
Chapter Seven

Farmer-Lender Mediation

I. Introduction

Many types of farm credit problems trigger the provisions of Minnesota’s Farmer-Lender Medi-
ation Act.1 The Mediation Act requires that before a creditor enforces a debt against agricultural
property by taking any of several actions described in this book—such as foreclosing on a mort-
gage or executing a judgment—the farmer and the creditor must meet and try to resolve the
problem through mediation.2 In mediation, the farmer and the creditor meet with an unbiased
mediator and try to work out an agreement about payment of the farmer’s debts. While the me-
diation process is open, the creditor cannot take collection action against the farmer’s property.
The creditor must also release farm proceeds to pay for family living expenses and necessary
farm operating expenses.

The Farmer-Lender Mediation Program, which began in 1986, has been renewed by the state
legislature through June 30, 2005.3
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1 For a general overview of the agricultural mediation process, see Farmers’ Legal Action Group, Inc.,
MEDIATION FROM THE FARMER’S PERSPECTIVE (Jan. 1988); Gary D. Condra, Representing Agricultural
Clients in Mediation, 73 NEB. L. REV. 154 (1994); Gary W. Koch, Gislason & Hunter LLP,
Farmer-Lender Mediation Act, Chapter 3 in Debtor Creditor Handbook (MSBA CLE 8th Ed. 1999). Ad-
ditional information on the Farmer-Lender Mediation Program is available at http://www.exten-
sion. umn.edu/specializations/businessmanagement/FrmerLenderMediation.html.

2 See Farmer-Lender Mediation Act, Minn. Stat. §§ 583.20 to 583.32.
3 First Special Session, 2001 Minn. Laws. Ch. 1, Sec. 25. The program was previously scheduled to

sunset July 1, 2001. In addition to the four-year extension enacted in 2001, the state legislature also
enacted a two-year extension of the program. When irreconcilable laws are passed in the same legis-
lative session, “the law latest in date of final enactment, irrespective of its effective date, shall pre-
vail from the time it becomes effective.” See Minn. Stat. § 645.26. Final enactment is defined as “the
date and time of day the governor signed the bill.” See Minn. Stat. § 645.01. Governor Ventura
signed the bill with the two-year extension on June 29, 2001, and he signed the bill with the
four-year extension on June 30, 2001. Therefore, under Minnesota law, the four-year extension
should control.



The main parties in farmer-lender mediation

Farmer — Who owes a debt and is also therefore a debtor.

Creditor — One or more of the farmer’s creditors.

A. Mandatory and voluntary farmer-lender mediation

This chapter primarily discusses the mandatory farmer-lender mediation process. When media-
tion is mandatory, this means only that the creditor is required to offer mediation to the farmer.
Farmers are not required to accept the offer to mediate with a creditor.4

B. Mediation of USDA collection actions and other agency decisions

USDA agencies can be subject to Minnesota’s mandatory farmer-lender mediation process if
they qualify as a creditor trying to enforce a debt against agricultural property.5 For example, if
the Farm Service Agency (FSA) is attempting to enforce a judgment against a farmer (as de-
scribed below) for a delinquent loan, FSA is required to go through the same mandatory
farmer-lender mediation process as any other creditor would.

The Minnesota Farmer-Lender Mediation Program also offers voluntary mediation services as
part of the administrative appeals process for farmers challenging decisions made by USDA
agencies.6 Various USDA agencies—including FSA, the Natural Resources Conservation Service
(NRCS), Rural Development (RD), and the Risk Management Agency (RMA)—offer mediation
as one step in the review of administrative decisions. Each party that participates in this type of
voluntary mediation is assessed a $50 fee payable in advance to the University of Minnesota.7

Although Minnesota’s Farmer-Lender Mediation Program is authorized to conduct these volun-
tary mediations of USDA agency administrative decisions, it is important to keep in mind that
these voluntary mediations of USDA agency decisions are not the same as mandatory
farmer-lender mediation required by Minnesota law, and they do not use the process described
in this chapter. For information about voluntary mediation of USDA agency decisions, refer to
the regulations and policies of the agency that made the decision.8
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4 Minn. Stat. § 583.26.
5 Minn. Stat. § 583.24, subd. 1(a)(1).
6 7 U.S.C. § 5103(a)(1)(A); Timothy J. Sullivan, USDA Expands the Scope of Certified State Mediation Pro-

grams, 11 FARMERS’ LEGAL ACTION REPORT 3 (1996). For further information on USDA’s state certi-
fied mediation programs, see 67 Fed. Reg. 57309 (Sept. 10, 2002) (codified at 7 C.F.R. pt. 785);
http://www.fsa.usda.gov/pas/publications/facts/html/mediate02.htm. For a historical overview
of USDA’s Mediation Program, see Chester A. Bailey, The Role of Mediation in the USDA, 73 NEB. L.
REV. 142 (1994).

7 MEDIATION AT THE UNIVERSITY OF MINNESOTA: ALTERNATIVE DISPUTE RESOLUTION OPTION FOR

USDA PROGRAM PARTICIPANTS (Nov. 6, 2001).
8 See 7 C.F.R. § 780.6 (FSA) (2003); 7 C.F.R. § 400.94 (FCIC/RMA) (2003); 7 C.F.R. §§ 614.102, 614.203

(NRCS) (2003); 7 C.F.R. § 1900.55 (RD, RBS, RHS, and RUS) (2003).



C. The relationship between mandatory farmer-lender mediation and other forms of
Alternative Dispute Resolution (ADR)

Mandatory farmer-lender mediation, which is discussed in this chapter, is a special dispute res-
olution process created by the Minnesota Legislature specifically for Minnesota farmers and
their creditors. Outside of this mandatory process, however, Minnesota farmers are free to pur-
sue other forms of dispute resolution. Many kinds of legal and business disputes are now re-
solved by some form of Alternative Dispute Resolution (ADR). ADR methods include
arbitration—where a neutral arbitrator makes a binding decision—and mediation—where a
neutral mediator helps the parties work out their dispute.

If a farmer and creditor agree that they want to use ADR to resolve an issue, they are generally
free to do so. They may choose to use the voluntary mediation process under the
Farmer-Lender Mediation Program, or they may make their own ADR arrangements.9 Volun-
tary mediation request forms are available at county extension offices and county recorder of-
fices. A $50 fee is assessed to both the farmer and the creditor.10 Voluntary mediation under the
Farmer-Lender Mediation Program is also available for certain non-credit disputes and for rural
residents other than farmers.11

If farmers are parties in a legal action, they might be required to participate in ADR before the
case will proceed.12 This is part of an effort by state and federal courts to reduce caseloads and
resolve legal disputes outside of lawsuits. This ADR requirement, which is not specifically
aimed at farmers, is different from mandatory farmer-lender mediation and is discussed in
Chapter Ten.

D. Farmers’ rights to mandatory mediation generally not waivable

In general, creditors may not ask farmers to waive their rights under the mandatory Farmer-
Lender Mediation Program.13 For example, a creditor may not ask a farmer to sign a loan agree-
ment which says that the farmer does not have the right to seek mediation in case of a default. If
a farmer signs such an agreement, the waiver is not legally enforceable.
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9 Minn. Stat. § 583.25.
10 MEDIATION AT THE UNIVERSITY OF MINNESOTA: ALTERNATIVE DISPUTE RESOLUTION OPTION FOR

USDA PROGRAM PARTICIPANTS (Nov. 6, 2001).
11 In 1998, the Minnesota Legislature amended the Farmer-Lender Mediation Act to encourage the vol-

untary use of the Farmer-Lender Mediation Program to resolve disputes in rural areas. 1998 Minn.
Laws ch. 402, § 5 (codified at Minn. Stat. § 583.311). This voluntary dispute resolution is open to all
rural residents for a variety of issues. Minn. Stat. § 583.311. The intent is to allow voluntary partici-
pation in the Farmer-Lender Mediation Program to resolve disputes that are not required to go
through farmer-lender mediation.

12 Minn. Gen. R. Prac. 114. This requirement is a result of an action by the Supreme Court of Minne-
sota and is authorized by Minn. Stat. § 484.76.

13 Minn. Stat. § 583.305. Exceptions to this rule must be expressly allowed under the Farmer-Lender
Mediation Act. At present, there are no expressly allowed exceptions.



II. Eligibility for mandatory farmer-lender mediation

The mandatory farmer-lender mediation process is required in a limited number of circum-
stances. The following sections explain when mediation is legally required.

