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FARM CREDI T BANK OF ST. PAUL,
fornerly d/b/a The Federal Land
Bank of Saint Paul,

Plaintiff, BKY 3-88-3401
V. ADV 3-89-151

MARK C. HALVERSQON, Trustee and
ROGER C. SOLBERG and CATHERI NE
E. SOLBERG

Def endant s.
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At St. Paul, Mnnesota, this day of April, 1991.

Thi s adversary proceeding for declaratory relief came on
before the Court on January 10, 1990, for oral argunent upon
stipulated facts. Plaintiff appeared by its attorney, Gary W
Koch. Defendant Mark C. Hal verson ("the Trustee") appeared for the
bankruptcy estate. Defendants Roger C. Sol berg and Cat herine E.

Sol berg ("Debtors") appeared via a brief filed by Thomas P. Ml oy,

their attorney (Cbert Knutson, M nnesota Fanmily Farm Law Proj ect,

Sout hern M nnesota Regi onal Legal Services, of counsel (FN1)). Upon
t he

(FN1) Rudy Perpich, CGovernor of the State of M nnesota, had
desi gnated January 10, 1990, as "Obert ' Cbie" Knutson
Day," in recognition of M. Knutson's substantial past
efforts as a |l egal services attorney on behal f of
financially-distressed farmfam|ies and other | owincone
resi dents of Southwestern M nnesota. Tragically, M.
Knut son died in a snowrbiling accident on Lake
Washi ngton in LeSueur County on January 13, 1990, cutting
short a career marked by dedi cation and hi gh-quality
advocacy. The Court salutes his contributions to the
| egal system and honors his nenory.

END FN

stipulated facts and the briefs and argunents of counsel, the Court
makes the foll owi ng order.

FI NDI NGS OF FACT



1. Debtors filed a voluntary petition for relief under
Chapter 7 of the Bankruptcy Code on Cctober 26, 1988. The Trustee
is the duly qualified and acting trustee of their bankruptcy
estate.

2. Plaintiff is an instrunentality which operates under
the authority of the Farm Credit Act of 1971, as anended.
Plaintiff is in the business of |ending noney for farmng and farm
rel ated operations, and takes real and personal -property security
for its loans. It markets and sells property acquired by it
t hrough foreclosure of its nortgages and security interests. Under
a recent reorgani zation of the regional Farm Credit system
Plaintiff is the successor-in-interest of The Federal Land Bank of
Sai nt Paul .

3. On Septenber 24, 1975, Debtors granted a nortgage to
FLB on a half-quarter section of real estate in Waseca County,
M nnesota, which they owned in fee. Debtors granted this nortgage
to secure a debt to FLB in the original principal anmount of
$99, 000. 00; that debt was evidenced by Debtors' Septenber 24, 1975
prom ssory note in favor of FLB

4. On May 1, 1979, Debtors granted a nortgage to FLB on
anot her tract, a quarter-section of Waseca County real estate which
they also owned in fee. Debtors granted this nortgage to secure a
debt to FLB in the original principal anount of $150, 000.00; that
debt was evidenced by Debtors' My 1, 1979 prom ssory note in favor
of FLB

5. Both of these nortgages were duly recorded in the
of fice of the Waseca County Recorder

6. At sone point in 1986-7, Debtors defaulted in their
payment obligations under the prom ssory notes.

7. In enforcement of its rights under the prom ssory
notes and nortgages, Plaintiff foreclosed both nortgages by
adverti senent pursuant to M NN STAT. c. 580. Pursuant to proper
notice, it sold both tracts at a sheriff's foreclosure sale on
Cctober 27, 1987. Plaintiff was the successful bidder, and
purchased both tracts subject to Debtors' 12-nmonth statutory right
of redenption under M NN. STAT. Section 580.23 subd. 2.

8. Debtors did not claiman exenption for either tract
during their bankruptcy case, whether in their initial Schedule B-4
or via a |later anmendnent.

9. Nei t her Debtors nor their Chapter 7 Trustee took
action to redeemeither tract fromPlaintiff's forecl osure.

10. Debtors have not retained physical possession of
either tract; nor have they ever reaffirned their pre-petition debt
to Plaintiff.

11. On February 14, 1989, the Court entered an order in
BKY 3-88-3401, granting Debtors a discharge under Chapter 7.

12. Wen this adversary proceedi ng was conmenced,
Plaintiff was preparing to market both tracts via public auction



in connection with the nmarketing, it undertook to clear title to
both tracts.

13. Debtors have never made any statenent or taken any
action which evidences a waiver of their "rights of first refusal™
under 12 U.S.C. Section 2219a(b) or M NN. STAT. Section 500. 24.

CONCLUSI ONS OF LAW
I. Jurisdiction.

This is an adversary proceeding to obtain declaratory
relief as to the validity, priority, or extent of Plaintiff's,
Debtors', and the bankruptcy estate's relative interests in certain
statutory rights which arise out of the pre-petition | ega
rel ati onshi p between Debtors and Plaintiff. The according of
declaratory relief in the federal courts is generally authorized by
t he Decl aratory Judgment Act, 28 U S.C Section 2201(a).(FN2) In the
context of Debtors' bankruptcy case, this matter is properly
litigated via adversary proceeding. BANKR R 7001(9) and (2). A
judgrment in the Trustee's favor woul d recogni ze enhanced property
rights in the bankruptcy estate, and would result in the garnering
of nore value for the benefit of Debtors' creditors. Thus, as a
"matter concerning the adm nistration of the estate"” and a
"proceeding affecting the liquidation of the assets of the estate,”

(FN2)In pertinent part, 28 U S. C. 2201(a) provides:

In the case of actual controversy within its
jurisdiction . . . any court of the United
States, upon the filing of an appropriate
pl eadi ng, may declare the rights and ot her
I egal relations of any interested party
seeki ng such decl arati on, whether or not
further relief is or could be sought. Any
such decl aration shall have the force and
effect of a final judgnent or decree and shal
be revi ewabl e as such.

END FN

this is a core proceeding. 28 U S.C Sections 157(b)(2)(A) and
(O. The federal courts have jurisdiction over this dispute, 28

U S.C. Section 1334(b), and it is before the Bankruptcy Court under
reference fromthe District Court, 28 U S.C. Section 157(a) and
LOC. R BANKR P. (D. Mnn.) 103(b). This Court has full authority
to enter final judgnent in this adversary proceeding. 28 U S.C
Section 157(b)(1).

