ABSSe 398

ot st g 3735@?% rkemme h

prnoy: -rv vnoery ?iﬂ%ﬁ%

Q00 @Q;, s1 uwo nbuie

0 U9, o0y up Vo @o, :.3 WS Nt oncc.,. ,

\Eo:m,:% ,+oc SOPLJUGY PUY| —

S
88%4 e

oy s s WoE -

0»3:&3%@%%%3:33
gy -uer 1 G \ny HHTY

A_m Yo )
1S bmp 1 Hve ngo| o +§3
e Qo 400 T)to_a oot

&5/%v\%

§§E wowlvw 949 - uowmip ur)

Trmm beN -GIL

g b
3&%3: - W IO 355;\%..0

S——

M ) POy



. Tmg wmbod Fuysiie nuog wy Yrrrunp Jruuo -
- ‘,‘ooodm@ @5 LI %o. POW Jag) Uo U0V
b el kL Fraevo waniowt o1 p onrot b
R @Q: k% |~ o] 40D N UANINW OF + G28 UK 0K -
o JaUD Ue yvchu YRV —

Gy 24100

oobiro) , Ar0a) PO. X o
— vapp] v oo yonorddo yagya? A AP PEnaD 1o MVG
_\ms wva) » Uo Eaéé Prele b brow VoYW ) MR piow o] $L3e ssol mpssh G v gl
|  pudd sso) - DG

000’ gyt I T m%gm %ﬁ«m . - i Pl
e vmui..@basw =l rQ@lEt Qo Q&i.%ugo\m »o N n\.aeﬁeos ES@>
PO IUVIE WBoyoryo waF oy st — ¥ winp by - W)
P e | ndwis dam) — - | |
R *Qm ot wﬁ%@,& J : L o . g ?SE %o $5auIsng u! Jou

; , Y Nt ﬂim\ow xXT) : - omtd ubi 1 o - 146
g v 51 204 33& s - VOV o e ybiv aap st T N0 - 1G9%G
,$§o.,~. é;,_ ,

: : , UL ; : Q\‘K\%\s%&wﬁf& »\wuﬁ\t;\uﬂwn&g @dJ\W
3070 v 2§ | S0IQ NINEG
W Wi e veion
TV U W gl g #«mﬂ\w\é Jup - pme. L m il omhy
. - (, (A )




VZ4nr) é%

popum) dvam |10 —
W\QQ%E WG \@DQ D+ § % E

Qg;gﬁq o o rprod — qu0dyv: Svéoo
(# 19

,5wgﬂ5® SN to:@

!
,J?x«s Q- ‘»3 T?%,ﬁ G 400 UM zu«mﬁ\wwfcoo
p,;ﬁl? 3&@ 3 HEN TG ?\,w z%&&% KD

“vunadd ©
J&v \§§s oy — Q%Q@S \*:m\\%s Q\m
m\gs_m,

D U et hu..



WISC()NSIN HOUSING AND ECONOMIC DEVELOPMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS (Contmued)
(Data cencermng I)ecember 31,1994 and 1993 i is unaudlted}

- 5 Bonds and Notes Payabie. (Conunued)

; ‘Scheduled debt maturities in the five years subsequent to June 30, 1994 are as follows (in thousands):: i

o 1995 1996 1997 1998 1999 Thereafter
- Housing Revenue Bonds S o $ 7,759 $ 11,838 $ 12,125 $ 12784 13,541 $ 386,957
-Home Ownership Revenue Bonds - 19,355 20,846 20,852 20,811 21,002 962,945
Housing Rehabilitation and Home o , o & :

Improvement Loan Revenue Bonds 495 560 11,126 815 870 9,855
Business Development Revenue Bonds ‘ o 4,240 4,215 4,215 3,655 -~ 3,665 23,520
Notes Payable o b 13238 - 14781 : . - e

- : o - 0§ 45080 $ 52240 $ 48318 § 38 39078 $ 1383277
6‘.7 Segment Financial I)ata ‘

' The foﬂowmg describes the funds mmntamed by the Authonty, all of which conform w1th the authonzmg leglslatlon and bond and

- Authonty resolutions.

Mulnfamﬂy Program Funds: Housmg Deveiopment-—Thls fund was established to account for the proceeds of bonds and the related

mortgage loans to sponsors of eligible multzfanuly housing developments. As of December 31, 1994 the Housing Development Fund

included $3,555,000 of savings generated by the refunding of Housing Revenue Bonds, 1982 Series A. The Authority is required to

~ use these savings to create and maintain affordable housmg opportunities for individuals of “yery low mcome” (as such term is
defined in the 1937 Housmg Act). ‘ , : ,

ousing Rehabilitation and Home I , ¢ for
appropriations and related purchase of msurcd home 1mprovement mortgage loans to ehg1b1e persons thh low to moderate income on
owner-occupled properties. , ,

