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R E :  SB  3 4 9  " A n  A c t  r e l a t i n g  t o  r e o r g a n i s a t i o n  o f  p r i v a t e
d e b t  a t  t h e  D e l t a  P r o j e c t "

SB  3 4 9  i s  d i r e c t e d  a t  r e d u c i n g  t h e  d e b t  b u r d e n  o f  t h e  D e l t a  
f a r m e r s  b y  a l l o w i n g  a  c r e d i t  o n  t h e  r e t u r n  o f  a g r i c u l t u r a l  
l a n d  t o  t h e  s t s t e .  T h e  b i l l  r e q u i r e s  t h a t  t h e  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  r e n e g o t i a t e  a  l o a n  u p o n  r e q u e s t  o f  a  
f a r m e r  w h o  h a s  p u r c h a s e d  s t a t e  l a n d  i n  t h e  a r e a .  T h e  r e n e g o ­
t i a t i o n  s h a l l  i n c l u d e  a  r e l i n q u i s h m e n t  o f  t h e  l a n d  p u r c h a s e d ,  
a  f a i r  m a r k e t  a p p r a i s a l ,  a  c r e d i t  a g a i n s t  t h e  s t a t e  d e b t ,  f e e  
s i m p l e  t i t l e  t o  a  f i v e - a c r e  p a r c e l ,  a  l e a s e  b a c k  a r r a n g e m e n t ,  
a n d  a  p r e f e r e n c e  r i g h t  t o  r e p u r c h a s e  t h e  l a n d .

T h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  h a s  p r o v i d e d  a  s e c t i o n a l  
a n a l y s i s  ( a t t a c h e d )  t h a t  s h o w s ,  d e p e n d i n g  o n  t h e  v a l u e  o f  t h e  
l a n d ,  a  p o t e n t i a l  $ 1 0  m i l l i o n  c r e d i t  a g a i n s t  t h e  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  d e b t .

E n c l o s u r e :

L e t t e r  f r o m  D e p t ,  o f  N a t u r a l  R e s o u r c e s  
w i t h  f i s c a l  n o t e
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T h e  H o n o r a b l e  A r l i s s  S t u r g u l e w s k i  
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  
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D e a r  S e n a t o r  S t u r g u l e w s k i :

As  y o u  h a v e  r e q u e s t e d ,  the D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  
h a s  r e v i e w e d  SB  349, w h i c h  w o u l d  p r o v i d e  d e b t  r e l i e f  for 
D e l t a  a g r i c u l t u r a l  p r o j e c t  f a r m e r s .  In g e n e r a l ,  w e  s u p p o r t  
the c o n c e p t  o f  d e b t  r e l i e f  e m b o d i e d  in t h i s  bill.

A s  y o u  m a y  know, the d e p a r t m e n t  h a s  b e e n  c o n s i d e r i n g  a d m i n­
i s t r a t i v e  m e a s u r e s  to  r e l i e v e  t h e  d e b t  l o a d  of D e l t a  f a r m e r s  
a n d  h a s  d e v e l o p e d  a m e t h o d  to  r e s t r u c t u r e  D e l t a  la n d  debts. 
U n d e r  o u r  p r o p o s a l ,  D e l t a  f a r m e r s  c o u l d  r e l i n q u i s h  p o r t i o n s  
o r  all of t h e i r  l a n d  to  the S t a t e  in r e t u r n  for f o r g i v e n e s s  
o f  the l a n d  p u r c h a s e  a n d  c l e a r i n g  l o a n  d e b t  a s s o c i a t e d  w i t h  
the r e l i n q u i s h e d  land. In a d d i t i o n ,  f a r m e r s  w o u l d  be 
a l l o w e d  to  l e a s e  t h e  r e l i n q u i s h e d  l a n d  for f a r m i n j  p u r p o s e s  
a n d  to r e p u r c h a s e  it w h e n  f i n a n c i a l l y  able.

M o s t  of t h e  m e a s u r e s  t o  a s s i s t  D e l t a  f a r m e r s  p r o p o s e d  in 
SB 349, w i t h  t h e  e x c e p t i o n  o f  S e c t i o n  1.(4), are s i m i l a r  to 
o u r  r e l i n q u i s h m e n t  p lan. T h e  f o l l o w i n g  c o m m e n t s  are 
s p e c i f i c  t o  e a c h  s e c t i o n  o f  the bill.

S e c t i o n  1. ( 1 ) . The C o m m i s s i o n e r  is c u r r e n t l y  a b l e  to do  
t h i s  u n d e r  h e r  g e n e r a l  a u t h o r i t y .  A  d e f i n i t i o n  of  the 
" D e l t a  P r o j e c t "  is n e e d e d .  It is n o t  c l e a r  w h e t h e r  t h e  
T a n a n a  L o o p  a g r i c u l t u r a l  s a l e  is i n c l u d e d  as p a r t  of  the 
" D e l t a  P r o j e c t . "  A p p r o x i m a t e l y  25 o f  t h e  37 p a r c e l s  
i n c l u d e d  in t h e  D e l t a  I a n d  D e l t a  II p r o j e c t s  w o u l d  be 
e l i g i b l e  for r e l i n q u i s h m e n t  u n d e r  t h i s  b ill. T h e  r e m a i n i n g  
p a r c e l s  h a v e  e i t h e r  b e e n  a s s i g n e d  t o  a n o t h e r  i n d i v i d u a l  or 
w e r e  p u r c h a s e d  by a c o r p o r a t i o n  a n d  d o  n o t  m e e t  the 
r e q u i r e m e n t  o f  b e i n g  p u r c h a s e d  f r o m  t h e  State.

S e c t i o n  1 . ( 2 ) . A p p r a i s a l  of 25 p a r c e l s  w o u l d  c o s t  a p p r o x i­
m a t e l y  $7,500. It s h o u l d  b e  n o t e d  t h a t  l a n d  a p p r a i s a l s  
w o u l d  b e  for a g r i c u l t u a l  i n t e r e s t  only.
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S e c t i o n  1. ( 3 ) . C u r r e n t  f a i r  m a r k e t  v a l u e  o f  f a r m  la n d  in 
the D e l t a  a r e a  is a p p r o x i m a t e l y  $200 f e r  acre. T h i s  s e c t i o n  
s h o u l d  d e f i n e  w h e t h e r  t h e  l a n d  c o n t r a c t  d e bt, the c l e a r i n g  
l o a n  d e b t  or t h e  A R L F  d e b t  is t o  r e c e i v e  t h e  cred i t .  The 
l a n d  d e b t  for D e l t a  II f a r m e r s  a v e r a g e s  $1 8 0  p e r  acre. In 
a d d i t i o n ,  D e l t a  II f a r m e r s  h a v e  c l e a r i n g  l o a n s  of 
a p p r o x i m a t e l y  $180 an acre, a n d  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  l o ans for f a r m  o p e r a t i o n s ,  d e v e l o p m e n t  a n d  c h a t t e l  of 
u p  t o  $ 5 0 0 , 0 0 0 .  D e l t a  I f a r m e r s  p u r c h a s e d  l a n d  for 
a p p r o x i m a t e l y  $51 p e r  acre, b u t  the " h o m e s t e a d  c r e d i t "  
p r o g r a m  a v a i l a b l e  at t h a t  t i m e  e f f e c t i v e l y  r e d u c e d  t h e  p r i c e  
of D e l t a  I l a n d  to a f e w  d o l l a r s  p e r  acre. D e l t a  I f a r m e r s  
h a v e  c l e a r i n g  loans a v e r a g i n g  a p p r o x i m a t e l y  $165 p e r  a c r e  
a n d  are a l s o  e l i g i b l e  for A R L F  l o a n s  t o t a l i n g  $ 1 , 0 0 0 , 0 0 0 .

If t h e  a p p r a i s e d  v a l u e  of  c l e a r e d  D e l t a  l a n d  is $200 p e r  
acre, a n d  25 p a r c e l s  a v e r a g i n g  2 , 0 0 0  a c r e s  e a c h  are 
r e l i n q u i s h e d  to t h e  State, a c r e d i t  of  $ 1 0 , 0 0 0 , 0 0 0  w o u l d  be 
g r a n t e d .  S o m e  w o u l d  v i e w  t h i s  as a lo s s  o f  r e v e n u e  to the 
State. F o r  D e l t a  II f a r m e r s  t h i s  w o u l d  e s s e n t i a l l y  b e  a 
p a p e r  loss b e c a u s e  the v a l u e  o f  the l a n d  c l e a r e d  is 
a p p r o x i m a t e l y  e q u a l  t o  the a m o u n t  t h e  f a r m e r s  a g r e e d  to pay 
for the u n c l e a r e d  land. T h e  S t a t e  w o u l d  r e g a i n  t h e  l a n d  and 
be ab l e  to c h a r g e  a n o m i n a l  fee f o r  its lease. In a d d i t i o n ,  
at so m e  f u t u r e  t i m e  t h e  S t a t e  c o u l d  r e s e l l  t h e  land.

S i n c e  D e l t a  I f a r m e r s  p a i d  o n l y  a f e w  d o l l a r s  for the land, 
the $200 p e r  a c r e  l a n d  c r e d i t  w o u l d  n e e d  to  be  a p p l i e d  to 
s o m e  o t h e r  d e b t  o w e d  to the S t a t e .  S i n c e  t h e  S t a t e  w o u l d  
r e c e i v e  n o  c o l l a t e r a l  in r e t u r n  for a c r e d i t  a g a i n s t  
c l e a r i n g  l oans or A R L F  loans, t h e  c r e d i t  foi D e l t a  I f a r m e r s  
w o u l d  r e s u l t  in a loss of  r e v e n u e  to  t h e  St a t e .  If T a n a n a  
L o o p  f a r m e r s  are i n c l u d e d  in t h e  d e f i n i t i o n  o f  " D e l t a  
P r o j e c t "  a d d i t i o n a l  r e v e n u e  l o s s e s  w o u l d  r e s u l t .

S e c t i o n  1 . ( 4 ) . In o u r  a n a l y s i s  o f  D e l t a  d e b t  p r o b l e m s  w e  
h a v e  n o t  v i e w e d  the s a l e  o f  fee s i m p l e  t i t l e  to  a fi v e  acre 
f a r m s t e a d  as c o n t r i b u t i n g  t o  t h e  r e m o v a l  o f  t h e  f a r m e r ' s  
h e a v y  b u r d e n  of  debt. C u r r e n t l y ,  A S  3 8 . 0 5 . 3 2 1  r e s t r i c t s  the 
sale, l e a s e  or  o t h e r  d i s p o s a l  of S t a t e  a g r i c u l t u r a l  l a n d  to 
a g r i c u l t u r a l  i n t e r e s t  only. T h e  i n t e n t  o f  t h i s  s t a t u t e  is 
to p r o t e c t  the u s e  of a g r i c u l t u r a l  l a n d  f o r  a g r i c u l t u r a l  
p u r p o s e s .  If D e l t a  f a r m e r s  a r e  a l l o w e d  t o  s e p a r a t e  a five 
a c r e  f a r m s t e a d  f r o m  t h e  farm, t h e  f a r m s t e a d  c o u l d  be so l d
i n d e p e n d e n t l y ,  l e a v i n g  a 1 :ge t r a c t  of  f a r m  l a n d  w h e r e  no
b u i l d i n g s  or n e w  f a r m s t e a d  c o u l d  b e  c o n s t r u c t e d .

