VEMBERS PRESENT

Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representati ve

ALASKA STATE LEG SLATURE
HOUSE RESOURCES STANDI NG COWM TTEE
March 14, 2014
1: 05 p. m

Co-Chair
Co- Chair
Vice Chair

Eric Fei ge,
Dan Saddl er,
Peggy W/ son,
M ke Hawker
Crai g Johnson
Kurt Q son
Paul Seat on

Scott Kawasaki
Geran Tarr

Representati ve
Representative

VEMBERS ABSENT

Al l menbers present

COWM TTEE CALENDAR

HOUSE BI LL NO. 202

"An Act raising the application fee for
hunting of bison to $20; requiring the game managenent plan for
bison in the Delta Junction Bison Range Area to include
mtigation of bison danmage to farm crops and farm and persona
property; and authorizing the conm ssioner of natural resources
to make grants to mtigate or prevent damage caused by bison."

a drawing permt for the

- MOVED CSHB 202(RES) QUT OF COW TTEE

HOUSE Bl LL NO. 207

"An Act establishing the Board of Agriculture, Conservation, and
Devel opnent; transferring the powers and duties of the Natura
Resource Conservation and Devel opnent Board to the Board of
Agriculture, Conservation, and Devel opnent; transferring to the
Departnent of Comrerce, Community, and Econom c Devel opnent the
authority to approve loans from the agricultural revolving |oan
f und; termnating the Natural Resource Conservation and
Devel opment Board; and providing for an effective date.”

- HEARD & HELD

PREVI QUS COW TTEE ACTI ON

HOUSE RES COW TTEE March 14, 2014



BILL: HB 202

SHORT TI TLE: BI SON DRAW NG PERM T FEES

SPONSOR( S) :

04/ 10/ 13
04/ 10/ 13
02/ 21/ 14
02/ 21/ 14
02/ 21/ 14
02/ 28/ 14
02/ 28/ 14
02/ 28/ 14
03/ 12/ 14
03/ 12/ 14
03/ 14/ 14

IIITITTITT2Z

BILL: HB 207
SHORT TITLE. AGRI CULTURE;
SPONSOR( S)

04/ 12/ 13
04/ 12/ 13
02/ 05/ 14
02/ 05/ 14
02/ 05/ 14
02/ 28/ 14
02/ 28/ 14
03/ 14/ 14

IIIT22I33

W TNESS REG STER

DOUG VI NCENT- LANG, Direct
Division of Wldlife Cons
Al aska Departnent of Fish
Anchor age, Al aska
POSI TI ON STATEMENT:  Test
M CHAEL PASCHALL, Staff
Representative Eric Feige
Al aska State Legislature
Juneau, Al aska
PCOSI TI ON  STATEMENT:
behal f of the sponsor, Re
M CHAEL PASCHALL, Staff
Representative Eric Feige
Al aska State Legislature

HOUSE RES COW TTEE

Answer ed questions

REPRESENTATI VE(s) FEI GE

READ THE FI RST TI ME -
RES, FIN

RES AT 1: 00 PM BARNES 124
Heard & Hel d

M NUTE( RES)

RES AT 1: 00 PM BARNES 124
Heard & Hel d

M NUTE( RES)

RES AT 1: 00 PM BARNES 124
MEETI NG CANCELED - -
RES AT 1: 00 PM BARNES 124

REFERRALS

AGRI CULTURAL LOANS

REPRESENTATI VE(s) FEI GE

READ THE FI RST TI ME -
RES, FI N

RES AT 1: 00 PM BARNES 124
Heard & Hel d

M NUTE( RES)

RES AT 1: 00 PM BARNES 124
Schedul ed But Not Heard
RES AT 1: 00 PM BARNES 124

REFERRALS

or
ervati on
& Gane (ADF&G

ified on HB 202.

rel ated
presentative Feige.

to HB 202 on

March 14, 2014



Juneau, Al aska
POSI TI ON STATEMENT: Qutlined the changes in HB 207, Version R
on behalf of the sponsor, Representative Feige.

FRANCI HAVEMEI STER, Director

Di vision of Agriculture

Department of Natural Resources (DNR)

Pal mer, Al aska

POSI TI ON STATEMENT:  Answer ed questions regardi ng HB 207.

KRI STIN CURTI S, Auditor

Di vision of Legislative Audit

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT:  Answered questions regardi ng HB 207.

TODD PETTIT, Farmer; Chair

Pal mer Soil and Water Conservation District

Pal mer, Al aska

PCOSI TI ON STATEMENT: Testified in opposition to Version R, the
proposed conm ttee substitute to HB 207.

ARTHUR KEYES, Far ner
Pal mer, Al aska
POSI TI ON STATEMENT: Testified in opposition to HB 207.

ROBERT RI DDLE, Far ner
Fai r banks, Al aska
POSI TI ON STATEMENT: Testified during the discussion of HB 207.

DON BERBERI CH, Farner; President

Al aska Far m Bur eau

Pal mer, Al aska

PCOSI TI ON STATEMENT: Testified in opposition to HB 207.

JOHN SCHI RACK, Producer

Pal mer, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 207.
CAROL KENLEY, Farmer

Pal mer, Al aska
PCOSI TI ON STATEMENT: Testified in opposition to HB 207.

ACTI ON NARRATI VE

1: 05: 54 PM

HOUSE RES COW TTEE - 3- March 14, 2014



CO-CHAIR DAN SADDLER called the House Resources Standing
Committee neeting to order at 1:05 p.m Represent ati ves Seat on
A son, P. WIlson, Tarr, Kawasaki, Hawker, Feige, and Saddler
were present at the call to order. Representative Johnson
arrived as the neeting was in progress.

HB 202- Bl SON DRAW NG PERM T FEES

1: 06: 12 PM

CO- CHAIR SADDLER announced that the first order of business
woul d be HOUSE BILL NO. 202, "An Act raising the application fee
for a drawing permt for the hunting of bison to $20; requiring
t he gane managenent plan for bison in the Delta Junction Bison
Range Area to include mtigation of bison damage to farm crops
and farm and personal property; and authorizing the comm ssioner
of natural resources to nmake grants to mtigate or prevent
damage caused by bison.” [Before the commttee was Version P.]

