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FURTHER:

COMMITTEE REPORT

HOUSE

(11)

4 / 1 2 / 8 5  a

Date:  i q  - o J

The C o m m i t t e e  o n  F I N A N C E  has had HIJ> 19 3___________

"An A c t  e s t a b l i s h i n g  an  a g r i c u l t u r a l  product: i n c e n t i v e  p r o g r a m . "

u n d e r  c o n s i d e r a t i o n  a n d  r e c o m m e n d s :

t ] do pass [ 3 do not pass

I 3 do pass with attached a m e n d m e n t s ( s )

/ n  -x / i ; A  t / 3 same title
F a ]  replace with CS for ; < ^  I' I__; l A  A  1______________[ĵ] new title

and recommends _________ t0  V r f 0  < > i\it-•,V  \ -h \ ■, 1' > ■_______________________

[ 3 AND attaches a "Letter of Intent" [)( 3 'New Fiscal Note

[ ] Zero Fiscal Note Attached
[ 3 reports it back without recommendation

[ ] referred to the ____________________________________________ Committee
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REQUEST 
Bil 1/Resolution No.: CSHB 193 
Title* A 9 r i c u ^ t u r a -'- t'roauction

C r e d i t s

STATE OF ALASKA 1985 LEGISLATIVE SESSION 

__________________ FISCAL N O T E __________________

Revision Date:

FISCAL DETAIL
Agency Affected: N a t u r a l  R e s o u r c e s

Program Category Affected: nkmec 
A g r i c u l t u r a l  M a n a g e m e n t

Sponsor: s c h u i t z
R e q u e s t o r : H o u s e  R e s o u r c e s  Commi t-.t-.pp

Date of Reguest:aprii i?. i q r r 

EXPENDITURES/REVENUES: (Thousands of Dollars)

BRU, Program or Subprogram!sj Affected:

OPERATING
T r s r ” FY ^ FY 81 FY 88 FY 89 FY 90

100 p£RJ>UNal services 
200 TRAVEL 
300 CONTRACTUAL 
f»00 SUPPLIES 
500 EQUIPMENT 
500 LAND & STRUCTURES 
700 GRANTS, CLAIMS 
300 MISCELLANEOUS

TOTAL OPERATING -u- -0- -0- -0- -0- -6-

1 CAPITAL -6- — =o=— -6- -0- -0- 1 |

5 REVENUE ** (1,274.0)|(2,004.2) (2,547.5) (3,090.8) (3,634.2) -0- . _ |

FUNDING: (Thousands of Dollars)
jtNtkAL 1UND
rEDERAL FUNDS
3THER
TOTAL -6- -0- -0- -0- -0- -0-

’ART-TIME
TEMPORARY

ANALYSIS: Attach a separate page if necessary

** T h e  p r o p o s e d  p r o g r a m  c o u l d  r e d u c e  s t a t e  r e v e n u e ,  i n  t h e  a m o u n t s  s h o w n , - b y  r e d u c i n g  

t h e  a m o u n t  o f  i n t e r e s t  p a i d  o n  s t a t e  a g r i c u l t u r a l  loans. H o w e v e r ,  t h e s e  f i g u r e s  

a r e  b a s e d  o n  t h e  a s s u m p t i o n  t h a t  t h e  p r o g r a m  w i l l  i n c r e a s e  p r o d u c t i o n  a n d  s a l e s  oi 

A l a s k a  f a r m  p r o d u c t s  a c c o r d i n g  t o  t h e  a t t a c h e d  s c h e d u l e .  I f  s a l e s  d o  n o t  i n c r e a s e ,  

t h e  a m o u n t  o f  r e v e n u e  l o s t  t o  t h e  s t a t e  w o u l d  d e c r e a s e .  (See a t t a c h e d  a n a l y s i s . )

• Prepared By: c a r o l  W i l s o n ____________________________ -  Phone: 465-2400- - - - -

Division: C o m m i s s i o n e r ' s  O f f i c e  Date: 4 / 1 2 / 8 5

7/1/84

Approved by Commi ssioner: T) Date:
Agency: N a t u r a l  R e s o u r c e s” “ 7“

Distribution (by Agency preparing fiscal note).: 

Legislative Finance 

Legislative Sponsor 
Requestor 

Office of Management and Budget 
Impacted Agency(ies)



C o n t i n u a t i o n  o f  A n a l y s i s  for C S H B  193

The p r o p o s e d  p r o d u c t i o n  c r e d i t  p r o g r a m  c o u l d ,  if s u c c e s s f u l ,  
r e d u c e  s t a t e  r e v e n u e s  by r e d u c i n g  t h e  t o t a l  a m o u n t  of 
i n t e r e s t  p a i d  on s t a t e  a g r i c u l t u r a l  loans. H o w e v e r ,  w i t h o u t  

p r o g r a m  o f  t h i s  ty p e  th a t  p r o v i d e s  so m e  m e a s u r e  of d e b t  
r e l i e f  to f a r m e r s ,  the s t a t e  w i l l  lose m i l l i o n s  o f  d o l l a r s  
t h r o u g h  lo a n  d e f a u l t s .

The t o t a l  a m o u n t  o f  p r o d u c t i o n  c r e d i t s  t h a t  m i g h t  be e a r n e d  
d u r i n g  the f i v e  y e a r s  o f  the p r o g r a m ,  c o n s i d e r i n g  that not 
all f a r m e r s  h a v e  b o r r o w e d  f r o m  the state, and t h a t  
a g r i c u l t u r a l  l a n d  t h a t  is n o t  c u r r e n t l y  in p r o d u c t i o n  is p u t  
i n t o  p r o d u c t i o n ,  a r e  e s t i m a t e d  as f o llows:

P r o j e c t e d S a l e s  A v a i l a b l e E s t i m a t e d
Y e a r S a l e s for C r e d i t s * % C r e d i t C r e d i t s

1984 $ 1 5 , 9 2 5 , 0 0 0 $ 1 2 , 7 4 0 , 0 0 0 10 $ 1 , 2 7 4 , 0 0 0
1985 $ 2 5 , 0 5 3 , 0 0 0 $ 2 0 , 0 4 2 , 4 0 0 10 2 , 0 0 4 , 2 4 0
1986 $ 3 1 , 8 4 4 , 0 0 0 $ 2 5 , 4 7 5 , 2 0 0 10 2, 547, 520
1987 $ 3 8 , 6 3 5 , 0 0 0 $ 3 0 , 9 0 8 , 0 0 0 10 3 , 0 9 0 , 8 0 0
1988 $ 4 5 , 4 2 7 , 0 0 0 $ 3 6 , 3 4 1 , 6 0 0 10 3 , 6 3 4 , 1 6 0

Fi v e  Y e a r  T o t a l  $ 1 2 , 5 5 0 , 7 2 0

* P r o j e c t e d  s a l e s  r e d u c e d  b y  20% to a c c o u n t  for 
n o n - b o r r o w e r s .