C u r r e n t l y ,  no  l o a n s  are m a d e  for the p u r c h a s e  of S t a t e  land, 
t h e r e f o r e  a l o a n  to p u r c h a s e  fee s i m p l e  t i t l e  c o u l d  n o t  be 
r e n e g o t i a t e d .  A  s i m p l e r  m e t h o d  w o u l d  b e  to  a m e n d  the 
e x i s t i n g  l a n d  c o n t r a c t .  T h e  v a l u e  of fee s i m p l e  l a n d  in 
D e l t a  is a p p r o x i m a t e l y  $ 1 , 0 0 0  p e r  a c r e  a n d  t h e  p u r c h a s e r  
w o u l d  be r e q u i r e d  to p a y  t h e  d i f f e r e n c e  b e t w e e n  t h e  o r i g i n a l  
p u r c h a s e  p r i c e  and t h e  fee s i m p l e  price. T h e  f i v e - a c r e



p a r c e l  w o u l d  n e e d  to b e  s u r v e y e d  a t  a c o s t  o f  a p p r o x i m a t e l y  
$ 1 , 8 0 0  p e r  farm.

S e c t i o n  1 . ( 5 ) . The f a i r  m a r k e t  v a l u e  for l e a s i n g  s h o u l d  be 
r e l a t e d  to t h e  v a l u e  o f  a g r i c u l t u r a l  i n t e r e s t  o n l y  land. A n  
a p p r a i s a l  m a y  be  r e q u i r e d  b e f o r e  t h e  v a l u e  o f  t h e  l e a s e  is 
d e t e r m i n e d .  H o w e v e r ,  the a p p r a i s a l  r e q u i r e d  by S e c t i o n  
1.(2) s h o u l d  suffice.

S e c t i o n  1 . ( 6 ) . T h e  l e s s e e  s h o u l d  b e  a b l e  to e x e r c i s e  the 
p r e f e r e n c e  r i g h t  to p u r c h a s e  the r e l i n q u i s h e d  l a n d  a t  any 
t i m e  d u r i n g  the 2 0 - y e a r  t e r m  of  the lease.

S e c t i o n  2 . If this a c t  is to b e  r e p e a l e d  in 1988, t h e  
p r e f e r e n c e  r i g h t  p r o v i s i o n  w o u l d  a l s o  b e  r e p e a l e d .  T h e  d a t e  
o f  r e p e a l  s h o u l d  a p p l y  o n l y  to the f i r s t  s e c t i o n  of the 
bill.

P l e a s e  let m e  k n o w  if y o u  n e e d  a d d i t i o n a l  i n f o r m a t i o n  
r e l a t e d  to t h i s  b i l l  or the d e p a r t m e n t ' s  p l a n s  to a s s i s t  
D e l t a  farmers.

S i n c e r e l y ,

C o m m i s s i o n e r

cc: S e n a t e  R e s o u r c e s  C o m m i t t e e
S e n a t o r  K e r t t u l a
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A n a l y s i s  for F i s c a l  Note, S e n a t e  B i l l  349
R e o r g a n i z a t i o n  o f  D e l t a  A g r i c u l t u r a l  P r o j e c t  D e b t

C o n t r a c t u a l  F u n d s  

A p p r a i s a l  o f  e l i g i b l e  p a r c e l s

25 p a r c e l s  x $300 p e r  p a r c e l  = $ 7,500 

S u r v e y  o f  5 a c r e  fee s i m p l e  h o m e s i t e s

25 p a r c e l s  x $1800 p e r  p a r c e l  = $ 4 5 ,000

T o t a l  $ 5 2 , 5 0 0

R e v e n u e

A  p a p e r  lo s s  o f  as m u c h  as $ 1 0 , 0 0 0 , 0 0 0  c o u l d  b e  r e a l i z e d  if 
25 p a r c e l s  o f  2000 a c r e s  e a c h  a r e  r e l i n q u i s h e d  to the State.

25 p a r c e l s  x  2 , 0 0 0  a c r e s  p e r  p a r c e l  x $200 p e r  a c r e  = 
$1 0,0 0 0,0 0 0.

H o w e v e r ,  s i n c e  t h e  c l e a r i n g  l o a n s  a n d  land coi-tract. p a y m e n t s  
m a y  n o t  b e  c o l l e c t a b l e  u n d e r  c u r r e n t  D e l t a  f i n a n c i a l  
c o n d i t i o n s ,  a n d  b e c a u s e  the S t a t e  w o u l d  r e c e i v e  c l e a r e d  land 
in l i e u  o f  l a n d  a n d  l o a n  p a y m e n t s  u n d e r  t h i s  bill, it c o u l d  
a l s o  b e  a r g u e d  t h a t  n o  r e v e n u e  loss w o u l d  occur.
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A n a l y s i s  for F i s c a l  Note, S e n a t e  B i l l  349
R e o r g a n i z a t i o n  o f  D e l t a  A g r i c u l t u r a l  P r o j e c t  D e b t

R e v e n u e

A  p a p e r  loss o f  as m u c h  as $ 1 4 , 8 0 0 , 0 0 0  c o u l d  b e  r e a l i z e d  if 
37 p a r c e l s  of 2000 a c r e s  e a c h  are r e l i n q u i s h e d  to the State.

37 p a r c e l s  x 2,000 a c r e s  p e r  p a r c e l  x $200 p e r  a c r e  = 
$14, 8 0 0 , 0 0 0 .

H o w e v e r ,  since the c l e a r i n g  l o a n s  a n d  la n d  c o n t r a c t  p a y m e n t s  
m a y  not be c o l l e c t a b l e  u n d e r  c u r r e n t  D e l t a  f i n a n c i a l  
c o n d i t i o n s ,  a n d  b e c a u s e  the S t a t e  w o u l d  r e c e i v e  c l e a r e d  land 
in lieu o f  land a n d  l o a n  p a y m e n t s  u n d e r  t h i s  b i l l ,  it c o u l d  
a l s o  b e  a r g u e d  t h a t  no r e v e n u e  loss w o u l d  occur.

In addit i o n ,  r e n e g o t i a t i n g  A R L F  c h a t t e l  a n d  f a r m  i m p r o v e m e n t  
loans c o u l d  r e s u l t  in r e d u c t i o n s  in l o a n  p r i n c i p a l  a n d  
i n t e r e s t  due the State. H o w e v e r ,  s i n c e  f o r e c l o s u r e  a n d  
r e s a l e  of  fa r m  c h a t t e l  a n d  i m p r o v e m e n t s  c o u l d  g e n e r a t e  less 
i n c o m e  th a n  c o u l d  be r e a l i z e d  f r o m  lo a n  r e n e g o t i a t i o n s ,  it 
c o u l d  be a r g u e d  th a t  no r e v e n u e  loss w o u l d  occur.
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Senate

F e b r u a r y  4 ,  1 9 8 6

M a x i n e  J .  M i l l e r  
P . O .  BOX 7 4 7 1 6  
F a i r b a n k s ,  A K  9 9 7 0 7

D e a r  M a x i n e :

T h a n k s  s o  m u c h  f o r  y o u r  l e t t e r  o n  SB  3 4 9 .  Y o u r  r e m a r k s  
f l a t t e r  m e .  I  d o  r e m e m b e r  t h e  t o u r  a n d  h a v i n g  a  c o n v e r s a t i o n  
w i t h  y o u .

L a s t  w e e k  t h e  S e n a t e  R e s o u r c e s  C o m m i t t e e  h e a r d  SB  3 4 9  
r e l a t i n g  t o  t h e  r e o r g a n i z a t i o n  o f  p r i v a t e  d e b t  a t  t h e  D e l t a  
B a r l e y  P r o j e c t .  A  c o m m i t t e e  s u b s t i t u t e  w a s  c o n s i d e r e d ,  b u t  
n o t  a d o p t e d .  T h e r e  w e r e  m a j o r  o b j e c t i o n s  t o  t h e  p r o v i s i o n  o n  
f e e  s i m p l e  t i t l e  f o r  f i v e  a c r e s .  T h e  c o m m i t t e e  d i r e c t e d  t h e  
b i l l  d r a f t e r s  t o  r e m o v e  t h i s  s e c t i o n  i n  t h e  n e x t  v e r s i o n .  
S e n a t o r  C o g h i l l  i n t e n d s  t o  i n t r o d u c e  s e p a r a t e  l e g i s l a t i o n  o n  
t h i s  i s s u e .

I  t h o u g h t  a b o u t  y o u r  c o m m e n t  t h a t  t h i s  b i l l  w o u l d  g i v e  
u n f a i r  a d v a n t a g e s  t o  f a r m e r s  i n  t h e  D e l t a  a r e a .  M e m b e r s  o f  
t h e  c o m m i t t e e  f e e l s  t h i s  i s  a  c a s e  w h e n  " s p e c i a l "  h e l p  s h o u l d  
b e  c o n s i d e r e d .

T h e  t h i n k i n g  b e h i n d  t h e  b i l l  g o e s  s o m e t h i n g  l i k e  t h i s .
T h e  s t a t e  a c t i v e l y  e n c o u r a g e d  b a r l e y  p r o d u c t i o n  i n  D e l t a .
T h o s e  f a r m e r s  w o u l d  h a v e  n e v e r  t a k e n  b a n k  l o a n s  o t h e r w i s e .
T h e y  c o u n t e d  o n  a  f o r e i g n  m a r k e t  t h e  s t a t e  p r e d i c t e d  w o u l d  
m a t e r i a l i z e ,  b u t  n e v e r  d i d .  T h e r e  i s  a  s m a l l  b u t  g r o w i n g  
i n - s t a t e  m a r k e t  f o r  g r a i n s  t h a t  s h o u l d  b e  p r e s e r v e d .  T h e  
s t a t e  w o u l d  s t i l l  l i k e  t h e  p r o j e c t  t o  s u c c e e d  r a t h e r  t h a n  l e t  
f a r m e r s  b e  f o r c e d  i n t o  b a n k r u p t c y  a n d  r e c e i v e  n o  f u r t h e r  
p a y m e n t s  o n  s t a t e  l o a n s .

SB 3 4 9  w i l l  b e  h e a r d  a g a i n  t o m o r r o w .  I  h a v e  g i v e n  a  c o p y  
o f  y o u r  l e t t e r  a n d  m y  r e p l y  t o  t h e  c h a i r m a n ,  S e n a t o r  A r l i s s  
S t u r g u l e w s k i ,  f o r  d i s t r i b u t i o n  t o  c o m m i t t e e  m e m b e r s .  I  h a v e  
e n c l o s e d  a  c o p y  o f  t h e  l a t e s t  d r a f t ,  w h i c h  h a s  t h e  s u p p o r t  o f



M a x i n e  J .  M i l l e r  
p a g e  t w o

t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s .