1: 06:49 PM
CO- CHAIR FEIGE stated HB 202 intends to solve a problem that has

existed in the Delta community since the 1950s. The bison herd
was introduced in the 1920s and has grown significantly since

the Delta barley project was started in the early 1980s, in
part, due to Al aska Department of Fish & Ganme's excellent gane
managenent . He reported one unintended consequence is that

bi son work their way into the barley fields just prior to the
crop bei ng harvest ed.

CO CHAIR FEIGE said the only economc way to prevent bison from
going onto the crop fields is to construct sturdy high fences,
whi ch are expensive and costly. Hunters enjoy the benefits of
hunting the bison and significant interest exists in harvesting
bison inthe limted permts issued each year.

COCHAIR FEIGE said he would like to raise revenue for the state
that does not conflict wth the federal funds that the state
receives from for fish and game purposes. Under the bill, the
additional revenue raised would allow the DNR to make grants not
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exceeding the revenues from hunting fees and could augnent the
existing soil and water conservation district's program that has
gradually been fencing off barley fields for farnmers in the
Delta area. He offered his belief that HB 202 represents a
suitabl e conprom se between the user groups - the [Delta Bison
Wor ki ng Group] and the group [hunting or view ng the bison].

1:10: 32 PM

REPRESENTATI VE P. WLSON asked how often these bison stanpede
and whether a fence will stop a stanpede.

DOUG VI NCENT-LANG, Director, Division of WIdlife Conservation
Al aska Departnment of Fish & Game (ADF&G, answered that it is
probably nore an exception than the norm for the bison as they
tend to ranble; however, he acknow edged it does occur.

M CHAEL PASCHALL, Staff, Representative Eric Feige, Al aska State
Legislature, replied that he has not heard of a significant
stanpede in the nine years that he has lived in Delta Junction
He expl ai ned the bison have a "laid back" deneanor so it takes a
ot of effort to get them noving. He agreed that a fence would
not stop stanpeding bison nor would nbst structures. I n
response to a question, he anticipated that the grant program
woul d be ongoing until the grants were no |onger needed. He
didn't think hunting fees will be reduced since the funds can be
put to good use through the ADF&G funds and the federal match.

1: 13: 59 PM

REPRESENTATI VE SEATON, referring to Version P, asked whether the
$20 increase in fees is under AS 16 and goes to the fish and
ganme fund. He noted the requirement under page 2 of Version P
[in Section 3] wwuld anmend AS 38.05, which neans the
comm ssioner of DNR is not obligated to carry out these
provi sions unless an inter-agency transfer from ADF&G occurs.

MR. PASCHALL answered yes; but specified the fee transfer is not
being required to be done through a reciprocal services
agreenent. He clarified that the comm ssioner of DNR woul d nake
t he arrangement to obtain the funds through appropriation.
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MR. PASCHALL clarified the [Delta Bison Wrking Goup] process
has been ongoing for several years. He pointed out that the
bill represents the recommendations the working group nade.
These recommendations were in the managenent plan that recently
went to the Board of Gane for approval, but it does require
| egi sl ative action.

1:15: 46 PM

CO CHAIR SADDLER inquired as to the [Delta Bison] working group
menber shi p.

MR. PASCHALL responded that he didn't specifically recall who
the menbers were but nost are people from the community,
including representatives from agriculture, tourism hunting,
and a | ocal business owner. He characterized the working group
as a fairly-well represented group, although the farnmers are
al so hunters so everyone had a hunting interest.

1:16: 27 PM

REPRESENTATI VE KAWASAKI referred to page 1, Version P, to
| anguage deleted, "[BUT IS NOT LIMTED TQ" and asked for
further clarification.

MR. PASCHALL answered that is a drafting procedure that he has
observed in other bills so "nust include" has been used.

REPRESENTATI VE HAWKER recall ed that when the revisor's bill was
previ ously brought before the floor that as previously described
"[BUT IS NOT LIMTED TQ " had been the standard in the drafting
manual .

REPRESENTATI VE KAWASAKI referred to page 2, line 4, Version P,
to paragraph (4), which read, "preventing bison danage to farm
crops and farm and personal property.” He asked for further
clarification on what could be included besides fencing and if
moving animals or culling animl populations would also be
i ncl uded.
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MR. PASCHALL believed any of the aforenentioned itens could be
i ncl uded. He said the nmanagenent of the bison range is limted
to the bison range, which he recalled was about 40,000 acres.
Al though it isn't all state-owned l|and, the mmjor purpose of
creating the bison range was to prevent damage by hol ding bison
south of the highway prior to the harvest season

1:19: 02 PM

REPRESENTATI VE KAWASAKI asked whether the free-ranging bison are
controll ed since these bison can go through fences.

MR. PASCHALL answered that the working group recommended fencing
as the only option, noting that 200 ani mals woul d not be stopped
by anything short of thick concrete or steel walls. The
original intent was to maintain a free-ranging bison herd and
the recommendation in the fish and ganme nmanagenent plan was to
fence in the farns to keep bison out. He acknow edged bison
have the ability to run through fences, but he characterized it
as an exception, a very rare exception.

REPRESENTATI VE KAWASAKI asked whether this managenent is the
standard provision for animal herds outside the Delta Bison

Range. Since there are lots of free-ranging animal herds in
Al aska, he asked whether it is the policy to conpensate other
private |andowners. He pointed out nmoose live in Creaner's

Field [Mgratory Waterfow Refuge] but they sneak out and eat
punmpki ns from | andowners. He wondered if this policy is limted
to the bison herds or if it applies to other species.

MR. PASCHALL deferred to ADF&G but said it is a policy question
as to whether |andowners should be conpensated. He said that
these bison were introduced for recreational hunting so people
are receiving conpensation for econom c harm caused by them He
hi ghli ghted another exanple would be expenditures the state
makes to eradicate northern pike which were been brought into
Al aska, but found to harm other fish

1: 22: 20 PM
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CO-CHAIR FEIGE indicated the sponsor's intent is that this is a
specific mtigation neasure in a specific area for comercial
agricul ture.