S , Admimstered Funds: These funds w e

~ programs where the source of fund

~ (CROP), the Drought Assis| T
Target Area Fund, the Nonpoint P ,
Chemical Spill Loan Guarantee Program, w rowde 1oan guaramees and mterest rate su sidies o , 1tura1 and busmess Ioans
The Authority received $22,471,000 from the State of Wisconsin to fund these programs includ; g 423 000 in the year ended June
30, 1994 and $250,000 in the six months ended December 31, 1994. The Authority returned $3,324,000 to the State of Wisconsin
through the year ended June 30, 1994. No funds were returned in the six months ended December 31, 1994. During the years ended
June 30, 1994 and 1993 and the six nmnths ended December 31, 1994 and 1993, $629,000 and $I 344,000, and $271,000 and
$202,000, respectively, of the legislativi appr“pnatmn was utilized to absorb loan guaranty losses an interest rate subsidies. Any
remaining fund balances must be pa;ld to the Staze Gf Wisconsin General Fund upon program ‘ : '

General Fund: The General Fund accounts for all income and operating expenses which are not aﬂacaied to other funds. The fund
balance of the General Fund is not restricted by the lien or pledge of any bond or note resolution. However, the Authority may from
time to time restrict or designate any portion of the General Fund for the purposes prowded in the Act such as funding or supple-
menting any loan program or paying operaung expenses (see Note 7). ,

Business Development--These ﬁmds whlch are part of the General Fund, were estabhshed to account for the revenues and expenses associat-
ed with the administration of the Business Development Bond (BDB) Program.

D(;C;S(\OLQ QJ(DP Qpﬁ)@pmqﬁor\ $ 11 mathon
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Wisc Housing and Econ Dev Auth 31-May-1995 09:40
State of Wisconsin Programs Page 1
Balances in the Other Liability Accounts
k December 31, 1994
Reported in US Dollars

== St

‘G/LjAccount Descrvpt1on : Current Year ‘ Last Year

Total-Prog 75 Other Liabilitie

“j153$7<L .00
(V :
~ 07817-0000-25204-000-000 WI LEGIS APPROP - GUAR PAYMENT (219,741.14) (240,848.49) Cﬁﬁ _'%uuumuu)
| 07814-0000-25204-000~-000 UI LEGIS APPROP - GUAR PAYMENT (324,331.50) an,572.75)
 07814-0000-25203-000-000 WL LEGIS APPROP - INT SUBSIDY (979,388.91) (979, 387.81) o
07819-0000-25204-000-000 U1 LEBIS APPROP - GUAR PAYMENT (33,338.90)  (33,338.90)
7519,—0000—25203—000-’0@0~w1‘1.eaxs App;zop - INT SUBSIDY (299,384.67) (163,628.85) ;

1

o~éooo~2szo4—ooo—ooo WI LEGIS APPROP

GUAR PAYMENT, ~ (208,578.35) (211,188.08) ,%Qcﬂﬂ;pﬁg
: gg.»—ocao-zszcs—-ooomo v LEGIS APPROP - INT SUBSIDY | : CROP

(2,448,766.38) |  (2,118,479.57)

1

'GUAR PAYMENT

67824~0000~25206~000—000 WI LEGIS APPROP' KV (3,525,975.42) (3,421,226.28)

i:,“:'07801—0000—25201-—000«-000 ADVANCE FROM STATE 19,147,186.30 19,291,033,30

Total-Prog 78 Other Liabilitie -~ 11,107,681.03 11,811,362.57




W WHEDA WIS DEVELOPMENT FUND REPORT

AS OF: 12/31/94 : ; b H ﬂ/“ mv.dc
p o \ox Znd Srd @%« o A FY
ﬁa:@w 09/30/94 06/30/94 03/31/94 12/31/94 09/30/93 Qe @*\ QL\\ s - -
CASH 6,365.63 3,869.02 (11,323.03) 23,019.72 (2,647.40) 10,779.48 —_
INVESTMENTS 15,688,5618.10  15,576510.16 - 15,919,983.37  16,945,357.88  16,972,435.00  16,975,716.30 :
INTEREST RECEIVABLE 111,341.54 141,704.03 74,976,40 164,641.66 98,811.82 141,550.29
ACCOUNTS RECEIVABLE 7,685,77 7,685.77 761957 6,237.11 1,677.72 53,250,30

RECEIVABLE FROM GEERAL RES 0.00. . 0.00 4,112.90 1,583.40 65,787.22 © 62168

TOTAL ASSETS 1581391104 1572076898 1509536921  17,140,830.77  17,135064.36

ADVANCE FROM STATE 19,147,186.30  18,897,186.30 - 19,714,217.30 m@dbmm‘uo;

