finance réviews and approves the emergency eligibility criteria.

4. WHEDA implements the emergancy eligibllity criteria immadiately.
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Memorandum

To: Interested Lagislators
From:  Fritz Ruf, Executive Director
Re: Hog Market Crisis
Date: January 14, 1999

ISSUE
Modifying the CROP Program in response to the hog market crisis.

BACKGROUND

American hog farmers are in the midst of a market erisis. According to the National
Pork Producers Council:

“What we really have coafronting us is a case of hog supplies exceeding
U.S. packing plant slaughter ¢apacity. That has created the massive
bottieneck at the nation's packing plants and driven live hog prices down to
disastrous levels.”

Hog farmers across the nation and in Wisconsin are suffering huge losses that may

drive many from the industry. industry experis believe that emergency measures

taken now can help pork producers survive:
- *“The recent low hog prices have generated the largest losses in history
during December. The red ink that started in November 1997 is expected
to end in mid-summer 1999. The liguidation that is occuming will result in
higher hog prices particularly in 2000. However, many of the surviving
producers will need to restructure the accumulated short-tarmn debt over a
longer pariod of time and their cost of production will increasse. Loan
guaranteas or interest buy-downs will be helpful (and possibly necessary)
far survival of many independent pork producers.”

John D. Lawrence, Associate Professor
lowa State Univarsity

Testimony to the Dernocratic Hearing on
the Crisis in the American Livestock
Sector

January S, 1999

AN EMERGENCY LOAN GUARANTEE PROGRAM

In December, Govemor Thompson directed WHEDA to examine ways in which our
financing programs could be used to help Wisconsin pork producers. Our review
resulted in a proposed emergency loan guarantee program that would require no
additional state mongy and no statulo hanges
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Chairman:
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Sen. Brian Burke, Co-Chair Crom . N105R Auolica

Joint Fipance Committee 1-0892-
316 South, State Capitol

Rep. John Gard, Co-Chair

Joint Finance Committee

315 North, State Capitol

Madison, WI 53708

Chairman Burke, Chairman Gard and Joint Finance Committee Members:

As you all are aware, the hog industry in Wisconsin is currently in a crisis situation due to
numerous factors which bave negatively affected the industry. The Assembly
Agriculture Committee held a public hearing on December 17, 1998 in an attempt to
gather information and public input which could help alleviate the critical situation facing
pork producers, -

Several legislators have worked to find a way for the state to assist its pork producers in
addition to the proposed federal assistance. After several meetings with legislators,
agriculture experts and Wisconsin Housing and Economic Authority (WHEDA) staff, an
initiative to modify the CROP program to assist independent pork producers was
developed. Attached is the WHEDA memorandum outlining this iniative.

Today Governor Thompson has issued an Executive Order declaring a hog market
emergency situation and autherizing WHEDA to modify the CROP Program in response.
The next step is for WHEDA to submit a 5.13.10 request to the co-chairs of the Joint
Committee on Finance for approval of the emergency eligibility criteria.

This brings us to the point of this Jetter. All members of the Assembly Agricuiture
Committee are respectfully requesting the Joint Finance Committee meet as soon as
possible to review and, hopefully, approve the emergency criteria so that the
guaranteed loan assistance could be made avaflable to pork producers by the end of
this month.

We urge you to consider and respond o this request as soon as possible in light of its
importance to agriculture in Wisconsin. If you have any further questions, please feel
free to contact Rep. Alvin Ott or Jim Langdon at WHEDA (telephone: 266-3529).

Tice: P.O. Box 8953 » Madisor, W1 53708 » (608) 268-5831 « Ibll-Free: (888) 534-0003 Rep. Ongplegia.state. wius

Home: FO. Bax 112 » Yorest Junction, Wi SA123.0112 » (920) DBG.1240
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AN ACTQ relating to: guaranteeing loans made to swine farmers.‘/

Analysis by the Legislative Reference Bureau

The Wisconsin Housing and Economic Development Authority ‘(/WHEDA)
administers a number of loan guarantee programs. Under the agricultural
production loan guarantee program, WHEDA may guarantee 90% of the principal
of a loan made to a farmer to finance the production of an agricultural product. The
statutes specify the requirements that both a loan and a farmer must satisfy in order
to be eligible for a guarantee under the program. This bill provides for a special loan
guarantee category under the agricultural production loan guarantee program for
farmers who raise swine. The requirements for a loan guarantee under the special
category differ from the requirements for a loan guarantee under the rest of the
program in the following ways:

1. Under the special category, the total outstanding principal amount of all
loans to the farmer that are guaranteed under the program may not exceed $50,000,
while under the rest of the program, the total outstanding principal amount of all
loans to a farmer that are guaranteed under the program may not exceed $20,000.

2. Under the special category, the term of a loan may not exceed three years,
while under the rest of the program, the term of a loan may not extend past March
31 of the calendar year following the calendar year in which the loan is made.

3. To have a loan guaranteed under the special category, a swine farmer must
apply for a loan guarantee no later than July 30, 1999, while under the rest of the
program, there is no application deadline.