1. Merits.
A.  The Issue, Cenerally.

Federal and M nnesota state |egislation enacted in the
m d- 1980s gives farmer-borrowers certain "rights of first refusal"”
whi ch they may exercise when their |enders have forecl osed
nort gages against their farmand. Prior to their bankruptcy
filing, Debtors and Plaintiff were in |l egal relationships which
woul d have granted these statutory rights to Debtors, at sone
point. 1In this adversary proceeding, all three parties seek a



from

decl aration of the status of Debtors' and the bankruptcy estate's
conpeting clains to the rights of first refusal, and a declaration
of the procedures which Plaintiff was required to use to accord
these rights to Debtors and/or the bankruptcy estate before

di sposing of the tracts after Debtors' bankruptcy filing. They
frane three mjor issues which are appropriate for adjudication.

B. 12 U S.C. Section 2219a: Federal-Law Ri ght of First Refusal

In response to the "agricultural credit crisis" of the
m d- 1980s, Congress passed the Agricultural Credit Act of 1987,
Pub. L. No. 100-233. The Act extensively revised various
provisions of the United States Code relating to the farnmer-owned
cooperative Farm Credit System ("FCS'(FN3)). In general, the Act was
intended "to help keep farners on the |and and hel p turn around the
condition of stressed Systeminstitutions.” H R REP. No. 295(1),
100t h Cong., 1st Sess. 52 (1987). As part of this effort, the Act
substantially amended 12 U S.C. Section 2219a, to create a "right
of first refusal"FN4) in favor of farmers who have borrowed noney

FCS, and have pledged farmand to FCS as security for such | oans.

This right affords such farner-borrowers an additional opportunity
to regain or retain their lands after the conpletion of foreclosure
proceedi ngs by FCS. Congress created these rights "to give .

farm borrowers under financial stress a fair opportunity to
overconme their credit problens wthout adversely affecting creditor
rights.” 1d. The parties seek declarations of their respective
rights under this statutory provision, as those rights lie in the
context of Debtors' bankruptcy case.

1. Who Held or Succeeded to the Federal - Law
Right of First Refusal, After Debtors Filed for Bankruptcy?

As their first question, the parties request the Court to
identify the party which held or succeeded to the federal-1aw right
of first refusal, once Debtors filed for bankruptcy. The contest,
of course, is between Debtors and the bankruptcy estate. 12 U S.C
Section 2219a(b) grants the farmer-borrower "an absolute right to
buy the property [he has lost to FCS through forecl osure] at the
apprai sed fair market value and an alternative right to buy the
property at whatever |ower price and on whatever terns [FCS] is
willing to sell the property to a third party."” Leckband v.

Nayl or, 715 F. Supp. 1451, 1453 (D. M nn. 1988). The party
exercising the right, however, nmust act within 30 days of receiving
FCS' s notice of its election to sell. 12 U S C Section
2219a(b)(2). The Trustee acknow edges that the answer may not have
great financial consequence to this estate or to any other single
bankruptcy estate, given such circunstances as the short |ifespan
of the federal right; the right's limted or negligible utility to
anyone other than working farnmers; the |lack of a ready market for
such rights; and the likelihood that a trustee hol ding such rights

(FN3)FCS is structured and regul ated under federal statute, 12
US. C 2001 et seq. It exists to "inprove[e] the

i ncome and wel | -being of Anerican farmers and ranchers by
furni shi ng sound, adequate, and constructive credit and
closely related services to them their cooperatives, and

to selected farmrelated businesses . . . " 12 U.S.C

2001(a). It is comprised of several different |evels of
participant financial institutions, all of themchartered



and regul ated by the Farm Credit Adm nistration. 12
U S.C. 2002(a). Since the effective date of the
Agricultural Credit Act of 1987, many of FCS' s
participant institutions have undergone statutorily-
mandat ed nergers, 12 U S.C. 2011(a), or interna
restructurings. Any subsequent use of the term"FCS"
will be a generic reference either to the system
generally, or to one of its participant institutions, as
may appear fromcontext. "Plaintiff" will signify the
Farm Credit Bank of St. Paul, as a specific entity.
END FN

(FN4) Those provisions of 12 U S.C. 2219a which establish the
"basic" right of first refusal for FCS s sal e of
foreclosed farmreal estate are:

(a) Ceneral rule

Agricultural real estate that is acquired by
an institution of the [Farm Credit] System as
aresult of aloan foreclosure or a voluntary
conveyance by a borrower (hereinafter in this
section referred to as the "previ ous owner")
who, as determ ned by the institution, does
not have the financial resources to avoid
forecl osure (hereinafter in this section
referred to as "acquired real estate") shal
be subject to the right of first refusal of

t he previous owner to repurchase or |ease the
property, as provided in this section.

(b)Application of right of first refusal to
sal e of property

(1)Election to sell and notification

Wthin 15 days after an institution
of the Systemfirst elects to sell
acquired real estate, or any portion
of such real estate, the institution
shall notify the previous owner by
certified mail of the owner's right

(A)to purchase the property at the
apprai sed fair market val ue of

the property, as established by

an accredited appraiser; or

(B)yto offer to purchase the
property at a price |ess than
t he apprai sed val ue.

(2)Eligibility to purchase

To be eligible to purchase the
property under paragraph (1), the
previ ous owner nust, w thin 30 days
after receiving the notice required
by such paragraph, submit an offer



to purchase the property.
(3)Mandat ory sal e

An institution of the System
receiving an offer fromthe previous
owner to purchase the property at

t he apprai sed value shall, within 15
days after the recei pt of such

of fer, accept such offer and sel

the property to the previ ous owner

(4) Perm ssive sale

An institution of the System
receiving an offer fromthe previous
owner to purchase the property at a
price less than the apprai sed val ue
may accept such offer and sell the
property to the previ ous owner.

Noti ce shall be provided to the
previ ous owner of the acceptance or
rejection of such offer within 15
days after the recei pt of such

of fer.

(5)Rejection of offer to previous owner
(A)Duties of institution

An institution of the System
that rejects an offer fromthe
previ ous owner to purchase the
property at a price |ess than
t he apprai sed val ue may not
sell the property to any ot her
person- -

(i)at a price equal to, or
| ess than, that offered
by the previous owner; or

(ii)on different terns and
condi tions than those

that were extended to the
previ ous owner,

wi thout first affording the
previ ous owner an opportunity
to purchase the property at
such price or under such terns
and condi tions.

(B)Notice

Noti ce of the opportunity in
subpar agraph (A) shall be
provided to the previ ous owner
by certified mail, and the
previ ous owner shall have 15



busi ness

days in which to submt an

of fer to purchase the property
at such price or under such
ternms and conditions.

END FN

woul d not be able to induce a conpeting prospective purchaser to
buy the rights fromthe estate, rather than to augment the anpunt
of its bid to FCB by an anount equivalent to the estate's requested
price for the rights.