T h e  f o l l o w i n g  c h a r t  gives- e s t i m a t e d  v a l u e s  for loan d e f a u l t  
and a s s o c i a t e d  i n t e r e s t  los s e s  to the s t a t e  if the 
p r o d u c t i o n  c r e d i t  p r o g r a m  is not e s t a b l i s h e d . F a r m e r s  in 
"the D e l t a  a r e a  h a v e  an e s p e c i a l l y  h e a v y  d e b t  load. 
A p p r o x i m a t e l y  $ 1 2 , 5 0 0 , 0 0 0  is due on c l e a r i n g  l oans for the. 
D e l t a  I a n d  D e l t a  II a g r i c u l t u r a l  p r o j e c t  p a r c e l s .  T h i s  is 
an a v e r a g e  o f  $ 3 3 7 , 8 3 7  o f  c l e a r i n g  loan d e b t  p e r  farm. Land 
p a y m e n t s  for D e l t a  II p a r c e l s  a v e r a g e  $180 p e r  ac r e  at 12% 
i n t e r e s t  p e r  y e a r .  The a v e r a g e  a m o u n t  of p r i n c i p a l  o w e d  for 
e a c h  D e l t a  II p a r c e l  is a p p r o x i m a t e l y  $145, 0 0 0 .

L o a n
A m o u n t  P o s s i b l e  

O u t s t a n d i n g  D e f a u l t
C o l l a t e r a l
V a l u e

L o s s .to 
S t a t e  ..

A R L F
C l e a r i n g
L a n d

$ 4 8 . 5  m i l l .  $23 m i l l . _  $J5 m i l l t_______$_8 itiill.-
—  $1'7775~miIrlT -'$~8~miT 1'. 0 - $8 m ill.

$10 m i l l .  $ 5 mill. $ 3 mill. $2 m ill.

I n t e r e s t  o n  $18 m i l l i o n  loss at 8% x 5 y e a r s  = $7.2 m i l l .

T o t a l  e s t i m a t e d  loss to s t a t e  = $ 2 5 . 2  m i l l i o n .



O r i g i n a l S h ultzsponsor:

B Y  T H E  R E S O U R C E S  C O M M I T T E E  

CS F O R  H O U S E  B I L L  NO. 193 ( R e s ources)

IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

F o r  a n  A c t  entitled: " A n  A c t  a l l o w i n g  a g r i c u l t u r a l  p r o d u c t i o n  credits; arid

p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

8 B E  IT E N A C T E D  B Y  TH E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L ASKA:

9 * S e c t i o n  1. AS 0 3 . 0 5  is a m e n d e d  by  a d d i n g  a n e w  s e c t i o n  to read:
i* .

Sec. 0 3 . 0 5 . 0 1 5 .  A G R I C U L T U R A L  P R O D U C T I O N  CREDITS. (a) T h e  

, c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s  shall e s t a b l i s h  a  p r o g r a m  of a g r i­

cu l t u r a l  p r o d u c t i o n  c r e d i t s  to be a p p l i e d  a g a i n s t  i n t e r e s t  due o n  

a g r i c u l t u r a l  loans m a d e  u n d e r  this t i tle and A S  44 an d  i n t e r e s t  due on  

the s a l e  o f  a g r i c u l t u r a l  l a n d  u n d e r  AS  38.05. T he c r e d i t s  s h a l l  be 

b a s e d  on a g r i c u l t u r a l  p r o d u c t s  g r o w n  or  r a i s e d  in t h e  state.

(b) T h e  a n n u a l  cred i t  fo r  th e  y e a r s  1 9 8 4  - 1988 is 10 p e r c e n t  of

the t o t a l  sales as d o c u m e n t e d  by t he f a r m e r  o n  I n t e r n a l  R e v e n u e  S e r­

vic e  S c h e d u l e  F (form 1040).

(c) A  credit g r a n t e d  u n d e r  t his s e c t i o n  m ay n o t  be tran s f e r r e d .

*  Sec. 2. A S  0 3 . 0 5 . 0 1 5  is r e p e a l e d  D e c e m b e r  31, 1989.

*  Sec. 3. T h i s  A ct takes e f f e c t  i m m e d i a t e l y  in  a c c o r d a n c e  w i t h  A S  01.-

-1- C S H B  1 9 3 (Res)



t K A H P U c :  c f r  o l

V i L  V^ S b  O s ^ K \ ^ < J j ^ 5 L —  ‘̂fkxXL; \JQJ> "V&JL.
X / W J ^ U :

C j X - A o J 1
Assumptions

1. $ . 5 0 0  acrp  farm

2. 1500 acres planted in barley .•• I
3. Production of 1 ton per acre - sells for. $125 per ton • ' '' , I

4. Chattel loan of $208,000 at 8%. first payment due in-1985.- . I
5. Farm development loan of $119,000 at 8% - first payment due in 1985 ' I
6. Land purchased for $180 per acre at 12% interest with.moratorium, first payment due in 19S9
7. Land clearing loan of $300,000 at 8% interest - .with moratorium, first payment due in 1989

_______________________ T ab lo  1 ,  T O  AFFECT 0T WXXXZXCX:} C ftgp rrs  ctf L O T  PAYMENTS - farmer brown Sales-;

Total

P a yment^
CrwSlcay. 

A v a i l a b l e
Into root 

P05TtJ.cn Ot LOAnA^v
.Interest PA^twnt 

PolXos'ing Credit Daducticn
T o t a l  Loon Payment 

relieving Crodit Doducticn

f / f y s o

T lar& c le a r in g  and la n d  p u rc 'w w ) b e g in ,

n la paid-aCC In tJiio year.

clvxJo c u r a t i n g  Joe«.
w * l  opor&tina l o o n  interest o£  $4 <500,

Total interest forgiven

Total' Loans $897,000 (principal)
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Offered: 4 / 1 2 / 8 5
R e f e rred: F i n a n c e

O r i g i n a l  sponsor: S h u l t z

1 IN T H E  H O U S E

2

3

4

5

B Y  T H E  R E S O U R C E S  C O M M I T T E E  

CS F OR H O U S E  B I L L  NO. 193 (Resources)

IN T H E  L E G I S L A T U R E  O F  T HE S T A T E  O F  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

6 F o r  a n  Act entitled: " A n  A c t  a l l o w i n g  a g r i c u l t u r a l  p r o d u c t i o n  credits; a nd

7 p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

8 BE  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OF A L A S K A :

9 *  S e c t i o n  1. AS 03.05 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

10 Sec. 03.05.015. A G R I C U L T U R A L  P R O D U C T I O N  CREDITS. (a) T he

11 c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s  shall e s t a b l i s h  a p r o g r a m  of  agri-

12 c u l t u r a l  p r o d u c t i o n  c r e d i t s  to be a p p l i e d  a g a i n s t  i n t erest d ue o n

13 a g r i c u l t u r a l  loans m a d e  u n d e r  this t i tle and / '< 44 and i n t e r e s t  d u e  on

14 the sal e  of  a g r i c u l t u r a l  land u n d e r  AS 38.05. T he ’redits s h a l l  be

15 b a s e d  on  a g r i c u l t u r a l  p r o d u c t s  g r o w n  or  r a i s e d  in the state.