g 19, .
GUARANTEES ‘ (4,311,965.31)  (4,265448.67) 54)  (4,244,268.13) ; 2
SUBSIDIES (3,727,539.96)  (3,680,373.66) 71) - (3,356,659.07)
INTERFUNDS: 5 : :
GENERAL RES-G&A 184,660.55  193413.94 27742691 199,000.38 286,365.71
GENERAL RES-COI 10,167.60 - 10,167.60 16760 . 10,167.60 59,135.83
GENERAL RES-ESCROW 70,00 12,265.22 000 000 . 66,787.22
EXCESS REVENUE OVER EXPENSE! : S s : :
REVENUES E 429,298.19 20545442 . 848,737.91 651,874.26 464,924.96
- EXPENSES-GENERAL (5,061.44) {2570.34) . (1049596)  (7.829.30) © (802.14)
EXPENSE-DROUGHT 0.00 0.00" 0,00 0.00 0.00
EXPENSES-AGRIBUSINESS (36,848.92) (18685.18) ~  (124,221.90) (78,944.94) (45,282.85)
EXPENSES-CONTRACT FUND (47,502.56) (23,566.86) (92,931:47) (70,618.12) (54,416.97)
EXPENSES-TOURISM ’ (122,537.39) (62,871.39) (345,139.65) = (216,624.54) (120,810.09)
EXPENSES-RECYCLING (730.68) . (378.42) (46,542.88) (41,866.52) (38,356.66) - (18,641.84)
EXPENSES-DISTRESS AREA (169,587.84) (86,827.80) . (321,74683)  (24867241)  (19441057) . (110,33052)
EXPENSES-NON PT SOURCE POLL (12,939.25) (6,735.22) (61,336.42) (42,400.18) (27,933.26) (14,071.82)
EXPENSES-TALIESIN U (461254)  (238529)  (26,640.80) (20,138.29) (15,048.25)
~ EXPENSES-CROP (164,879.70) (86,005.17)  (217,186.89)  (152,499.81) (100,632.68)
EXPENSES-CLEAN AIR (3,117.68) - (1,448.15) 0.00 000 0.00
FUND BALANCE 4648,577.65 464857765 . 504608154 - 504608154 5046,081.54
TOTAL LIABILITIES & FUND BAL 15,812,567.04  15,729,768.98  15,99! 21 17,140,839.77  17,1350964.36
, R S i llllljrinlllﬁ bl S mem s o 424 o5 G
PAYABLETO: S . 1,344.00 S
GENERAL RES-G&A (184,660.55) . (193.413.04) (286,365.71)
GENERAL RES-COI (10167.60)  (10,167.60) g 5,83)
GENERAL RES-ESCROW 0.00 (12265.22) © (65,787.22)
PAYABLE TO STATE 15,617,738.80 1551392292
: mEsEasEs s l@;, S Ea—— oo
OGRAM BAL PRIOR QUARTER 15,513,922.22  15,707,774.70 931,642.79 16,819,100.23
ADVANCE FROM STATE . 250,000.00 0.00 (817,031.00)  423,184.00 000
REVENUES : 20384377 20545442 186,949.30 242580.21
EXPENSES (276,344.16) (291,473.82) , (281,909.64)  (286,365.71)
GUARANTEES (46,516.64) (19,967.13) (1,21341) - (26,003.63) (5,832.40) 37.68)
SUBSIDIES (47,166.30) (87,865.95)  (235,848.64) (95,162.84) (44.81573) (120,990.71) *
PROGRAM BAL 16617,738.89 - 1551392222 - 15707,774.70  16,931,642.79 16,724,67560 16,816,10923

RESsssssozcan a= = === e
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 LOANSTATUS . HOFLOANS wor 8>zw  100% ac>§z.ﬁmmu>gocza 8.; CONTI T LIABILITY % OF DOLLARS  PAID CLAMS
. o02% - $10023681 . smas 89.8%
Defatits-Complete. . ,.,,..ﬁ.am,nﬁ ,, 1 ;

;,;,;;oam%,m%a.; 1 oem . smm0 - seess0 . osx

: v&asﬁm&a . $91,99895

Claims paid - Payments rec'd= defaut Ewamaﬁ ,
 S778097  go1g09 686008

52»&% - 6.83¢
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Srreseuisssijaadi i

, __wowzmﬂﬁcw :
. PakdnFul 1202
‘U_‘mwmcnm.noanﬁm N 69
; ‘,_umaévog_,& ; '
~ Defaults-Repaid 7

TOTAL 1369

Payments Rec'd: $154,583 61

~ Claims Paig-
. e $154633
. Cline Paid/ aiooa”%wn ,
. smieer

~ #OF LOANS

15971370

 %OFLOANS
- oaax
m.c*

01%

05%

. 1000%

Payments recd= %a:zumsﬁ%ﬁ.

. 8557383

445%

. 100% GUARANTEED AMOUNT o

. sensaz
. seoager

- 817745067

Jent labilty=
 stserian

Gross Default Rate

- 51%

0.1%

$711.967

$711,967
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 Payments Rec:

~ Claims Paig-

. Claims Paiey

/
!

| .
Umﬂczm.ogﬁm_,m |
Detauts Repaig

TOTAL

 Payments recds defaut payr
. Sma

total cont, iab=

| fOFloMS  worioms .

. $167,774 . o
s 00 sesensis ~ 1o00%

 $13971414 :

 Gross Defautt Rate

- - 29%
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wo>z wgﬂcw ‘
v&i: Full
moammazo»)mam
: cﬂmcﬁ;ooavim,
Defaults-Repajg

TOTAL

Payments Recq:
 Claims Paid-

Claims Pajgy

. gﬂ.&» rec'd=

- #OF Loans
1733
-
a8
5

1786

 $4864700

$48,647 $434259

total cont fiap. =

;mamm c&»& m&m
$20921,709 ,

Mmgﬁ ,

 default payments/

82 83_6»:” liability=
wwoevx wmm .