I  a p p r e c i a t e  h e a r i n g  f r o m  y o u ,  M a x i n e ,  a n d  u r g e  y o u  t o  
k e e p  p a r t i c i p a t i n g .

S i n c e r e l y ,

a h r e n k a m p  
A l a s k a  S t a t e  S e n a t e



M A X I N E  J. M I L L E R  
P.O. B o x  74716 

F a i r b a n k s ,  A K  99707

J a n u a r y  2, 1986

S e n a t o r  B e t t y e  F a h r e n k a m p  
P o u j h  V
J u n e a u ,  A K  99811

D e a r  B e t t y e :

I d o n ' t  t h i n k  y o u  w o u l d  r e m e m b e r  me b e c a u s e  I o n l y  m e t  y o u  
once, a f e w  y e a r s  a g o  on  a a g r i c u l t u r a l  b u s  t o u r  in Delta. You 
s e e m e d  to b e  a p e r s o n  w h o  is e a s y  to t a l k  to so t h a t ' s  w h y  it's 
e a s i e r  f o r  m e  to w r i t e  to  y o u  t h a n  so m e  o f  the o t h e r  l e g i s l a t o r s .

I w o n d e i e d  if y o u  h a v e  s e e n  S e n a t e  B i l l  349, w h e r e  the 
p u r c h a s e r s  o f  a g r i c u l t u r a l  r i g h t s  l a n d s  in D e l t a  r e c e i v e  some 
v e r y  i m p o r t a n t  a d v a n t a g e s  t h a t  the p u r c h a s e r s  o f  a g  r i g h t s  in 
o t h e r  a r e a s ,  for i n s t a n c e  on C h e n a  H o t  S p r i n g s  R o a d  a n d  o u t  by 
E i e l s o n  A i r f o r c e  B a se, d o  n o t ?  T h i s  s e e m s  a w f u l’.y u n f a i r  to me.
I w o n d e r e d  h o w  t h e  s t a t e  c a n  s i n g l e  o u t  a c e r t a i n  g r o u p  o f  ag 
r i g h t s  p u r c h a s e r s  for s p e c i a l  f a v o r s  a n d  d i s c r i m i n a t e  a g a i n s t  all 
t h e  o t h e r s .  I e s p e c i a l l y  n o t e  p a r a g r a p h  4, w h e r e  t h e s e  D e l t a  ag 
r i g h t s  p u r c h a s e r s  a r e  a l l o w e d  to b u y  fee s i m p l e  t i t l e  to u p  to 5 
a c r e s  on t h e i r  farms. If t h e y  are a l l o w e d  to  d o  this, so s h o u l d  
a l l  t h e  o t h e r  p u r c h a s e r s  of  a g  r i g h t s  la n d  in t h e  state.

T h i s  fee s i m p l e  t i t l e  t o  5 a c r e s  is so i m p o r t a n t .  It w o u l d  
m e a n  t h a t  y o u  c o u l d  g e t  a l o a n  f r o m  a b a n k  to b u i l d  a h o u s e  a n d  
b a r n ,  w h e r e  n o w  y o u  c a n n o t ,  b e c a u s e  n o  b a n k  w i l l  l e n d  y o u  m o n e y  
on y o u r  ag r i g h t s  land. Do  y o u  t h i n k  it is p o s s i b l e  t h a t  t h i s  
b i l l  c o u l d  be a l t e r e d  t o  h a v e  this p o r t i o n  e x t e n d  to all ag 
r i g h t s  l a n d s  in A l a s k a ?

I w o u l d  su r e  a p p r e c i a t e  h e a r i n g  w h a t  y o u  t h i n k  a b o u t  this. 
T h a n k s  f o r  t a k i n g  t h e  t i m e  to listen.

S i n c e r e l y  yours,

M a x i n e  J. M i l l e r
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IN T H E  S E N A T E B Y  T H E  F I N A N C E  C O M M I T T E E  

CS F O R  S E N A T E  B I L L  NO. 349 (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  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  - S E C O N D  S E S S I O N  

A  B I L L

F o r  a n  A ct e n t i t l e d :  " An A ct r e l a t i n g  to the r e o r g a n i z a t i o n  of p r i v a t e

debt at a D e l t a  P r o j e c t . "

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. L E G I S L A T I V E  F I N D I N G S .  The l e g i s l a t u r e  f i nds that the

10 large g r a i n  farms tha t  w e r e  d e v e l o p e d  o n  stat a g r i c u l t u r a l  l a n d  in the

11 D e l t a  P r o j e c t s  are s u b j e c t  to a p e r s o n a l  d ebt loa d  that is u n m a n a g e a b l e

12 b e c e u s e  of a c o i n c i d e n c e of u n i q u e  a n d  u n f o r e s e e n  c i r c u m s t a n c e  

(1) t h e / u ' n f o r e s e e n / d i f f i c u l t i e s  w i t h  the l i m i t e d  g r o w i n g  s e a s o n s13

14 i n c l u d i n g  the e x t r e m e l y  s h ort p e r i o d  in  w h i ch t h e crops m a y  

(2) c o n f l i c t s  w i t h  t h ^ f t e

-pl a n t erT;"

15

16

l p c a t e d  in t he area;

(3) the i n a d e q u a t e  a g raculjrtSr a T i n f r a s t r u c t^ijer in the a r e a  of 

17 the D e l t a  P r o j e c t s  a n d  *n the state;

(4) the

(5) the— ofiexpected_

18

19

20

r e s a d c f g r a i n  p r i c e s  n a t i o n w l d^r*^

[ems w i  a e c o n o m i c  fai

* Sec. 2. (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, at the re-

21 q u est of a n  i n d i v i d u a l  w h o  h o l d s  a g r i c u l t u r a l  r i g h t s  to lan d  p u r c h a s e d  fro m

22 the s t a t e  in a D e l t a  P r o j e c t ,

23 (1) a c c e p t  the r e l i n q u i s h m e n t  of a g r i c u l t u r a l  l and p u r c h a s e d

24 f r o m  the s t a t e  i.i a D e l t a  P r o j e c t  an d  c r edit the p e r c e n t a g e  cf t he debt

25 o w e d  to the s t a t e  on  land p u r c h a s e d  a n d  l and c l e a r i n g  l o a n s  tha t  e q u a l s  the

26 p e r c e n t a g e  of land r e l i n q u i s h e d  u n d e r  this section, e i t h e r  by a c r e a g e  or by

27 value, as d e t e r m i n e d  by  t' c o m m i s s i o n e r ;

28 (2) e n t e r  into an  a g r e e m e n t  w i t h  the i n d i v i d u a l  f o r  t he lease

29 f or a g r i c u l t u r a l  p u r p o s e s  o n l y  of a p o r t i o n  of or a ll of  the land

-1- C S S B  3 4 9 (Fin)
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19

r e l i n q u i s h e d  f or a t e r m  of 20 y e a r s  at the f ull f a i r  m a r k e t  v a l u e  of the 

land; a s u r v e y  u n d e r  this p a r a g r a p h ,  if re q u i r e d ,  s h all be at the e x p e n s e  

of the ind i v i d u a l .

(b) If  an  i n d i v i d u a l  w h o  h a s  r e l i n q u i s h e d  l a n d  u n d e r  this s e c t i o n  j

a p p l i e s  b e f o r e  J u l y  1, 1987 f o r  a lease on  all or p a r t  of the land relin- jjA
quished, t he l e ase s h all p r o v i d e  the lessee a n  o p t i o n  to p u r c h a s e  t he land 

l e ased u n d e r  sec. 2 ( a )(2) of  this Ac t  at ful l  f a i r  m a r k e t  v a l u e  at t he time ^ 

of p u r c h a s e  w i t h o u t  r e d u c t i o n  to r e f l e c t  the r e m a i n i n g  lease term.

(c) T he 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  i n  c o n s u l t a t i o n  w i t h  the 

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  B o a r d  m a y  r e n e g o t i a t e  w i t h  the i n d i v i d u a l  loans 

fo r  c h a t t e l s  or  f a r m  i m p r o v e m e n t s  l o c a t e d  o n  the a g r i c u l t u r a l  land in a 

D e l t a  P r o j e c t  if the c o m m i s s i o n e r  d e t e r m i n e s  that r e n e g o t i a t i o n  is n e c e s­

sary to m i n i m i z e  f i n a n c i a l  l o s s e s  to the s t a t e  a nd that it is in the best 

i n t e r e s t  of the state.

*  Sec. 3. T he p r o v i s i o n s  of this Act are n ot a v a i l a b l e  to an i n d i v i d u a l  

p a r t i c i p a t i n g  in a f e d e r a l  f a r m  p r o g r a m  that p r o v i d e s  m o n e t a r y  or o t h e r  

i n c e n t i v e s  f or k e e p i n g  a g r i c u l t u r a l  land in  a D e l t a  P r o j e c t  out of p r o d u c­

tion.

* Sec. 4. Thi s  A c t  is r e p e a l e d  Jul y  1 ,  1 9 8 8 .

CSSB 3 4 9 (Fin) -2-



T e s t i m o n y  o f  N a t u r a l  R e s o u r c e s  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  

S e n a t e  R e s o u r c e s  C o m m i t t e e ,  J a n u a r y  31, 1986

S e n a t e  B i l l  349 
R e o r g a n i z a t i o n  o f  d e b t  for the D e l t a  a g r i c u l t u r a l  p r o j e c t .

I a p p r e c i a t e  the o p p o r t u n i t y  to t e s t i f y  b e f o r e  y o u  t o d a y  on 
SB349, a b i l l  t h a t  w o u l d  h e l p  r e l i e v e  the d e b t  l o a d  o f  D e l t a  
f a r m e r s .

A s  y o u  m a y  r e m e m b e r ,  w h e n  I t e s t i f i e d  b e f o r e  t h i s  c o m m i t t e e  
la s t  y e a r  o n  a g r i c u l t u r a l  b i l l s  I d e s c r i b e d  t h e  f i n a n c i a l  
d i f f i c u l t i e s  that f a r m e r s  in A l a s k a  as w e l l  as in the L o w e r  
48 w e r e  e x p e r i e n c i n g .  T h e  f i n a n c i a l  o u t l o o k  for f a r m e r s  has 
n o t  i m p r o v e d  s i n c e  l a s t  y e a r  and the f a r m e r s  in Delta, 
e s p e c i a l l y  t h o s e  w i t h  l a n d  in the D e l t a  II p r o j e c t ,  are in 
a m o r e  c r i t i c a l  s i t u a t i o n  t h a n  a n y  in A l a s k a .