A. Creditors that must offer farmer-lender mediation

Creditors whose actions are governed by the mandatory farmer-lender mediation process in-
clude U.S. government agencies, corporations, partnerships, other business entities, and indi-
vidual persons.14

B. Creditor actions that trigger mediation

The Farmer-Lender Mediation Act sets out types of creditor actions that will trigger the manda-
tory farmer-lender mediation process. In general, any creditor action to enforce a debt against a
farmer’s agricultural property will trigger the process.15

1. Mortgage foreclosure and cancellation of a contract for deed of agricultural
property

A foreclosure of a mortgage on agricultural property—either by advertisement or
action—triggers mandatory farmer-lender mediation, as does cancellation of a contract
for deed to purchase agricultural property16 For a general discussion of mortgage fore-
closures and contract for deed cancellations, see Chapter Three.

2. Repossession of agricultural property

A secured creditor’s attempt to take possession of agricultural property that serves as
collateral for a debt or to seek a court order for possession triggers mandatory
farmer-lender mediation.17 Secured credit is discussed in detail in Chapter Four.

3. Executing a judgment

Mandatory farmer-lender mediation is not triggered when a creditor seeks a judgment
against a debtor to recover the debt. However, any effort by the creditor to execute a
judgment and collect against a farmer-debtor’s agricultural property or the proceeds
from a sale of agricultural property will trigger mediation.18 Collection efforts that will
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14 Minn. Stat. § 583.24, subd. 1(a). One unpublished Minnesota Court of Appeals decision held that
USDA was not required to participate in a mediation where it was the guarantor of a farm loan.
Norwest Bank Minnesota West v. Kostrzewski, No. C7-89-1349 (Minn. Ct. App. Mar. 13, 1990) (unpub-
lished).

15 Minn. Stat. § 583.26, subd. 1(a)-(b).
16 Minn. Stat. § 583.26, subd. 1(a). For the purpose of mediation, creditors include holders of mort-

gages on agricultural property and vendors of contracts for deed of agricultural property. Minn.
Stat. § 583.22, subd. 4.

17 Minn. Stat. § 583.26, subd. 1(a). Creditors using Minn. Stat. §§ 336.9-601 to 336.9-628 to enforce a
debt on agricultural property trigger mediation. Creditors, for the purposes of mediation, include
creditors with a lien or security interest in agricultural property. Minn. Stat. § 583.22, subd. 4.

18 Minn. Stat. § 583.26, subd. 1(a). For the purposes of mediation, creditors include a judgment creditor
with a judgment against a farmer with agricultural property. Minn. Stat. § 583.22, subd. 4.



trigger mediation include garnishment, levy, and attachment or seizure of agricultural
property. For a general explanation of judgments, see Chapter Five.

C. Agricultural property must be the target of the creditor action

For mandatory farmer-lender mediation to be triggered, the property against which the creditor
is taking action must be agricultural property.19

1. What is included as agricultural property

For the purposes of mandatory farmer-lender mediation, the law strictly defines agricul-
tural property.20 It can include real estate, personal property, and some other types of
property.

a. Real estate

For the purposes of mandatory farmer-lender mediation, agricultural property in-
cludes real property that is principally used for farming.21 This includes, for exam-
ple, real estate used for producing crops, livestock, milk, poultry, fruit, and
horticultural products.

b. Personal property

For the purposes of mandatory farmer-lender mediation, agricultural property also
includes personal property that: (1) serves as collateral for a loan for the farm oper-
ation; or (2) is used in the farm operation, including equipment, crops, livestock,
and proceeds from collateral.22 Since agricultural property includes proceeds from
collateral, if a creditor has a security interest in grain or milk and the debtor sells
that grain or milk, the proceeds from the sale continue to be agricultural property
for the purposes of mediation.23 If the creditor attempts to take those proceeds, that
would be considered an action against agricultural property. It might be possible to
argue that if a creditor forces a farmer to sign over a proceeds check to the creditor,
this triggers mediation.24
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19 Minn. Stat. § 583.26, subd. 1.
20 Minn. Stat. § 583.22, subd. 2.
21 Minn. Stat. §§ 583.22, subd. 2, 500.24, subd. 2(a). Farming includes the production of agricultural

products, livestock products, and milk products. Farming does not include: (1) the processing, refin-
ing, or packaging of farm products; (2) the provision of spraying or harvesting services by a proces-
sor or distributor of farm products; or (3) the production of timber or forest products.

22 Minn. Stat. § 583.22, subd. 2.
23 Minn. Stat. § 583.22, subd. 2. Proceeds are “whatever is acquired upon the sale, lease, license, ex-

change, or other disposition of collateral.” Minn. Stat. § 336.9-102(a)(64); Firstar Eagan Bank, NA. v.
Marquette Bank Minneapolis, 466 N.W.2d 8 (Minn. Ct. App. 1991). It is possible for proceeds to lose
their identity, for example, by being deposited in a bank account. As long as the proceeds are identi-
fiable for the purposes of the creditor’s security interest, however, they should still be identifiable
for the purposes of mediation.

24 Mediation is triggered if agricultural property is “seize[d],” according to Minn. Stat. § 550.365, subd.
1, or if a secured creditor “tak[es] possession,” Minn. Stat. § 336.9-609, of collateral after a default.



c. Removable farm structures

In addition, agricultural property under mandatory farmer-lender mediation in-
cludes removable agricultural structures that are leased with an option to buy, such
as silos, grain bins, or other types of removable farm buildings.25

2. What is not included as agricultural property

For the purposes of farmer-lender mediation, the following are specifically not consid-
ered agricultural property.

a. Personal property subject to a possessory lien

Agricultural property under mandatory farmer-lender mediation does not include
personal property subject to a possessory lien. A creditor may have a possessory
lien if the farmer has not paid someone who stores, cares for, or contributes to the
preservation, care, or enhancement of property and the creditor has possession of
the personal property. For example, an implement dealer’s machine shop that holds
a tractor on the premises until the tractor’s owner pays for the repairs may have a
possessory lien.

b. Leased property

Agricultural property under mandatory farmer-lender mediation does not include
leased property unless the property is a removable agricultural structure under
lease with an option to buy.26 Determining whether an agreement creates a lease or
a security interest, and therefore whether creditor action will trigger mediation, can
be harder than it may seem. For a discussion of the differences between leases and
secured sales, see Chapter Six.

c. Custom work farm machinery

Farm machinery that is used primarily for custom field work does not qualify as
agricultural property under mandatory farmer-lender mediation.27

D. Farmer eligibility for farmer-lender mediation

To be eligible for mandatory farmer-lender mediation, the debtor must be a family farmer and
the farming operation must be of at least a certain size.
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25 Minn. Stat. § 583.22, subd. 2.
26 Minn. Stat. § 583.22, subd. 2. Where the lease of a combine was a true lease, it was not subject to the

requirements of the Farmer-Lender Mediation Act. Deutz-Allis Credit Corp. v. Jensen, 458 N.W.2d 163
(Minn. Ct. App. 1990).

27 Minn. Stat. § 583.22, subd. 2.



1. Must be a family farmer

To qualify for mandatory farmer-lender mediation, the debtor must operate a family
farm, a family farm corporation, or an authorized farm corporation.28 Almost all farmers
who would generally be thought of as family farmers will qualify. According to one un-
published Minnesota Court of Appeals decision, absentee landlords of farm property are
not eligible for mandatory mediation under the Farmer Lender Mediation Act.29

2. Must meet minimum acreage or sales requirements

Farmer-lender mediation is not required if the farmer: (1) owns and leases a total of less
than 60 acres, and (2) had less than $20,000 in gross sales of agricultural products the
preceding year.30 If either one of these conditions is not present, the farmer is eligible for
mandatory farmer-lender mediation. This means that farmers who own and lease less
than 60 acres but sold over $20,000 in farm products in the previous year may be eligible
for mandatory farmer-lender mediation. Similarly, farmers who had less than $20,000 in
sales of farm products in the previous year may still qualify for mandatory
farmer-lender mediation if they own and lease a total of at least 60 acres.

E. Debt must be for more than $5,000

Mandatory farmer-lender mediation is available only if the amount of the debt in question is
more than $5,000.31

1. Contracts for deed

The cancellation of a contract for deed to purchase agricultural property triggers manda-
tory farmer-lender mediation only if the remaining balance on the contract is more than
$5,000.32

2. Mortgages

The foreclosure of a mortgage on agricultural property requires farmer-lender mediation
only if the amount of outstanding debt secured by the mortgage is more than $5,000.33
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28 Minn. Stat. § 583.24, subd. 2. A family farm is a farming unit that is not incorporated and is owned
by one or more persons who reside on the farm or are actively engaged in farming. Minn. Stat.
§ 500.24, subd. 2(b); Federal Land Bank v. Wessels, No. C7-88-2233 (Minn. Ct. App. Apr. 25, 1989) (un-
published). The definition of “family farm corporation” limits majority ownership of the company
to family members, at least one of whom must reside on the farm or be actively engaged in farming
the land. Minn. Stat. § 500.24, subd. 2(c). The ownership structure of an authorized farm corporation
is also limited. Minn. Stat. § 500.24, subd. 2(e). In Resolution Trust Corp. v. Lipton, 983 F.2d 901 (8th
Cir. 1993), the Eighth Circuit Court of Appeals held that a partnership will only be eligible for man-
datory farmer-lender mediation if it is a “family farm” as defined in Minn. Stat. § 500.24, subd. 2(b).
That is, one or more of the partners must reside on the farm or be actively engaged in farming the
land.