[ The foll ow ng exchange is verbatim]

REPRESENTATI VE TARR: One enmail we had received fromthe Sal cha-
Delta Soil and Water Conservation District talking about their

bi son fencing program and that they oppose the bill, which is
kind of a surprise to ne. But |I'm just wondering do you see
this as a conplinent to what they mght be doing and give it a
l[ittle unph because they'|ll be additional dollars avail able.

CO CHAI R SADDLER: Representative Tarr, could you clarify which
letter that is?

REPRESENTATI VE TARR It's the one from Donald Quarberg. ... |
received it and every nmenber of this commttee is copied on this
email and it just has a picture attached of their bison fencing
program But I'mnot sure it nade it into the packet, it is in
our email . ... wanted to just have your thoughts on that; it
seens |like this could be a great conplinent to it because there
woul d be additional resources available, and so | was surprised
by that.

MR PASCHALL: Representative Tarr, through the chair, if |
could ask one question back to clarify for the answer and that
is: you're assumng that Don Quarberg represents the soil and
water district?

REPRESENTATI VE TARR: Through the chair, thank you. ... | had
received two emails from him In the first email he did show
some connection to that organization and maybe that was not
accurate, so | would appreciate any clarification on that too.

MR. PASCHALL: Representative Tarr, through the chair. Don
Quarberg used to be the extension agent and used to be the soi
conservation agent for the [U S. Departnment of Agriculture] USDA

and left those positions nunerous years ago. And since that
time has been a very vocal opponent to agriculture in the area
and he's also a very ... active hunter and chairs the ... l|oca
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Fish & Gane advisory conmttee. And he has been very vocal in
his opposition to any assistance to the farnmers in any way,
under any circunstances, including objecting during discussions
about the USDA Farm bill and the prograns that are available for
agriculture nationally. And the conservation and reserve
program which interestingly pronotes wildlife habitat, but he
refers to it as a handout to farnmers, and goes on and on.

REPRESENTATI VE TARR:  Thank you.
1:25:17 PM

REPRESENTATI VE HAWKER commented that he personally does not see
a conpelling reason for this |egislation. He doesn't oppose
nmovi ng HB 202 out of commttee, but he does so with reservation.

REPRESENTATI VE JOHNSON remarked that the bison were introduced
in 1928 but the farns were established in 1978. He i nquired
whether this issue is simlar to sonmeone buying a honme next to
the airport and then conpl ai ni ng about the noi se.

CO- CHAIR FEI GE responded the farmers had to sign docunents that
they would not hold the government responsible for the bison at
that tinme the Delta barley projects were started in the late

1970s. However, the size of the herd has nearly doubl ed. I n
1978, the herd consisted of 250 animals and today it is 450
ani mal s, in part, due to state nmanagenment for nmaxi num

sustai nabl e yield. He acknow edged that the farmers do not have
direct recourse to the state, but it is also a matter of
fairness. There are two conpeting user groups consisting of
farmers trying to make a living and hunters enjoying the sport
and subsi stence aspect of hunting. He offered his belief that
this bill seens |ike a fair conprom se to address an ongoing
pr obl em He pointed out that the ADF&G study group recommended
this remedy to resolve the problem

REPRESENTATI VE KAWASAKI was unsure that this is the state's
responsi bility. He pointed out he does not get noney from the
state when npose eat his punpkins from his garden. He was
unsure that it was the hunter's responsibility, yet this bill
woul d double the permt fees although he noted these fees are
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nmodest . He nmaintained he was not convinced this bill is
necessary.

REPRESENTATI VE P. WLSON renarked that the current $10 fee is
very small so an increase to $20 would constitute a very small
increase to provide assistance to the farners.

REPRESENTATI VE SEATON remarked that the fee increase is
necessary and since it provides matching funds he favors the fee
I Nncr eases. He did not think DNR woul d have superfluous anounts
of nmoney for grants, plus he thought the applicability of the

ot her sections will not come to fruition. Thus, he supports
nmoving the bill for that reason
1:31: 57 PM

CO CHAIR FEIGE noved to report the proposed conmttee substitute
(CS) for HB 202, Version P, |abeled 28-LS0412/P, Bullard,
2/ 24/ 14, out of commttee wth individual recomendations and
t he acconpanying fiscal notes. There being no objection, the
CSHB 202(RES) was reported from the House Resources Standing
Comm ttee.

The commttee took an at-ease from1:32 p.m to 1:36 p. m

HB 207- AGRI CULTURE;, AGRI CULTURAL LQOANS

1: 36: 21 PM

CO CHAI R SADDLER announced that the next order of business would
be HOUSE BILL NO 207, "An Act establishing the Board of
Agriculture, Conservation, and Developnent; transferring the
powers and duties of the Natural Resource Conservation and
Devel opnent Board to the Board of Agriculture, Conservation, and
Devel opnent ; transferring to the Departnent of Commerce,
Community, and Econom c Devel opnent the authority to approve
| oans fromthe agricultural revolving |oan fund; termnating the
Nat ur al Resource Conservation and Devel opnent Boar d; and
providing for an effective date." [Before the conmmttee was
Version (.

HOUSE RES COW TTEE -10- March 14, 2014



1: 36: 30 PM

CO CHAIR FEIGE noved to adopt the proposed conmttee substitute
(CS) for HB 207, Version R, |abeled 28-LS0675\R, Martin, 3/7/14,
as the working docunent. There being no objection, Version R
was before the conmttee.

1: 36: 58 PM

M CHAEL PASCHALL, Staff, Representative Eric Feige, Al aska State
Legi sl ature, outlined the provisions of Version R He sai d that
Version R renoves the provisions that pertain to the Natural
Resources Conservation and Devel opnment Board (NRCDB) from the
bill. He referred to the sectional analysis provided by [H lary
Martin, Legislative Counsel, Division of Legal and Research
Services, Legislative Affairs Agency, dated March 13, 2014] and
stated that paragraph two sunmarizes this change. He expl ai ned
that Version R represents a rewite of HB 207. He offered to
review the bill by section. He said that Section 1 repeals and
reenacts AS 03.09.010 (a), which would establish the Board of
Agriculture and Conservation (BAC) in the DNR This section
al so specifies the nmenbership of the board which consists of 10
menbers, including three ex officio nonvoting nenbers. Four
voting nmenbers nust be engaged in commercial agriculture and at
| east one nmenber is fromeach of the four judicial districts.