A t  l e a s t  22 states, i n c l u d i n g  A l a s k a ,  are a t t e m p t i n g  to 
p r o v i d e  f i n a n c i a l  a n d  o t h e r  a s s i s t a n c e  to f a r m e r s  in 
d i s t r e s s .  T h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  has 
i d e n t i f i e d  s e v e r a l  p r o g r a m s  t h a t  w i l l  h e l p  A l a s k a n  farmers, 
i n c l u d i n g  t h e  p r o d u c t i o n  c r e d i t  p r o g r a m  h e a r d  b y  this 
c o m m i t t e e  l a s t  year. M a n y  f a r m e r s  in A l a s k a  w i l l  be  a b l e  to 
c o n t i n u e  f a r m i n g  if t h e y  c a n  b r i n g  t h e i r  f a r m s  i n t o  full 
p r o d u c t i o n  a n d  sell w h a t  t h e y  p r o d u c e .  T h e  p r o d u c t i o n  
c r e d i t  p r o g r a m ,  if e n a c t e d ,  w i l l  i m p r o v e  f a r m  c a s h  f l ows a n d  
p r o v i d e  an o p p o r t u n i t y  for f a r m e r s  to c o n t i n u e  f a r m i n g  and 
p a y  o f f  t h e i r  debts.

T h e  D e l t a  f a r m e r s ,  h o w e v e r ,  n e e d  a d d i t i o n a l  a s s i s t a n c e .  
P r o d u c t i o n  c r e d i t s  a l o n e  w i l l  n o t  s o l v e  t h e i r  p r o b l e m s .
M o s t  D e l t a  f a r m e r s  a r e  d e l i n q u e n t  o n  l o a n  p a y m e n t s  f o r  
a g r i c u l t u r a l  o p e r a t i o n s ,  f a r m  d e v e l o p m e n t  a n d  f a r m  
e q u i p m e n t .  T h e y  a r e  n o t  d e l i n q u e n t  o n  l a n d  p a y m e n t s  o r  
c l e a r i n g  l o a n s  o n l y  b e c a u s e  o f  t w o  l e g i s l a t i v e l y  g r a n t e d  
m o r a t o r i u m s  w h i c h  w i l l  e x p i r e  w i t h i n  t h e  n e x t  f e w  y e a r s .

W i t h o u t  a d d i t i o n a l  a s s i s t a n c e ,  m a n y  D e l t a  f a r m e r s  w i l l  s o o n  
b e  f o r c e d  t o  d e c l a r e  b a n k r u p t c y .  W h i l e  b a n k r u p t c y  w o u l d  
r e s u l t  i n  t h e  S t a t e  r e g a i n i n g  p o s s e s s i o n  o f  t h e  l a n d  a n d  
o t h e r  c o l l a t e r a l ,  p r o c e e d i n g s  w o u l d  t a k e  m a n y  y e a r s  a n d  
t h e  l a n d  c o u l d  n o t  b e  r e s o l d  o r  l e a s e d  i n  t h e  i n t e r i m .
W h i l e  b a n k r u p t c y  m a y  b e  the o n l y  s o l u t i o n  for so m e  D e l t a  
f a r m e r s ,  o t h e r s  c a n  s u r v i v e  and c o n t i n u e  to f a r m  i f  some 
a d d i t i o n a l  h e l p  is p r o v i d e d .



W h i l e  s p e c i a l  m e a s u r e s  a r e  n e e d e d  to h e l p  s o l v e  the 
o v e r w h e l m i n g  d e b t  p r o b l e m s  o f  D e l t a  f a r m e r s ,  w h a t e v e r  
a s s i s t a n c e  is p r o v i d e d  s h o u l d  c l e a r l y  b e  in the b e s t  
i n t e r e s t s  o f  the State. T h e  D e p a r t m e n t  is d e v e l o p i n g  a land 
r e l i n q u i s h m e n t  p r o g r a m  s i m i l a r  to the o n e  d e s c r i b e d  in this 
b i l l  a n d  w e  b e x i e v e  t h a t  in c o m b i n a t i o n  w i t h  the p r o d u c t i o n  
c r e d i t s  p r o g r a m  it w i l l  a s s i s t  s o m e  D e l t a  f a r m e r s  to 
c o n t i n u e  farming.

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

In o u r  c o n s i d e r a t i o n  o f  D e l t a  d e b t  p r o b l e m s  w e  h a v e  n o t  
v i e w e d  the s a l e  o f  fee s i m p l e  t i t l e  to a five a c r e  f a r m s t e a d  
as a d e b t  r e l i e f  m e a s u r e .  U n d e r  A S  3 3 . 0 5 . 3 2 1  the D e p a r t m e n t  
m a y  s e l l  o r  l e a s e  o n l y  t h e  a g r i c u l t u r a l  i n t e r e s t s  in 
l a n d  c l a s s i f i e d  for a g r i c u l t u r e .  T h i s  p o l i c y  s h o u l d  
c o n t i n u e  if a g r i c u l t u r a l  l a n d  is to b e  p r o t e c t e d .  W e  a w a r e  
o f  +"he h o m e  f i n a n c i n g  p r o b l e m s  f a c e d  b y  D e l t a  f a r m e r s ,  b u t  
b e l i e v e  the q u e s t i o n  s h o u l d  n o t  b e  a d d r e s s e d  art o f  d e b t
re l i e f .  I n s t e a d ,  if t h e  L e g i s l a t u r e  so d e s i r e ,  the p o l i c y  
s h o u l d  b e  the s u b j e c t  o f  a s e p a r a t e  p i e c e  o f  l e g i s l a t i o n .

W h i l e  w e  d o  n o t  o b j e c t  to t h e  c o n c e p t  o f  r e n e g o t i a t i n g  f a r m  
c h a t t e l  a n d  d e v e l o p m e n t  loans, w e  b e l i e v e  t h a t  r e n e g o t i a t i o n  
s h o u l d  o c c u r  o n l y  w h e n  t h e  f a r m e r  is n e a r  b a n k r u p t c y  a n d  the 
r e s u l t i n g  l o a n  t e r m s  w i l l  b e  b e n e f i c i a l  t o  the S t a t e  as w e l l  
as the farmer. T h e  l o a n  b o a r d  s h o u l d  be p r o v i d e d  w i t h  the 
f l e x i b i l i t y  to r e n e g o t i a t e  a l o a n  w h e n  it is in t h e  s t a t e ' s  
b e s t  i n t e r e s t .  If r e w r i t i n g  the l o a n  w i l l  p r o v i d e  t h e  l o a n  
b o a r d  w i t h  a g r e a t e r  r e t u r n  t h a n  f o r e c l o s u r e  a n d  r e s a l e ,  and 
the f a r m e r  w i l l  b e  a b l e  to c o n t i n u e  f a r m i n g  u n d e r  t h e  n e w  
l o a n  t e r m s ,  it s e e m s  to m e  it w o u l d  b e  i n  t h e  S t a t e ' s  
i n t e r e s t  to r e n e g o t i a t e  the loan.

W i t h  m e  t o d a y  is F r a n k  M i e l k e ,  w h o  c a n  p r o v i d e  y o u  w i t h  
m o r e  d e t a i l e d  s e c t i o n  b y  s e c t i o n  c o m m e n t s  on  the c o m m i t t e e  
s u b s t i t u t e  for S B  349 a n d  a n s w e r  y o u r  s p e c i f i c  q u e s t i o n s  
a b o u t  a g r i c u l t u r a l  x a n d  a n d  loans.



SENATE B IL L  3A9

ATTACHED YOU WILL F IN D  A SET OF FIGURES THAT SHOW WHAT A TYPICAL FARMERS 
DEBT LOAD CONSISTS O F , THESE FIGURES ARE REPRESENTATIVE OF DELTA I AND 
DELTA I I  FARMS, I AM ALSO INCLUDING A RECOMENDATION FOR CSSB349,

SENATE B IL L  3A9 WILL G IV E  THE STATE AN OPPORTUNITY TO START D IVESTING 
IT S ELF  FROM THE DELTA PROJECT, ONE THING THAT ALL PARTIES W ILL AGREE 
WITH IS  THAT THE PROJECT SHOULD STAND OR FALL ON ITS  OWN M ERITS. THERE 
ARE TWO ALTERNATIVES TO A SOLUTION FOR THE WOES OF THE DELTA PROJECT: 
ONE IS  TO RESTRUCTURE THE DEBT LOAD IN R EA LIST IC  TERMS OF WHAT CAN BE 
PRODUCED CONSIDERING THE PRESENT IN  STATE MARKETS; THE OTHER IS  TO 
D IV IS E  A PLAN TO DISMANTLE THE PROJECT. THE YEARS OF T O IL  THAT THE 
FARMERS HAVE PUT INTO THE PROJECT CANNOT BE DISGARDED BY OUR LACK OF 
ACTION.

WHEN WE TALK ABOUT DISMANTLING THE DELTA PROJECT THE AMOUNT OF 
INVESTMENT THAT HAS BEEN MADE IN INFRASTRUCTURES (ABOUT 26 M ILLION  
DOLLARS) WOULD BE LOST. THE LOSS WOULD BE MAGNIFIED BECAUSE WE ARE NOT 
LIK ELY  TO EVER S E  THE T I E  AGAIN WHEN THE STATE CAN MAKE THOSE KINDS 
OF INVESTMENTS, REGROWTH WILL MEAN THAT THE T I E  AND MONEY PUT INTO 
CLEARING VAST AMOUNTS OF LAND WILL ALL GO TO WASTE. TH IS  B IL L  WILL PUT 
INTO MOTION A PLAN TO SALVAGE INVESTMENT AND M INIM IZE LOSS,

RATHER THAN ARGUING ABOUT WHO IS  RESPONSIBLE FOR THE PROBLEMS OF THE 
PAST, TH IS  IS  A WAY FOR THE STATE TO RECOVER INVESTMENTS MADE INTO 
THE AGRICULTURE INDUSTRY. TH IS  B IL L  DOESN'T FORGIVE DEBT BUT IT  DOES 
RESTRUCTURE THE DEBT TO REFLECT A MANAGABLE DEBT LOAD THAT A "GOOD" 
FARMER COULD SERVICE,

DEALING WITH THIS DILEMA IN REA LISTIC  TERMS WILL MEAN THAT AS THE MARKET 
INCREASES THE FARMERS WILL BE ABLE TO EXPAND ON TH E IR  OWN, THE STATE 
MARKET PRESENTLY IS  BETWEEN 13 ,000  AND 17 ,0 0 0  TONS PER YEAR. AS T H IS  
GROWS GRAIN PRODUCTION CAN EXPAND SPURRED ON BY THE LAW OF SUPPLY AND 
DEMAND IN THE PRIVATE SECTOR NOT BY STATE INVOLVEMENT OR D IR EC T IO N ,
THE WHOLE PICTURE OF THE DELTA PROJECT CAN BE BROUGHT INTO PERSPECTIVE 
IN  AN ANALOGY WITH ANY OTHER BUSINESS. YOU DON'T START OUT B IG  AND HOPE 
TO CREATE A MARKET WITH A MINIMAL CASH FLOW. YOU START OUT SMALL AND 
EXPAND AS YOU ARE ABLE TO .