29 Bornhorst v. Budzik, No. C8-90-393 (Minn. Ct. App. Aug. 21, 1990) (unpublished).
30 Minn. Stat. § 583.24, subd. 2(b).
31 Minn. Stat. §§ 559.209, subd. 1, 582.039, subd. 1, 550.365, subd. 1, 336.9-601(h).
32 Minn. Stat. § 559.209, subd. 1.
33 Minn. Stat. § 582.039, subd. 1.



3. Attachment, execution, levy, and seizure

The attachment, execution, levy, or seizure of agricultural property triggers mandatory
farmer-lender mediation only if the creditor has a judgment against the debtor for more
than $5,000.34

4. Enforcing a security interest

If a creditor seeks to enforce a security interest in collateral that is agricultural prop-
erty—for example, by taking possession of a tractor—this action triggers mandatory
farmer-lender mediation only if the amount of debt secured by the property is more than
$5,000.35 It is not clear from the language of the statute whether the $5,000 minimum ap-
plies to the amount of the original debt or the amount still outstanding at the time of the
creditor action.36

F. Farmers who have converted security may be ineligible for mediation

A farmer who has converted security property may be ineligible for mandatory farmer-lender
mediation. The farmer may face other legal problems as well, including possible criminal
charges.37

For the purpose of farmer-lender mediation, a farmer commits conversion when the farmer:
(1) knows a creditor has a security interest in his or her agricultural property; (2) fraudulently
conceals, removes, or transfers the property in violation of the security agreement; and (3) does
not pay the proceeds to the creditor.38

1. Conversion before mediation starts

A secured creditor who believes that a farmer has converted security property may peti-
tion the Minnesota district court in the county where the debtor resides for an order al-
lowing the creditor to use collection actions without offering mediation.39 The creditor
must petition the court within one year of the conversion and before providing a notice
of farmer-lender mediation rights to the farmer.40 The court will issue a summons within
seven days of the creditor’s petition, telling the farmer to appear in court to answer the
creditor’s claim.41 The court will then decide whether the farmer is eligible for manda-
tory farmer-lender mediation.
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34 Minn. Stat. § 550.365, subd. 1.
35 Minn. Stat. § 336.9-601(h).
36 The statute refers to agricultural property that “has secured a debt of more than $5,000. . . .” Minn.

Stat. § 336.9-601(h).
37 See, for example, Minn. Stat. § 395.22.
38 Minn. Stat. § 583.27, subds. 4(a), 7.
39 Minn. Stat. § 583.27, subd. 7.
40 Minn. Stat. § 583.27, subd. 7.
41 Minn. Stat. § 583.27, subd. 7. The farmer will be required to appear no more than 7 and no less than

14 days after the summons is issued.



2. Conversion during the mediation process

If a creditor believes that a farmer has converted security property during the mediation
period, the creditor can seek an affidavit of bad faith from the mediator.42 If the mediator
agrees that conversion has occurred and issues the affidavit of bad faith, the creditor will
be allowed to immediately proceed with action against the farmer’s property.43

G. Some debts are not eligible for farmer-lender mediation

Creditor action on some debts does not trigger mandatory farmer-lender mediation.

1. If the same debt has already been the subject of a mediation

If a debt has already been subject to mandatory farmer-lender mediation, the creditor is
not required to offer farmer-lender mediation on that same debt again.44 This restriction
applies whether the earlier mediation resulted in an agreement or was unresolved.45 It
also applies if the creditor provided a mediation notice for the debt, the farmer failed to
request mediation, and the creditor is taking action within 60 days after the deadline for
the farmer to request mediation.46

2. If the farmer has filed for bankruptcy

If the farmer has filed for bankruptcy and the debt was listed as a scheduled debt, or a
creditor filed a proof of claim form on the debt, the creditor is not required to offer
farmer-lender mediation before enforcing the debt.47 Creditor actions may be limited by
bankruptcy rules. Bankruptcy is discussed in Chapter 8.

3. If the debt is for rent of seasonal use farm machinery during a prior
mediation

Farmer-lender mediation is not required if a creditor is making a claim against a
farmer’s crops to pay for the reasonable rental value of certain seasonal use farm ma-
chinery during a prior mediation.48 This type of claim arises when a farmer has de-
faulted on a “purchase money” loan for seasonal use farm machinery.49 If that debt is
subject to farmer-lender mediation, the farmer will be allowed to keep possession of any
such machinery needed “for field operation” during the mediation period.50 The creditor
is then entitled to a lien against the farmer’s crops in the amount of the reasonable rental
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42 Minn. Stat. § 583.27, subd. 4(a).
43 Minn. Stat. § 583.27, subd. 4(b).
44 Minn. Stat. § 583.24, subd. 4(2), (4).
45 Minn. Stat. § 583.24, subd. 4(2).
46 Minn. Stat. § 583.24, subd. 4(3).
47 Minn. Stat. § 583.24, subd. 4(1).
48 Minn. Stat. §§ 583.24, subd. 4(5), 514.661, subd. 8.
49 Minn. Stat. § 514.661, subd. 2(a). Purchase money loans are described in Chapter 4.
50 Minn. Stat. § 514.661, subd. 2(a).



value of the machinery.51 If the creditor later attempts to enforce the lien and collect the
rental amount, that action will not trigger mandatory farmer-lender mediation.52

Under this restriction, seasonal use machinery means machinery used only for planting,
row crop cultivating, or harvesting.53 It does not include tractors, tillage equipment, or
utility implements used for general farm purposes. It also appears that a farmer is only
allowed to retain possession of seasonal use machinery that is needed during the media-
tion period.54

III. Farmer-lender mediation notices

If farmer-lender mediation is required, the creditor must send the farmer an official mediation
notice.55 The notice may be by personal service, certified mail using return receipt signed by the
farmer, or actual delivery with a signed receipt.56

A. Contents of the notice

The mediation notice must describe the debt owed by the farmer, the collection action that the
creditor plans to take, and the property subject to the creditor’s action.57

The notice must also include the following language:58

You have the right to have [the debt] reviewed for mediation. If you request mediation,
a debt that is in default will be mediated only once. If you do not request mediation, this
debt will not be subject to future mediation if the [creditor] enforces the debt.59

If you participate in mediation, the coordinator of Farmer-Lender Mediation Program60

will provide an orientation meeting and a financial analyst to help you prepare financial
information. If you decide to participate in mediation, it will be to your advantage to
assemble your farm finance and operation records and to contact a County Extension

Farmers’ Guide to

192 Minnesota Lending Law

51 Minn. Stat. § 514.661, subd. 2(a). If the amount needed to bring the loan current during the media-
tion period is less than the reasonable rental value of the machinery, the lien will be limited to that
amount.

52 Minn. Stat. § 514.661, subd. 8.
53 Minn. Stat. § 514.661, subd. 1(b).
54 Minn. Stat. § 514.661, subd. 2(a) (“the reasonable rental value of seasonal use machinery that is used

for field operation during mediation”) (emphasis added).
55 Minn. Stat. §§ 583.26, subd. 1, 583.22, subd. 8.
56 Minn. Stat. §§ 583.26, subd. 1(a), 583.22, subd. 8. If these are unsuccessful, the creditor may send the

notice by mail with a certificate of mailing. Minn. Stat. § 583.22, subd. 8. The farmer is considered to
have been served five days after the date on the certificate of mailing. Minn. Stat. § 583.22, subd. 8.

57 Minn. Stat. §§ 336.9-601(h)-(i), 550.365, 559.209, 582.039.
58 Minn. Stat. §§ 336.9-601(h)-(i), 550.365, 559.209, 582.039.
59 The statutory mediation notice for a contract for deed cancellation uses the language “begins reme-

dies to enforce the debt.” Minn. Stat. § 559.209, subd. 2.
60 The statutory mediation notices say these actions will be taken by the “Director of the Agricultural

Extension Service.” Minn. Stat. §§ 336.9-601(h)-(i), 550.365, 559.209, 582.039. This language does not
reflect the change in administration of the Farmer-Lender Mediation Program.



office as soon as possible. Mediation will attempt to arrive at an agreement for handling
future financial relations.