1: 39: 28 PM

MR. PASCHALL stated that Section 1 identifies one nmenber nust be
a land user in the soil and water district. One nenber nust
have a business and financial interest, but that person cannot
be engaged in commercial production agriculture. He highlighted
that these positions are current positions on the board. Thi s
section also would add a new board nenber, who nust have
experience in the preparation, storage, processing, handling,
sale, or marketing of food products in a wholesale or retai

environnent, but cannot be engaged in conmrercial production
agriculture. He characterized this position as being the one
t hat represents t he downst r eam process of farm ng.
Additionally, three ex officio nenbers were added, including the
conmi ssi oner  of DNR, the comm ssioner of Departnment  of
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Environnental Conservation (DEC), and the chancellor of the
University of Al aska Fairbanks or the chancellor's designee from
the Cooperatives Extension Service or the School of Natural
Resources and Extension. Section 2 would repeal and reenact AS
13.09.010 (d). This provision would prohibit an individual from
serving on the board if he/she had applied for or restructured a
| oan application. He rem nded nenbers one purpose is to nobve
approval to the Departnment of Commerce, Community & Econonic
Devel opnent (DCCED) and this provision limts people who wish to
obtain a loan from serving on the board. This would allow a
person with a |lease, permt, installnent contract, or |oan under
AS 03.10 or AS 38.05 to be appointed to the board, but the
person may not take any official action that would affect their
own | ease, permt, installnment contract, or | oan.

1: 40: 15 PM

MR, PASCHALL said Section 3 requires the board to neet at | east
f our times a year and defines "commerci al producti on
agriculture” as soneone -engaged wth the intent to sel
agriculture products greater than a val ue of $5, 000.

MR. PASCHALL related that Section 4 addresses the powers of the
board, including advising the comm ssioner of ADF&G and DEC on
I ssues, permtting, regul ati ons, and the protection of
agriculture and food industry to broaden the econom c base of
the state and to protect consuners.

CO CHAI R FEI GE enphasized that the current statutory authority
for the board would limt the board to approving ARFL |oans.
This bill would request that the BAC have a nmuch greater say on
agricultural policy for the state. He clarified that the board
does not currently have this statutory authority.

1:41: 36 PM
MR. PASCHALL explained that the policies are listed in this
section. Since the |oan approval functions are transferred to

the DCCED under the bill, it was inportant to retain the board's
ability and expertise to review any loans that were denied or
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appeal ed since extenuating circunstances nmight exist unique to
agricul ture.

MR. PASCHALL referred to page 4, line 7-20, which is existing
| anguage wth the exception of Iline 14, paragraph (4), which

read, "ensure the wise use of the state's natural resources
t hrough conservation of its soil and water;". Thi s | anguage
cane from the soil and water districts in the state and was

added since part of agriculture and farmng consists of
conservi ng resources.

1:42: 53 PM
MR. PASCHALL referred to page 4, lines 21-24, which adds new
| anguage in paragraph (7), which read, "recommend to the

University of Al aska Cooperative Extension Service or School of
Nat ural Resources and Extension prograns and activities that

will further the pronotion, regulation, and protection of the
agriculture and food industry, broaden the econom c base of the
state, and protect consuners; and.” He indicated the goal is to

make this a policy board to make recommendations to the agencies
i nvolved in farm ng.

MR. PASCHALL referred to page 4, |line 25 to paragraph (8),
"adopt regul ations.” He pointed out that line 28 establishes
guidelines for approval of energency |oans since the board
currently approves the loans and wll need to wite the

gui del i nes.

MR. PASCHALL stated that Section 5 is existing |anguage, naking
conform ng clarifications.

MR. PASCHALL related that Section 6 specifies five voting
menbers of the board are necessary for a quorum and voting
purposes to ensure statewide input on agricultural policy
deci si ons.

1:44: 23 PM
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MR. PASCHALL said Section 7 would allow the board to adopt
regulations to carry out its duties, including establishing fees
for services provided.

MR. PASCHALL stated that Section 8 is existing |anguage and
makes conform ng |anguage and Section 9 is existing |anguage
that defines "agriculture"” and "board."

MR. PASCHALL related that Section 10 would add a new section
regarding loans from the agriculture revolving |oan fund. | t
woul d require the DCCED to approve |loans from the fund and sets
out the types of |oans that may be approved.

1: 45: 10 PM

MR. PASCHALL highlighted that paragraphs 1-8 are an existing
| oan activities of the board. He indicated that paragraph (9)
was added relating to commercial production or processing of
lime products |imting extraction to at |east 50 percent for
agricul tural purposes.

MR. PASCHALL pointed out paragraph (10) would allow a shop with
50 percent of its activities related to agriculture to be
eligible for a |Ioan. For exanple, one nechanic in Delta
Junction perfornms nearly all his work on agricultural equipnment
and woul d be eligible for a | oan under the new program

MR. PASCHALL stated that Section 11 provides conform ng | anguage

but does not change the terns of the process. He related that
Section 12 is existing |language, but provides the mninum rate
for a loan may not be less than three percent. He stated that

Section 13 is also existing |anguage and specifies that the DNR
receives the paynents on behalf of the state.

MR. PASCHALL noted Section 14 is existing |anguage but would
renove a reference to a fixed rate of interest for farm
processing loans, which is located in other portions of the
bill. He said Sections 15 is existing |anguage but is
conform ng | anguage. Section 16 would Iimt the interest rate
to not less than three percent.
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1: 47:53 PM

MR. PASCHALL stated that Section 17 would require funds from
assignnments of proceeds under this section to be deposited in
the agricultural revolving |oan fund. He said Section 18 is
exi sting |anguage, requiring excess proceeds collection from an
assignment to be refunded to the applicant.

MR. PASCHALL stated that Section 19 is conform ng | anguage that
woul d change a reference fromthe board to the DCCED and Section
20 provides a clarification and would anend the definition of
"nonfarm use." Section 21 would allow the Ilegislature to
appropriate noney from the fund for the costs of adm nistering
t he | oan program under AS 03. 10.

MR, PASCHALL said that Section 22 maintains that the board is
responsible for admnistering the agricultural revolving |oan
fund. Sonme confusion has occurred in that sonme think the |oan
fund has been noved to the DCCED, however, the loan fund remains
with the Board of Agriculture and Conservati on.