16 (b) T he a n n u a l  c r edit for t he y e a r s  1984 - 1988 is 10 p e r c e n t  of

17 the t o tal sales as d o c u m e n t e d  by t he f a r m e r  o n  I n t e r n a l  R e v e n u e  Ser-

18 v ice S c h e d u l e  F (form 1040).

19 (c) A  credit g r a n t e d  u n d e r  this s e c t i o n  m ay no t  be  t r a n s ferred.

20 *  Sec. 2. A S  0 3 . 0 5 . 0 1 5  is r e p e a l e d  D e c e m b e r  31, 1989.

21 *  Sec. 3. Thi s  A c t  takes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  A S  01.-

22 10.070(c).

-1- C SHB 1 9 3 (Res)



IN  T H E  H O U S E  BY  S H U L T Z

H O U S E  B I L L  NO. 193 

I N  T HE L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

F o r  an A c t  e n t i t l e d :  " A n  A c t  e s t a b l i s h i n g  an  a g r i c u l t u r a l  p r o d u c t  i n c e n­

ti v e  p r o g r a m . "

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF  T H E  S T ATE O F  ALASKA:

*  S e c t i o n  1. A S  38.05 is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

Sec. 38 . 0 5 . 0 6 4 .  A G R I C U L T U R A L  P R O D U C T  I N C E N T I V E  PROGRAM. (a) 

T h e  d i r e c t o r  shall e s t a b l i s h  a n  a g r i c u l t u r a l  p r o d u c t  i n c e n t i v e  p r o g r a m  

to c r e d i t  a g r i c u l t u r a l  lan d  p u r c h a s e r s  on  the b a s i s  of a g r i c u l t u r a l  

p r o d u c t i o n .  T he cred i t  m a y  be b a s e d  only on the p r o d u c t i o n  of grains, 

d a i r y  p r o d u c t s ,  a n d  l i v e s t o c k  o n  a g r i c u l t u r a l  land p u r c h a s e d  u n d e r  

this chapter.

(b) T h e  a m o u n t  of the c r edit shall be  d e t e r m i n e d  by the d i r e c­

tor, b a s e d  o n  the S e a t t l e  p r i c e  of the p r o d u c t  credited, m i nus the

f r e ight cost to t he p r o d u c t i o n  location.

(c) T h e  credit m ay be a p p l i e d  only a g a i n s t  p r i n c i p a l  due on  a 

s a l e  of a g r i c u l t u r a l  land m a d e  u n d e r  this chapter.

I n t r o d u c e d :  2 / 1 3 / 8 5
R e f e r r e d :  R e s o u r c e s  a n d
F i n a n c e



FURTHER:
*• '

5 / 1 2 / 8 5

D a t e  s A / t c

Mr. P r e s i d e n t  >

The C o m m i t t e e  o n  ________F I N A N C E ___________________c o n s i d e r e d  C S H B  1 9 3 (RES)

a l l o w i n g  a g r i c u l t u r a l  p r o d u c t i o n  credits; efd.

and (a m a j o r i t y  of the committee) (the committee) repo r t s  it b a c k  w i t h  
the f o l l o w i n g  r e c o m m e n d a t i o n s :

do pass

do pass w i t h  a t t a c h e d  ame n d m e n t ( s )

K f ^ ^ r e p l a c e  w i t h / o r  a dopt 3  CS for _________ c?  ^  A / / 3  /  ^ 3

1 -new title
same title a n d  r e c o m m e n d s  _____

and a t t a c h e d  a " L E T T E R  OF I N T ENT" [ r r f E W  F I S C A L  N O T E
3>AJ/Z; //a */8&

r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n

r e c o m m e n d s  r e f e r r a l  to ___________________________________________ C o m m i t t e e

M E M B E R S  S I G N I N G  M E M B E R S  H A V I N G
DO  PA S S  O T H E R  R E C O M M E N D A T I O N S

/l/<?

AS* .

—  C h a i r m a n

C h a i r m a n  r e c o m m e n d a t i o n

Lrman -

"  /)/# / Z l



O r i g i n a l  sponsor: S h ultz

I N  T H E  H O U S E  B Y  T H E  R E G O U R G E O  ’Q O M M I O T B E

cs F O R  H O U S E  B I L L  NO. 193 (̂ o u f t w t  

IN T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

F o r  a n  A c t  entitled: "An A c t  a l l o w i n g  a g r i c u l t u r a l  p r o d u c t i o n  credits; a n d

p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

B E  IT  E N A C T E D  B Y  T HE L E G I S L A T U R E  OF  T H E  S T A T E  OF  A L A SKA:
. j

*  S e c t i o n  1. AS 03.05 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 03.05.015. A G R I C U L T U R A L  P R O D U C T I O N  CREDITS. (a) Th e  

commissionflr of n a t u r a l  r p s o u r r o n  n h nil e s t a b l i s h  a p r o g r a m  of agri« 

c u l t u r a l  p r o d u c t i o n  c r e d i t s  to be  a p p l i e d  a g a i n s t  i n t e r e s t  due on  

a g r i c u l t u r a l  loans m a d e  u n d e r  this t i t l e  and A S  4 4  and i n t e r e s t  d u e  on  

the sal e  of a g r i c u l t u r a l  l and u n d e r  A S  38.05. T h e  c r e dits s h all be 

b a s e d  on a g r i c u l t u r a l  p r o d u c t s  g r o w n  o r  r a i s e d  in  the state.

(b) T he a n n u a l  c r edit for the y e a r s  1988 is 10 p e r c e n t  of

the total sales as d o c u m e n t e d  by the f a r m e r  o n  I n t e r n a l  R e v e n u e  S e r­

vice  S c h e d u l e  F (form 1040).

(c) A  credit g r a n t e d  u n d e r  t his s e c t i o n  m ay not b e  tra n s f e r r e d .

* Sec. 2. A S  0 3 . 0 5 . 0 1 5  is r e p e a l e d  D e c e m b e r  31, 1989.

*  Sec. 3. Thi s  A c t  t a kes e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  AS  01.-

10.070(c).