. 03y

S aoco*

- $482,906




. eow
Forbearance Agree ,,

, 01%
Defauts-Compiey - e
. U&mtﬁ-v%&:m , 0.0%

; ,Umwm:ﬁ.um%a o : o;* ‘
 Defauts-Repajq - 03%
~ ToTaL 1000%
, v&%:ﬁ Recq:

| Chims pai. defailt payments/ - "al contingent labify~
- ;8#@8,,‘ e 4050 s

$20394,745
 Claims pajgy

Gross Defay Rate

. Sem -




_ Loan m.:ﬂ.cw - .,_m,,ow;poyzw, ~ %OFLoans ;8& mc%»zﬂmmu.»gecﬁ Ss co
. . - e
s $35,000
mwa - . s7ess01
0.1% . W
04 $96,443
01%

| 1524 %0% - ey
. 333&:833@ 2 4 e 0.2%
cmacﬁ-nesn% s

36% 8518243
qumc_ﬁm.om:_ma 2

0.2%
01%

D&mcam.m%ma : 7

Guarantee Expireq 1 F $11,673

oM e

100% - 21,386,814 1000 . $518243
Payments Rec: $78021.00

 Claims Paig. Payments rec'q=
$518,243 878021

default payments, a&. 8%8% liability=
. sa02m , ﬂ?ﬁm 133
Claims Pajq/ total 8:» liab= Qs,mm,,co»,m% Rate
o $518243 $19.24 13 ey
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- mo&mma:om&amm 14
- Dmmmcz?OoBv_m»m; wm
_onma:am m§§ o
, yommm%m Repaid 4

TOTAL 1977

 PaymentsRecys $59.43900

O_m.am P a,
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&8% :
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- Jos2cropioans
 #0fDecember 31, fogq
- LoAN sTATUS ke LOANS
‘ .,,,nmg,ws_w - e
-  Forbearance Agree

- ;Uﬂucwmmaoanmﬂm

. DefautsPendng

Defauits Repaid

 Guarantee Expireq

- e

- Payments Rec'd: mawwmm

—

Claims Pajd- :

Payments rec'q=
 $3%3.284 ‘




 LOANSTATUS #OFLOANS % OF LOANS

loansOutstanding 0 00%

Paidin Ful

 Forbearance Agre
Defaults-Complete

Defaults-Pending

- TOTAL

Payments Rec'd:

Claims Paid-

$131,507

 Claims Paid/

$131507

1937 957%

o - 356%
12 08%
3. 0%

o024 1000%

umwamswan. = a&mczvmwam:ﬁ .
- . $131507

 total cont. liab= Gross Defautt Rate
$24599706  053%

: Gmwro»,zm ;
as n_ O%mauﬂ 31,1994

;Asﬁ,o%n»zwmmggoczq 90% oozdzam
- w -
e Sm 39
$1,112.161

. $141507

Ly

- ﬂqﬁ contingent iabilty=

$0

Net Default Rate

JABILITY % OF DOLLARS PAID CLAIMS

0.0% .

- 952%
4%
. 05% $131,507

. 1000%  $131,507




 1994LOANS

as ,& Uwosag 31, 1994 :
LOANSTATUS  #OFLOANS  %OFLOANS  100% GUARANTEED AMOUNT 90% CONTINGE ABILITY % OF DOLLARS  PAID CLAIMS

 Loans Outstanding 1875 91.9% . seomie | ,, 01.8% o
PadinFul 160 78%  $22828%8 2054608 8%

| 0.00% o oo

01%  $21,000 019

Forbearance ,>n3o.
- Defaults-Complete 0.1% $18,900

Defaults-Pending 0.1% 817980 01%

0
3
2 |
TOTAL 2040 100.0% - $28,344,021 1000%

Payments Rec'd:

Claims Paid-  paymentsrecd=  default payments/ total contingent liability=  Net Default Rate
$18900 : $18900  $25509819 0.07%

ClaimsPaid/ tofalcont, lab= Gross Defaut Rate
$18,900 $25509619  007% ;




AG ECON. Ul MDSN + 92674358

Umversﬁy of W1sconsm—Madxson

Depaﬂment of Agncultuml Economzcs Cellege of Agricultural and Life Sciences
Taylor Hall .
427 Lorch Street
Madison, Wisconsin 53706
 Ph: 6082634472
~ Fax: 608-262-4376
Date: January 30, 1995
To:  Representative Al Ott
From: Bruce Jones, Associate Professor
- Re: Farm Credit Programs

~ Included with this memo is an outline that lays out: some of the ideas that were discussed

~ at our meeting last Wednesday. I thought this paper might be useful to you as you

evaluated WHEDA CROP and other credit pmgams that could be used to assist
W1sconsm farmenrs.