CO- CHAIR FEIGE added that Legislative Budget and Audit (LB&A)
recommended noving the Agriculture Revolving Loan Fund (ARLF) to
DCCED. He offered his belief that a significant benefit can
occur by retaining the current structure but allowing the fund
to be adm nistered by the board and operated under the Division
of Agriculture. The | oan approval authority would be noved to
remove the conflict away from the board and expand the pool of
t hose who can serve on the board. This would allow the board to
be a greater vehicle for policy advice to the state.

1: 51: 26 PM

MR. PASCHALL explained that Section 23 reinserts |anguage to
allow interest rates to be fixed to encourage agricultural

devel opnent but not subsi di ze non- vi abl e agricul tural
enterprises. The rates cannot discrimnate against viable
existing agricultural enterprises but are conparable to rates
charged by other agricultural Ilending institutions. One

provision would allow the board to set the interest rate |ower
than a conparable rate if the existing |loan or application has
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been denied by other Ilenders, falls wthin a particular
geographical area, or a particular activity that the board
considers to be a priority in the developnent of the
agricul tural industry.

MR. PASCHALL stated that Section 24 is existing |language wth
the except for the definition of "departnment"” as being the DCCED
i nstead of DNR Section 25 would repeal statutes not needed
Section 26 would provide transition |anguage to dissolve the
exi sting board and reappoint a new board with staggered terns.

1:53:17 PM

REPRESENTATI VE HAWKER, referred to AS 03.10.025 in Section 10 of
the bill, which provides the departnent with the authority to
make the | oans. He related his understanding that subsection
(b) would provide the constraints. He asked whether this would
essentially |l eave the "fox in charge of the hen house."

MR. PASCHALL answered that the goal was to continue oversight of
the program by allowing those nost famliar with agriculture to
set policies while still ensuring that the loans neet the
criteria under the DCCED s review.

1:54: 59 PM

REPRESENTATI VE HAWKER nmi ntained his concern that the policy
making authority remains under the board. Al t hough he
understood the intent, he suggested that the regulated are
maki ng the regul ations. He characterized the prior operation as
being incredibly "self-serving."

REPRESENTATI VE SEATON referred to page 6, line 7, which would
give the departnment the ability to approve loans limted to
i ndi viduals or corporations, but |eaves out cooperatives. He
asked the sponsor whether |anguage could be added to add
cooperatives, on page 6, line 7, after partnership.

MR. PASCHALL said there would be no objection. He suggested

that normally the cooperative would be a corporation, but he
offered to check into it.
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1:57:57 PM

REPRESENTATI VE JOHNSON i nqui red whether there is a definition of
"tel econference. ™ For exanple, and whether that would include
Skype or vi deo-conferences.

COCHAIR FEIGE related his wunderstanding that in addition to
tel ephone it would all ow vi deo-conferences or Skype.

REPRESENTATI VE  JOHANSON  suggested that vi deo-t el econf erence
simlar to the |egislative conferencing.

COCHAIR FEIGE answered it would be sonme type of real-tine
t el econf erence net hod.

REPRESENTATI VE JOHNSON agreed; but cautioned against allow ng
texting or e-nmail as a neans to participate.

CO CHAI R SADDLER suggested that the sponsor could find out if a
general definition exists.

REPRESENTATI VE JOHNSON suggested it may be in statute.
2:00: 04 PM

REPRESENTATI VE P. WLSON asked whether DNR will add extra staff
to process the additional |oan applications. In response to a
guestion for clarification, she asked whether DNR would be
i nvol ved with regul ati ons adopted by the board.

COCHAIR FEIGE related his understanding that this would
essentially give +the board statutory authority to adopt
regul ations that govern the Agricultural Revolving Loan Fund
(ARLF); however, the actual approval authority for the |oans
rests with board. The application would be reviewed by DCCED
for approval, and if an applicant appealed the decision, it
woul d cone before the board to obtain a recommendation for the
comm ssioner of DNR as to whether the | oan shoul d be approved.

2:02: 47 PM
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REPRESENTATI VE TARR recalled sone opposition to taking away the
authority for | oan  approval . She said one of t he
recommendations for this stemmed from the recent audit. She
understood the audit was to review the past five years but it
actually went back to the inception of the fund. Thus, sone of
the information didn't clearly reflect that significant changes
had been made in the managenent to ensure success.
Additionally, sone of the |oss was due to some funds being swept
to pay for the Division of Agriculture's operating expenses but
weren't related to failed agricultural projects. She requested
further clarification.

FRANCI HAVEMEI STER, Director, Directors Ofice, Division of
Agriculture, Departrment of Natural Resources (DNR), responded
that is correct. The audit called for a review of the past five
years dating back to 2009. She related her understanding that
of the 66 percent loss of funds reported in the audit, $41
mllion was noved out of the Division of Agriculture, some of
which was appropriated to operate the division, wth a portion
returned to the general fund for forest fire activities in the
Di vision of Forestry.

KRISTIN CURTIS, Legislative Auditor, D vision of Legislative
Audit, Alaska State Legislature, explained a section of the
audit describes the historical perspective of the fund fromits
i nception. This provides sone understanding on the bal ance of
the fund and how the equity has declined. The reconmmendati ons
in the audit are based on auditor's reviews of |oans from the
past five years. She characterized these as being current audit
recomendat i ons.

2:06: 07 PM
REPRESENTATI VE JOHNSON shared Representative Hawker's concern
about the "fox guarding the hen house.” He inquired whether a

separate approval process could be devel oped for regul ati ons.

CO-CHAIR FEI GE asked for further clarification on whether he was
referring to regulations adopted by the board, such that the
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regul ati ons woul d be approved by the conm ssioner of DNR rather
t han t he board.

REPRESENTATI VE JOHNSON wondered if someone el se could do it.
CO CHAI R FEI GE agreed they coul d.

REPRESENTATI VE HAWKER said this is exactly what he wanted to put
on the table as a neans to seek common ground sol utions. He
suggested that the departnent do the admnistrative work by
approving the | oan, but based on having the regul ati ons proposed
by the board be subject to approval by the DCCED s conm ssioner
prior to adoption. He suggested that this would provide dua
control over the adm nistrative process.