Of f ered: 4 / 1 2 / 8 5
R e f e r r e d :  F i n a n c e

- 1 - CSH B  1 9 3 (Res)
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T h e  a m o u n t  o f  p r o d u c t i o n  c r e d i t s  t h a t  m i g h t  b e  e a r n e d  d u r i n g  
t h e  f i v e  y e a r s  o f  t h e  p r o g r a m ,  c o n s i d e r i n g  t h a t  n o t  all 
f a r m e r s  h a v e  b o r r o w e d  f r o m  t h e  s t a t e ,  a n d  t h a t  a g r i c u l t u r a l  
l a n d t h a t  is n o t  c u r r e n t l y  in p r o d u c t i o n  is p u t  into 
p r o d u c t i o n ,  a r e  e s t i m a t e d  as f o l l o w s :

Y e a r
P r o j e c t e d

S a l e s
S a l e s  A v a i l a b l e  
f o r  C r e d i t s * % C r e d i t

P r o j e c t e d
C r e d i t s

1 9 8 4 $ 1 5 , 9 2 5 , 0 0 0 $ 1 1 , 9 4 5 , 0 0 0 10 $ 1 , 1 9 4 , 5 0 0
1 9 8 5 1 9 , 1 1 0 , 0 0 0 1 4 , 3 2 0 , 0 0 0 10 1 , 4 3 2 , 0 0 0
1 9 8 6 2 2 , 9 3 2 , 0 0 0 1 7 , 2 0 0 , 0 0 0 10 1 , 7 2 0 , 0 0 0
1 9 8 7 2 7 , 5 1 8 , 0 0 0 2 0 , 6 4 0 , 0 0 0 10 2 , 0 6 4 , 0 0 0
1 9 8 8 3 3 , 0 2 2 , 0 0 0 2 4 , 7 6 5 , 0 0 0 10 2 , 4 7 6 , 5 0 0

T o t a l $ 8 , 8 8 7 , 0 0 0

* P r o j e c t e d  s a l e s  r e d u c e d  by  2 5 %  to a c c o u n t  for  
n o n - b o r r o w e r s .

T h e  f o l l o w i n g  c h a r t  g i v e s  e s t i m a t e d  v a l u e s  f o r  loan d e f a u l t  
a n d  a s s o c i a t e d  i n t e r e s t  l o s s e s  to t h e  s t a t e  if the 
p r o d u c t i o n  c r e d i t  p r o g r a m  is n o t  e s t a b l i s h e d .  F a r m e r s  in 
t he D e l t a  a r e a  h a v e  a n  e s p e c i a l l y  h e a v y  d e b t  load. 
A p p r o x i m a t e l y  $ 1 2 , 5 0 0 , 0 0  is d u e  on c l e a r i n g  l o a n s  f o r  the 

D e l t a  I a n d  D e l t a  II a g r i c u l t u r a l  p r o j e c t  p a r c e l s .  T h i s  is 

an a v e r a g e  o f  $ 3 3 7 , 8 3 7  of c l e a r i n g  loan  d e b t  p e r  farm.  Land 
p a y m e n t s  f o r  D e l t a  II p a r c e l s  a v e r a g e  $ 1 8 0  p e r  a c r e  a t  12% 
i n t e r e s t  p e r  y e a r ,  T h e  a v e r a g e  a m o u n t  o f  p r i n c i p a l  o w e d  for 
e a c h  D e l t a  II p a r c e l  is a p p r o x i m a t e l y  $ 1 4 5 , 0 0 0 .

A m o u n t  P o s s i b l e
L o a n  O u t s t a n d i n g  D e f a u l t

Col la t er al  
V a l u e

L o ss  to 
S t a t e ___

A R L F  $ 4 8 . 5  m i l l i o n  $23 m i l l i o n  
Cle ar . 1 7 . 5  m i l l i o n  8 m i l l i o n  
L a n d  10 m i l l i o n  5 m i l l i o n

$ 1 5  m i l l i o n  
0

3 m i l l i o n

$8 m i l l i o n  
8 m i l l i o n  
2 m i l l i o n

I n t e r e s t  on $ 1 8  m i l l i o n  los s a t  8 %  x 5 y e a r s  = $ 7 . 2  m i l l i o n  

T o t a l  e s t i m a t e d  loss to t h e  s t a t e  = $ 2 5 . 2  m i l l i o n
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, T h e  p r o p o s e d  p r o d u c t i o n  c r e d i t  p r o g r a m  c o u l d ,  i f  s u c c e s s f u l ;  
r e d u c e  s t a t e  r e v e n u e s  b y  r e d u c i n g  t h e  t o t a l  a m o u n t  o f  

i n t e r e s t  p a i d  o n  s t a t e  a g r i c u l t u r a l  l o a n s .  H o w e v e r ,  w i t h o u t  

a p r o g r a m  o f  t h i s  t y p e  t h a t  p r o v i d e s  s o m e  m e a s u r e  o f  d e b t  
r e l i e f  t o  f a r m e r s ,  t h e  s t a t e  w i l l  l o s e  m i l l i o n s  o f  d o l l a r s  
t h r o u g h  l o a n  d e f a u l t s .

T h e  t o t a l  a m o u n t  o f  p r o d u c t i o n  c r e d i t s  t h a t  m i g h t  b e  e a r n e d  
d u r i n g  t h e  f i v e  y e a r s  o f  the p r o g r a m ,  c o n s i d e r i n g  t h a t  n o t  
a l l  f a r m e r s  h a v e  b o r r o w e d  f r o m  t h e  s t a t e ,  a n d  t h a t  

a g r i c u l t u r a l  l a n d  t h a t  is n o t  c u r r e n t l y  i n  p r o d u c t i o n  is p u t  
i n t o  p r o d u c t i o n ,  a r e  e s t i m a t e d  a s  f o l l o w s :

P r o j e c t e d  . S a l e s  A v a i l a b l e  E s t i m a t e d
Y e a r  S a l e s __________ f o r  C r e d i t s *  % C r e d it_________C r e d i t s

19 8 4  $ 1 5 , 9 2 5 , 0 0 0  $ 1 2 , 7 4 0 , 0 0 0  10 $ 1 , 2 7 4 , 0 0 0
1 9 8 5  $ 2 5 , 0 5 3 , 0 0 0  $ 2 0 , 0 4 2 , 4 0 0  10 2 , 0 0 4 , 2 4 0
1 9 8 6  $ 3 1 , 8 4 4 , 0 0 0  $ 2 5 , 4 7 5 , 2 0 0  10 2 , 5 4 7 , 5 2 0
1 9 8 7  $ 3 8 , 6 3 5 , 0 0 0  $ 3 0 , 9 0 8 , 0 0 0  10 3 , 0 9 0 , 8 0 0
1 9 8 8  $ 4 5 , 4 2 7 , 0 0 0  $ 3 6 , 3 4 1 , 6 0 0  10 3 , 6 3 4 , 1 6 0

F i v e  Y e a r  T o t a l  $ 1 2 , 5 5 0 , 7 2 0

* P r o j e c t e d  s a l e s  r e d u c e d  b y  2 0 %  t o  a c c o u n t  f o r  
n o n - b o r r c w e r s .