The total outstanding principal amount of all loans that WHEDA may
guarantee under the entire agricultural production loan guarantee program is
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$30,000,000\(/with a deduction for the total outstanding guaranteed principal under
the farm assets reinvestment management loan guarantee program). The bill
provides that, of that total outstanding principal amount, $5,000,000 may be total
outstanding principal of loans guaranteed under the special category for farmers
who raise swine.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

1 SECTION 1. 234.90 (2) (intro.)\)éf the statutes is amended to read:

2 234.90 (2) ELIGIBLE LOANS. (intro.) Except as provided in sub- subs. (3h)\£nd
3 (3j), an agricultural production loan made by a participating lender is eligible for
4 guarantee of collection from the Wisconsin development reserve fund under s. 234.93

5 if all of the following apply:

History: 1985a.9, 29, 153, 332, 334, 1987 a 7,27, 178,421, 1989 a. 1, 1 336; 1991 a. 4, 39, 221, 1993 a. 1, 1995 a. S, 150, 404

SECTION 2. 234.90 (3) (intro.)Yf the statutes is amended to read:

7 234.90 (3) ELIGIBLE FARMERS. (intro.) Except as provided under subs. (3g)4@2
8 and (3j), a farmer is eligible for a guaranteed loan if all of the following apply:
9 """ SEoTion 3. 234.90 (3h)F the statutes is created to read:
10 234.90 (3h) GUARANTEE REQUIREMENTS FOR SWINE FARMERS. Except as provided
11 in sub. (3j), the authority may use moneys from the Wisconsin development reserve
12 fund to guarantee an agricultural production loan under this subsection if all of the
13 following apply:
14 (a) The borrower qualifies as an eligible farmer under sub. (3).\/
15 (b) The borrower raises swine.
16 (¢) The loan satisfies the requirements under sub.\/(Z), except for the

17 requirements under sub. (2) (b)\énd (h)}/

18 (d) The total outstanding principal amount of all loans to the borrower that are

19 guaranteed under this section will not exceed $50,000.
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SECTION 3

(e) The loan term does not extend beyond 3 yearé after the date on which the
lender disburses the loan unless the authority agrees to an extension of the loan
term.

(f) The borrower applies for a guarantee under this \sébsection no later July 30,
1999.

SECTION 4. 234.90 (3j) (intro.)\)(ff the statutes is amended to read:

234.90 (3j) EMERGENCY ELIGIBILITY CRITERIA. (intro.) The authority may
guarantee a loan to a farmer using eligibility criteria determined by the authority

v/
that differ from the criteria under subs. (2) to (3g) (3h) if all of the following apply:

History: 1985 a 9,29, 153,332, 334; 1987 a. 7, 27, 178, 421; 1989, 10, 31, 336; 1991 a 4,39, 221; 1993 a. 1; 1995 a 5, 150, 404.

SECTION 5. 234.90 (3j) (a) of the statutes is amended to read:
234.90 (3j) (a) The governor has determined that an emergency situation exists
and that the criteria under subs. (2) to (3g) (3h 1\{)revent the authority from making

an adequate response to the emergency situation.

History: 1985a 9,29, 153,332, 334; 1987 a. 7, 27, 178, 421, IXXa. 1,10, 31, 336; 1991 a. 4, 39, 221; 1993 a. 1; 1995 a. 5, 150, 404.

SECTION 6. 234.90 (3m) of the statutes is amended to read:
234.90 (3m) EXTENSION. A Except as provided in sub.‘/§3 h) (e), a participating
lender may extend the term of a loan until no later than June 30 of the calendar year

following the calendar year in which the participating lender granted the loan.

History: 1985a. 9,29, 153,332, 334, 1987 a. 7, 27, 178, 421, 198%X1, 10, 31, 336; 1991 a. 4, 39, 221; 1993 a. 1, 1995 a. 5, 150, 404.

SECTION 7. 234.90 (4) (a) of the statutes is amended to read:
234.90 (4) (a) Except as provided in par. (b), the authority shall guarantee
repayment of 90% of the principal of any agricultural production loan eligible for

guarantee under sub. (2) or (3h 1\/made to a farmer eligible for a guaranteed loan

under sub. (3), 13h1\{r (3g).

History: 1985 a.9, 29, 153, 332, 334, 1987 a. 7, 27, 178, 421, 1989 a 1,X0, 31, 336, 1991 a. 4, 39, 221, 1993 a. 1, 1995 a 5, 150, 404.

SECTION 8. 234.90 (4) (b) 1.Yof the statutes is amended to read:
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SECTION 8

234.90 (4) (b) 1. Except as provided in subd. 2. and subject to subd. lm\.,/the total
outstanding principal amount of all loans which the authority may guarantee under
par. (a) may not exceed $30,000,000 minus the total outstanding guaranteed

principal amount that is guaranteed under s. 234.91, subject to s. 234.91 (5) (c).

History: 1985 a.9, 29, 153, 332, 334, 1987 a. 7,27, 178, 421, 1989 a. 1, 1Q, X1, 336; 1991 a. 4, 39, 221; 1993 a. 1, 1995 a 5, 150, 404

SECTION 9. 234.90 (4) (b) 1m."of the statutes is created to read:
234.90 (4) (b) 1m. Except as provided in subd. 2.\,/ the total outstanding

principal amount of all loans which the authority may guarantee under sub.\éih) may

not exceed $5,000,000.

(END) /
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