If you have any quésnons, feel free 10 contact m
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FARM CREDIT OPTIONS FOR WISCONSIN

PREPARED BY
BRUCE L. JONES
ASSOCIATE PROFESSOR
DEPARTMENT OF AGRICULTURAL ECONOMICS
UNIVERSITY OF WISCONSIN - MADISON

JANUARY 30; 1995

' credit Relief Outreach Program <caop)lo'

Credit ass;stance for flnanc1allyﬂstressed farmers who are unable to
obtaln operatlng credlt from private sector lenders

'7 Targeted gruup of farmers--Those farmefs wzth debt to asset ratios between'
4E and .70 and the ability to generata p031t1ve cash flows,

. Program Benefits

Farmers -- Reduced interest rates through:
a) Legislative limits on interest rates
‘b) Interest rate buy- downs (subs;dy)

Lenders -- 90 percent guarantee on loan (rlsk reduction) with little
or no interest rate reduction ‘

*_1m1tat10nﬁ cf CROP

1) Dellvery dependent on lender partxc;patlon
2) $20,000 lending limit low relative to borrowers’ needs
3) Use restrlcted to operatln oans

ress in Wisconsin agriculture has
declined considerably in the last decade and the credit needs of .
farmers have also changed. Fa s no longer need "survival loans" as
- much as they need credit to capltallze their farm businesses.

 fIssue -- The 1nc1dence of financial

Possible state action -- shift the fogus of Wisconsin‘s farm credit program
from financially stressed farmers to those farmers who are currently
having difficulties obtaining cradlt

Groups of farmerg currently in need ot credit assistance;

1) Established farming operations wzth inefficient techneologies or
production systems that need to be replaced.

2) Established operations that need to be grow to allow for the entry of
‘ the next generatlon of farm operators.

3} Older farmers who want to sell thelr farms to their children.




 B1/32/35 14i36  AG ECON. UM MDSN » 92674358 Ll et s

~ Common characteristic of farmers who have a need for credit assistance:
Farmers can develop business plans which generate profits and positive
cash flows, but lenders must deny the credit because the farmers’ debt
to asset positions will exceed acceptable levels if the loans are
granted

kPaSsible response to farmers’ needs:

State offers guarantees on loans that would otherwzse be rejected by
lenders. .

,;f-optiong for offering guarantees:

a) 90% guarantee on full loan

b) ‘~Negot1ated guarantee for a spac1f1ed dailar amount which allows
' - the lender to satisfy regulator s standards for collateral and
o debt to asset ratio .

f* Bénefit of goiag to nagotlated guaraniée program:

Guarantee funds allocated by state are distributed to farmers as
needed. Thus more farmers are patentlally served by state funds,

7f“c0ntr¢13 on system:

Total funds in program llmlted

1dual lendlng 1nst1tutlcns

“?Tylmats on funhsausedgyii'

L;mlts on funds committed to individual borrowers
Lesaer aof:
 25% of loan amcunt, o
farmer S eqnlty {net

‘Up to a maximum of: o
$50,000 1f another cr&élt assistance program is also used,
or

$100,000 if no other credlt assistance programs are used.

Underwriting standards

a) Business plan

b) Positive cash flow

c) Maximum debt to asset (i.e., .85)

Loan purpose--production agrlculture
a) Economic development
b) Farm transfer

Pricing system which compensates state for taking risk (i.e.,
annual charge of 1% on guarantee of *$50,000 or less and 1.5% on

guarantees in excess of $50,000) and allows state to build a risk
pool for covering potential loan losses.
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 ;;2roduct delivery

Lenders make and service loans
State agency (WHEDA) reviews application for guarantee and then
approves or rejects requestg@ guarantee.

1)
2)

 Illustration of Borrower Costs Under ﬁggntiated Guarantee Program

Current

. Option ,
Situation 1o 72 ' 3 4
New Loan Amount 100000 200000 300000 400000
Guarantee 25000 50000 75000 100000
Balance Sheet* o . o .
Assets 30000&; 400000 500000 600000 700000
Debts 150000 250000 350000 450000  S50000
Equity 150000 150000 150000 150000 150000
Debt to Asset 0.50 0.63 0.70 0.75 0.79
Debt to Security ! 0.50 0.59 0.64 0.67 0.69
Interest to lender (9.00%) 22500 31500 40500
,Charge on Guarantee ‘ 250 500 1125
. ‘:e;flnancxng o . L . o
cost per dollar of debt 9.03% 9.10% 9.14% 9.25% 9;27%

: 53curlty is deflned as the sum of assets and the loan guarantee

- Issues to he resolved

'Seurce of funds -- Reallocatlon of,

1} say, 515 million of the $30
million of the guarantees that have been authorized for WHEDA
CROP.

2) Long term commitments on 1oans to purchase cows, machinery,
facxlltles, land. Will be a need to authorize more guarantees
over time.

3) Duration of guarantees must be limited. Limits could be as
follow:

‘ Cows, machinery, etc. ;~~ 5 year commitment
Facilities and land == 10 year commitment
4) Duration of program.
5) Duplication of other programs--SBA, FMHA, etc.
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‘University of Wisconsin-Madison

Department of Agncultura} Economics College of Agricultural and Life Sciences
~ Taylor Hall :
427 Lorch Street
~ Madison, Wisconsin 53706
- Ph: 608-263-4472
Fax: 608-262-4376

April 27, 1995

Dear Representahve Otr

; ~ Iam wnung t}us letter as a follow-up to the heanng on agm.ﬁtural credxt yau
 chaired March 16 1995 T was hcnored to paruczpate in th,ts heanng

In my opmmn, an unportant hlt of information was uncoveted near the end of
the hearing. Recall that the Rural Economic Community Development Service
(formerly the Farmers Home Administration) had no funds available to guarantee

- farm mortgages but approximately $40 million to guarantee operating loans that |
farmers could use to puxchase supplies, dairy cows, machinery, and farm equipment.
~ This abundance of operating credit and shortage of real estate credit suggests to me
: that the federal gcvemment‘s farm credlt programs are not sahsfymg the aedxt needs

The $40 million of operahng cxedlt assxstanr:e that is potenually avaxlable from ’
RECDS could be very useful to farmers who choose to expand or upgrade their dairy
farms. Unfortunately these farmers cannot undertake expansion activities because
they cannot obtain the real estate mortgages which would be used to finance the
pmchase of land, mﬂkmg parlors, housing and other real estate improvements. If

 this real estate credit problem could be solved, farmers would be able to utilize the

$40 million of RECDS loan guarantees to purcﬁase dairy cows and other inputs used
on dairy farms.