C o n t in u a t io n  o f  A n a ly s is  f o r  CSHB 193 (Res) Page 2 o f

T h e  f o l l o w i n g  c h a r t  g i v e s  e s t i m a t e d  v a l u e s f o r  l o a n  defjoj 1±. 
a n d  a s s o c i a t e d  i n t e r e s t  l o r s e s  to  t h e  s t a t e  if t he 

p r o d u c t i o n  c r e d i t  prc-cram is n o t  e s t a b l i s h e d. F a r m e r s  in 
T h e  D e l t a  a r e a  h a v e  an  e s p e c i a l l y  h e a v y  d e b t  l o ad . 

A p p r o x i m a t e l y  $ 1 2 , 5 0 0 , 0 0 0  is d u e  o n  c l e a r i n g  l o a n s  f o r  t h e  
D e l t a  I a n d  D e l t a  II a g r i c u l t u r a l  p r o j e c t  p a r c e l s .  T h i s  is 
a n  a v e r a g e  o f  $ 3 3 7 , 8 3 7  o f  c l e a r i n g  l o a n  d e b t  p e r  f ar m.  L a n d  
p a y m e n t s  f o r  D e l t a  II p a r c e l s  a v e r a g e  $ 1 8 0  p e r  a c r e  a t  12 % 
i n t e r e s t  p e r  y e a r .  T h e  a v e r a g e  a m o u n t  o f  p r i n c i p a l  o w e d  for 
e a c h  D e l t a  II p a r c e l  is a p p r o x i m a t e l y  $ 1 4 5 , 0 0 0 .

A m o u n t  P o s s i b l e  C o l l a t e r a l  L o s s  t o
L o a n __________O u t s t a n d i n g  D e f a u l t ________ V a  l u e___________ S t a t e

A R L F  $ 4 8 . 5  m i l l .  $23  m i l l .  $ 1 5  m i l l .  $8  m i l l .
C l e a r i n g  $ 1 7 . 5  m i l l .  $ 8 m i l l .  0 $8  m i l l .

L a n d  $ 1 0  m i l l .  $ 5 m i l l .  $ 3 m i l l .  $2  m i l l .

I n t e r e s t  o n  $ 1 8  m i l l i o n  loss at 8 %  x 5 y e a r s  = $ 7 . 2  mill'.

T o t a l  e s t i m a t e d  l o s s  t o  s t a t e  = $ 2 5 . 2  m i l l i o n .



S E C T I O N A L  A N A L Y S I S  F O R  H O U S E  B I L L  1 9 3

A n  A c t  a l l o w i n g  a g r i c u l t u r e  p r o d u c t i o n  c r e d i t s  a n d  
p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e

S e c t i o n  1

A d d s  a n e w  s e c t i o n  t o  C h a p t e r  5, P o w e r s  a n d  D u t i e s  of t h e  
C o m m i s s i o n e r s  o f  N a t u r a l  R e s o u r c e s  a n d  E n v i r o n m e n t a l  
C o n s e r v a t i o n  u n d e r  T i t l e  3 ( A g r i c u l t u r e ) . T h i s  n e w  s e c t i o n  
s t a t e s  t h a t  t h e  C o m m i s s i o n e r s  of  D N R  s h a l l  e s t a b l i s h  a 
p r o g r a m  o f  a g r i c u l t u r a l  c r e d i t s  t h a t  w o u l d  b e  a p p l i e d  
a g a i n s t  o u t s t a n d i n g  a g r i c u l t u r a l  l o a n s  a n d  i n t e r e s t  d u e  on 
t h e  s a l e  o f  a g r i c u l t u r a l  land.

A n  a m o u n t  e q u a l  t o  t e n  p e r  c e n t  of  t h e  p r o d u c e r ' s  y e a r l y  
s a l e s  w o u l d  b e  c r e d i t e d  a g a i n s t  a n y  o u t s t a n d i n g  s t a t e  
a g r i c u l t u r a l  l o a n s  for t h e  y e a r s  1984 to 198B.

T h e  p r o d u c e r  m u s t  p r o v i d e  v e r i f i c a t i o n  o f  s a l e s  u s i n g  
i n c o m e  t a x  r e c o r d s .  C r e d i t s  m a y  n o t  b e  t r a n s f e r r e d .

S e c t i o n  2

R e p e a l s  t h e  p r o d u c t i o n  c r e d i t s  p r o g r a m s  o n  D e c e m b e r  31, 
1982.

S e c t i o n  3

I m m e d i a t e  e f f e c t i v e  date.

C o m m e n t s

T h e  s p o n s o r  is p r o p o s i n g  a F i n a n c e  C o m m i t t e e  S u b s t i t u t e  
w h i c h  w o u l d  r a i s e  t h e  p r o d u c t i o n  c r e d i t  t o  20 p e r  c e n t  a n d  
c o n t i n u e  t h e  p r o g r a m  t i l l  1994. Ho w e v e r ,  t h e  20% r a t e  
w o u l d  o n l y  a p p l y  t h r o u g h  1989 a n d  w o u l d  b e  r e d u c e d  b y  2% 
e a c h  y e a r  u n t i l  it is p h a s e d  out entir e l y .



Original sponsor: Shultz

IN THE HOUSE BY THE RESOURCES COMMITTEE

SENATE CS FOR HOUSE BILL NO. 193 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act allowing agricultural production credits;
and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 03.05 is amended by adding a new section to read:

Sec. 03.05.015. AGRICULTURAL PRODUCTION CREDITS. (a) The 

commissioner of natural resources shall be applied against interest due 

on agricultural loans made under this title and AS 44 and interest due 

on the sale of agricultural land under AS 38.05. The credits shall be 

based on agricultural products grown or raised in the state,

(b) The annual credit for the years 1984 - 1988 is 2 0  [10] percent 

of the total sales as documented by the fanner on Internal Revenue Ser- 

Schedule F (form 1040). The portion of total sales as documented by the 

farmer on Internal Revenue Service Schedule F (form 1040) that may 

be claimed as a credit under this section for 1989 and each subse­

quent year shall decrease by two percentage points each year.

(c) A credit granted under this section may not be transferred. 

*Sec. 2. AS 03.05.015 is repealed December 31, 1994 [1989].