B. If the farmer does not receive the notice

If the creditor starts a collection against a farmer and the farmer has not received a mediation
notice, the farmer can start mediation on his or her own by filing a mediation request form with
the coordinator of the Farmer-Lender Mediation Program.61 The request should state that the
farmer has not received a mediation notice. If the creditor was required to offer mediation, the
farmer’s mediation request stops the creditor’s collection actions and sets the mediation process
in motion.62

C. If more than one person is liable for the same debt

If more than one person is liable for the same debt on a piece of agricultural property, a single
mediation is used for all of the farmers.63

D. If the same farmer receives notices from more than one creditor

The same farmer might receive mediation notices at about the same time from more than one
creditor. If so, all mediation notices received before the first mediation meeting will be com-
bined by the coordinator of the Farmer-Lender Mediation Program into the same mediation
process.64

If the farmer receives another mediation notice from a different creditor after the first mediation
meeting and before the end of the mediation process, it is up to the coordinator of the
Farmer-Lender Mediation Program to decide how to proceed.65

IV. Requesting mediation

Once farmers receive a mediation notice, they must decide whether to participate in the
farmer-lender mediation process. If they wish to, a “request for mediation” form must be filed.66

Mediation request forms are available from the county recorder or county extension office.

A. Deciding whether to request mediation

In some cases, it may not be in the farmer’s interest to request mediation. Some debts may sim-
ply be too small to make mediation worth the time and effort. In other cases, mediation simply
might not be the best strategy. For example, suppose a farmer is in default on a mortgage to the
bank but is making progress in negotiations with the bank. During these negotiations, an imple-
ment company serves the farmer with a mediation notice regarding late payments for machin-
ery. If the farmer requests mediation of the machinery debt, the bank will likely file a claim and
the mortgage debt will also be mediated. In this case, the farmer might choose not to request
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61 Minn. Stat. § 583.26, subd. 2(c).
62 Minn. Stat. § 583.26, subd. 5.
63 Minn. R. 1502.0017, subpt. 1.
64 Minn. Stat. § 583.26, subd. 1(c); Minn. R. 1502.0017, subpt. 2.
65 Minn. R. 1502.0017, subpt. 2.
66 Minn. Stat. § 583.26, subd. 2(a).



mediation with the implement company, which will allow the farmer to preserve the right to
mediate the mortgage in the future if negotiations with the bank do not succeed.

B. Mediation requests must be filed within 14 days of notice

A farmer must file a mediation request form with the coordinator of the Farmer-Lender Media-
tion Program within 14 days after receiving the mediation notice.67 Mediation requests must be
filed with the coordinator of the Farmer-Lender Mediation Program by either certified mail us-
ing return receipt or by actual delivery of the mediation request with a signed receipt from the
coordinator.68

C. What the farmer must include in the request for mediation

The request for mediation filed by the farmer must include certain information. Failure to in-
clude the required information, particularly the list of all known secured creditors, can put the
farmer’s mediation rights at risk.

1. List all known secured creditors

The request for mediation must include a list of all of the farmer’s known creditors with
debts secured by agricultural property.69

2. List any unsecured creditors necessary for the farm operation

The request for mediation must also include a list of unsecured creditors that the farmer
believes are necessary for the farm operation.70 The statute expressly states that it is up
to the farmer to decide which unsecured creditors are necessary for the operation.

3. State the date notice of mediation was served

In addition, the request for mediation must state the date that the mediation notice was
received by the farmer.71

D. Withdrawing a mediation request

Farmers can withdraw a request for mediation at any time before the end of the 14-day filing
period.72 A withdrawal must be in writing. In general, farmers withdrawing a mediation re-
quest waive their right to mediate the debt that triggered the serving of a mediation notice to
begin with.73 If farmers choose, however, they may file the mediation request again, as long as
they do so within the 14 days allowed for filing the original mediation request.74
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67 Minn. Stat. § 583.26, subd. 2(a); Minn. R. 1502.0007.
68 Minn. R. 1502.0010. For the purpose of mediation, filing means to deliver by the required date by

certified mail or another method acknowledging receipt. Minn. Stat. § 583.22, subd. 6.
69 Minn. Stat. § 583.26, subd. 2(a).
70 Minn. Stat. § 583.26, subd. 2(a).
71 Minn. Stat. § 583.26, subd. 2(a).
72 Minn. R. 1502.0007.
73 Minn. R. 1502.0007.
74 Minn. R. 1502.0007.



E. Failure to request mediation

If the creditor serves a mediation notice for a debt and the farmer does not request mediation
within the 14-day request period (or makes a request and then withdraws it), the farmer loses
the right to mediate the debt.75 In such cases, the coordinator of the Farmer-Lender Mediation
Program will send a copy of a Failure to Request Mediation form to the farmer and creditor
who served the mediation notice.

1. Creditor can enforce the debt

Once a Failure to Request Mediation form has been issued, the creditor will be allowed
to proceed with the collection actions—such as foreclosure or repossession—that origi-
nally triggered the mediation notice.76

2. Creditor must act within 60 days or resend mediation notice

After a Failure to Request Mediation form has been issued, the creditor must begin col-
lection actions against the debtor within 60 days.77 Creditors who fail to begin a collec-
tion action within 60 days must file another mediation notice before enforcing the debt.

F. Canceling mediation if the problem is solved

In some cases, the problem that triggered the mediation notice in the first place is solved before
mediation meetings even begin. If the creditor who served the mediation notice reaches an
agreement with the farmer before the first mediation meeting, the farmer and the creditor
should send a written statement to the coordinator of the Farmer-Lender Mediation Program.
The coordinator will then cancel the mediation proceeding.78

Similarly, if the farmer cures the default of the debt described in the creditor’s first mediation
notice before the first mediation meeting, the farmer and creditor should send a written state-
ment to the coordinator explaining that the default has been cured. The coordinator will then
cancel the mediation proceeding.79

V. Mediation proceeding notice — sent to farmer and all identified creditors

Within ten days after a farmer has filed a request for mediation, the coordinator of the
Farmer-Lender Mediation Program must send a “mediation proceeding notice” to the farmer
and to all creditors identified in the mediation request.80 The mediation proceeding notice sets
out the basic process for the mediation and informs creditors of their rights and obligations dur-
ing the mediation period.
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75 Minn. Stat. §§ 583.24, subd. 4(3), 583.26, subd. 2(a); Minn. R. 1502.0007.
76 Minn. Stat. §§ 583.24, subd. 4(3), 583.26, subd. 2(b); Minn. R. 1502.0008.
77 Minn. Stat. §§ 583.24, subd. 4(3), 583.26, subd. 2(b). The 60-day deadline begins with the farmer’s

failure to make a timely request for mediation.
78 Minn. R. 1502.0009, subpt. 2.
79 Minn. R. 1502.0009, subpt. 1.
80 Minn. Stat. § 583.26, subd. 4(a).



A. Meeting times and places

The mediation proceeding notice must state the name and address of the farmer, the time and
place of the mediation orientation session (discussed later in this chapter), and the time and
place for the initial mediation meeting.81 The initial meeting must be held within 20 days of the
mediation proceeding notice.82

Initiating creditor

In the mandatory farmer-lender mediation process, the initiating credi-
tor is the creditor who sent the initial mediation notice to the farmer.
That is, it is the creditor whose intent to collect a debt by taking action
against the farmer’s agricultural property triggered the mandatory
farmer-lender mediation process.

B. Mediator selection process

The mediation proceeding notice should also set out the process for the farmer and creditor
whose intent to take action on a debt triggered the mediation—called the “initiating credi-
tor”—to select the mediator.83 Mediator qualifications and the selection process are discussed
later in this chapter.

C. Creditor responsibilities

The mediation proceeding notice informs creditors of the prohibition on enforcing debts against
the farmer and their duty to provide the farmer with specified financial statements related to
the farmer’s debts by the time of the initial mediation meeting.84 These obligations apply to all
of the creditors identified by the farmer in the mediation request—not just the initiating credi-
tor.

In addition to the mediation proceeding notice, any secured creditor identified by the farmer
will receive a claim form.85 As discussed later in this chapter, if the creditor believes that the
debt is not subject to mandatory farmer-lender mediation, the creditor must return the claim
form and indicate the basis of that belief.86
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81 Minn. Stat. § 583.26, subd. 4(b)(1), (3), (4).
82 Minn. Stat. § 583.26, subd. 4(c).
83 Minn. Stat. § 583.26, subd. 4(b)(5), (6).
84 Minn. Stat. § 583.26, subds. 4(b)(8), (9), 5(a), (d).
85 Minn. Stat. § 583.26, subd. 4(a)(3).
86 Minn. Stat. § 583.26, subd. 4(f).