- Itismy ;udgement that the State of Wisconsin could stimulate some new
economic activity in dairy if it implemented a credit program that would let farmers
build improvements such as milking fadlities, housing, manure management systems,
and feeding systems. By taking this action, the state would make it possible for
farmers to take advantage of the $40 million of credit assistance the RECDS is willing
to extend to farmers for the purpose of buying cows or purchasing inputs such as
feed and supphes

I believe you am:l your committee could create some opportunities for
Wisconsin dairy farmers if you implemented a credit program that helped farmers
tap into the RECDS loan guarantees that could be used to finance the purchase of
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dairy cows and other inputs. I would be happy to work with you in exploring the
possibilities of implementing such a credit program that would help solve the real
estate credit programs that currently making it difficult for Wisconsin farmers to up-
grade or improve their operations.

Best wishes.

Sincerely yours,

Bruce L. Jones
Associate Professor

msb
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Director
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23 March 1995
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WHEDA Ag Loan Proposal

! :

Anglysi
The Wisconsin Housing and Economic Development Authority currently guarantees 90% of the
principal of loans made by private lenders to eligible farmers for operating loans used to produce
agricultural products. WHEDA slso provides & 2% interest subsidy to the borrower as part of the
agricultural production loan guarantee program. | 5 s B

This bill extends the agricultural production loan guarantee program but eliminates the interest
subsidy . The bill also establishes a farm reinvestment guarantee program for up to 25% of a loan
principal up to a maximum of $100,000 (or $50,000, if another credit assistance program is being
used at the same time). . , ‘ ... =
The farm reinvestment guarantee Pfésf@m?f@"igfs guarantees to eligible farmers of five years for
~ machinery and equipment and other production assets (such as cattle) and for 10 yearsfor
facilities and land. The program charges a service fee of 1% on guarantees of $50,000 or less and

1,5% on guarantees over $50,000, Fees are used to fund loan loss reserves.

addition to the other loan underwriting standards of the program.

1

Borrowers must be current farm opexfators to be cligible for a farm reinvestment guarantee Joan in

. Agricultural production loan guarentee: For the purpose of funding the agricultural
~ production loan gus rantee program, WHE] A shall establish $15,000, 00 of guarantee

_Farm reinvestment loan guarantee: For the purpose of funding the farm reinvestment loan
guarantee program, WHEDA shall establish $15,000,000 of guarantee authority. . |

As of January 1, 1997, WHEDA may with the approval of the secretary of the department

of administration transfer furids between the|agricultural production loan guarantee program

 and the farm reinvestment loan guarantee program, provided that & minimum of $5 million
of guarantee authority is retained in the ag production loan guarantee fund at the start of -
each crop year, o : e S ;

4. WI-EDA is ﬂirected' to éstaﬁiiéh and implement the farm reinvestment loan guarantee
program by July 1, 1995. e o :
N

tuto ngusge

234.906 Farm féiiweatment Ioan fgua;antee program. (1) Definitions:

(@) “ ranuer” has tﬁe meaning give§ ‘under s, 102,64, (3).

(b) * guaranteed loan” mieans & farm reinvestment %oa.n which is guaranteed by the authority.
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(c) “ pmicipaﬁng lender” meam‘a bank, production credit assocxauon, credxt union, savings
' bank, savings and loan association, or other person who makes farm loans and who has
entered into an agreement thh the authonty under s. 234 (2) (a).

(2) ELIGIBLE LOANS A loan made by a partici patmg lender is chgthie for a guarantee of
collection from the Wiscnnsm development reserve fund under s, 234 93 if all of the
following apply:

() The loan i 1s made to en exxs&‘:gfarm operator to finance any of the foﬂo'mng
g Machinery and eqmpment

. 2. Facilities and land,

3. szastock

®) 'Tha total pnnc:pal amount guaranteed shall be limited to 25 percent of the total Ioan
' amount or the fm'mer s net Worth whlchgver is less , ~

(é) - The total pnncxpa.l amount guarantead shall not exeed $50 000 1f another state or federal
 credit assistance prcgram is involved in the loa.n or $100, 000 if no other state or federal
guarantee pregram is mvolved in the loan.

KC)) The guarantee extends for i more than § years on machmery, equipment and Iwestock and
. for no more than 10 ycars on facilities and land., .