However, the outcone is of obvious interest to FCS, as a
party which nust afford the opportunity to exercise the right
before it can clear title to real estate which it holds after
forecl osure. (FN5) The outcome may affect the post-bankruptcy

options of financially-distressed farmers in Chapter 7, at least in
certain circunstances. Finally, the current unsettled status of
these rights creates general uncertainty in the status of title to
acquired real estate previously owned by debtors in bankruptcy,
both during and after FCS' s final disposition of it. Despite its
limted financial consequence in the context of any given
bankruptcy case, then, the issue is appropriately presented for
deci si on.

As a general proposition, upon the filing of a bankruptcy
petition "all legal or equitable interests of the debtor in
property as of the commencenent of the case" pass into the
bankruptcy estate. 11 U S.C. Section 541(a)(1l) (enphasis added).
Congress intended the sweep of this section to be quite broad.
United States v. Whiting Pools, Inc., 462 U. S 198, 206 (1983); In
re Swanson, 873 F.2d 1121, 1122 (8th Cr. 1989); In re G aham 726
F.2d 1268, 1270 (8th Cr. 1984); In re Schauer, 62 Bankr. 526, 529
(Bankr. D. Mnn. 1986) aff'd, 835 F.2d 1222 (8th Gr. 1987).
However, "the definition [of property of the estate under Section
541(a)] was not designed to enlarge the debtor's rights against
ot hers beyond those existing at the conmencenent of the case.” In
re NS. Garrott & Sons, 772 F.2d 462, 465-6 (8th Gr. 1985). The
scope of property rights enconpassed by Section 541(a) "cannot be
expanded where none exi sted under [nonbankruptcy] law. " California
Board of Equalization v. M3M Liquor Warehouse, 52 Bankr. 77, 80 (D

(FN5) To mai ntain consistency with the statutory parlance, such
property, held in FSC s "inventory" pending sale, shal

be termed "acquired real estate" in discussion on the
federal -1 aw right.

END FN

M nn. 1985) (quoting In re Polycorp Assoc., Inc., 47 Bankr. 671
673 (Bankr. N.D. Calif. 1985)). See also In re Schauer, 835 F.2d
at 1225.

The question at bar, then, is whether Debtors held a
federal -law right of first refusal as of October 26, 1988, the date
of their bankruptcy filing. |If they did, as the Trustee urges,



that right passed into the bankruptcy estate and the estate could

properly attenpt to recover value on account of it.(FN6) The
structure

of Section 2219a, its legislative history, and the sparse casel aw

construing it, however, support Plaintiff's and Debtors' argunent

that Debtors' federal-law right of first refusal came into

exi stence after their bankruptcy filing. As a post-petition

acquisition, then, the right did not and could not pass into the

estate.

Section 2219a(a) provides that "[a]gricultural rea
estate that is acquired by" FCS "shall be subject to the right of
first refusal of the previous owner " (enphasis added). The
respective tenses of the operative verbs in this |anguage signify
that the federal right of first refusal arises and attaches only
upon FCS's "acquisition"” of the subject real estate. Further

(FN6)Plaintiff protests that 2219a grants the federal -1 aw

right only to the "previous owner," defined in 2219a(a)

as "borrower," and that these provisions necessarily

excl ude a bankruptcy estate as a party eligible to hold

or assert the right. The problemw th this argunent is

that, unlike the Mnnesota statute, the federal statute

does not expressly exclude a bankruptcy estate as a party
entitled to hold and assert the right. Conmpare M NN

STAT. 550.24 subd. 6(b), quoted infra at n. 17 and

di scussed infra at pp. 29-30. Absent such an excl usion

on the face of the nore specific statute, there is no
expression of Congressional intent that the

i ntentionally-broad provisions of 541(a) should not

govern.

evidence for this conclusion is found in the provision of Section
2219b(1) that does not even require FCS to notify the farmer-
borrower of the existence of the right until after FSC s post -
acquisition election to sell. The statute clearly envisions that
the farmer-borrower does not gain the right until FCS "acquires”
the I and t hrough foreclosure, or via deedback fromthe farner-
bor r ower . ( FN7)

Under the M nnesota statute governing the forecl osure-by-
adverti senent procedure used by Plaintiff,

the [sheriff's] certificate [of sale
in foreclosure] shall be recorded
within twenty days after such sale,
and when so recorded, upon
expiration of the tine for
redenpti on, shall operate as a
conveyance to the purchaser

M NN. STAT. Section 580.12 (enphasis added). The purchaser at the
sheriff's sale acquires full title to the foreclosed real estate
only upon expiration of the nortgagor's period for redenption from
the sale. Finnegan v. Effertz, 90 Mnn. 114, 116, 95 NW 762, 763
(1903); Lindgren v. Lindgren, 73 Mnn. 90, 99, 75 N W 1034, 1036



(FN7)In Leckband v. Naylor, one of the very few published
deci sions exam ning the nature of the 2219a right, the
court stated that "[t]he right of first refusa

est abl i shed by 2219a(b) conmes into being when the seller
first elects to sell the property.” 715 F. Supp. at

1453. This does not seemto be entirely accurate. The
wor di ng and sequence of the statute would indicate that
the farmer-borrower's right of first refusal is first
exerci sed when FCS elects to sell acquired real estate,
and cannot be exercised before then. However, it arises
upon the extingui shment of the farner-borrower's claim of
owner shi p, and continues as sonething in the nature of an
option which may not be exercised until a specific event-
-FCS's firmdecision to sell the subject land. See
Crowell v. Delafield Farmers Mut. Fire Ins. Co., 463
N.W2d 737 (Mnn. 1990) (anal ogi zing federal -1 aw and

M nnesota rights of first refusal to rights under option
contract).

(1898), Hokanson v. Qunderson, 54 M nn. 499, 503, 56 NW 172, 173
(1893); Farmers and Merchants Bank of Preston v. Junge, 458 N W2d
698, 700 (M nn. App. 1990). Before the term nation of the
nortgagor's redenption rights, the purchaser in forecl osure hol ds
only the right to becone the unqualified owner upon expiration of
the redenption period, or to receive the amount of its bid, plus
interest, in redenption. Johnson v. First Nat'l Bank of
Mont evi deo, 719 F.2d 270, 276 (8th Cir. 1983), cert den., 465 U S.
1012 (1984).

Here, Debtors filed for Chapter 7 relief on the very |ast
day of their one-year redenption period. Because they did not
claimeither tract as exenpt, 11 U S.C. Section 108(b)(FN8) operated
to extend the redenption period for an additional 60 days, for the
benefit of their bankruptcy estate.(FN9) Johnson v. First Nat'l Bank
of Montevideo, 719 F.2d at 278; In re Ecklund & Swedl und Devel .