VI. Mediation suspends creditor actions to collect debt

From the farmer’s perspective, one of the most powerful aspects of the mandatory
Farmer-Lender Mediation Program is that it prohibits creditors from taking action to enforce a
debt while the mediation process is open. This is intended to allow the parties to meet and dis-
cuss the problems freely, without the farmer worrying that the creditor will take immediate ac-
tion and without the creditor worrying that some other creditor will be able to seize the farmer’s
property.87

As powerful as the stay of creditor collection actions is, it has some important limitations.
Farmers who are participating in mandatory farmer-lender mediation should be sure that they
understand exactly what the prohibition means and how long it is in effect.

A. General suspension of creditor collection actions

In general, the Farmer-Lender Mediation Act prohibits creditors from proceeding to enforce
debt against a farmer’s agricultural property until the mediation process is complete.88 Pro-
hibited actions include proceedings to enforce a debt against agricultural property by foreclo-
sure, termination of a contract for deed, repossession, garnishment, levy execution, seizure, or
attachment.89

1. The initiating creditor — collection prohibited from the time mediation is
triggered

An initiating creditor is prohibited from taking action to enforce a debt against a
farmer’s agricultural property from the time the farmer-lender mediation process is trig-
gered.90

2. Other creditors — collection prohibited after receipt of the mediation
proceeding notice

For creditors other than the initiating creditor—that is, those creditors identified in the
farmer’s mediation request—collection actions are prohibited after the mediation pro-
ceeding notice has been received.91 These creditors may not begin any new collection ac-
tion against the debtor, and if any collection action has already been started, the creditor
may not continue the action.
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87 Farmers who are facing harassment from creditors, including repeated phone calls or calls late at
night, may report a violation of state law to the Minnesota Attorney General’s Office at
1-800-657-3787. For more information, see http://www.ag.state.mn.us/consumer/finance/
DebtFactSheet.htm.

88 Minn. Stat. § 583.26, subd. 4(b)(8).
89 Minn. Stat. §§ 583.26, subd. 1(a)-(b), 583.26, subd. 5.
90 Minn. Stat. § 583.26, subd. 1(a).
91 Minn. Stat. § 583.26, subd. 5(a), (b).



B. Creditor actions suspended for 90 days

The prohibition on creditor collection actions under the Farmer-Lender Mediation Act generally
lasts for 90 days after the farmer files a mediation request.92 In some cases, however, the suspen-
sion may last for less time or for more time.

1. Suspension ends if the farmer fails to act in good faith

If the mediator issues an affidavit finding that the farmer has not acted in good faith,
creditor collection actions will no longer be suspended and the creditor will be able to
immediately proceed with collection.93 The definition of good faith is explained later in
this chapter.

2. Suspension ends if the farmer signs an agreement allowing creditor remedies

The farmer and creditor may sign an agreement allowing the creditor to enforce a debt
against agricultural property before it would otherwise be allowed. Such an agreement
must be signed by both the farmer and the creditor, and the creditor must wait for five
days after the agreement is signed to take this action.94 During this five-day period, ei-
ther the farmer or creditor may reconsider and rescind the agreement.95

3. Court-supervised mediation may extend suspension of collection actions

In certain circumstances, the district court of the county where the farmer resides may
assume supervision of the mandatory farmer-lender mediation process.96 Creditor col-
lection actions will also be suspended during any such “court-supervised mediation.”97

At the end of the court-supervised mediation period, if the court decides that a creditor
has not participated in good faith, that creditor may be prohibited from taking collection
action for another 180 days.98 Court-supervised mediation is discussed in more detail
later in this chapter.
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92 Minn. Stat. §§ 583.26, subd. 4(b)(8), 583.26, subd. 5(a)-(b).
93 Minn. Stat. §§ 583.26, subd. 5(c)(1), 583.27, subd. 4(b).
94 Minn. Stat. § 583.26, subds. 5(c)(2), 9(c).
95 Minn. Stat. § 583.26, subds. 5(c)(2), 9(c).
96 Minn. Stat. § 583.27, subds. 3, 6(b).
97 Minn. Stat. § 583.27, subd. 3.
98 Minn. Stat. § 583.27, subd. 3.



Figuring deadlines in mediation

A number of deadlines are important in mediation. They should be cal-
culated using three rules.99

First, when an act or event triggers a time period, the day the act or
event occurs does not count among the days in the time period. For ex-
ample, a farmer has 14 days after receiving a mediation notice to file a
request for mediation. If the farmer receives the mediation notice on
Wednesday the thirteenth, Thursday the fourteenth counts as the first
day of the 14-day period, Friday the fifteenth counts as the second day,
and so forth.

Second, if the last day for a time period lands on a Saturday, Sunday, or
legal holiday, the time period is extended until the end of the next day
that is not a Saturday, Sunday, or holiday. For example, if a farmer has
14 days after receiving a mediation notice to file a request for mediation,
and the fourteenth day falls on Saturday the twenty-third, the deadline
is extended until the end of the day on Monday, the twenty-fifth. If
Monday the twenty-fifth is a legal holiday, the deadline is extended yet
again to the end of the day on Tuesday the twenty-sixth.

Third, if the time period in question is less than seven days, Saturdays,
Sundays, and legal holidays do not count in the calculation.

VII. The mediator

Mediators in the Farmer-Lender Mediation Program are persons who have been trained in me-
diation and have some background in farm finance.100 The law sets out how they are selected,
their role in the mediation, and how they can be removed.

A. Selecting the mediator

The farmer and the initiating creditor are allowed to participate in the selection of the mediator
from a list of persons working with the Farmer-Lender Mediation Program. According to the
Farmer-Lender Mediation Program, the program coordinator will attempt to select a mediator
based in part on proximity to the farmer and the creditor in order to avoid long-distance travel
and scheduling problems. The coordinator may appoint co-mediators for complex cases.101 The
parties may also choose to hire their own outside mediator.
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99 Minn. R. 1502.0013.
100 Minn. R. 1502.0004(A).
101 Minn. R. 1502.0015, subpt. 3.



1. The farmer and initiating creditor are given a list of three names

As part of the mediation proceeding notice, the coordinator of the Farmer-Lender Medi-
ation Program is required to send the farmer and the initiating creditor the names of
three mediators who may be assigned to conduct the mediation.102 The notice must also
set out biographical information on each mediator, including a record of mediation cases
assigned and the outcomes.103

The farmer and initiating creditor may each exclude one mediator from the list of
three.104 They must do this by mailing or faxing written notification of the exclusion to
the Farmer-Lender Mediation Program coordinator within three days of receiving the
mediation proceeding notice.105

2. No conflicts of interest

Anyone with a conflict of interest with either the farmer or creditor that does not allow
them to be impartial is not eligible to be a mediator in that case.106

3. Outside professional mediators possible

If the farmer and at least one creditor agree, they can select and pay for a professional
mediator who is not on the Farmer-Lender Mediation Program list.107

4. If the mediator withdraws from the case

If after mediation begins the appointed mediator withdraws from the case, the program
coordinator will select another mediator.108 The farmer or the initiating creditor can ob-
ject to this mediator by showing that the mediator has a conflict of interest.

B. Mediator duties

The Farmer-Lender Mediation Act sets out a detailed list of mediator duties.

1. Specific mediator duties

At mediation meetings, it is the job of the mediator to: (1) listen to the farmer and
the creditors; (2) advise the farmer and creditors of assistance programs available;
(3) attempt to arrive at an agreement to fairly adjust, refinance, or pay the debts; and
(4) advise, counsel, and assist the farmer and creditors in attempting to arrive at an
agreement for the future conduct of financial relations among them.109
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102 Minn. Stat. § 583.26, subd. 4(b)(5).
103 Minn. Stat. § 583.26, subd. 4(b)(5).
104 Minn. Stat. § 583.26, subd. 4(b)(6), (d).
105 Minn. Stat. § 583.26, subd. 4(b)(6), (d).
106 Minn. Stat. § 583.26, subd. 6.
107 Minn. Stat. § 583.26, subd. 4(b)(7), (e).
108 Minn. R. 1502.0015, subpt. 2.
109 Minn. Stat. § 583.26, subd. 6(b). The statute also says that the mediator shall “attempt to mediate be-

tween the debtor and the creditors.” Minn. Stat. § 583.26, subd. 6(b)(2).



In addition, the mediator should: (1) review for the parties the farmer’s and creditors’
rights and obligations in the mediation process, (2) explain the rules of conduct for me-
diation meetings, (3) explain the confidentiality of mediation, and (4) facilitate written
agreements on money to be released for necessary farm operating expenses and neces-
sary living expenses.110

2. No duty to explain legal rights

Mediators do not have a duty to advise either farmers or creditors about the law or to
encourage or assist them in reserving or establishing their legal rights.111

C. Removing a mediator

In some cases, a party to the mediation may wish to remove an acting mediator.