Offered: 1/23/86

Referred: Finance
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* S e c .  3 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  a c c o r d a n c e  w i t h  A S  0 1  
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O r i g i n a l  spo n s o r :  S h u l t z

IN T H E  H O U S E  BY  T H E  F I N A N C E  C O M M I T T E E

S E N A T E  CS F O R  CS F O R  H O U S E  B I L L  NO. 193 (Finance)

IN  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  a l l o w i n g  a g r i c u l t u r a l  p r o d u c t i o n  cr e d i t s ;  and

p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  0 3 .05 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 0 3 . 0 5 . 0 1 5 .  A G R I C U L T U R A L  P R O D U C T I O N  C R E D I T S .  (a) The 

c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  s h a l l  e s t a b l i s h  a p r o g r a m  of a g r i­

cu l t u r a l  p r o d u c t i o n  c r e d i t s  to be  a p p l i e d  a g a i n s t  i n t e r e s t  d u e  o n  

a g r i c u l t u r a l  l o a n s  m a d e  u n d e r  this t i t l e  a n d  A S  44 a n d  i n t e r e s t  due on 

the sa l e  o f  a g r i c u l t u r a l  l a n d  u n d e r  A S  38.05. T h e  c r e d i t s  s h a l l  b e  

b a s e d  on  a g r i c u l t u r a l  p r o d u c t s  g r o w n  or r a i s e d  in the state.

(b) T h e  a n n u a l  c r e d i t  for the y e a r s  1984 - 1988 is 20 p e r c e n t  of  

the t o t a l  s a l e s  as d o c u m e n t e d  b y  the f a r m e r  o n  I n t e r n a l  R e v e n u e  S e r­

vi c e  S c h e d u l e  F ( f o r m  1040). T h e  p o r t i o n  of  t o tal s a les as d o c u m e n t e d

b y  the f a r m e r  on  I n t e r n a l  R e v e n u e  S e r v i c e  S c h e d u l e  F ( f o r m  1040) that 

m a y  b e  c l a i m e d  as a c r e d i t  u n d e r  this s e c t i o n  for 1989 a n d  ea c h  s u b s e­

quent  y e a r  s h a l l  d e c r e a s e  b y  two p e r c e n t a g e  p o i n t s  e a c h  year.

(c) A  c r e d i t  g r a n t e d  u n d e r  this s e c t i o n  m a y  n o t  b e  t r a n s f e r r e d .

* Sec. 2. S e c t i o n  1 of this A c t  is r e t r o a c t i v e  to J a n u a r y  1, 1984.

* Sec. 3. A S  0 3 . 0 5 . 0 1 5  is r e p e a l e d  D e c e m b e r  31, 1994.

* Sec. 4. T h i s  A c t  t a kes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  A S  01.-

10.070(c).
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FACT SHEET - PRODUCTION CREDITS

1 .  C r e d i t s  w o u l d  b e  a p p l i e d  t o  t h e  i n t e r e s t  o n  S t a t e  a g r i c u l t u r a l  l o a n s .

2 .  T h e s e  S t a t e  a g r i c u l t u r a l  l o a n s  w o u l d  b e  e i t h e r  l o a n s  f o r  l a n d  p u r c h a s e d  
f r o m  t h e  S t a t e  o r  l o a n s  f r o m  t h e  A g r i c u l t u r a l  R e v o l v i n g  L o a n  F u n d  ( A R L F ) .

3 .  S i n c e  1 9 7 8 ,  a p p r o x i m a t e l y  5 0 0  a g r i c u l t u r a l  t r a c t s  h a v e  b e e n  s o l d  b y  t h e  
S t a t e .  A l m o s t  a l l  o f  t h e s e  t r a c t s  a r e  s t i l l  b e i n g  f i n a n c e d  b y  t h e  S t a t e  
a n d  p r o d u c t i o n  c r e d i t s  c o u l d  b e  a p p l i e d  a g a i n s t  t h e  i n t e r e s t  o n  t h e s e  l o a n s .

4 .  A R L F  l o a n s  h a v e  b e e n  m a d e  t o  2 7 6  b o r r o w e r s .  N i n e t y - n i n e  b o r r o w e r s  a r e  f r o m  
t h e  M a t a n u s k a  a r e a ,  9 8  f r o m  D e l t a ,  4 1  f r o m  t h e  T a n a n a  V a l l e y ,  2 6  f r o m  t h e  
K e n a i  a r e a ,  a n d  1 2  b o r r o w e r s  a r e  f r o m  o t h e r  a r e a s  o f  A l a s k a .  P r o d u c t i o n  
c r e d i t s  c o u l d  b e  a p p l i e d  a g a i n s t  t h e  i n t e r e s t  o n  t h e s e  A R L F  l o a n s .

T h e  E f f e c t  o f  P r o d u c t i o n  C r e d i t s  -  E x a m p l e s  o f  T y p i c a l  F a r m s

A n n u a l  I n c o m e  P o t e n t i a l  P r o d u c t i o n  C r e d i t s

p a r l e y

D e l t a  I  F a r m e r  $ 1 5 0 , 0 0 0  1 0 %  C r e d i t  = $ 1 5 , 0 0 0 ;  2 0 %  C r e d i t  = $ 3 0 , 0 0 0

T o t a l  A n n u a l  A n n u a l  I n t e r e s t  P a y m e n t  I n t e r e s t  P a y m e n t
5 i a t e  L o a n s  L o a n  P a y m e n t s  L o a n  P a y m e n t s  W i t h  1 0%  C r e d i t  W i t h  2 0 %  C r e d i t

$ 9 2 5 , 6 0 0  $ 2 0 6 , 9 7 6  $ 5 2 , 6 3 7  $ 3 7 , 6 3 7  $ 2 2 , 6 3 7

A n n u a l  I n c o m e  P o t e n t i a l  P r o d u c t i o n  C r e d i t s

f)3. r l e y

D e l t a  I I  F a r m e r  $ 1 5 0 , 0 0 0  1 0 %  C r e d i t  = $ 1 5 , 0 0 0 ;  2 0 %  C r e d i t  = $ 3 0 , 0 0 0

T o t a l  A n n u a l  A n n u a l  I n t e r e s t  P a y m e n t  I n t e r e s t  P a y m e n t
S f a t e  L o a n s  L o a n  P a y m e n t s  L o a n  P a y m e n t s  W i t h  1 0%  C r e d i t  W i t h  2 0%  C r e d i t

/,024,000 $236,708 $86,390 $71,390 $56,390



■ . .  .....