Corp., 17 Bankr. 451, 453 (Bankr. D. Mnn. 1981). The estate did
not redeemthe property; thus, on Decenber 26, 1988, FCS received
a conveyance of the two tracts. Debtors' right of first refusa
did not come into existence until that conveyance was effected.

Al'l of this, of course, was several nonths after Debtors
bankruptcy filing. Wth certain very limted statutory
exceptions, (FN10) property acquired by a debtor after a bankruptcy

(FNB)In pertinent part, 11 U . S. C 108(b) provides:

(b) . . . if applicable nonbankruptcy |aw. ..
fixes a period wthin which the debtor
may . . . cure a default, or perform any other

simlar act, and such period has not expired
before the date of the filing of the petition,
the trustee may only . . . cure, or perform
as the case may be, before the later of--

(1)the end of such period, including
any suspension of such period
occurring on or after the
commencenent of the case; or

(2)60 days after the order for relief



t he

[in the bankruptcy case].

(FN9) Many counsel appearing in this Court have perpetuated a
m sunder st andi ng that the 108(b) extension generally

runs in favor of the debtor in bankruptcy. By specifying
the trustee as the party who is granted the extension
Congress bespoke its intent that 108(b) operates to
protect and preserve the bankruptcy estate's options for
realization of value fromits property. This necessarily
excl udes exenpt property; the 108(b) extension does not
run in favor of the debtor, at |east where the debtor is
not armed with the powers and rights of a trustee, as in
a Chapter 11 case, pursuant to 11 U.S. C. 1107(a). The
common mi sunder st andi ng probably stens froma hasty
reading of the statute's text, and an inconplete review
of Johnson v. First Nat'l Bank of Mntevideo--where the
debtors, indeed, were in Chapter 11 when the 108(b)

i ssue was |itigated.

(FN10)11 U.S.C. 541(a) provides that several types of property
"acquired" after the commrencenent of a bankruptcy estate
beconme property of the estate. These types are described

as:

(5)Any interest in property that would have
been property of the estate if such
interest had been an interest of the

debtor on the date of the filing of the
petition, and that the debtor acquires or
beconmes entitled to acquire within 180

days after such date--

(A) by bequest, devise, or inheritance;

(B)as a result of a property settl enment
agreement with the debtor's spouse,

or of an interlocutory of fina

di vorce decree; or

(Cas a beneficiary of a life insurance
policy or of a death benefit plan

(6) Proceeds, product, offspring, rents, or

profits of or fromproperty of the

estate, except such as are earnings from

services performed by an individual debtor after the comrencenent

case.
(7)Any interest in property that the estate
acquires after the commencenent of the
case.

11 U.S.C. 541(a)(5)-(7).

END FN

of

filing does not pass into the bankruptcy estate. The federal-Iaw
right of first refusal at issue clearly does not fall within these

exceptions; as a result, this right did not becone property of

Debt ors' bankruptcy estate. Cf. Ackley State Bank v. Thiel ke, 920



right

F.2d 521 (8th Gr. 1990) (where, under nonbankruptcy |aw, debtor
did not have a "present vested interest” in funds on deposit in
joint bank account with his uncle as of date of bankruptcy filing,
those funds did not becone property of bankruptcy estate).
Plaintiff and Debtors are entitled to a declaratory judgnment in
their favor on this issue.(FNL1)

2. Need FCS First Make a Private Ofering to the
Far mer - Borrower Under Section 2219a(b), Before it
May Make a Public Ofering Under Section 2219a(d)?

As their second question, the parties request a
declaration as to the procedure which FCS was required to followto
accord full rights under Section 2219a, given FCS's wish to offer
the two tracts at a public sale pursuant to 11 U. S.C. Section
2219a(d). Section 2219a(d)(FN12) grants the farner-borrower the

to match the prevailing bid in any sale "through a public auction
(FN11) The opposite concl usion woul d be appropriate in the
[imted situation where a farmner-borrower went into
Chapter 7 after FCS s acquisition of foreclosed rea
estate but before the exercise or extinguishnment of the
right of first refusal. |In such a situation, the right
woul d be in existence as of the commencenent of the case,
and woul d becone property of the estate like all other
"interests in property,” tangible or intangible. 1In the
face of the broad sweep of 541(a), Plaintiff and Debtors
cannot succeed in their argunent that the federal-1aw
right of first refusal is too "inherently personal” to
farnmer-borrowers to becone property of the estate. For

i nstance, no one could reasonably dispute that a right of
action in danages for bodily injury is "inherently" and

i ntensely "personal to" a plaintiff-debtor, but such a

ri ght unquestionably passes into the estate, subject to

exenption pursuant to statute. See, e.g., In re Carlson
40 Bankr. 746 (Bankr. D. Mnn. 1984); In re Bailey, 84
Bankr. 608 (Bankr. D. Mnn. 1988); In re Mdill, 119

Bankr. 685 (Bankr. D. Mnn. 1990).

(FN12) The full |anguage of the statute is:
(d) Public offerings
(1)Notification of previous owner

If an institution of the Systemelects to
sell or |ease acquired property or a
portion thereof through a public auction
conpetitive bidding process, or other
simlar public offering, the institution
shall notify the previous owner, by
certified mail, of the availability of
the property. Such notice shall contain
the m ni mum amount, if any, required to
qualify a bid as acceptable to the
institution and any terns and conditions
to which such sale or lease will be

subj ect .



(2)Priority

If two or nore qualified bids in the sane
anount are received by the institution
under paragraph (1), such bids are the

hi ghest recei ved, and one of the
qualified bids is offered by the previous
owner, the institution shall accept the
of fer by the previ ous owner

(3) Nondi scri m nation

No institution of the System may
di scrim nate agai nst a previous owner in
any public auction, conpetitive bidding
process, or other simlar public offering
of property acquired by the institution
from such person.

END FN

conpetitive bidding process, or other simlar public offering" by
FCS. Plaintiff argues that the statute does not require it to make
a private offering to the farmer-borrower pursuant to Section
2219a(b), before it proceeds under Section 2219a(d); it maintains
that the farmer-borrower has no nore than the rights accorded under
Section 2219a(d), if it elects to sell acquired real estate via
public offering.