M5. CURTIS replied that her division takes no position
However, she noted that the audit makes a recommendati on about

inproving regulations to whonever admnisters the fund. The
Board of Agriculture and Conservation (BAC) board could
inpl ement the recommendations in ternms of inproving the
regul ati ons. The DCCED s conm ssioner could approve the

regul ati ons. The auditors believe inprovenments need to be made
but leaves it up to policymakers to decide who best decide
serves that role.

CO- CHAIR SADDLER indicated the process could be revised that
woul d result in inproved regul ations.

MR. PASCHALL, addressing the previous question, agreed this is
something that could be reviewed. He pointed out that the
| egislature has a review comrittee for regulations which could
serve that purpose in the final process.

2:10: 50 PM

REPRESENTATI VE HAWKER said that two nenbers of that review
committee serve on this commttee. He pointed out that this
function is not a role of the Administration Regul ation Review
Committee since it has a broad oversight role but does not have
a policy-making role. In this instance, the legislature wants
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to make sure that the control is established at a policy-nmaking
| evel .

REPRESENTATI VE JOHNSON noted the distinction between approval
and review. In this instance he thought the commttee is
interested in approval.

MR. PASCHALL pointed out that putting in some type of approval
process woul d be seen as a positive nove.

CO- CHAI R SADDLER related the bill will be before the commttee
agai n.

2:11:46 PM

REPRESENTATI VE KAWASAKI asked how the administration of other
revol ving |l oan funds works and whether this proposal is simlar

to those, such as for the Commercial Fishing Revolving Loan Fund
( CFRLF) .

M5. CURTIS explained that the CFRLF s approval process is done
by a conmttee of |oan officers. She noted the audit report
conpares the admnistration of the loan fund to various
conparabl e | oan funds and highlights the differences. The audit
concludes it is unusual to have a board such as the BAC board
involved in approving the | oans. However, the departnment does
make the point that it is there for a unique reason. She
reiterated that they are very different funds, but the audit
hi ghl i ghts di fferences between conparable funds in the report.

2:13: 03 PM

REPRESENTATI VE TARR agreed wth Representative Hawker and
Representative Johnson that a great solution mght be for the
DCCED s conmm ssioner to approve new regulations but to currently
keep the responsibility under the BAC The legislature could
help ensure that the fund stays solvent and that funds are
avai lable for agricultural devel opnent . She noted many
| egislators are conmtted to this goal.
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CO CHAIR FEI GE asked for further clarification on why approval
for regulations would be up to the DCCED s conmm ssioner and not
DNR s comm ssi oner.

2:14: 06 PM

REPRESENTATI VE TARR answered that the DCCED oversees other |oan
funds, the audit nakes reconmendations, and from discussions
with the auditors, it seens as though the DCCED would be nore
famliar with the financial managenent the DNR She
acknowl edged she has thin know edge in this regard, but people
were not confortable with fully renmoving the responsibility from
t he BAC.

REPRESENTATI VE HAWKER mai ntained it is a policy call. He agreed
with Representative Tarr. From a regul atory-naki ng perspecti ve,
it makes sense that the DCCED s regulations are the ones being
i npl enented since DCCED approves the |oans. However, it crosses
the line by giving an entity within DNR the potential authority
to propose the regulations, but the DCCED would approve them
He questioned asking DCCED to enforce sonething conpletely and
totally structured in DNR He said if the nmatter dealt wth

resource managenent, forestry, or | and i ssues, the DNR
comm ssioner would be the proper place to vest the authority;
however, in this case an economc activity, the loan fund, is

clearly within the bailiw ck of commerce.

2:17: 08 PM

CO CHAI R SADDLER opened public testinony on HB 207.
2:17:24 PM

TODD PETTIT, Farmer and Chair of the Palnmer Soil and Water
Conservation District, thanked Representative Feige for pulling
the Natural Resource Conservation and Devel opnment Board nerger
out of the bill. He testified in opposition to HB 207. First,
the changes to the BAC and ARLF statutes would be bad for the
agricultural producers in the state since the bill does not
streanml i ne governnment nor does it support the intent of the ARLF
| oan program He read the policy of the ARLF, as follows, "It
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is the policy of this chapter to pronote the nore rapid
devel opment of agriculture as an industry throughout the state
by nmeans of long-termlowinterest |loans.” Allow ng the program
to be placed into DCCED woul d negate this policy by layering it
wi th unneeded governnent bureaucracy. One of the many benefits
of the BAC, after l|oan approval, has been its expediency in
processing loans and issuing funds to farners. Further, he
enphasi zed the inportance a clear and transparent board, which
BAC has achieved by follow ng the guidelines of who may serve on
the board. Version R would elimnate this transparency by
allow ng a producer with a current ARLF |oan to sit on the board
or to apply for a loan, which creates huge conflict of interest
and conpletely renmoves the original intent of this bill and the
specific policy.

MR. PETTIT testified that the majority of producers and farners
are also against this bill and it is sinply bad for agriculture
in the state. He observed that the industry is growng by |eaps
and bounds, that it is an exciting tine to be involved in
agriculture in Al aska, and he cautioned against adding
encunbering bureaucracy to an expanding and devel opi ng resource
in Al aska.

2:20: 35 PM

CO CHAI R SADDLER asked for further clarification on the comrent
that a majority of farnmers are opposed to this. He asked
whet her he was speaking as the director of the Palnmer District.

MR. PETTIT reported that the Palner District board, the WMatsu
Val |l ey Farm Bureau, and the other conservation districts within

the state are all opposed to the bill. He acknow edged he is
speaki ng today as a producer, but he has been involved in the
hearings and proceedings on this bill and reported his sense of

wi despread opposition to the bill.
2:21:59 PM
ARTHUR KEYES, Farner, expressed his opposition to HB 207. He

said he finds the statenent of "the fox guarding the hen house"
to be offensive and unfair to the current BAC board whose
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menbers have invested their time in agriculture and care about
the farmng industry. He agreed with M. Pettit and noted he
has al so spoken to many producers and the majority of farners
oppose the bill. He surm sed that anyone supporting this is in
the mnority so he encouraged the conmttee to kill this bill.
Further, if commttee nenbers are concerned about food security
in Alaska, this bill should be killed. He has shown visitors
the unlimted innovation and opportunities on his farm however,
| egi sl ative support will go a long way in assisting innovation
to survive and thrive, to preserve food security, and to
strengthen and "grow' it.