THE CONCEPT OF HOW THE REORGANIZATIONAL B IL L  WILL WORK IS  THAT A FARMER 
WHO HAS AN UNMANAGEABLE DEBT LOAD WILL RELINQUISH A PERCENTAGE OF H IS  
LAND BACK TO THE STATE AND THE STATE WOULD THEN CREDIT THE LAND AND 
CLEARING LOANS THE SAME PERCENTAGE, USING AN EXAMPLE OF A TYPICAL 
FARMER CAN EXPECT TO GROSS BETW EN $125,000 AND $150,000 PER YEAR,
AFTER PAYING BACK OPERATING LOANS AT $ 110 ,0 0 0  DOLLARS THE FARMER HAS 
$15 ,000 TO $40,000 TO SERVICE D E T  WITH, AT THE PRESENT TIM E A FARMER 
WOULD NEED ROUGHLY $96,000. BY TURNING BACK 50% OF H IS  LAND AND RE­
NEGOTIATING THE CHATTLE AND FAKM DEVELOPMENT LOANS THE FARMER WOULD N E E  
$49,000. TH IS  IS  CLOSE TO WHAT HE C O U E  EXPECT TO SERVICE. THE FIGURES 
THAT I JUST M ENTION E DON'T REFLECT THAT THE FARMER AND H IS  FAMILY S T IL L  
HAVE TO EAT, WITH A PER ACRE PRODUCTION INCREASE AND PRODUCTION C R E IT S  
THE FARMER C O U E  MAKE IT ,

THE COMMITTEE SUBSTITUTE TO SB 349 IS  IN T E N D E  TO SPELL OUT HOW TH IS  
RESTRUCTURING PROCESS W ILL WORK. A ZERO FISCA L NOTE W OUE ACCOMPANY 
TH IS  B IL L  SINCE THERE ARE NO SURVEY COSTS AND NO APPRAISALS OF LAND TO 
BE MADE.



To d a y  s o m e  f a r m e r s  a t  D e l t a  O n e  a n d  D e l t a  T w o  h a v e  a n  a n n u a l  d e b t  l o a d

OF OVER $200,000 PER YEAR, THEIR INCOME IN A GOOD YEAR ONLY APPROACHES 

$100,000 PER YEAR,

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

SB 349, It  i s b r o k e  a n d  I t h i n k  i t 's  o u r  j o b  t o  f i x  i t ,

SR 349 g i v e s  t h e  D e p a r t m e n t  o f  Na t u r a l  R e s o u r c e s  t h e  f l e x i b i l i t y  t o  h e l p

RESTRUCTURE THE DEBT LOAD IN DELTA,

F i r s t  o f  a l l , l a n d  t h a t  w a s  p u r c h a s e d  i n D e l t a  O n e  a n d  D e l t a  Tw o  c a n  b e

RETURNED TO THE STATE, As AN EXAMPLE, FOR EVERY 10 PERCENT OF LAND 

PURCHASED AND RETURNED TO THE STATE, 10 PERCENT OF THE CLEARING A N D  LAND 

LOANS WOULD BE EXTINGUISHED,

Ch a t t e l  a n d  f a r m  d e v e l o p m e n t  l o a n s  w o u l d  b e  r e w r i t t e n  t o  r e f l e c t  c u r r e n t

WORTH,

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

DEB T  LOAD TO A  MANAGEABLE LEVEL,

W h y  s h o u l d  w e  d o  t h i s ? B e c a u s e  t h e  f a r m e r s  i n D e l t a  a s s u m e d  t h i s  d e b t

LOAD ON THE PREMISE THAT THE STATE WOULD BE SUPPORTING AN EXPORT MARKET 

INFRASTRUCTURE. THIS D I D  NOT OCCUR, BUT THEIR DEBT REMAINED, T HE 

IN-STATE GRAIN MARKET WILL TAKE TIME TO DEVELOP, AND BEFORE ITS 

DEVELOPED THESE FARMERS WILL GO UNDER,

T h i s  b i l l  e n a b l e s  t h o s e  w h o  w a n t  t o  f a r m  t o  b e  a b l e  t o  d o  s o  w i t h  a

MANAGEABLE PAYMENT STRUCTURE, I HAVE ALSO INCLUDED IN SB349 A PROVISION



TO SELL A  5-ACRE HOMESITE TO EAgH FARMER IN THE PROJECTS, I BELIEVE 

T H A T  THIS WILL PROVIDE NOT ONLY AN INCENTIVE TO CONTINUE, BUT A  MEANS OF 

EVENTUALLY USING LOCAL BANKS FOR LOANS A N D  NOT THE STATE TROUGH,

B a n k r u p t c y  i s n o t  t h e  a n s w e r  t o  t h e s e  f a r m e r s  s i t u a t i o n , B a n k r u p t c y

PROCEEDINGS WILL TAKE YEARS A N D  MANY OF THE FARMERS WILL JUST W A L K  AWAY 

FROM THE LAND. THE LAND WILL THEN RETURN TO ITS WILD AND W E EDED STATE,

W e  c a n  n o t  l o s e  a l l  t h e  e f f o r t  t h a t 's  b e e n  p u t  i n t o  t h i s  l a n d ,

I BELIEVE IN THIS SOLUTION AND HOPE THAT WE AS A  COMMITTEE WILL UNDER 

TAKE THIS TASK TO FIX A  THROUGHLY DESPARATE SITUATION,

T h a n k  y o u ,



Senator JJolpt (Slack) (EogJjtll
PouchV <Alasfea j^taie fCcgisiature

■luncau, Alaska 99811 
1907)465-4921

Uox 55028
North Pole, Alaska 99705 
(907)488-7332

January 29, 1986 

MEMORANDUM

TO: SENATOR STURGULEWSKI

RE: BACKGROUND INFORMATION SB 349

ATTACHED YOU WILL FIND A SET OF FIGURES THAT SHOW WH*T ft TYPICAL FARMERS 

DEBT LOAD CONSISTS OF. THF3E FIGURES ARE REPRESENTATIVE OF DELTA I AND 

DELTA II FARMS. I AM ALSO INCLUDING A RECOMENDATION FOR CSSB349.

SENATE BILL 349 WILL GIVE THE STATE AN OPPORTUNITY TO START DIVESTING 

ITSELF FROM THE DELTA PROJECT. ONE THING THAT ALL PARTIES WILL AGREE 

WITH IS THAT THE PROJECT SHOULD STAND OR FALL ON ITS OWN MERITS. THERE 

ARE TWO ALTERNATIVES TO A SOLUTION FOR THE WOES OF THE DELTA PROJECT:

ONE IS TO RESTRUCTURE THE DEBT LOAD IN REALISTIC TERMS OF WHAT CAN BE 

PRODUCED CONSIDERING THE PRESENT IN STATE MARKETS; THE OTHER IS TO 

DIVISE A PLAN TO DISMANTLE THE PROJECT. THE YEARS OF TOIL THAT THE 

FARMERS HAVE PUT INTO THE PROJECT CANNOT BE DISGARDED BY OUR LACK OF 

ACTION.

WHEN WE TALK ABOUT DISMANTLING THE DELTA PROJECT THE AMOUNT OF 

INVESTMENT THAT HAS BEEN MADE IN INFRASTRUCTURES (ABOUT 26 MILLION 

DOLLARS) WOULD BE LOST. THE LOSS WOULD BE MAGNIFIED BECAUSE WE ARE NOT 

LIKELY TO EVER SEE THE TIME AGAIN WHEN THE STATE CAN MAKE THOSE KINDS 

OF INVESTMENTS. REGROWTH WILL MEAN THAT THE TIME AND MONEY PUT INTO 

CLEARING VAST AMOUNTS OF LAND WILL ALL GO TO WASTE. THIS BILL WILL PUT 

INTO MOTION A PLAN TO SALVAGE INVESTMENT AND MINIMIZE LOSS.

*



RATHER THAN ARGUING ABOUT WHO IS RESPONSIBLE FOR THE PROBLEMS OF THE 

PAST, THIS IS A WAY FOR THE STATE TO RECOVER INVESTMENTS MADE INTO 

THE AGRICULTURE INDUSTRY. THIS BILL DOESN'T FORGIVE DEBT BUT IT DOES 

RESTRUCTURE THE DEBT TO REFLECT A MANAGABLE DEBT LOAD THAT A "GOOD" 

FARMER COULD SERVICE.

DEALING WITH THIS DILEMA IN REALISTIC TERMS WILL MEAN THAT AS THE MARKET 

INCREASES THE FARMERS WILL BE ABLE TO EXPAND ON THEIR OWN. THE STATE 

MARKET PRESENTLY IS BETWEEN 13,000 and 17,000 TONS PER YEAR. AS THIS 

GROWS GRAIN PRODUCTION CAN EXPAND SPURRED ON BY THE LAW OF SUPPLY AND 

DEMAND IN THE PRIVATE SECTOR NOT BY STATE INVOLVEMENT OR DIRECTION.

THE WHOLE PICTURE OF THE DELTA PROJECT CAN BE BROUGHT INTO PERSPECTIVE 

IN AN ANALOGY WITH ANY OTHER BUSINESS. YOU DON'T START OUT BIG AND HOPE 

TO CREATE A MARKET WITH A MINIMAL CASH FLOW. YOU START OUT SMALL AND 

EXPAND AS YOU ARE ABLE TO.

THE CONCEPT OF HOW THE REORGANIZATIONAL BILL WILL WORK IS THAT A FARMER 

WHO HAS AN UNMANAGEABLE DEBT LOAD WILL RELINQUISH A PERCENTAGE OF l^S 

LAND BACK TO THE STATE AND THE STATE WOULD THEN CREDIT THE LAND AND 

CLEARING LOANS THE SAME PERCENTAGE. USING AN EXAMPLE OF A TYPICAL 

FARMER CAN EXPECT TO GROSS BETWEEN $125,000 AND $150,000 PER YEAR.

AFTER PAYING BACK OPERATING LOANS AT $110,000 DOLLARS THE FARMER HAS 

$15,000 TO $40,000 TO SERVICE DEBT WITH. AT THE PRESENT TIME A FARMER 

WOULD NEED ROUGHLY $96,000. BY TURNING BACK 50% OF HIS LAND AND RE­

NEGOTIATING THE CHATTLE AND FARM DEVELOPMENT LOANS THE FARMER WOULD NEED 

$49,000. THIS IS CLOSE TO WHAT HE COULD EXPECT TO SERVICE. THE FIGURES 

THAT I JUST MENTIONED DON'T REFLECT THAT THE FARMER AND HIS FAMILY STILL 

HAVE TO EAT. WITH A PER ACRE PRODUCTION INCREASE AND PRODUCTION CREDITS 

THE FARMER COULD MAKE IT.



THE COMMITTEE SUBSTITUTE TO SB 349 IS INTENDED TO SPELL OUT HOW THIS 

RESTRUCTURING PROCESS WILL WORK. A ZERO FISCAL NOTE WOULD ACCOMPANY 

THIS BILL SINCE THERE ARE NO SURVEY COSTS AND NO APPRAISALS OF LAND TO 

BE MADE.