A n n u a l  I n c o m e P o t e n t i a l  P r o d u c t s  a  C r e d i t s

M i l k

i .  P t .  M a c K e n z i e  
F a r m e r $ 3 7 5 , 0 0 0 1 0%  C r e d i t  = $ 3 7 , 5 0 0 ;  2 0 %  C r e d i t  = $ 7 5 , 0 0 0

T o t a l  A n n u a l  A n n u a l  I n t e r e s t  P a y m e n t  I n t e r e s t  P a y m e n t
S t a t e  L o a n s  L o a n  P a y m e n t s  L o a n  P a y m e n t s  W i t h  1 0%  C r e d i t  W i t h  2 0 %  C r e d i t

: i , 1 4 8 , 1 0 0  $ 2 0 9 , 6 3 3 $ 7 8 , 3 5 7 $ 4 0 , 8 5 7 $ 3 , 3 5 7

A n n u a l  I n c o m e

p o t a t o e s

M a t a n u s k a  
V a l l e y  F a r m e r $ 1 4 4 , 0 0 0

P o t e n t i a l  P r o d u c t i o n  C r e d i t s

1 0%  C r e d i t  = $ 1 4 , 4 0 0 ;  2 0 %  C r e d i t  = $ 2 8 , 8 0 0

T o t a l  A n n u a l  A n n u a l  I n t e r e s t  P a y m e n t  I n t e r e s t  P a y m e n t
t a t e  L o a n s  L o a n  P a y m e n t s  L o a n  P a y m e n t s  W i t h  10%  C r e d i t  , W i t h  2 0 %  C r e d i t

$ 4 2 8 , 8 0 0 $ 2 3 7 , 9 1 0 $ 2 9 , 3 7 6 $ 1 4 , 9 7 6 $ 5 7 6

A n n u a l  I n c o m e P o t e n t i a l  P r o d u c t i o n  C r e d i t s

.' F a i r b a n k s  
A r e a  F a r m e r $ 1 0 4 , 0 0 0 1 0%  C r e d i t  = $ 1 0 , 4 0 0 ;  2 0 %  C r e d i t  = $ 2 0 , 8 0 0

T o t a l  A n n u a l  A n n u a l  I n t e r e s t  P a y m e n t  I n t e r e s t  P a y m e n t
t a t e  L o a n s  L o a n  P a y m e n t s  L o a n  P a y m e n t s  W i t h  10%  C r e d i t  W i t h  2 0 %  C r e d i t

$ 2 4 3 , 7 9 1 $ 8 2 , 5 0 0  . $  2 2 , 3 2 9 $ 1 1 , 9 2 9 $ 1 , 5 2 9



ACTUAL c s m  I  f A S m

A n n u a l P r i n c i p a l I n t e r e s t

L o a n  T v p e T o t a l  L o a n L o a n  P a y m e n t P a y m e n t P a y m e n t

L a n d  P u r c h a s e ? 0 $ o $ 0 $ 0

L a n d  C l e a r i n g 37 0 , 6 0 0 • .24,590 3, 018 21 , 5 7 2

C h a t t e l 3 0 0 , 0 0 0 5 7 , 6 2 1 4 5 , 7 4 1 11,879

F a r m  D e v e l o p m e n t 1 5 4 , 0 0 0 15 , 6 8 5 4 , 5 7 8 11 , 1 0 6

O p e r a t i n g 101.Z.Q.QO 1 0 9 , 0 8 0 1 0 U Q & !

T O T A L $92 5 , 6 0 0 $ 2 0 6 , 9 7 6 $ 1 5 4 , 3 3 7 $ 5 2 , 6 3 7

A C T M t  J 2 E m  i i  m a s s

L a n d  P u r c h a s e $ 3 2 4 , 0 0 0 $ 4 3 , 3 7 6 $ 4 , 4 9 6 $ 3 8 , 8 8 0

L a n d  C l e a r i n g 3 0 7 , 0 0 0 2 5 , 7 4 5 1 ,612 2 4 , 1 3 2

C h a t t e l 1 8 1 , 0 0 0 34 , 7 6 5 2 7 , 5 9 7 7 , 1 6 7

F a r m  D e v e l o p m e n t 95,000 9,675 2 , 824 6 , 8 5 1

O p e r a t i n g 2 1 7 r 0 0 o H i ? , 3 6 P 1 1 7 , 0 0 0 ?  r

T O T A L $ 1 , 0 2 4 , 0 0 0 $ 2 3 9 , 9 2 1 $ 1 5 3 , 5 2 9 $ 8 6 , 3 9 0

a s m s  m a r  K & c s s a m  f a r m e r

Land P u r c h a s e $ 62,900 $ 8 , 4 2 0 $ 872 $ 7,548

L a n d  C l e a r i n g 94,200 7,899 494 7 ,404

C h a t t e l 265,000 5 0 , 8 9 9 4 0 , 4 0 5 10, 4 9 3

Farm D e v e l o p m e n t 656,000 66 , 8 1 5 1 9 , 5 0 2 4 7 , 3 1 2

O p e r a t i n g 20., ,000 75r<5Q0 7 0 , 0 0 0 5,600

T O T A L $ 1 , 1 4 8 , 1 0 0 $ 2 0 9 , 6 3 3 $ 1 3 1 , 2 7 3 $ 7 8 , 3 5 7



A n  a v e r a g e  D e l t a  I o r  D e l t a  II f a r m e r  c o u l d  e x p e c t  a gross 
income (total, sales) o f  a p p r o x i m a t e l y  $ 1 0 0 , 0 0 0  to $ 1 2 5 , 0 0 0  
p e r  year, d e p e n d i n g  o n  w e a t h e r  c o n d i t i o n s ,  m a r k e t  c o n d i t i o n s  
and m a n y  o t h e r  factors. A  P o i n t  M a c k e n z i e  f a r m e r  c o u l d  
e x p e c t  a g r oss i n c o m e  o f  a p p r o x i m a t e l y  $ 4 2 7 , 5 0 0  p e r  year.

B a s e d  on t h ese e s t i a m t e d  y e a r l y  i n c o m e s  a n d  the t e rms of  SB 
40, the f o l l o w i n g  a m o u n t s  w o u l d  be a v a i l a b l e  e a c h  y e a r  for 
c r e d i t  t o w a r d s  loan i n t e r e s t  p a y m e n t s .

1984 20% X $ 1 0 0 , 0 0 0 = $ 2 0 , 0 0 0
1985 20% X $ 1 0 0 , 0 0 0 = $ 2 0 , 0 0 0
1986 20% X $ 1 0 0 , 0 0 0 = $ 2 0 , 0 0 0
1987 20% X $ 1 0 0 , 0 0 0 = $ 2 0 , 0 0 0
1988 20% X $ 1 0 0 , 0 0 0 = $ 2 0 , 0 0 0
1989 18% X $ 1 0 0 , 0 0 0 = $ 1 8 , 0 0 0
1990 16% X $10 0 , 0 0 0 — $ 1 6 , 0 0 0
1991 14% X $ 1 0 0 , 0 0 0 — $ 1 4 , 0 0 0
1992 12% X $ 1 0 0 , 0 0 0 = $ 1 2 , 0 0 0
1993 10% X $ 1 0 0 , 0 0 0 = $ 1 0 , 0 0 0

1984 20% X $42 7 , 5 0 0 = $ 8 5 , 5 0 0
1985 20% X $42 7 , 5 0 0 = $ 8 5 , 5 0 0
1986 20% X $ 4 2 7 , 5 0 0 = $ 8 5 , 5 0 0
1987 20% X $42 7 , 5 0 0 = $ 8 5 , 5 0 0
1988 20% X $42 7 , 5 0 0 = $ 8 5 , 5 0 0