The amount of the fanner s ‘debts does not 85 percent of the amount of the farmer’s Bssests
aﬁer the loan is made f ‘

ined by ﬁ‘efpanxcpatmg le ppr

(8 The pamupatmg lender obtams a ﬁrst position secunty mterest in the farmer’s agsests being
~ financed by the loan, o ,

) The proceeds of the loan aze not applzcd to the outstandmg bahnce cf amy other lca.n

y the authonty

@ The pammpatmg lender cons1ders the borrower’s managenai ability and cash flow sufficient
to yreclude voluntary or mvoluntary hqmdat:on during the course of the loan,

(3) SERVICE FEES AND GUARANTEE OF COLLECTION. (2) The authority shaﬂ charge
. &1 percent service fees on loan guarantees less than or equal to SSG 000 and 1.5 percent on
loan gus.mntees over $50,000."

(b) The authcnty shall deposzt the semce fees in the loan reserve for the ;:urpose of rcvoivmg
- loan guarantee funds for future loan guarantees under this program, :

() The authority shall use procedures under s, 234.93 (2) (a) in issuing guaramees under this
program, ,



. University" of Wisconsin-Madison

Department of Agncultural Economics College of Agricultural and Life Sciences
Taylor Hall

427 Lorch Street :

Madison, Wisconsin 53706

Ph: 608-2634472

Fax: 608-262-4376

Date: January 30, 1995

- To:  Representative Al Ot ,
From: Bruce Jones, Associate Professor 6_\;.4/

Re:  Farm Credit Pragmms

Included with this memo is an outline that lays out some of the ideas that were dlscussed
at our meeting last Wednesday. 1 thoughr this paper might be useful to you as you
evaluated WHEDA CROP and crthcr credit pmgrams that could be uscd to assist
Wzsconsm famxems

If you have any questionsf, feel free 1o contact me.
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~ ASSOCIATE PROFESSOR
'DEPARTMENT OF AGRICULTURAL ECONOMICS
UNIVERSITY OF WISCONSIN - MADISON

JANUARY 30, 1995

Credit Relief Outreach Program (CROP)

Credit assistance for financially stressed farmers who are unable to

obtain operating credit from private sector lenders.

Targétedkgxoup7bf farﬁers~+Those~farmers with debt to asset ratios betwéen
‘ .40 and~.70'andkthe ability to generate positive cash flows. L

 Program Benefits

Farmers -- Reduced interest rates through:
a) Legislative limits on interest rates
b) Interest rate buy-downs (subsidy)

Lenders -- 90 percent guarantee on loan (risk reduction) with little

O no interest rate reduction

,,Limi;aticggycf~CBGP,:jqj;%¢ﬁ”

1) Delivery dependent on lender participation
2) $20,000 lending limit low relative to borrowers’ needs
3) Use restricted to operating loans :

Igsue -- -The incidence of financial stress in Wisconsin agriculture has
declined considerably in the last decade and the credit needs of .
farmers have also changed. Farmers no longer need "survival loans' as
much as they need credit to capitalize their farm businesses.

Possible state action -- shift the focus of Wisconsin‘s farm credit program
from financially stressed farmers to those farmers who are currently
having difficulties obtaining credit.

Groups of farmwers currently in need of credit assistance:

1) Established farming operations with inefficient technologies or
production systems that need to be replaced.

2) Established operations that need to be grow to allow for the entry of
the next generation of farm operators.

3) Older farmers who want to sell their farms to their children.




Common chafactaristic of farmers who have a need for credit assistance:

Farmers can develcp bu51ness plans whlch generate profits and positive
cash flows, but lenders must deny the credit because the farmers’ debt
to asset posztlons will exceed acceptable levels if the loans are
granted. ,

 pogsible response to farmers"needa* i

State offers guarantees on loans that would otherwise be rejected by
lenders. ,

Options for affering guarantées*

a)

,5)7

90% guarantee on full loan amount

Negotlated guarantee for a spac1f1ed dollar amount whlch allows
the lender to satxsfy regulator s standards for collateral and
debt to asset ratlo

‘Benefit of going to negctlated guarantee program

Guarantee fun&s allocated by state are distributed to farmers as
needed. Thus more farmers are potentially served by state funds,

cOntrols,on system:

1)

4)

S)

6)

Total funds in program llmzted

' ;dual lend 

Limits on funds commltted to individual borrowers
Lesser of:
25% of loan amount, or
farmer s eqmty {(net wcrth)

- Up to a maxlmum of: '
;550,00 if another credit a331stance prcgram is also used;
or
£100,000 if no other credit assistance programs are used.

Underwriting standards

a) Business plan

b) Positive cash flow

c) fMaximum debt to asset (i1.e., .85)

Loan purpose~~productlon agriculture
a) Economic development
b) Farm transfer

Pricing system whlch compensates state for taking risk (i.e.
annual charge of 1% on guarantee of *$50,000 or less and 1. S on
guarantees in excess of $50,000) and allows state to build a risk
pocl for covering potential loan losses.



 Product delivery

1) Lenders make and service loans
2) State agency (WHEDA) reviews application for guarantee and then
approves or rejects requested guarantee.