\

A C T W Ii B E L T A ' I  FAEM 3R

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

Ls.an T y p e lot.al. L2AI1 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 ? o $ 0 $ 0 $ 0

L a n d  C l e a r i n g 3 7 0 , 6 0 0 • 2 4 , 5 9 0 3 , 0 1 8 2 1 , 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 1 1 , 8 7 9

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

O p e r a t i n g 1 0 1 , 0 0 0 1 0 9 , 0 8 0 1 0 1 , 0 0 4

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

A C T A I i  B ELX A  I I  m U 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 , 6 1 2 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 , 0 0 0 9,67 3 2 , 824 6 , 8 5 1

O p e r a t i n g 117./ Q00 1 2 6 , 3 6 0 1 1 7 , 0 0 0 2 - 3 6 0

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

IN T H E  S E N A T E  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  S E N A T E  B I L L  NO. 349 ( R e s o u r c e s )

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  an A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to the r e o r g a n i z a t i o n  o f  p r i v a t e

de b t  at a D e l t a  P r o j e c t . " ______________________ ,__

BE IT E N A C T E D  BY  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 :  '  J

* S e c t i o n  1. (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  s h a l L / a t  the

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

f r o m  the s t a t e  in a D e l t a  Pro j e c t ,

(1) a c c e p t  the r e l i n q u i s h m e n t  of a g r i c u l t u r a l  l a n d  p u r c h a s e d  

f r o m  the s t a t e  in a D e l t a  P r o j e c t  a n d  c r e d i t  the p e r c e n t a g e  of the debt

o w e d  to the s t a t e  o n  l a n d  p u r c h a s e d  a n d  l a n d  c l e a r i n g  loans that e q u a l s  the

p e r c e n t a g e  of l a n d  r e l i n q u i s h e d  u n d e r  this sec t i o n ,  e i t h e r  b y  a c r e a g e  or  b y  

value, as d e t e r m i n e d  b y  the c o m m i s s i o n e r ;

(2) e n t e r  into a n  a g r e e m e n t  w i t h  the i n d i v i d u a l  for the l e a s e

for a g r i c u l t u r a l  p u r p o s e s  o n l y  o f  a p o r t i o n  of  or a l l  o f  the la n d  r e l i n­

q u i s h e d  f o r  a t e r m  o f  20 y e a r s  at the f u l l  f a i r  m a r k e t  v a l u e  of the land; a 

s u r v e y  u n d e r  this p a r a g r a p h ,  if r e q u i r e d ,  s h a l l  b e  at the e x p e n s e  o f  the 

i n d i v i d u a l .

(b) If a n  i n d i v i d u a l  w h o  h a s  r e l i n q u i s h e d  l a n d  u n d e r  this s e c t i o n  

a p p l i e s  b e f o r e  J u l y  1, 1987 for a l e a s e  o n  all or p a r t  of the l a n d  r e l i n­

quished, t h e  l e a s e  s h a l l  p r o v i d e  the l e s s e e  an o p t i o n  to p u r c h a s e  the land

l e a s e d  u n d e r  sec. 1(a)(2) of this A c t  at f u l l  f a i r  m a r k e t  v a l u e  at the time

of p u r c h a s e  w i t h o u t  r e d u c t i o n  to r e f l e c t  the r e m a i n i n g  l ease term.

(c) T h e  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  in c o n s u l t a t i o n  w i t h  the 

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  B o a r d  m a y  r e n e g o t i a t e  w i t h  the i n d i v i d u a l  loans 

for c h a t t e l s  or  f a r m  i m p r o v e m e n t s  l o c a t e d  on the a g r i c u l t u r a l  la n d  in a

-1- C S S B  3 4 9 (Res)
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1 D e l t a  P r o j e c t  if t h e  c o m m i s s i o n e r  d e t e r m i n e s  t h a t  r e n e g o t i a t i o n  is n e c e s­

2 s a r y  to m i n i m i z e  f i n a n c i a l  l o s s e s  to the s t a t e ^ a n a \  t h a t  it is in the b e s t

3
N — /

i n t e r e s t  o f  the state.

4 *  Sec. 2. Th i s  A c t  is r e p e a l e d  J u l y  1, 1988.
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0 1 / 3 0 / 8 6

O r i g i n a l  s p o n s o r s : C o g h i l l  and 
K e r t t u l a

IN  T H E  S E N A T E  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  S E N A T E  B I L L  NO. 349 ( R e s o u r c e s )

IN THE 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  an A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to t h e  r e o r g a n i z a t i o n  o f  privates

debt at the D e l t a  P r o j e c t . "

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  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 . 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,) at the r e­

q u e s t  of an  i n d i v i d u a l  w h o  h o l d s  a g r i c u l t u r a l  r i g h t s  to 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  in the D e l t a  P r oject, / *  Z 7

(1) a c c e p t  the r e l i n q u i s h m e n t  of a g r i c u l t u r a l  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  in the D e l t a  P r o j e c t  a n d  c r e d i t  the p e r c e n t a g e  o f  the debt

o w e d  to the s t a t e  o n  land p u r c h a s e d  a n d  l a n d  c l e a r i n g  l o a n s  t h a t  e q u a l s  the
oY

p e r c e n t a g e  of l a n d  r e l i n q u i s h e d  u n d e r  th i s  s e c t i o n ;  • t L'cP I q

crrtnfrJ-
(2;

fe e s i m p l e

2) r e n e g o t i a t e  a loan w i t h  the i n d i v i d u a l  f o r  t h e  p u r c h a s e  of 

t i t l e ,'to ^not m o r e  t h a n  f i v e  a C T e s  ot the la n d  on  w h i c h  r e s i d e n -

ti a l  a n d  f a r m  i m p r o v e m e n t s  exist; a s u r v e y  r e q u i r e d  u n d e r  this p a r a g r a p h  

s h a l l  be at the e x p e n s e  of the i n d i v i d u a l ;

(3) e n t e r  into an a g r e e m e n t  w i t h  the i n d i v i d u a l  for the l e ase
H 4-T cc)/*<?£ o f~ & 7 7  ft-,VJ0

f o r  a g r i c u l t u r a l  p u r p o s e s  on l y  o f  a p o r t i o n  o f  or all of  t h e  l a n d  r e l i n­

q u i s h e d  at the f a i r  m a r k e t  v a l u e  o f  the land; a s u r v e y  r e q u i r e d  u n d e r  this 

p a f ^ r a p h  s h a l l  be  at the e x p e n s e  o f  the i n d i v i d u a l ;

(4) g r a n t  the i n d i v i d u a l  a 2 0 - y e a r  l e a s e  w i t h  a p r e f e r e n c e  r i g h t
/Y yft -

r e p u r c h a s e  the l a n d ^ r e l i n q u i s h e d  u n d e r  thisr A c t  at a n y  t i m e  d u r i n g  the

L(j A O i j ’/>J rj n L  *4 />: Q
the lease;

(5) r e n e g o t i a t e  w i t h  the p u r c h a s e r  l o ans f o r  c h a t t e l s  or farm 

i m p r o v e m e n t s  l o c a t e d  on the a g r i c u l t u r a l  la n d  in the D e l t a  P r o j e c t  at the 

f a i r  m a r k e t  v a l u e  of the c h a t t e l s  or f a y m  i m p r o v e m e n t s  on the e f f e c t i v e

r l - W l W . y N f i A r M l / A  JL C S S B  3 4 9 ( R e s )
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d a t e  of  th i s  Act.

* Sec. 2. T h i s  A c t  is r e p e a l e d  J u l y  1, 1988.
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Bradley
2 / 4 / 8 6

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

I N  T H E  S E N A T E  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  S E N A T E  B I L L  NO. 349 ( R e s o u r c e s )

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  BILT

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to t h e  r e o r g a n i z a t i o n  of  p r i v a t e

debt a t  a D e l t a  P r o j e c t . "

BE  IT E N A C T E D  BY  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) 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  shall, at the

r e q u e s t  o f  a n  i n d i v i d u a l  w h o  h o l d s  a g r i c u l t u r a l  r i g h t s  to l a n d  p u r c h a s e d  

f r o m  the s t a t e  in a D e l t a  P r o j e c t ,

(1) a c c e p t  the r e l i n q u i s h m e n t  of  a g r i c u l t u r a l  l a n d  p u r c h a s e d  

f r o m  the s t a t e  in a D e l t a  P r o j e c t  a n d  c r e d i t  t h e  p e r c e n t a g e  o f  the de b t

o w e d  to the s t a t e  on la n d  p u r c h a s e d  a n d  l a n d  c l e a r i n g  loans t h a t  e q u a l s  the

p e r c e n t a g e  of l a n d  r e l i n q u i s h e d  u n d e r  this s e c t i o n ,  e i t h e r  b y  a c r e a g e  or b y  

v a l u e , : a s  d e t e r m i n e d  b y  the c o m m i s s i o n e r ;  L 1

(2) e n t e r  into a n  a g r e e m e n t  w i t h  t h e  i n d i v i d u a l  f o r  the l e a s e  

f o r  a g r i c u l t u r a l  p u r p o s e s  o n l y ' o f  a p o r t i o n  o f  or  a l l  of t h e  l a n d  r e l i n­

q u i s h e d  f o r  a t e r m  of 20 y e a r s  at the f u l l  f a i r  m a r k e t  v a l u e  of  the land; a 

s u r v e y  u n d e r  th i s  p a r a g r a p h ,  if r e q u i r e d ,  s h a l l  b e  at the e x p e n s e  of  the 

i n d i v i d u a l .

(b) If a n  i n d i v i d u a l  w h o  h a s  r e l i n q u i s h e d  l a n d  u n d e r  this s e c t i o n  

a p p l i e s  b e f o r e  J u l y  1, 1987, f o r  a l e a s e  on  a l l  o r  p a r t  of the land r e l i n­

qui s h e d ,  the l e a s e  s h a l l  p r o v i d e  t h e t l e s s e e ,a n  o p t i o n  to p u r c h a s e  the l a n d  

l e a s e d  u n d e r  sec. 1(a)(2) o f  t h i s  A c t  at f u l l  f a i r  m a r k e t  v a l u e  at the time 

of p u r c h a s e  w i t h o u t  r e d u c t i o n  to r e f l e c t  t h e  r e m a i n i n g  lease term.

(c) T h e  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  in c o n s u l t a t i o n  w i t h  the

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  B o a r d  m a y  r e n e g o t i a t e  w i t h  the ( i n d i v i d u a l ^ l o a n s

for c h a t t e l s  or  f a r m  i m p r o v e m e n t s  l o c a t e d  o n  the a g r i c u l t u r a l  l a n d  in a

-1- C S S B  3 4 9 (Res)
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D e l t a  P r o j e c t  if the c o m m i s s i o n e r  d e t e r m i n e s  t h a t  r e n e g o t i a t i o n  is n e c e s­

sa r y  to m i n i m i z e  financial l o s s e s  to the s t a t e  a s that it is i n  t h e  b e s t  

i n t e r e s t  of  t h e  state.