Debtors and the Trustee argue to the contrary, citing the
District Court's ruling in Leckband v. Naylor (Devitt, J.). In
Leckband, a farner-borrower sued to obtain a declaratory judgnent
that he was entitled to a private offering under Section 2219a(b)
bef ore FCS proceeded with a public sale pursuant to Section
2219a(d); he al so sought injunctive relief prohibiting FCS from
conducting a public sale before affording himthe opportunity to
purchase at apprai sed val ue under Section 2219a(b). Addressing the
request for declaratory relief, Judge Devitt ruled that the farmer-
borrower's

right to first refusal granted by Section
2219a(b) exists whether [FCS] decides to sel
the property privately or through public
auction. The right of first refusa

est abl i shed by Section 2219a(b) cones into
bei ng when the seller first elects to sell the
property. Nothing in that section limts the
right to certain types of sales. Nor does
Section 2219a(d), which establishes a
procedure for public sale, state that, in the
event the seller elects to sell the property
publicly, the right of first refusa

est abl i shed by Section 2219a(b) is

ext i ngui shed or otherwise limted.

715 F. Supp. at 1453. The only Circuit Court of Appeals to address
the i ssue has agreed:

t he | anguage of subsection (b)(1) is
quite clear and needs no construction. When



the institution "first elects to sell" the
property it nust follow the procedures set out
in the remai nder of subsection (b).
Accordingly, when the institution "first
selects to sell"” the property, it nust give

t he previ ous owner of the property notice of
the right of first refusal to purchase the
property at appraised value or to make an
offer at |ess than appraised value. This
section applies whether the property is to be
sold at a private sale or a public auction
The ternms of the statute are plain and

unambi guous, whi ch should be sufficient to end
t he di scussion .

Payne v. Federal Land Bank of Colunbia, 916 F.2d 179, 181 (4th Cr.
1990), rev'g 711 F. Supp. 851 (WD. N C. 1989).

The rulings in Leckband and the Circuit Court opinion in
Payne take the plain | anguage and structure of the full statute,
and give themsinple and true effect. As a general rule, the
federal courts nmust give effect to all parts of a statute, if at
all possible. Jarecki v. Searle and Co., 376 U S. 303, 307-8
(1961). If one does this with Section 2219a, it is clear that its
provisions are intentionally set forth in a rational and neani ngfu
sequence. Congress structured Section 2219a by first generally
i mposing rights of first refusal on FCS acquired real estate.
Then, by succeedi ng subsections, it defined, delineated, and
applied those rights to different sorts of situations. Section
2219a(b) clearly applies to all sales of acquired real estate, and
it goes into effect as soon as FCS "first elects to sell,"”
regardl ess of the contenpl ated process of sale. As Debtors
counsel aptly notes, one can "first” elect to do sonething only
once. By speaking to the "sale" of acquired real estate only in
general terms, and using the word "first," Congress clearly
i ntended the broader right of first refusal to arise as soon as FCS
made t he sinple decision to dispose of acquired real estate, and
not hi ng nore.

The wordi ng of Section 2219a(b) al one, with the renai nder
of the statute, is so clear on its face that reference to
| egislative history is probably unwarranted. That reference,
however, shows that the broader congressional intent underlying
Section 2219a(b) was to establish

a systemfor notifying previous owners of the
opportunity to purchase [acquired real estate]
so that, whether the sale is by auction
contract or otherwi se the previous owner wll
have an opportunity to buy back or |ease back
t he property.

S. REP. No. 230, 100th Cong., 1st Sess. 35 (1987) (enphasis added),
gquoted and relied upon in Leckband, 715 F. Supp. at 1453.(FNL13) This
expressed intent is also enbodied in the sequence of the statute:
after treating the narrower transaction of a |lease of acquired rea
estate in Section 2219a(c), Congress then provided additiona
protection for farner-borrowers in Section 2219a(d), for the
situation where FCS elects to conduct a public offering of acquired
real estate. This additional protection consists of the ability to



sal es

repurchase acquired real estate by making a bid to match any third
party's qualified bid in a public offering. (FN14) By speaking to

(FN13)While the full Senate bill for the 1987 Act was not
adopted, the Senate bill's provision for the

i npl enentati on of the broader right of first refusal was
i ncorporated into the conference bill with only a m nor
non-material nodification, and becanme 2219a(b). HOUSE
CONF. REP. NO. 490, 100th Cong. 177-8 (1987). Thus, the
Senate report is a fair reflection of Congressiona

i ntent.

END FN

(FN14) I n Leckband, the court noted in passing that

2219a(d) does not guarantee [the
farnmer-borrower] an opportunity to match thehi ghest bid at the
concl usi on of the auction;
it merely provides that the seller mnust sel
the property to [the farner-borrower] in the
unlikely event that the bid he submtted at
the auction tied the highest bid.

715 F. Supp. at 1453. Wiile dicta, this seens to be
unsupported by the | anguage of the statute. By referring
to the several means of public offering under

2219a(d) (1), 2219a(d)(2) clearly contenplates that the
farnmer-borrower may make a matching "qualified bid" in

t he sane manner as the otherw se-highest bid is nade.
This, then, would seemto allow the farnmer-borrower to
appear and participate in a "live" auction, by stepping
forth to match the final bid after it was made in the
ordinary course of the auction. The Leckband dicta would
seemto apply to a seal ed-bid auction, but not to a live
aucti on.

END FN

by auction in a separate provision, Congress clearly contenpl ated
that FCS might well make a separate, and |l ater, decision as to the
node of sale, sone tinme after it conmtted to the basic act of
divesting itself of the |and.

Section 2219a(d) |acks any | anguage providing that FCS s
election to sell via public offering destroys the farmer-borrower's
right under Section 2219a(b) to a private offering, or that the
ri ght accorded under Section 2219a(d) supplants the farnmer-
borrower's broader right to offer to purchase acquired real estate
at a price at or below the appraised fair market value. The
| egislative history and the plain | anguage clearly contenpl ate that
farnmer-borrowers have two successive opportunities to recover
forecl osed property if FCS decides to sell at a public sale. Upon
electing to sell acquired real estate by any nmeans, FCS nust first
accord the farner-borrower his rights under Section 2219a(b). Only
if the farner-borrower does not exercise Section 2219a(b) rights,



or if he nakes a bel ow apprai sal valuation offer which FCS rejects,
may FCS proceed with a public sale. Martinson v. Federal Land Bank
of St. Paul, 725 F. Supp. 469, 471 (D. N.D. 1988). Then, in any
such public offering, FCS nmust afford the farner-borrower the
opportunity to match the prevailing bid.(FNL5)

The plain |anguage of the statute, its legislative
history, and all of the extant final court decisions support
Debtors' position on this second issue; no published final decision
supports Plaintiff's position. Wile Plaintiff urges this Court to
gi ve substantial deference to the Farm Credit Adm ni stration
regul ations set forth at 12 CFR Sections 614.4522(c) and (d), (FN16)
whi ch woul d conmpel a result inits favor on this issue, this is not
appropriate; the Congressional intent is so clear that the courts
have been and are bound to apply Section 2219a in accordance wth
its express terns, notw thstanding the agency's interpretation to
the contrary. Chevron, U S. A v. Nat'l Resources Defense Council
467 U S. 837, 842-3 and n. 9 (1984). Defendants, accordingly, are
entitled to a declaratory judgnent in their favor on this issue.