2:24: 37 PM

REPRESENTATI VE TARR clarified that the corment "the fox guarding
the hen house" referred to changes made in Version R that wll
all ow soneone currently serving on the BAC to also apply for a
| oan, which current statute prohibits. She asked M. Keyes' to
weigh in on the BAC retaining authority for |oan approval,
allowing the BAC to draft regulations, but DCCED having final
approval on new regul ati ons.

MR. KEYES agreed the proposed comrittee substitute [Version R]
m ght create that aforenentioned situation; however, adding nore
safeguards would also <create nore bureaucracy that isn't
necessary since existing law contains appropriate safeguards.
He questioned allow ng soneone to serve on the board and obtain
a loan, which he viewed as a conflict of interest.

2:27:29 PM

CO CHAIR FEIGE queried how M. Keyes believes the bill would
create nore bureaucracy since it doesn't add additional people.

MR. KEYES suggested that it would increase the size of the
board, would add ex officio nenbers, and a financial person
woul d review the application, who would subsequently submt it
to the DCED for |oan officer approval. He questioned how it
woul dn't create nore bureaucracy.

2:28: 56 PM
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CO CHAIR FEIGE, regarding the conflict of interest issue, said
the main point of HB 207 is to provide nore statutory policy
advice to the Division of Agriculture and the departnent. The
existing conflict of interest - the approval authority resting
with the board - would be renobved by having a separate entity,
DCCED, approve | oans. He disagreed that HB 207 creates a
conflict since the approval authority would not reside with BAC.

MR. KEYES acknow edged he m ght be msunderstanding the bill,
but he understood that Version R would all ow soneone with a | oan
to serve on the BAC, which seened |like a conflict of interest.

2:30: 35 PM

COCHAIR FEIGE related his understanding that the current
conflict of interest is that sitting board nenbers wll be
approving | oans. Renoving the |oan approval authority would
elimnate the conflict of interest offered his belief that this
bill would increase the pool of applicants that could serve on
this board.

MR. KEYES responded that the current system regardless of the
audit, has proven to be an effective one. He | auded the BAC as
one of the best boards, as did M. Fogels. He said this bil
attenpts to fix sonething that is already exceptional and he
encouraged nmenbers to kill the bill.

2:31:56 PM

REPRESENTATI VE P. WLSON asked what M. Keyes thinks he wll
lose if this bill is passed.

MR. KEYES answered that agriculture is a unique industry. He
related a scenario in which that illustrates decisions farners
nmust nake. For exanple, the risks hay farmers take risks m ght
i nclude spreading $50,000 in fertilizer on their fields in hopes
of obtaining sufficient crop to repay their loans only to have
it blow off during a dry spell, represents risk that doesn't fit
the typical |oan paraneters. He questioned the ability of
bankers to make decisions appropriate to farners' needs since
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t hey haven't experienced the heartbreak of l|osing a crop or been
involved in the aforenentioned fertilizer fiasco. He enphasized
this could adversely affect farnmers from securing | oans when the
| oan program was designed to help farners and to create an
expedi ent program Further, wth respect to |anguage in the
bill, a disparity in authority exists, such that the frequency
in which the new board "may" give advice is peppered throughout
the bill but any reference to the DCCED i ndicates "shall."

2: 36: 06 PM

REPRESENTATI VE HAWKER di sagreed, noting at |east two nenbers on

this commttee hail from farm comunities in lowa and even
though he is a CPA and has been a banker, he has a farmng
per specti ve, t 0o. He appreciated the testinony, but

respectfully cautioned that the goal is to create an efficient
method to help farnmers secure loans wth the appropriate
financial and managerial control while vesting farm policy
within this board.

2:37:46 PM

ROBERT RI DDLE, Farner, asked for clarification on the definition

of a farner. He referred to one provision that identified a
farmer as soneone who earns $5,000 or nobre per Yyear. He
guestioned what happens to farners who |ose their crops. He

suggested it be nore like mners who have an assessnent, and if
farmers nmet the assessnment by inproving the ground it could be a
consi der ati on.

2:39: 09 PM

COCHAIR FEIGE referred to page 3, line 11, Version R
subsection (g), which read:

"commercial production agriculture” neans agriculture

engaged in wth the intent to sell agricultura
products with a value of $5,6000 or greater a year.
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CO CHAIR FEIGE asked if the crop fails the farner still had the
intent to sell the product whether the farmer would qualify
under this provision.

MR RI DDLE asked for clarification on who would define intent.

CO CHAIR SADDLER answered that a person who has entered the
busi ness of farm ng would express the intent to farm

2:40: 35 PM

DON BERBERI CH, Farner and President of the Al aska Farm Bureau,
stated he also serves as the treasurer for the Palner Soil and
Wat er Conservation District and has a small farm He has al so
worked as an agriculture teacher and FAA advisor at Pal mer High
School for the past 24 years. He highlighted two conplaints he
has with HB 207. First, at the annual state Farm Bureau neeting
the nenbership intended to vote for "no support” for HB 207. He
described the process the nmenbership used and asked to clarify
t he Al aska Farm Bureau voted not to support HB 207.

CO CHAI R SADDLER asked what version of the bill was before the
bureau, noting the comrittee currently has Version R before it.

MR. BERBERICH stated that the Alaska Farm Bureau considered
Version U [the original version of the bill]. He offered his
belief that the current BAC board has been one of the best. He
suggested limting the changes to address the concern that a
person with an ARLF |oan can serve as a board nenber w thout
maki ng sweeping changes to a system that works. He | anented
that he should be tackling his numerous farm chores instead of
testifying today and attending neetings next week to develop a
l[ist of farmng priorities in Al aska. He al so doubted that HB
207 will be on the list of farm ng priorities.