1989 18% X $42 7 , 5 0 0 = $ 7 6 , 9 5 0
1990 16% X $ 4 27,500 = $ 6 8 , 4 0 0

1991 14% X $ 4 2 7 , 5 0 0 = $ 5 9 , 8 5 0
1992 12% X $ 4 2 7 , 5 0 0 = $ 5 1 , 3 0 0
1993 10% X $ 4 2 7 , 5 0 0 = $ 4 2 , 7 5 0



BILL SHEFFIELD, GOVERNOR

REPLY TO:

D E P A R T M E N T  O F  L A W
f

O F F I C E  O F  T H E  A T T O R N E Y  G E N E R A L

F e b r u a r y  14, 1986

T h e  H o n o r a b l e  J o h n  B. C o g h i l l  
T h e  H o n o r a b l e  J a l m a r  M. K e r t t u l a  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
Juneau,, A K  99811

□ 1031 W  4th A VENUE 
SUITE 200
ANCHORAGE. ALASKA 99501 
PHONE: 1907) 276-3550

□ 1st NATIONAL CENTER 
100 CUSHMAN ST.
SUITE 400
FAIRBANKS. ALASKA 99701 
PHONE: 1907) 452-1568

/0PCPOUCH K ■ STATE CAPITOL 
JUNEAU. ALASKA 99811 
PHONE: (907) 465-3600

Re: ' C S S B  3 4 9 ( R e s >

D e a r  S e n a t o r s  C o g h i l l  a n d  K e r t t u l a :

• •
Th i s  l e t t e r  is to a l e r t  y o u  to a p o s s i b l e  c o n s t i t u t i o n­

al p r o b l e m  w i t h  C S S B  3 4 9 (Res), a b i l l  w h i c h  r e l a t e s  to the r e o r­
g a n i z a t i o n  of p r i v a t e  d e b t  i n c u r r e d  as a r e s u l t  o f  a g r i c u l t u r a l  
a c t i v i t i e s  in the D e l t a  area.

W i t h o u t  m o r e  i n f o r m a t i o n  in the bill, it is p o s s i b l e  
th a t  it v i o l a t e s  a r t i c l e  I I „ s e c t i o n  19 o f  the A l a s k a  C o n s t i t u­
tion, w h i c h  p r o v i d e s  in r e l e v a n t  part: "T h e  l e g i s l a t u r e  s h all
p a s s  n o  l o cal or s p e c i a l  act if a g e n e r a l  act can be m a d e  a p­
p l i c a b l e . "  T h e  A l a s k a  S u p r e m e  C o u r t  has h e l d  that l e g i s l a t i o n  
does n o t  b e c o m e  " l o c a l "  m e r e l y  b e c a u s e  it o p e r a t e s  o n l y  on  one 
g e o g r a p h i c a l  a r e a  o f  the state; h o w e v e r ,  l e g i s l a t i o n  is i m p e r­
m i s s i b l y  " l o c a l "  i f  t h e r e  is n o t h i n g  in the n a t u r e  o f  the 
s p e c i f i c  a r e a  w h i c h  j u s t i f i e s  a d e p a r t u r e  f r o m  m a k i n g  the l e g i s­
la t i o n  a p p l i c a b l e  to all s i m i l a r  areas. See A b r a m s  v. S t a t e , 534 
P . 2d 91 ( A l a s k a  1975) (ch. 145, S L A  1975^ c r e a t i n g  a n e w  E a g l e  
R i v e r - C h u g i a k  B o r o u g h ,  h e l d  u n c o n s t i t u t i o n a l  b e c a u s e  n o t h i n g  in 
the n a t u r e  of E a g l e  R i v e r - C h u g i a k  a r e a  j u s t i f i e d  d e p a r t i n g  f r o m  
the g e n e r a l  l a w  s c h e m e  f o r  i n c o r p o r a t i n g  a n e w  b o r o u g h ) .

N o t h i n g  i n  the te x t  o f  C S S B  3 4 9 (Res) i n d i c a t e s  that 
t h e r e  are s p e c i a l  c i r c u m s t a n c e s  in the D e l t a  a r e a  w h i c h  w o u l d  
j u s t i f y  l e g i s l a t i o n  d i r e c t e d  o n l y  at a g r i c u l t u r a l  o p e r a t i o n s  in 
that location. T h e r e  v e r y  w e l l  m a y  b e  su c h  c i r c u m s t a n c e s .  To 
a v o i d  any c o n s t i t u t i o n a l  d i f f i c u l t y ,  y o u  m a y  w i s h  to c o n s i d e r  
i n c l u d i n g  a s e c t i o n  in the b i l l  s e t t i n g  out l e g i s l a t i v e  f i n d i n g s  
w h i c h  w o u l d  j u s t i f y  local and s p e c i a l  l e g i s l a t i o n  a d d r e s s i n g  o n l y  
a g r i c u l t u r a l  o p e r a t i o n s  in that area. In the a l t e r n a t i v e ,  the 
b i l l  c o u l d  be a m e n d e d  to m a k e  it a p p l y  to a g r i c u l t u r a l  o p e r a t i o n s  
a n y w h e r e  in the s t a t e  f i t t i n g  c e r t a i n  c r i t e r i a  (e.g., l a c k  of 
a d e q u a t e  t r a n s p o r t a t -* n systems; la c k  of  a v a i l a b l e  l ocal mar k e t s ;  
s e v e r e  w e a t h e r - r e l a t j d  crop damage; etc.).



T h e  H o n o r a b l e  J o h n  B. C o g h i l l  
T h e  H o n o r a b l e  J a l m a r  M. K e r t t u l a

F e b r u a r y  14, 1986 
P a g e  2

I a m  w i l l i n g  to m e e t  w i t h  y o u , m e m b e r s  of y o u r  staff,
o r  a r e p r e s e n t a t i v e  of the D i v i s i o n  of L e g a l  S e r v i c e s  in the L e g­
i s l a t i v e  A f f a i r s  A g e n c y  to e n s u r e  that t h e r e  are n o  c o n s t i t u t i o n­
al p r o b l e m s  w i t h  the bill.

G T K : d i m
cc: S e n a t o r  J a n  F a i k s

S e n a t o r  J o h n  C. S a c kett 
S e n a t e  F i n a n c e  C o m m i t t e e

C o m m i s s i o n e r  E s t h e r  C , W u n n i c k e  
D e p a r t m e n t  of N a t u r a l  R e s o u r c e s

J i m  Ayers, L e g i s l a t i v e  A s s i s t a n t  
O f f i c e  of the G o v e r n o r

S i n cerely,

H A R O L D  M i  B R O W N  
A T T O R N E Y  G E N E R A L

By:
G. T h o m a s  K o e s t e r  
A s s i s t a n t  A t t o r n e y  G e n e r a l

T a m a r a  Cook, D i r e c t o r  
L e g a l  S e r v i c e s  D i v i s i o n  
L e g i s l a t i v e  A f f a i r s  A g e n c y