*  Sec. 2. T h i s  A c t  is r e p e a l e d  J u l y  1, 1988.
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Bradley
2/4/86 ^

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

IN T H E  S E N A T E  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  S E N A T E  B I L L  NO. 349 ( R e s o u r c e s )

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  an A c t  e n t i t l e d :  "An A c t  r e l a t i n g  to t h e  r e o r g a n i z a t i o n  of p r i v a t e

debt a t  a D e l t a  P r o j e c t . "

B E  IT E N A C T E D  BY 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) The 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, at the

r e q u e s t  of a n  i n d i v i d u a l  w h o  h o l d s  a g r i c u l t u r a l  r i g h t s  to l a n d  p u r c h a s e d  

f r o m  the s t a t e  in a D e l t a  P r o j e c t ,

(1) a c c e p t  the r e l i n q u i s h m e n t  o f  a g r i c u l t u r a l  l a n d  p u r c h a s e d  

f r o m  the s t a t e  in a D e l t a  P r o j e c t  a n d  c r e d i t  t h e  p e r c e n t a g e  o f  t h e  d e b t  

o w e d  to the s t a t e  on land p u r c h a s e d  and l a n d  c l e a r i n g  loans t h a t  e q u a l s  the 

p e r c e n t a g e  o f  l a n d  r e l i n q u i s h e d  u n d e r  this s e c t i o n ,  e i t h e r  b y  a c r e a g e  or b y  

v a l u e ,  as d e t e r m i n e d  b y  the c o m m i s s i o n e r ;

(2) e n t e r  into a n  a g r e e m e n t  w i t h  the i n d i v i d u a l  f o r  the l e a s e  

f o r  a g r i c u l t u r a l  p u r p o s e s  o n l y ' o f  a p o r t i o n  o f  o r  all of t h e  l a n d  r e l i n­

q u i s h e d  f o r  a t e r m  of 20 y e a r s  at the full f a i r  m a r k e t  v a l u e  of the land; a 

s u r v e y  u n d e r  th i s  p a r a g r a p h ,  if r e q u i r e d ,  s h a l l  be at the e x p e n s e  of  the 

i n d i v i d u a l .

(b) If a n  i n d i v i d u a l  w h o  has r e l i n q u i s h e d  l a n d  u n d e r  t h i s  s e c t i o n  

a p p l i e s  b e f o r e  J u l y  1, 1987, f o r  a l ease o n  a l l  o r  p a r t  o f  the l a n d  r e l i n­

qui sh e d ,  the l e a s e  shall p r o v i d e  the l e s s e e  a n  o p t i o n  to p u r c h a s e  the land 

l e a s e d  u n d e r  sec. 1(a)(2) o f  this A c t  at f u l l  f a i r  m a r k e t  v a l u e  at the time 

of p u r c h a s e  w i t h o u t  r e d u c t i o n  to r e f l e c t  the r e m a i n i n g  l e a s e  term.

(c) T h e  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  in c o n s u l t a t i o n  w i t h  the

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  B o a r d  m a y  r e n e g o t i a t e  w i t h  the i n d i v i d u a l  loans

f or c h a t t e l s  or f a r m  i m p r o v e m e n t s  l o c a t e d  o n  the a g r i c u l t u r a l  l a n d  in a

-1- C S S B  3 4 9 (Res)
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D e l t a  P r o j e c t  if the c o m m i s s i o n e r  d e t e r m i n e s  t h a t  r e n e g o t i a t i o n  is n e c e s - n;l;j

s a r y  to m i n i m i z e  f i n a n c i a l  lo s s e s  to t h e  s t a t e  or t h a t  it is in the bestjaj
|

i n t e r e s t  of the state.

* Sec. 2. T h i s  A c t  is r e p e a l e d  J u l y  1, 1988.
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I n t r o d u c e d :  2 / 3 / 8 6

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

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

CS  S E N A T E  B I L L  NO. 349

3 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

4 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

5 A  B I L L

6 F o r  a n  A c t  E n t i t l e d :  " A n  A c t  r e l a t i n g  to the r e o r g a n i z a t i o n  of

7 p r i v a t e  d e b t  at t he D e l t a  P r o j e c t . "

8 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 :

9 * S e c t i o n  l . ^ 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  s h a l l ,  at  the

10 r e q u e s t  o f  an  i n d i v i d u a l  w h o  h o l d s  a g r i c u l t u r a l  r i g h t s  to l a n d

II p u r c h a s e d  f r o m  t he s t a t e  i n  the t wo D e l t a  P r o j e c t s ,

* V
12 (1) a c c e p t  th e  r e l i n q u i s h m e n t  o f  the a g r i c u l t u r a l  l a n d

13 p u r c h a s e d  i n . t h e  D e l t a  P r o j e c t s  a n d  c r e d i t  the p e r c e n t a g e  o f  the

14 d e b t  o w e d  to the s t a t e  o n  the l a n d  p u r c h a s e d  a n d  c l e a r i n g  l o a n s

15 t h a t  e q u a l s  t he p e r c e n t a g e  o f  the l a n d  b y  a c r e a g e  o r  v a l u e  n ^ asf
^  3  j C o w

16 r e l i n q u i s h e d  u n d e r  t h i s  s e c t i o n ,  w h i c h e v e r  i ^ a p p r o p r i a t e j ^ - ^

17 (2) e n t e r  i n t o  a n  a g r e e m e n t  w i t h  th e  i n d i v i d u a l  f or the

18 l e a s e  f o r  a g r i c u l t u r a l  p u r p o s e s  o n l y  of  a p o r t i o n  of o r  a l l  o f  the

19 l a n d  r e l i n q u i s h e d  at  t he f a i r  m a r k e t  v a l u e  f o r  a t e r m  o f  20 y e a r s ;

20 a s u r v e y  i f  r e q u i r e d  u n d e r  t his p a r a g r a p h  s h a l l  b e  at the e x p e n s e

21 o f  t he i n d i v i d u a l ;



22 (3) If  an  indivi d u a l j ^ h a s  r e l i n q u i s h e d  l a n d  u n d e r  t h i s

23 s e c t i o n  a p p l i e s ^ f o r  a l e a s e  o n  a l l  o r  p a r t  o f  the l a n d

24 r e l i n q u i s h e d y p r i o r  to J u l y  1, 1 9 8 7  jl^uch l e a s e  s h a l l  p r o v i d e  the

25 l e s s e e  a n  o p t i o n  to p u r c h a s e  t he l e a s e d  l a n d  at  f u l l  f a i r  m a r k e t

j**
26 v a l u e  at  the t i m e  of  p u r c h a s e ^ w i t h o u t  r e d u c t i o n . t o  r e f l e c t  the

27 r e m a i n i n g  l e a s e  t e r m ; ^

2 8  (4) t he C o m m i s s i o n e r  in c o n s u l t a t i o n  w i t h  the

29 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  B o a r d  m a y  r e n e g o t i a t e  w i t h  t he

30 p u r c h a s e r  l o a n s  f o r  c h a t t e l  or f a r m  i m p r o v e m e n t s  l o c a t e d  o n . t h e

31 a g r i c u l t u r a l  l a n d  i n t h e  D e l t a  P r o j e c t s  if t his a c t i o n  is e s s e n t i a l

32 to m i n i m i z e  d o l l a r  l o s s e s  to the s t a t e  or  is in the b e s t

33 i n t e r e s t  o f  the s t a t e ;

34 * S e c t i o n  2. T h i s  A c t  is r e p e a l e d  J u l y  1, 1988.
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IN  T H E  S E N A T E  BY THE R E S O U R C E S  C O M M I T T E E

CS F O R  S E N A T E  B I L L  NO. 349 (Resources)

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

'or an A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to the r e o r g a n i z a t i o n  of  p r i v a t e

debt at the D e l t a  P r o j e c t . "

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  O F  ALASKA:

* S e c t i o n  1. 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, at the r e­

qu e s t  of  a n  i n d i v i d u a l  w h o  h o l d s  a g r i c u l t u r a l  r i g h t s  to l a n d  p u r c h a s e d  f r o m

the s t a t e  in the D e l t a  P r o j e c t ,  Z' (H) \
C A ' ^ o  J

(1) a c c e p t  the r e l i n q u i s h m e n t  o f  a g r i c u l t u r a l  l a n d  p u r c h a s e d  

f r o m  the s t a t e  in the D e l t a  P r o j e c t  a n d  c r e d i t  the p e r c e n t a g e  o f  the debt 

o w e d  to the s t a t e  on  la n d  p u r c h a s e d  a n d  l a n d  c l e a r i n g  loans t h a t  e q u a l s  the 

p e r c e n t a g e  of l a n d  r e l i n q u i s h e d  u n d e r  this s ection;

(2) . r e n e g o t i a t e  a lo a n  w i t h  the i n d i v i d u a l  f o r  the p u r c h a s e  of

O n  > V -*=—
fee s i m p l e  t i t l e ^ t o  n o t  m o r e  t h a n  f i v e  a c r e s  of  the la n d  on w h i c h  r e s i d e n­

tial a n d  f a r m  i m p r o v e m e n t s  exist; a s u r v e y  r e q u i r e d  u n d e r  this p a r a g r a p h  

s h a l l  be at the e x p e n s e  of the i n d i v i d u a l ;

(3) e n t e r  i n t o  an  a g r e e m e n t  w i t h  the i n d i v i d u a l  f o r  the l e ase 

for a g r i c u l t u r a l  p u r p o s e s  o n l y  o f  a p o r t i o n  o f  or all o f  the l a n d  r e l i n­

q u i s h e d  at the f a i r  m a r k e t  v a l u e  of the land; a s u r v e y  r e q u i r e d  u n d e r  this

p a r a g r a p h  s h a l l  b e  at the e x p e n s e  of  the i n d i v i d u a l ;

V  g r a n t  the i n d i v i d u a l  a 2 0 - y e a r  l e a s e  w i t h  a p r e f e r e n c e  r i g h t
i I T Z v H tl~ fry 4rC tc

to r e p u r c h a s e  the l a n d  r e l i n q u i s h e d  u n d e r  this A c t  at a n y  t i m e  d u r i n g  the

t e r m  of the lease;

(5) r e n e g o t i a t e  w i t h  the p u r c h a s e r  loans for c h a t t e l s  o r  f a r m  

i m p r o v e m e n t s  l o c a t e d  on the a g r i c u l t u r a l  la n d  in the D e l t a  P r o j e c t  at the 

f a i r  m a r k e t  v a l u e  of the c h a t t e l s  or f a r m  i m p r o v e m e n t s  on the e f f e c t i v e

-1- CSSB 3 4 9 ( R e s )
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O r i g i n a l  s p o n s o r s :  C o g h i l l  a n d
K e r t t u l a

1 IN  T H E  S E N A T E  B Y  T H E  R E S O U R C E S  C O M M I T T E E

2 CS F O R  S E N A T E  B I L L  NO. 349 ( R e s o u r c e s )

3 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

4 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

5 A  B I L L
I

6 F o r  an A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to t h e  r e o r g a n i z a t i o n  of  p r i v a t e

7 debt at a D e l t a  P r o j e c t . "

8 B E  IT E N A C T E D  BY 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 :

9 * S e c t i o n  1. (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  shall, at the

r e q u e s t  o f  a n  i n d i v i d u a l  w h o  h o l d s  a g r i c u l t u r a l  r i g h t s  to l a n d  p u r c h a s e d

11 f r o m  the s t a t e  in a D e l t a  P r o j e c t ,

12 (1) a c c e p t  the r e l i n q u i s h m e n t  of  a g r i c u l t u r a l  l a n d  p u r c h a s e d

13 f r o m  t h e  s t a t e  in a D e l t a  P r o j e c t  a n d  c r e d i t  the p e r c e n t a g e  o f  t h e  d e b t

o w e d  to the s t a t e  on l a n d  p u r c h a s e d  a n d  l a n d  c l e a r i n g  l oans t h a t  e q u a l s  the

p e r c e n t a g e  o f  la n d  r e l i n q u i s h e d  u n d e r  t h i s  s e c t i o n ,  e i t h e r  b y  a c r e a g e  o r  b y  

v a l u e ,  as d e t e r m i n e d  b y  the c o m m i s s i o n e r ;

10

1 4

1 5

1 6

17 (2) e n t e r  into a n  a g r e e m e n t  w i t h  t h e  i n d i v i d u a l  f o r  t h e  l e a s e

18 f o r  a g r i c u l t u r a l  p u r p o s e s  o n l y  o f  a p o r t i o n  o f  or a l l  o f  the l a n d  r e l i n -

19 q u i s h e d  f o r  a t e r m  of 20 y e a r s  at t h e  f u l l  f a i r  m a r k e t  v a l u e  o f  t h e  land; a

20 s u r v e y  u n d e r  this p a r a g r a p h ,  if  r e q u i r e d ,  s h a l l  b e  at t h e  e x p e n s e  o f  the

21 i n d i v i d u a l .