MR. BERBERI CH nmi ntained that the audit findings msunderstood
the role of M. MKinley Mat and Sausage (MMWKS) [Al aska DNR,
Division of Agriculture] since "propping up" the MUWRKS supports

a much bigger section of agriculture. He offered his belief
that killing the slaughterhouse could kill the neat industry,
which in turn will harm the animal feed industry, the hay
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producers, the grain producers, those storing feed, and nore.
He offered his belief that to develop |inme production could al so
w pe out the ARLF. The focus should be on inportant issues such
as developing the food security in Alaska so Al askans can
survive for a nonth without relying on food fromthe Lower 48.

2:46:13 PM

COCHAIR FEIGE, in regard to M. Berberich's conment that people

would be "thrown off" the board because of the bill, wondered
who woul d not qualify to serve under the bill as stated.
MR. BERBERICH clarified that this bill isn't a good way to thank

a board that has been doing a good job.

CO CHAIR FEI GE remarked that he admires the BAC s work and he is
in no way criticizing the board' s actions. Under the bill, nost
of the current board nenbers could continue to serve since the
bill only changes the structure and places an enphasis on
commerci al agriculture. He characterized the bill as intending
to provide a policy conduit for information to and from the
industry to the state.

2:47: 46 PM

JOHN SCHI RACK, Producer, stated that he serves on the BAC as
well as serving as Chair of the Soil and Water District in
Wasi | | a. He reiterated M. Pettit's comments in thanking the
sponsor for renoving the Soil and Water District fromthe bill
He questioned who supports this bill since the aforenentioned
Matsu Farm Bureau and the Farners Union, the "nmain players,:
voted to oppose the bill. He comended the Chair of the BAC for
his work on the board. He related that an accountant and a
financial person serve as board nenbers. In addition, the
current BAC has representation from Kodiak, Kenai, Mat-Su
Vall ey, and the Soil District, but the Delta Junction nenber is
currently vacant.

MR. SCH RACK agreed with the conflict of interest sections of

the bill. He acknow edged that a board nmenber would need to be
recused from any actions the board woul d take the nenber's | oan.
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He acknow edged he does not know the whole regulation process
but he does not believe the BAC can propose a regulation and
adopt it. In closing, he asked nenbers not to support HB 207.

2:52: 58 PM

CAROL KENLEY, Farnmer, spoke in opposition to HB 207, stating
that she serves as the secretary of the Matsu Farm Bureau. She
understood the changes in Version R would nove the | oan approval
fromthe BAC to DCCED, would allow current board nenbers to have
current ARLF loans or apply for AFLF |loans, and would allow the
board to advise and consult. First, she opposed noving the |oan
approval to DCCED. Currently, farners, who have real interest
in ensuring a viable ARLF are the ones "guarding the hen house”
and they have an interest in ensuring that the ARLF renmins
viable. Second, she questioned whether conflicts could arise if
DCCED approve | oans. She offered her belief the board already
advi ses and consults with DNR  She offered her belief this bill
is trying to "fix sonething that isn't broken." Finally, the
Matsu Farmers Bureau is united in opposing the original version
of HB 207 and she surm sed they would al so be opposed to Version
R She asked nenbers to postpone action on HB 207 until the
committee has allowed the Matsu Farm Bureau an opportunity to
weigh in on Version R

2:56: 02 PM
CO CHAI R SADDLER cl osed public testinony on HB 207.

COCHAIR FEIGE directed attention to a letter from M. Nate
Burris in the commttee packet dated February 2, 2014.

The conmttee took an at-ease from2:57 p.m to 2:59 p.m

2:59: 14 PM

CO- CHAIR FEIGE again directed attention to letters from M. Nate
Burris and M. Jim dark, noting both had been involved in the
meat processing industry and have raised sone concerns about

MVIVES. The ARLF audit highlighted several assets, including
MBS, which was acquired when the owner of the facility
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defaulted and the fund took back the property. It provides a
significant function for t he agriculture i ndustry in
Sout hcentr al Al aska, including offering a "kill floor,"
refrigeration for initial nmeat aging, and the authority to stanp
USDA on carcasses to allow for public sales. The facility also
processes neat for the prison system wusing prison |abor for
processing and neat cutting. However, MWWBS has been 1 o0sing
over $100,000 per year, which cones out of the agriculture
revol ving | oan fund.

3:01: 25 PM

CO CHAIR FEI GE pointed out a nunber of actions taken by the BAC
board, including that the BAC has tried to divest itself of the
MWES' s pl ant. To date, due to a variety of reasons that
cl osure has not been acconplished, he said.

CO CHAIR FEIGE remarked that he did not intend to fornerly offer
two proposed anendnents, one related to legislative intent and
the other to specifically renmove the authority for the facility

meat processing. The MWKS facility can process neat at such
low costs since it wuses prison labor, which prevents other
busi nesses from conpeting in the industry. In fact, neat
processing is not a function of state governnent and should be
operated by the private sector. He cautioned agai nst however

imediately elimnating the "kill floor" asset and recommended a

suitable transition should be devel oped to either close MWKS or
allow the private sector to take it over.

3:04: 01 PM

COCHAIR FEIGE, in his research with the USDA, found it wll
take sonmewhere between 60 to 90 days to obtain a USDA stanp.
This is not within the realm of possibilities. He explained tw
proposed amendnents, not yet offered. He related that Amendnent
1, [28-LS0675\R 1, Martin, 3/13/14] proposes to close MKinley
Meat and Sausage (MWBS) by 2015. Secondl y, Anmendnent 2, [28-
LS0675\R. 2, Martin, 3/14/14], would restrict MVWKRS processing
nmeat . He asked nenbers to consider these proposed anmendnents
for discussion at a |later date.
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3:04: 58 PM

REPRESENTATI VE HAWKER remarked that the |egislature had a |arge
debate a nunber of years ago on the prison industries and its
conpetition with the private sector. He said the state should
not be using convict |abor to conpete with the private sector.

CO CHAIR SADDLER reported that nenbers of the conmittee have
been provided letters of February 27, 2014 from Nate Burris and
Jim d ark. Addi tionally, nenbers have been provided copies of
amendnent s.

REPRESENTATI VE SEATON asked that Version R and the proposed
anmendnents [not yet before the commttee] be posted on-Iline.

3:06: 22 PM
[ HB 207 was hel d over. ]
3:06:45 PM
ADJ QURNIVENT

There being no further business before the commttee, the House
Resources Standing Commttee neeting was adjourned at 3:07 p.m
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