1. Either the farmer or creditor can remove the mediator

Either the farmer or the initiating creditor may request that the mediator be removed at
any time.112 The request must be in writing and sent to the coordinator of the
Farmer-Lender Mediation Program.113

2. Replacing a removed mediator

The program coordinator will remove the mediator and name a replacement.114 New
mediators may be challenged by either the farmer or the initiating creditor only by a
showing that the mediator has a conflict of interest.115

3. Each party may remove only one mediator

The farmer and initiating creditor may each remove only one mediator using this
method during a single mediation process.116

4. Length of mediation not affected

The removal of a mediator does not affect the length of the mediation period.117

D. Mediators immune from liability

Mediators are immune from civil liability for actions falling within their job as mediator.118

Chapter Seven

Farmer-Lender Mediation 201

110 Minn. R. 1502.0016.
111 Minn. Stat. § 583.26, subd. 7.
112 Minn. R. 1502.0018, subpt. 1.
113 Minn. R. 1502.0018, subpt. 1. The rule does require that the debtor or creditor provide a reason for

the removal.
114 Minn. R. 1502.0018.
115 Minn. Stat. § 583.26, subd. 6; Minn. R. 1502.0018, subpt. 2. Whether at the beginning of the mediation

process or after the removal of one mediator, mediators are not allowed to serve if they have a con-
flict of interest. Minn. Stat. § 583.26, subd. 6.

116 Minn. R. 1502.0018, subpt. 2.
117 Minn. R. 1502.0018, subpt. 3.
118 Minn. Stat. § 583.26, subd. 7(a); Schaffer v. Agribank, FCB, No. C7-96-1273 (Minn. Ct. App. Feb. 4,

1997) (unpublished).



VIII. Preparing for mediation

Preparation is crucial for a successful mediation. Financial analysts and farm advocates are
available to assist farmers as part of the Farmer-Lender Mediation Program. Depending on the
complexity of the issues and the value of the property at stake, a farmer might also want to seek
legal advice.

A. Financial analysts

After receiving the farmer’s mediation request, the program coordinator will send the farmer
the name of a financial analyst who is available to meet with the farmer.119 The financial analyst
is someone who is knowledgeable in agricultural and financial matters and can help the farmer
in preparing the financial information needed for mediation. The financial analyst can review
and, if necessary, help prepare the farmer’s financial records before the initial mediation meet-
ing.

B. Farm advocates

After receiving the mediation request, the program coordinator will also send the farmer a list
of farm advocates and an explanation of the services provided by the Minnesota Farm Advocate
Program.120 Farm advocates provide one-on-one assistance for Minnesota farmers who face cri-
sis caused by a natural disaster or financial problems. They are trained and experienced in agri-
cultural lending practices, mediation, lender negotiation, farm programs, crisis counseling, and
disaster programs, and they have been trained to recognize the need for legal and/or social ser-
vices. Farm advocates provide services without charge to the farmer.121

C. Minnesota Family Farm Law Project

After receiving the mediation request, the program coordinator will also send the farmer infor-
mation about the Minnesota Family Farm Law Project (MFFLP).122 MFFLP is a program that
provides legal assistance to financially distressed family farmers in Minnesota in conjunction
with Southern Minnesota Regional Legal Services (SMRLS), Mid-Minnesota Legal Assistance
(MMLA), and Legal Services of Northwest Minnesota (LSNM) offices.123 Services are free or
provided at reduced cost to eligible farmers. In general, priority is given to cases to prevent
foreclosure on family farm homesteads and repossession of farm machinery, equipment, live-
stock, crops, and real estate that are necessary to the farm operation. In addition, priority is
given to cases to secure the release of income from farm production and/or obtain the extension
of credit for family living and farm operating expenses. FLAG provides backup legal assistance
to MFFLP.
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119 Minn. Stat. §§ 583.26, subd. 3(a), 583.22, subd. 6a. This must be done within three business days of
the mediation request filing. The financial analyst may be a county extension agent, adult farm man-
agement instructor, technical college instructor, or another person able to carry out these duties.

120 Minn. Stat. § 583.26, subd. 3(b); Minn. R. 1502.0012.
121 Minn. Stat. § 583.26, subd. 3(b); Minn. R. 1502.0012. Additional information is available at

http://www.mda.state.mn.us/commissioner/fadvoweb.htm.
122 Minn. R. 1502.0012.
123 Additional information is available at http://www.mnlegalservices.org/familyfarm/.



D. Creditors must provide information before the initial meeting

Creditors receiving a mediation proceeding notice must provide farmers with the following in-
formation by the initial mediation meeting:124 (1) copies of notes and contracts for debts subject
to mediation; (2) a statement of the interest rates on the debts, delinquent payments, and the un-
paid principal balance and interest balances; (3) a list of collateral securing debts and an esti-
mate of the collateral’s value; and (4) any debt restructuring programs available to the farmer.

E. Appraising real estate for mediation

An important issue during the mediation process may be the value of the farmer’s real estate. If
the farmer and the creditors disagree over the value of real property involved in mediation, the
market value will be determined by an appraisal.125 This appraisal will set the fair market value
to be used in the mediation and must be accepted by all parties.126 The cost of the appraisal will
be divided evenly between the principal creditor and the farmer.127

F. Mediation planning

For mediation to be successful, it is important for farmers to decide what they want to accom-
plish in mediation and to develop a plan that meets these goals.

For farmers who want to continue farming, the financial analyst should try to prepare a cash
flow plan to show that the farm operation will produce sufficient income to pay debts and cover
production costs.

A cash flow plan could contain a variety of options, including loan reamortization, deferral of
principal or interest payments, or other debt restructuring, including forgiveness of some debt.
It could also contain changes in the farm operation, the sale of some assets, or voluntarily turn-
ing some assets over to creditors.

IX. The mandatory farmer-lender mediation process

Although mandatory farmer-lender mediation is a rather informal process, there are some basic
requirements and limitations under the statute.
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124 Minn. Stat. § 583.26, subds. 4(b)(9), 5(d).
125 Minn. Stat. § 583.27, subd. 8. The appraisal must be performed by an accredited appraiser and made

within 45 days of the dispute. The mediator will submit three names of accredited appraisers to the
principal creditor and farmer. Each may strike the name of one appraiser. The appraiser not elimi-
nated will do the appraisal.

126 Minn. Stat. § 583.27, subd. 8(3).
127 Minn. Stat. § 583.27, subd. 8.



A. Orientation session

An orientation session must be held at least five days before the first mediation meeting.128 The
farmer, the financial analyst, and a mediator attend the orientation session.129 Creditors partici-
pating in the mediation may attend the orientation session if they choose, although the farmer
may meet privately with the financial analyst.130 Sometimes these orientation sessions are held
by telephone conference call.

At the orientation session, the financial analyst will review the farmer’s financial and inventory
records to make sure that they are complete and will explain what additional records are
needed.131

The mediator will explain to the farmer the requirements for mediation and will remind the
farmer that he or she has the right to seek a lawyer or other expert for advice on the legal and
tax consequences of any mediation agreement.132

Farmers going to the orientation session should bring financial and inventory records, includ-
ing, if possible: (1) a depreciation schedule for major farm assets, (2) agricultural production
and financial income records for the past three years, (3) a current financial statement, and (4) a
projected farm budget for the current year. Farmers who do not have these records have at least
five more days after the orientation session to prepare records before the first mediation meet-
ing.133

B. Mediation meetings

The Farmer-Lender Mediation Act sets out some general requirements for mediation sessions,
but the specific details of the process—such as the number of meetings and how the meetings
are conducted—will be different from case to case.

1. Scheduling meetings

The first mediation meeting must be held within 20 days after the mediation proceeding
notice is issued.134 The date and time of the first meeting will be included in the media-
tion proceeding notice.135 The mediator will schedule any additional mediation meetings
during the mediation period.136 The meetings must be held at a convenient and neutral
place at times as convenient as possible for the mediator, the farmer, and the creditors
attending, including nights and weekends.137
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128 Minn. Stat. § 583.26, subd. 3a.
129 The mediator present at the orientation session might not be the one who is assigned to the media-

tion. Minn. Stat. § 583.26, subd. 3a.
130 Minn. R. 1502.0014.
131 Minn. Stat. § 583.26, subd. 3a.
132 Minn. Stat. § 583.26, subd. 3a; Minn. R. 1502.0014.
133 Minn. Stat. § 583.26, subd. 3a; Minn. R. 1502.0014, 1502.0024.
134 Minn. Stat. § 583.26, subd. 4(c).
135 Minn. Stat. § 583.26, subd. 4(b)(4).
136 Minn. R. 1502.0017, subpt. 3.
137 Minn. R. 1502.0017, subpt. 3.