(b) If a n  i n d i v i d u a l  w h o  h a s  r e l i n q u i s h e d  l a n d  u n d e r  this s e c t i o n  

a p p l i e s  b e f o r e  J u l y  1, 1987 f o r  a l e a s e  o n  a l l  or  p a r t  o f  the l a n d  r e l i n­

qui s h e d ,  t h e  l e a s e  s h a l l  p r o v i d e  t h e  l e s s e e  a n  o p t i o n  to p u r c h a s e  t h e  l a n d

22

2 3

2 4

25 l e a s e d  u n d e r  sec. 1(a)(2) o f  this A c t  at f u l l  f a i r  m a r k e t  v a l u e  at t h e  ti m e

261

28

29

of  p u r c h a s e  w i t h o u t  r e d u c t i o n  to r e f l e c t  the r e m a i n i n g  l e a s e  term.

271 (c) T h e  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  in c o n s u l t a t i o n  w i t h  the

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  B o a r d  m a y  r e n e g o t i a t e  w i t h  the i n d i v i d u a l  l o ans 

f o r  c h a t t e l s  o r  f a r m  i m p r o v e m e n t s  l o c a t e d  o n  t h e  a g r i c u l t u r a l  l a n d  in a

-1- C S S B  3 4 9 (Res)
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D e l t a  P r o j e c t  if the c o m m i s s i o n e r  d e t e r m i n e s  t h a t  r e n e g o t i a t i o n  is n e c e s­

s a r y  to m i n i m i z e  f i n a n c i a l  l o s s e s  to the s t a t e  a n d  t h a t  it is in th§ b e s t  

i n t e r e s t  of  the state.

* Sec. 2. T h i s  A c t  is r e p e a l e d  J u l y  1, 1988. -
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A n a l y s i s  for F i s c a l  Note, S e n a t e  B i l l  349
R e o r g a n i z a t i o n  o f  D e l t a  A g r i c u l t u r a l  P r o j e c t  D e b t

R e v e n u e

A  p a p e r  loss o f  as m u c h  as $ 1 4 , 8 0 0 , 0 0 0  c o u l d  b e  r e a l i z e d  if 
37 p a r c e l s  o f  2000 a c r e s  e a c h  are r e l i n q u i s h e d  to the State.

37 p a r c e l s  x 2,000 a c r e s  p e r  p a r c e l  x $200 p e r  a c r e  = 
$ 1 4 , 8 0 0 , 0 0 0 .

H o w e v e r ,  s i n c e  the c l e a r i n g  l oans a n d  land c o n t r a c t  p a y m e n t s  
m a y  not be  c o l l e c t a b l e  u n d e r  c u r r e n t  D e l t a  f i n a n c i a l  
c o n d i t i o n s ,  a n d  b e c a u s e  the S t a t e  w o u l d  r e c e i v e  c l e a r e d  land 
in l i e u  o f  land a n d  l o a n  p a y m e n t s  u n d e r  t h i s  b i ll, it c o u l d  
a l s o  be  a r g u e d  th a t  no r e v e n u e  loss w o u l d  occur.

In a d d i t i o n ,  r e n e g o t i a t i n g  A R L F  c h a t t e l  a n d  f a r m  i m p r o v e m e n t  
loans c o u l d  r e s u l t  in r e d u c t i o n s  in l o a n  p r i n c i p a l  and 
i n t e r e s t  d u e  the State. H o w e v e r ,  s i n c e  f o r e c l o s u r e  a n d  
r e s a l e  o f  f a r m  c h a t t e l  a n d  i m p r o v e m e n t s  c o u l d  g e n e r a t e  less 
i n c o m e  t h a n  c o u l d  be r e a l i z e d  f r o m  lo a n  r e n e g o t i a t i o n s ,  it 
c o u l d  b e  a r g u e d  that no r e v e n u e  loss w o u l d  occur.
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O r i g i n a l  s p o n s o r s :  C o g h i l l  a n d
K e r t t u l a

I N  T H E  S E N A T E  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  S E N A T E  B I L L  NO. 349 ( R e s o u r c e s )

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
I

F o r  a n  A c t  e n t i t l e d :  MA n  A c t  r e l a t i n g  to the r e o r g a n i z a t i o n  o f  p r i v a t e

de b t  a t  a D e l t a  P r o j e c t .’1 

BE IT E N A C T E D  BY  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) T h e  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  shall, at the

r e q u e s t  o f  a n  i n d i v i d u a l  w h o  h o l d s  a g r i c u l t u r a l  r i g h t s  to l a n d  p u r c h a s e d

f r o m  the s t a t e  in a D e l t a  P r o j e c t ,

(1) a c c e p t  the r e l i n q u i s h m e n t  of  a g r i c u l t u r a l  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  in  a D e l t a  P r o j e c t  a n d  c r e d i t  the p e r c e n t a g e  o f  the d e b t

o w e d  to the s t a t e  o n  l a n d  p u r c h a s e d  a n d  l a n d  c l e a r i n g  l o a n s  t h a t  e q u a l s  the

p e r c e n t a g e  o f  l a n d  r e l i n q u i s h e d  u n d e r  th i s  s ection, e i t h e r  b y  a c r e a g e  o r  b y  

v a l u e ,  as d e t e r m i n e d  b y  the c o m m i s s i o n e r ;

(2) e n t e r  into a n  a g r e e m e n t  w i t h  the i n d i v i d u a l  f o r  the l e a s e  

f o r  a g r i c u l t u r a l  purpose*-: o n l y  o f  a p o r t i o n  o f  or a l l  o f  t h e  l a n d  r e l i n -
•  t I

q u i s h e d  f o r  a t e r m  o f  2 U  y e a r s  at t h e  f u l l  f a i r  m a r k e t  v a l u e  o f  t h » land; a

s u r v e y  u n d e r  this p a r a g r a p h ,  if  r e q u i r e d ,  s h a l l  b e  at the e x p e n s e  o f  the

i n d i v i d u a l .

(b) If a n  i n d i v i d u a l  w h o  h a s  r e l i n q u i s h e d  l a n d  u n d e r  this s e c t i o n  

a p p l i e s  b e f o r e  J u l y  1, 1987 f o r  a l e a s e  o n  all o r  p a r t  o f  the l a n d  r e l i n­

qui s h e d ,  t h e  l e a s e  s h a l l  p r o v i d e  t h e  l e s s e e  an o p t i o n  to p u r c h a s e  t h e  l a n d

l e a s e d  u n d e r  sec. 1(a)(2) o f  this A c t  at f u l l  f a i r  m a r k e t  v a l u e  at t h e  t i m e

o f  p u r c h a s e  w i t h o u t  r e d u c t i o n  to r e f l e c t  the r e m a i n i n g  l e a s e  term.

(c) T h e  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  in c o n s u l t a t i o n  w i t h  the 

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  B o a r d  m a y  r e n e g o t i a t e  w i t h  the i n d i v i d u a l  loans 

f o r  c h a t t e l s  o r  f a r m  i m p r o v e m e n t s  l o c a t e d  on  t h e  a g r i c u l t u r a l  l a n d  i n  a

-1- C S S B  3 4 9 (Res)
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D e l t a  P r o j e c t  if the c o m m i s s i o n e r  d e t e r m i n e s  th a t  r e n e g o t i a t i o n  is n e c e s ­

sa r y  to m i n i m i z e  f i n a n c i a l  l o s s e s  to the st te a n d  t h a t  it is in t h e  b e s t  ! 

i n t e r e s t  o f  the state.

* Sec. 2. Th i s  A c t  is r e p e a l e d  J u l y  1, 1988.
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A n a l y s i s  for F i s c a l  Note, S e n a t e  B i l l  345
R e o r g a n i z a t i o n  o f  D e l t a  A g r i c u l t u r a l  P r o j e c t  D e b t

R e v e n u e

A  p a p e r  less o f  as m u c h  as $ 1 4 , 8 0 0 , 0 0 0  c o u l d  b e  r e a l i z e d  if 
37 p a r c e l s  o f  2000 a c r e s  e a c h  are r e l i n q u i s h e d  to the State.

37 p a r c e l s  x 2,000 a c r e s  p e r  p a r c e l  x $200 p e r  a c r e  = 
$ 1 4 , 8 0 0 , 0 0 0 .

H o w e v e r ,  s i nce the c l e a r i n g  loans a n d  la n d  c o n t r a c t  p a y m e n t s  
m a y  n o t  be c o l l e c t a b l e  u n d e r  c u r r e n t  D e l t a  f i n a n c i a l  
c o n d i t i o n s ,  a n d  b e c a u s e  the S t a t e  w o u l d  r e c e i v e  c l e a r e d  l a n d  
in l i e u  o f  land and l o a n  p a y m e n t s  u n d e r  t h i s  b i ll, it c o u l d  
a l s o  b e  a r g u e d  that no r e v e n u e  loss w o u l d  occur.

In a d d i t i o n ,  r e n e g o t i a t i n g  A R L F  c h a t t e l  a n d  f a r m  i m p r o v e m e n t  
l oans c o u l d  r e s u l t  in r e d u c t i o n s  in l o a n  p r i n c i p a l  a n d  
i n t e r e s t  due the State. H o w e v e r ,  s i n c e  f o r e c l o s u r e  a n d  
r e s a l e  o f  fa r m  c h a t t e l  a n d  i m p r o v e m e n t s  c o u l d  g e n e r a t e  less 
i n c o m e  t h a n  c o u l d  be r e a l i z e d  fr o m  loan r e n e g o t i a t i o n s ,  it 
c o u l d  be  a r g u e d  that no r e v e n u e  loss w o u l d  occur.
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