Illustration onBbrrower Costs Under Negotiated Guarantee Program

Current Option

Situation 1 2 3 4
New Loan Amount 100000 200000 300000 400000
. Guarantee o 25000 50000 75000 100000
Balance Sheet- L = ' e : ' ;
Assets - 300000 400000 500000 600000 700000
Debts . 150000 250000 350000 450000 550000
Equity . 150000 150000 150000 150000 150000
Debt to Asset ; 0.50 0.63  0.70 0.75 0.79
Debt to Security ? . 0.50 0.59 0.64 0.67 0.69
Interest to lender (9.00%) | 22500 31500 40500 49500

Charge on Guarantee 250 500 -1125 . - 3800

ié;d§%7“7'§[16%"7'9(14% i

! Securlty 13 deflned as the sum of assets and the loan guarantee
 Issues to be resolved k k |

1) SQurce of funds -~ Reallocatzon of, say, $15 mlllzon of the $30

mllllcn of the guarantees that have been authorized for WHEDA
CROP.
2) Long term commitments on loans to purchase cows, machinery,

facilities, land. Will be a need to authorize more guarantees
cver time. ‘ :
3) Duration of guarantees must be limited. Limits could be as

“follow: ,
Cows, machinery, etc. -- 5 year commitment
Facilities and land -- 10 year commitment

4) Duration of program.
8) Duplication of other programs--SBA, FMHA, etc.
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Loan Proposal

!

duction loan guarantee program. | |

o . e | . , ‘
This bill extends the agricultural production loan guarantee programn but eliminates the interest
subsidy . The bill also establishes a farm reinvestment guarantee program for up to 25% of a loan
principal up to a maximum of $100,000 (or $50,000, if another credit assistance program is being
used at the same time). b i .

 The farm reinvestment Suarantee program 'p‘roﬁiss guarantees to eligible farmers of five years for

- machinery an nd other production assets (such s cattle) and for 10 years for

facilities and he program charges a service fee of 1% on guarantees of $50,000 or Jess and
1,5% on guarantees over $50,000. Fees are used to fund loan loss reserves, ’

Borrowers must becuzrentfarm ci;er;ators to be éligible for a farm

 reinvestment guarantee Joan in
eddition to the other loan underwriting standards of the program. :

|
. Agricultural production loan éuazmt&: Fol' the purpose of funding the agricultural |
- production loan guarentee program, WHEDA shall establish $15,000,000 of guarantee

Farm reinvestment loan guarantee: For the f:utpcse of funding the farm reinvestment loan
‘Buarantee program, WHEDA shall establish $15,000,000 of Suarantee authority. . '

As of January 1, 1997, 'WHEDA may with tljxg approval of the secretary of the department
of administration transfer funds between the|agricultural production loan Suarantee program
 and the faﬁn<~reinvestm¢nt51§én'gﬁarantee program, provided that a minimum of $5 million
~ of guarantee authority is retained in the ag production loan guarantee fund at the start of -
each crop year, . , ’
WHEDA is directed to establish
program by July 1, 1995, =

(8) “ Farmer” has the meaning givei_: under s, 102.04 3).
(b) * guaranteed loan” mieans & farm reinvestment %oan which is guaranteed by the authority,
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(c) « pa.rtxclpa ‘jf lender” means‘i bank, production credit association, credit union, savings
bank, savings and loan association, or other person who makes farm loans and who has
entered into an agreement with the authority under s. 234 (2) (a).

(2) ELIGIBLE LOAN S. Aloan made by a participating k.nder is eligible for a guarantee of
collection from the Wisconsin development reserve fund under 5,234.93 if all of the
following apply: :

(a8) The loan qiws made to an eaustmg farm operator to finance any of the following;

. 2 1. Machinery and eqﬂipmqnf.
< WM} | 2, Fuciltiesand land,
4 | 3. Livestock. | | |
(b) The total principal amount guaranteed shall be limited to 25 percent of the total loan
~ amount or the farmer’s net worth, whichever is less. ‘ ‘ o
(€) The total principal amount guaranteed shall not exeed $50,000 if another state or federal
credit assistance program is involved in the loan, or $100, 00&%{110 other state or federal
guarantee program is involved in the loan. T
(d The guarant,ée extends for no more than § years on machinery, equipment and livestock and
- for no more then 10 years on facilities and land. 47 : ‘
o | e  epame | |
(¢) The amount of the farmer’s debts does not 85 percent of the amount of the farmer’s assests
after the loan is made. - | o - |
- (B Therate of interest on and terms of the loan, including any origination fees or other

charges,xsdetamunedbyﬁwpamcpmnglender and approved by the authority.

(8 The participating lender obtains gyﬁrst position security interest in the farmer’s assests being
fnanced by the loan. finn 70y musl be pong Fff o o pippsie. ..,
- (B)  The proceeds of the loan are ot applied to the outstanding balance of any

other loan,

@) The participating lender considers the borrower’s managerial ability and cash flow sufficient
~ topreclude voluntary or involuntary liquidation during the course of the loan.
(3) SERVICE FEES AND GUARANTEE OF COLLECTION. (8) The authority shall charge
. &1 percent service fees on loan guerantees less than or equal to $50,000 and 1.5 percent on
. loan guarantees over $50,000." 7 Reweont Z’ée” Mleo, tily 2
(b) The authoﬁty shall deposit the service fees in the loan reserve for the purpose of revolving
- loan guarantee funds for future loan guarantees under this program.

(©)  The authority shall use procedures under s, 234.93 (2) () in issuing guarantees under this
program, o
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