(FN15) Thus, strictly speaking, the 2219a(d) right is not a
"right of first refusal,"” but a "right of second
END FN

(FN16)It is not necessary to repeat the lengthy text of these
regul ations, as all parties acknow edge that they woul d
mandate a different result if applied.

END FN

C. MNN STAT. Section 500.24 subd. 6: Mnnesota State
Law Ri ght of First Refusal

In response to the severe downturn in the | oca
agricul tural economy which occurred in the early and m d-1980s, the
M nnesota State Legislature passed the Omibus FarmBill of 1986,
M nn. Sess. L. 1986, c. 398. Anong other things, the Act anmended
the prior version of MNN STAT. Section 500.24, the statute
regul ating the corporate ownership of Mnnesota farm and, to add a
new subd. 6. Mnn. Sess. L. 1986, c. 398, art. 20, Section 1.

Subd. 6 prescribes certain procedures for the disposition
of agricultural lands and farm honesteads by state or federa
agencies, linmted partnerships, and corporations which acquire such
property by nortgage foreclosure or other enforcenent of secured
rights. (FN17) It does so "[i]n order to extend to financially-

di stressed farners who had lost their farnms to corporate | enders an
opportunity to repurchase their farnms . . . " Harbal v. Federa
Land Bank of St. Paul, 449 N.W2d 442, 445 (M nn. App. 1989), rev.
den. (Mnn. Feb. 21, 1990). As was observed in Carlson v. Lilyerd,
449 N.W2d 185, 189 (Mnn. App. 1989), rev. den. (Mnn. March 8,
1990), and in Travelers Ins. Co. v. Norwest Bank Rochester, 706 F
Supp. 695, 698 (D. Mnn. 1989), the legislature added this
provision to further serve the general statutory goal

it isinthe interests of the state to
encourage and protect the fanmily farmas a
basi c economic unit, to ensure it as the nost
soci ally desirable node of agricultura
producti on, and to enhance and pronpte the



stability and well-being of rural society in
M nnesota and the nuclear fanmly

M NN. STAT. Section 500.24 subd. 1. Again, the parties seek
decl arations of their respective rights under subd. 6, as those
rights lie in the context of Debtors' bankruptcy case. (FNL8)

(FN17) The rel evant statutory text in effect on Cctober 26,
1988, the date of Debtors' bankruptcy filing, is as
fol | ows:

(a)A state or federal agency, limted
partnership, or a corporation, other than
a famly farm corporation or an
aut hori zed farm corporation, may not
| ease or sell agricultural land or a farm
honest ead that was acquired by enforcing
a debt against the agricultural |and or
farm homest ead, including forecl osure of
a nortgage, accepting a deed in lieu of
foreclosure, termnating a contract for
deed, or accepting a deed in lieu of
termnating a contract for deed, before
of fering or nmaking a good faith effort to
offer the land for sale or lease to the
i medi ately preceding former owner at a
price no higher than the highest price
offered by a third party that is
acceptable to the seller or lessor. . .
Selling or leasing property to a thir
party at a price is prinma facie evidence
that the price is acceptable to the
seller or lessor. The seller nust
provide witten notice to the inmedi ately
precedi ng fornmer owner that the
agricultural land or farm honmestead w ||
be offered for sale at |east 14 days
before the agricultural land or farm
honmestead is offered for sale.

(b)An imredi ately preceding forner owner is
the entity with record legal title to the
agricultural land or farm honmestead
before acquisition by the state or

federal agency or corporation except: if
the i medi ately preceding forner owner is
a bankruptcy estate, the debtor in
bankruptcy is the i mediately preceding
fornmer owner; and if the agricultura

| and or farm honestead was acquired by
term nation of a contract for deed or
deed in lieu of termnation of a contract
for deed, the i mediately preceding
fornmer owner is the purchaser under the
contract for deed.

(d) For purposes of this subdivision, the
term"a price no higher than the highest



price offered by a third party" neans the
accept abl e cash price offered to a third
party or the acceptable tinme-price offer
made by a third party. A cash price
offer is one that involves sinultaneous
transfer of title for paynent of the
entire amount of the offer. |If the
acceptable offer nade by a third party is
atine-price offer, the seller or |essor
must nmake the same tinme-price offer or an
equi val ent cash offer to the i medi ately
preceding former owner. . . . Atine-
price offer is an offer that is financed
entirely or partially by the seller and

i ncludes an offer to purchase under a
contract for deed or nortgage. An

equi val ent cash offer is not required to
be made if the state participates in an
offer to a third party through the rura
finance authority.

(e) This subdivision applies to a seller when
the property is sold and to a | essor each
time the property is |eased, for five

years after the agricultural land is
acquired [with three specified

exceptions]

This, of course, is the | anguage whi ch governs the
present parties' rights. The |egislature has amended
subd. 6 on at least six occasions since its initial
enactnment. See Mnn. Sess. L. 1986, 1st Spec. Sess., c.
2, art. 2, 13; Mnn. Sess. L. 1987, c. 396, art. 2, 2;
M nn. Sess. L. 1987, c. 396, art. 2, 3; Mnn. Sess. L
1988, c. 610, 8, Mnn. Sess. L. 1988, c¢. 700, 1-2; and
M nn. Sess. L. 1989, c. 350, art. 16, 1. However, the
basi c structure of the underlying rights and the genera
| anguage of the statute have remained fairly constant.

END FN

(FN18) For sone reason, Debtors' counsel argued that the issue
under subd. 6 was not ripe for adjudication, apparently
because nothing in the record established that Plaintiff
had actually received a third-party offer which would
have triggered the Mnnesota right. This argunent is
wi thout nerit. Far frompresenting a bar to
adj udi cation, the lack of a third party offer actually
mandat es judgnment in Debtors' favor--as will be seen

END FN

1. Who Held or Succeeded to the M nnesota Right of First
Refusal , After Debtors Filed for Bankruptcy?

As their third question, the parties request the Court to
identify the party which held or succeeded to the M nnesota right
of first refusal once Debtors filed for bankruptcy.