2. Meeting procedures

The mediator may set rules and procedures for the meetings in order to encourage an or-
derly exchange of information and views.138

Financial analysts, farm advocates, and attorneys are allowed to attend mediation meet-
ings if they are invited by the farmer, creditor, or mediator.139

Representatives of a creditor or farmer are allowed to speak on behalf of that creditor or
farmer.140 A financial analyst, farm advocate, or attorney may not attend in place of a
farmer or creditor unless the mediator decides a farmer or creditor is unable to attend
and the attendance of someone in his or her place is beneficial to mediation.141

C. Length of mediation period — up to 60 days

Mediation may continue through several sessions, as needed, and may last up to 60 days after
the initial mediation meeting.142

D. Mediation agreements are legally binding

If an agreement is reached in farmer-lender mediation and the parties put it in writing, the me-
diator will sign the written mediation agreement and witness it being signed by the farmer and
creditors.143 The mediator may hold a final meeting for the purpose of signing the mediation
agreement.144 Copies of the signed agreement are sent to all creditors who have filed claim
forms.145

It is important to get mediation agreements in writing.

In most cases, it will benefit the farmer to get the mediation agreement
in writing. If the agreement is not in writing, it may be very difficult for
the farmer to enforce it.

The farmer and the creditors—both those who approved the mediation agreement and those
who filed claim forms and then did not object to the mediation agreement—are bound by the
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138 Minn. Stat. § 583.26, subd. 6(b); Minn. R. 1502.0016.
139 Minn. R. 1502.0017, subpt. 4.
140 Minn. R. 1502.0017, subpt. 4.
141 Minn. R. 1502.0017, subpt. 4.
142 Minn. Stat. § 583.26, subd. 8.
143 Minn. Stat. § 583.26, subd. 9(a); Minn. R. 1502.0019, subpt. 1.
144 Minn. R. 1502.0019, subpt. 1.
145 Minn. R. 1502.0019, subpt. 2. This happens within three days of the farmer and creditors signing the

agreement.



terms of the mediation agreement.146 It has the effect of a legal contract and can be enforced by
Minnesota district courts.147

E. End of mediation — termination statements

When mediation ends, the mediator must sign and serve to the parties a termination state-
ment.148 The termination statement explains that mediation has ended and describes or refers to
any agreement reached among the farmer and the creditors.149 Mediation agreements may be
included as part of the termination statement.

F. Unsuccessful mediation

The mediation period may end without an agreement. Creditors will then be allowed to begin
collection and enforcement actions against the farmer’s property.150

Farmers do not lose legal defenses to collection or debt enforcement by requesting mediation.
For example, redemption rights and the right of first refusal will still be available even though
the farmer sought mediation and mediation was not successful. Also, farmers may still bring
challenges that a debt is not enforceable or the creditor is claiming the wrong amount.

X. Obligations in mediation

Both farmers and creditors have certain obligations in the mandatory farmer-lender mediation
process.

A. The farmer’s obligations

Farmers have several legal obligations during farmer-lender mediation. Among the farmer’s ob-
ligations in mediation are the following.

1. Attend meetings

The farmer must attend and participate in all mediation meetings.151

2. Provide financial information

The farmer must provide full and complete information about his or her financial obliga-
tions.152 In general, information gathered by a mediator in the farmer-lender mediation
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146 Minn. Stat. § 583.28, subd. 1
147 Minn. Stat. §§ 583.26, subd. 9(b), 583.31. The mediation agreement may be used as a defense against

an action contrary to it. If the mediation agreement is poorly drafted or leaves out issues that were
discussed, it may be open to various interpretations by the parties. If a court determines the media-
tion agreement is ambiguous, it will apply rules of contract interpretation in deciding how the me-
diation agreement should be enforced. Bartos v. Farm Credit Bank, No. CX-89-1524 (Minn. Ct. App.
Mar. 27, 1990) (unpublished).

148 Minn. Stat. § 583.26, subd. 10.
149 Minn. Stat. § 583.26, subd. 10(b).
150 Minn. Stat. § 583.26, subds. 1, 5.
151 Minn. Stat. § 583.27, subd. 1(a)(1).
152 Minn. Stat. § 583.27, subd. 1(a)(2); Minn. R. 1502.0024.



process is confidential.153

3. State reasons for rejecting restructuring proposals

If the creditor submits a debt restructuring plan and the farmer decides not to accept it,
the farmer must state in writing his or her reasons for rejecting the proposal.154 This
statement should explain exactly which parts in each proposal are unacceptable and ex-
plain the specific reason for rejecting each of them.155

4. Inspection of secured property

Farmers requesting mediation must allow secured creditors who are participating in the
mediation to inspect the farmer’s secured agricultural property.156 If the farmer does not
allow this inspection or destroys the security property, this will be considered evidence
of a lack of good faith and the farmer may be denied further mediation rights.157

5. Provide documents requested by the mediator

Farmers in mediation must provide several records and documents if the mediator de-
cides they are needed. This includes the following documents.158

a. A current signed financial statement of assets and liabilities;

b. The farmer’s most recent depreciation schedule;

c. Farm record books for the past three years or other evidence of crop and livestock
production;

d. A projected farm budget for the current 12 months;

e. Copies of a FINPACK printout analysis of the farm operation, where applicable;

f. Any appraisals of the farmer’s property; and

g. Copies of any other legal documents that are necessary for the mediation and per-
tain to the farm business.

B. Creditors’ obligations

Creditors have several legal obligations in mediation.
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1. Provide financial documents

As mentioned earlier, by the first mediation meeting, all of the creditors listed on the
mediation request form must provide: (1) copies of all notes and contracts for debts sub-
ject to mediation; (2) a statement of interest rates on the debts, delinquent payments, and
unpaid principal and interest balances; and (3) the creditor’s valuation of the collateral
securing the debts.159

In addition, if the mediator decides that it is necessary for the mediation, the creditor
must provide: worksheets on foreclosure cost analysis, if any have been done by the
lender; appraisals of the farmer’s property; and copies of any other legal documents that
are necessary for the mediation and pertain to the farm business.160

Refusal to provide these documents may lead the mediator to find that the creditor has
not participated in good faith.161

2. Describe debt restructuring programs available

By the first mediation meeting, all of the creditors listed on the mediation request form
must provide a statement of any debt restructuring programs offered by the creditor.162

3. Rejection of restructuring proposals must be in writing

If a creditor rejects a farmer’s proposal to restructure a debt, the creditor must explain its
reasons for the rejection in writing.163 The written statement must explain why each al-
ternative is unacceptable and explain the specific reasons for rejecting each of them.164

4. Must release funds for necessary living and farm operating expenses

For farmers in financial difficulty, obtaining release of farm income by creditors can be
one of the most important concerns during mediation. During the mandatory
farmer-lender mediation process, creditors must release funds from the sale of farm
products to be used for necessary living and operating expenses.165 Failure to do so is a
failure to act in good faith.166

a. Necessary family living expenses

During the mediation period, creditors must release money from the sale of farm
products for the farmer to use for family living expenses.167 The amount that must
be released varies with the family’s size and amount of off-farm income. Two fac-
tors are taken into account in determining the amount that must be released for
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family living expenses. First, creditors must release an amount equal to one and a
half times the amount the family would be receiving if it were eligible for the Min-
nesota Family Investment Program (MFIP).168 Second, creditors are not required to
release more than $1,600 per month for family living expenses, minus any off-farm
income.169

b. Necessary farm operating expenses

During mediation, creditors must also release money from the sale of farm prod-
ucts for necessary farm operating expenses for any farm operations begun before
the farmer received a notice of default.170

Creditors are not required to release funds for expenses that will increase the size of
the farming operation or be used to plant additional crops.171 Otherwise, there is no
limit on the amount that must be released for farm operating costs.172

c. If the farmer and creditor cannot agree — petition to court

If the farmer and creditor cannot agree on the amount that should be released for
necessary living expenses or farm operating expenses, either party can seek a court
determination of the amount that should be released.173

(1) Necessary living expenses decided by conciliation court

Disputes about the amount that should be released for necessary living ex-
penses can be resolved by the conciliation court in the county where the
farmer resides.174

(2) Necessary operating expenses or living and operating expenses
decided by district court

Disputes about the amount that should be released for farm operating ex-
penses or for necessary living and operating expenses can be resolved by the
district court in the county where the farmer resides.175