As Plaintiff's counsel aptly notes, the nature of the
M nnesota right of first refusal is different fromthat of the
federal -law right. Section 2219a(a) attaches the federal -l aw right
to the subject real estate, in favor of the farnmer-borrower who
fornmerly owmed it. MNN STAT. Section 500.24 subd. 6 does not
purport to create, attach, or affect any interest in the forecl osed

land itself; rather, it regulates the seller's(FNL9) post-forecl osure

sale or lease of the land, or any other disposition of its
contractual or property rights for consideration which a
foreclosing creditor may make during the enforcenent of those
rights. (FN20) In the ordinary case, the event which triggers the

M nnesota right would occur later in the seller's enforcenent. (FN21)

(FN19) For the purposes of discussion on subd. 6, the term
"seller” will denote the party, fornerly a creditor,
whi ch wi shes to di spose of its post-foreclosure interest
in the |and.

END FN

(FN20) The nodes of disposition which the statute enconpasses
are not limted to a conveyance of title for
consi deration after the expiration of applicable
redenpti on periods; they can include an assignnent of
rights under a sheriff's certificate of sale before the
end of the redenption period. Harbal v. Fed. Land Bank
of St. Paul, 449 N.W2d at 447.
END FN

(FN21) I n the wake of Harbal, it is unlikely that nmany
purchasers woul d now el ect to purchase rights under a
sheriff's certificate as a neans of acquiring forecl osed
real estate. As the purchasers in Harbal found, giving
consi deration at such an earlier point only adds another
possibility for the frustration of the purchaser's goa
of acquisition.

END FN

The farmer-borrower's options for action are narrower; the farmer-
borrower has no rights to demand or to exercise until the seller
has received a third-party offer which is acceptable to the seller
and the farmer-borrower has nothing nore than the senior right to
purchase the property for the same price, regardless of its current
appr ai sed val ue.

The parties have made a nunber of alternate argunents
going to the main issue. The one which is dispositive, however, is
nearly identical to that discussed in connection with the federal -
law right: whether the M nnesota right had even cone into
exi stence as of the date when Debtors filed for bankruptcy. On
this question, the parties' respective positions on the rel evant
date lead to the sanme conclusion for the Mnnesota right as they
did for the federal-law right; if anything, the differences in the
nature of the statutory rights only underline the firmess of the
conclusion for the Mnnesota right.

VWhen Debtors filed for bankruptcy, Plaintiff had not yet
recei ved an offer for the purchase of either tract, or for the
purchase of its rights under the sheriff's certificate, froma



third party, whether acceptable to it or not. It could not have
even entered into a contenporaneousl y-enforceabl e purchase
agreement in the standard sense; it had not yet received a post-
forecl osure conveyance of either tract, and thus did not have
either title, or a certainty of future acquisition of title, to
formthe basis for performance under such an agreenment. There is
nothing in the record to suggest that it had even contenpl ated
selling its rights under the sheriff's certificate; in any event,
it had not received a third-party offer for such a sale. Because
there was no pending third-party offer as of Debtors' bankruptcy
filing, the Mnnesota right had not arisen. The right could not
attach to the two tracts; thus, it was not carried into the estate
with any property right which Debtors held when they went into
bankr upt cy.

Under the statute, Debtors' M nnesota right of first
refusal could come into existence only at a point far along in the
process by which Plaintiff was enforcing its rights and realizing
their value. This point, whenever it could have been, was |ong
after the instant on which the bankruptcy estate was created. As
with the federal right, the Mnnesota right does not fall within
any of the narrow provisions of 11 U S.C. Sections 541(a)(5)-(7).
It did not becone property of Debtors' bankruptcy estate.

Plaintiff and Debtors are entitled to a declaratory judgnment in
their favor on this issue.

D. Oher |Issues, Mot or Not Anenabl e to Deci sion.

The parties have posed several other questions concerning
the M nnesota right of first refusal, separately or as subsidiary
i ssues going to the question just answered. None of these issues
need be addressed at length; with one exception, none of them need
be deci ded.

1. Vitality of Federal and M nnesota
Rights of First Refusal After a Bankruptcy
Filing, Regardless of Who Hol ds Them

In their stipulation of issues of |law, the parties pose
t he questi ons:

Subsequent to the filing of a Chapter 7 bankruptcy
case, do the provisions of 12 U S.C. Section 2219a
have applicability?

and

Subsequent to the filing of a Chapter 7 bankruptcy
case, do the provisions of MNN STAT. Section
500. 24 subd. 6 have applicability?

Apparently, the point of these interrogatives is that
there may be sonmething in the nature of one right or the other that
i s extinguished by the nere fact of a farner-borrower's filing for
[iquidation in bankruptcy, making the right(s) unavailable to al
claimants thereto. Plaintiff, as the party with the nost to gain
froma ruling to this effect, was the nost |ikely proponent of this
position; its counsel, however, did not address the issue as such
in brief or argument. The proposition is defeated by the fact that
neither statute provides on its face that a farner-borrower's right



woul d be extingui shed or nmade unenforceabl e, upon his bankruptcy
filing. The Mnnesota statute, in fact, specifically provides that
a farmer-borrower would retain the right against the clainms of his
bankruptcy estate--so it certainly cannot be said to extinguish the
right in the event of a bankruptcy filing. The suggestion that it
shoul d be otherwi se for either statutory right is somewhat fatuous;
as experience in this Court since 1981 has shown, agricultural
failure, farmforeclosure, and Chapter 7 filings have gone hand-in-
hand. Absent explicit provision on the face of their enactnents,
nei t her Congress nor the Mnnesota |egislature can be presuned to
have intended to bar these renedi al neasures to persons who

ot herwi se obviously need them and are qualified to i nvoke them

2. Constitutionality of Statutory
Exception of Bankruptcy Estate from
Status of "lInmediately Precedi ng Fornmer Oaner"
Wth Right of First Refusal

The Trustee argues, vigorously if not wth consistent
preci sion, that the provision of subd. 6(b) barring a bankruptcy
estate fromasserting the status of an "imedi ately precedi ng
former owner™ with a right of first refusal is unenforceabl e under
t he Supremacy Cl ause of Art. VI, cl. 2 of the United States
Constitution. The question posed is fascinating, if somewhat
deeper than suggested by the Trustee in argument.(FN22) It is
unnecessary to rule upon the constitutional issue, however. The
courts have a duty to avoid constitutional adjudication when
di sputes before them may be resol ved on non-constitutional grounds.
Superi ntendent, Mass. Correctional Institution v. Hll, 472 U S
445, 453 (1985); Ashwander v. T.V. A, 297 U S. 288, 346-7 (1936)
(Brandeis, J., concurring); Cochenour v. Cochenour, 888 F.2d 1244,
1 245-6 (8th Cr. 1989); Cody v. Hlliard, 830 F.2d 912, 919 (8th
Cr. 1987) (Lay, CJ., dissenting); Hedge v. Lyng, 689 F. Supp.

877, 883-4 (D. Mnn. 1987). The statutory issue discussed in
section I'11.C. would be dispositive of the parties' dispute, even
assum ng that the statutory exclusion of the estate was
unconstitutional and unenforceable. Thus, the constitutional issue
is deferred for decision at another time, and in another case.(FN23)

3. Unenforceability of Statutory
Restriction on Assignnment of M nnesota
Ri ght of First Refusal, under 11 U S.C. Section 541(c)(1).

The Trustee argues at sone length that the provisions of
11 U.S.C. Section 541(c)(1)(0) defeat any assertion tthat the

(FN22) The Trustee rather summarily invokes the Supremacy C ause
analysis of In re MKeag, 104 Bankr. 160 (Bankr. D. M nn.
1989) (Dreher, J.), to support his assertion. The

vi ol ati on of the Supremacy C ause which he asserts here

i s nowhere near as clear-cut as the one Judge Dreher
found and invalidated in McKeag, however. There, the

M nnesota Legi slature's purported grant of retroactive
effect to the anmendnent of an exenption |aw, which was
asserted by a debtor in a Chapter 7 case, directly
contravened the provision of 11 U S.C 522(b)(2)(A) that
the "state or local [exenption] law that is applicable on
the date of filing of the [bankruptcy] petition" would
govern. Here, the federal |egislative preenption of the
| egal governance of specific subject matter, if any there



be, is nowhere near as clear. Subd. 6 does not purport
to override 541(a)(1l) by creating rights in farmer-
borrowers and then providing that they cannot pass into
a bankruptcy estate. Rather, it creates renedial rights
in favor of a specified class of parties deened to be
aggrieved; then, it inplicitly finds that a bankruptcy
estate is not aggrieved in the fashion which the statute
is designed to renmedy, and does not nerit the grant of
the rights. The Supremacy Cl ause violation, if any, is
not glaring. The Trustee's argunment gl osses over these
subtleties.

END FN

(FN23) That ot her case woul d appear to be limted to the narrow
fact situation involving farmer-borrowers who went into
bankruptcy during the brief w ndow period between the
tender of a third-party offer to a seller, and the
exerci se or extinction of the resultant M nnesota right
pursuant to the statute. Since it cannot even be said
that the M nnesota right "runs with" the underlying rea
estate or redenption rights, it would be premature for
the estate to assert the Mnnesota right in a case
commenced before the actual making of a third-party
of fer.

END FN

(FN24) The rel evant provisions of 11 U S.C. 541(c) are:

(c) (1) Except as provided in [11
U S.C 541(c)(2)], an interest
of the debtor in property
beconmes property of the estate
under [11 U S.C. 541](a)(1),
(a)(2), or (a)(5) . . .
notwi t hst andi ng any provi sion
in an agreenent, transfer

i nstrument, or applicable
nonbankruptcy | aw -

(A)that restricts or
condi tions transfer of
such interest by the
debtor; or

(B)that is conditioned on
t he insol vency or
financial condition of
the debtor, on the
comrencenent of a case
under [the Bankruptcy
Code], or on the
appoi nt nrent of or taking
possession by a trustee
in a case under [the
Bankruptcy Code] or a
cust odi an before such
commencenent, and that
effects or gives an
option to effect a
forfeiture, nodification,



or termnation of the
debtor's interest in

property.

(c)(2)A restriction on the transfer of a
beneficial interest of the debtor in

a trust that is enforceabl e under
appl i cabl e nonbankruptcy law is
enforceable in a case under [the

Bankr upt cy Code] .

nonassi gnability provisions of subd. 6(nm (FN25) bar the bankruptcy
estate's clainms to the Mnnesota right. Again, because this
bankruptcy estate could not have succeeded to the M nnesota right
springing fromDebtors' relationship to Plaintiff, it is not
necessary to reach the issue of whether the Trustee has the power
to transfer the right for the estate's benefit.

4. Viability of Present Concl usions
In Case Involving Creditor/Seller's
El ection to Lease.

As one of their major issues, the parties have requested
a ruling on whether the various outcones on the main i ssues woul d
be the same, in a case where an acquiring creditor elected to | ease
inventory real estate after post-foreclosure acquisition, rather
than to sell it. They pose this question even though Plaintiff did
not elect to | ease either tract, and apparently never had an
intention to do so. By requesting an adjudication on a
hypot heti cal fact situation, the parties are seeking an advisory
opi nion. The "case and controversy"” requirement of Art. 111
Section 2 of the United States Constitution bars this Court from
rendering such a decision. United Public Wrkers v. Mtchell, 330
U S 75, 89-91 (1947).

ORDER FOR JUDGVENT

On the basis of the foregoi ng Findings of Fact and
Concl usi ons of Law,

I'T 1S HEREBY ORDERED, ADJUDGED, AND DECREED:

1. That the right of first refusal under 12 U S. C
Section 2219a(b) and the right to match a prevailing bid for
purchase at a public offering under 12 U. S.C. Section 2219a(d)
whi ch arose from Debtors' pre-petition legal relationship with
Plaintiff did not becone property of Debtors' bankruptcy estate.

2. That, in any sale of Debtors' two tracts of Waseca
County, Mnnesota farm and, Plaintiff could have proceeded with a
public offering only after affording Debtors their rights of first
refusal under 12 U. S.C. Section 2219a(b). To the extent that

(F25) M NN. STAT. 500. 24 subd. 6(m provides:
(m The right of an inmedi ately precedi ng forner
owner to receive an offer to | ease or purchase
agricultural |and under this subdivision may
not be assigned or transferred except as
provided in paragraph (l), but may be



i nherited.

Subd. 6(1) permits the farmer-borrower's voluntary
transfer of the Mnnesota right, to extinguish it as part
of a conveyance in lieu of foreclosure, or to cure title.

Debtors did not successfully exercise that right, Plaintiff then
was required to afford Debtors their right under 12 U S.C. Section
2219a(d) to match the prevailing bid at any such public offering.

3. That the right of first refusal under M NN STAT
Section 500.24 subd. 6 which arose fromDebtors' pre-petition | ega
relationship with Plaintiff did not become property of Debtors
bankruptcy estate.

4. That the Court declines to address the parties
remai ni ng requests for declaratory relief, as noot or as otherw se
i nappropriate for adjudication on the facts and circunstances
pr esent ed.

LET JUDGVENT BE ENTERED ACCORDI NGLY,

BY THE COURT:

GRECORY F. KI SHEL
U S. BANKRUPTCY JUDGE