(3) Asking the district court to decide the release amount is risky

If the district court is asked to decide how much income should be released
for farm operating expenses or living and operating expenses, the court is au-
thorized to penalize any party that it determines was not acting in good faith
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in its position on the release of income.176 First, the court may either add or
subtract ten days to the time in which the creditor cannot take collection ac-
tion against the farmer’s property. Second, the court can make one party pay
the other party’s attorneys’ fees and costs for the release-of-income dispute.177

5. Participation requirements

Whether or not a creditor must actually participate in the mediation meetings depends
on how the creditor was brought into the process and what degree of protection the
creditor is seeking.

a. Initiating creditor must participate

The creditor who first served the mediation notice must participate in mediation.178

b. Creditor that believes its debt is not subject to mediation must make a case to
the mediator

A secured creditor believing that the debt owed to it is not subject to mediation
must return the claim form and other supporting documents to the coordinator of
the Farmer-Lender Mediation Program and explain why it believes the debt is not
subject to mediation.179 The coordinator will decide whether mediation of the debt
is required and will notify the farmer, creditor, and mediator of the decision.180

c. Other creditors are not required to participate

Other creditors identified by the farmer in the mediation request may choose not to
attend the mediation meetings.181 Some creditors may not want to participate in
mediation, especially if the debt is relatively small. Unless these creditors file a
claim form, however, they will be bound by any mediation agreement even though
they did not participate in mediation.182 Creditors that do not participate in media-
tion but do file a claim form will have the right to object to any mediation agree-
ment, and there may be additional mediation meetings to deal with these creditors’
objections.183

(1) If the creditor files a claim form

Creditors who admit that their debt is subject to mediation may, instead of
participating in the mediation process, file a notice of claim and proof of
claim with the mediator before the initial mediation meeting.184 A creditor
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filing a claim form agrees to be bound by a mediation agreement reached be-
tween the farmer and the participating creditors unless the creditor files a
written objection to the agreement.185

(a) Opportunity to make written objection to any mediation
agreement

The mediator will notify creditors who have filed claim forms of the
terms of any mediation agreement.186 Each such creditor will have ten
days after receiving the mediation agreement to serve (on the media-
tor and the farmer) a written objection to the terms of the agree-
ment.187 The written objection must identify the particular parts of the
agreement that are unacceptable and state the specific reason for re-
jecting each item.188

(b) New mediation meetings to address objections

Upon receiving an objection to a mediation agreement, the mediator
will meet again with the farmer and creditors to mediate a new agree-
ment.189 These mediation meetings will take place within ten days of
the receipt of the written objections to the mediation agreement.190

(c) Objecting creditor must attend new mediation meetings

Creditors that do not attend mediation meetings but file written objec-
tions to the mediation agreement must attend and participate in the
new mediation meetings that take place after the objection.191 The
mediator may, however, decide there is a good reason why the credi-
tor is unable to attend.192

(2) If the creditor does not file a claim form

Creditors that are notified of the initial mediation meeting and do not either
participate in the mediation or file a claim form will be bound by the media-
tion agreement and may not object to it.193
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d. Participating creditor must send a person with authority to make
commitments

If a creditor does participate in mediation, the creditor must send to the mediation
meetings a person who has authority to make binding commitments within 24
hours to fully settle or compromise debts.194

C. All parties’ obligation — mediate in good faith

All parties are required to mediate in good faith.195 This includes creditors filing claim forms in-
stead of attending mediation meetings.196

1. Defining the lack of good faith

Not participating in good faith includes the following. This list is not exhaustive. The
statute states that other “similar behavior” also may be taken as evidence of lack of good
faith.197

a. Failure to attend and participate

Regular or continued failure to attend and participate in mediation sessions with-
out cause is a failure to act in good faith.198

b. Failure to provide information

Failure to provide full information regarding the financial obligations of the parties
and other creditors is a failure to act in good faith.199

c. Creditor failure to designate a representative

A creditor in the mediation process must be represented by a person with the
authority to make binding commitments within one business day to fully settle,
compromise, or otherwise mediate the matter.200 Failure to do so is an act of bad
faith on the part of a creditor.

d. Creditor failure to provide written statement explaining restructuring
alternatives

Failure by a creditor to provide a written statement of debt restructuring alterna-
tives is a failure to act in good faith.201
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e. Failure to explain why a restructuring proposal is unacceptable

Failure by either the farmer or a creditor to explain in writing why a proposed re-
structuring plan is unacceptable is evidence of a lack of good faith.202

f. Creditor failure to release funds

Creditor failure to release funds from the sale of farm products to the farmer for
necessary living and farm operating expenses is a failure to act in good faith.203

g. Farmer concealment or transfer of secured agricultural property during
mediation

Farmers will be found to not be mediating in good faith if during mediation they
fraudulently conceal, remove, or transfer agricultural property in which they know
a creditor has a security interest.204

h. Farmer failure to allow inspection of secured property

If the farmer does not allow inspection of security property or destroys it, this is ev-
idence of a lack of good faith.205

i. Abusive behavior

Lack of good faith during mediation may include abusive behavior on the part of
the farmer or a creditor or a person assisting the farmer or creditor.206

2. Creditor unwillingness to restructure debt is not bad faith

A creditor’s refusal to agree to reduce, restructure, refinance, or forgive debt is not, in it-
self, evidence of a lack of good faith.207

3. Mediator decides if a party acts in good faith

In general, the mediator will decide whether a party to the mediation has failed to act in
good faith.208 Mediators believing that a party is not acting in good faith will file an affi-
davit—a signed legal document—with the coordinator of the Farmer-Lender Mediation
Program and the parties involved.209 The affidavit should give reasons why the mediator
believes a party is not acting in good faith.
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A farmer who believes a creditor is not negotiating in good faith should therefore ask
the mediator to issue an affidavit making such a finding. The request to the mediator
should be in writing and should explain how the creditor is mediating in bad faith.

4. Courts provide limited review of mediator decisions about good faith

Parties believing that a mediator’s decision regarding good faith is mistaken may ask a
court to review the mediator’s decision.210 Review is limited, however, to whether the
mediator committed an abuse of discretion in filing or failing to file an affidavit of lack
of good faith.211 Review for an abuse of discretion is very limited, and courts only rarely
reach this conclusion.212 It will therefore likely be very difficult to overturn a mediator’s
determination regarding a lack of good faith.

a. Creditor may proceed with collection action while court is reviewing mediator
decision

If a mediator issues an affidavit of lack of good faith against a farmer, the creditors
can immediately proceed to take action against the farmer’s property.213 This is true
even if the farmer seeks court review of the affidavit.

b. If the court reverses the mediator

If the court finds that the mediator committed an abuse of discretion in filing or
failing to file an affidavit of lack of good faith, the court has several options. It may:
(1) reinstate mediation and renew the stay preventing creditors from taking action
against the farmer, (2) order court-supervised mediation, or (3) allow the creditor to
proceed right away with action against the farmer.214

5. If the creditor fails to act in good faith

If the mediator decides that a creditor has failed to act in good faith, several conse-
quences follow.
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a. Court-supervised mediation possible

If the mediator finds that the creditor has not been negotiating in good faith, the
farmer can request court-supervised mediation.215

(1) Requesting court-supervised mediation

A request for court-supervised mediation is made by: (1) filing the mediator’s
affidavit, along with a request for supervised mediation, with the district
court of the county where the farmer resides; (2) serving a copy of the request
on the creditor; and (3) sending a copy of the affidavit to the coordinator of
the Farmer-Lender Mediation Program.216

The request must be filed with the court within 10 days of the farmer’s re-
ceipt of the lack of good faith affidavit or within 90 days after the farmer filed
the mediation request with the coordinator, whichever is later.217

(2) How court-supervised mediation works

In court-supervised mediation, the court requires the mediation process to
begin again.218 Court-supervised mediation may last for up to 60 days.219

During court-supervised mediation, creditor collection actions are again sus-
pended and the court may issue orders necessary to compel good faith medi-
ation.220

If the court decides that a creditor has failed to mediate in good faith during
court-supervised mediation, the court may suspend the creditor’s collection
actions for an additional 180 days.221

b. Creditors must pay farmer’s costs and attorneys’ fees

If the mediator decides that a creditor has not participated in good faith in the origi-
nal mediation, the creditor must pay the farmer’s attorneys’ fees and costs resulting
from the request for court-supervised mediation or a request for further suspension
of the creditor’s collection actions.222

6. If the farmer fails to act in good faith

If the mediator decides that the farmer has not mediated in good faith, the mediator will
issue an affidavit of lack of good faith and the creditor will be able to immediately
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proceed with all available debt enforcement actions, such as foreclosure, repossession,
and the like.223

Farmers’ Guide to

216 Minnesota Lending Law

223 Minn. Stat. § 583.27, subd. 4(b).




