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Date referred: 1/29/88 FURTHER REFERRALS: Finance

DATS: 3 -/ T -88
The Labor & Commerce Committee has considered HB 415

"An Act relating to agricultural industry production credits for dairy
products; and providing for an effective date.’

SBOCMSBES: y |
CX: replace with C34(5 [)ﬂ the same-: title
[ 1 attached amendment(s) A [ 1 anew title

[X 3 do pass
] do not pass

[
[ ]no recommendation

[ 1 individual recommendations

[ ] additional referral to the Committee

ADOPTS; [ 1 letter of intent

ATTACHES HE* FISCAL NOTE(S):

3 fiscal impact [ ] same as previous fiscal note
C 3 zero fiscal note published
[ 3 =zero with analysis [ ] same as previous zero fiscal

note published
SKaiXS DO BASS: SIQTEBG OTHER SECOMHEHDAHOHS:




STATE OF ALASKA BILL '/ERSION: ¢s LB 415 (LfiC)

1988 LEGISLATIVE SESSION PUBLISH DATE:
REOUEST: FISCAL NOTE
Revision Date:.  3/2Y/QR . Agency Affected: Natural REsources
TtA *-n-i-v-. i Im | tC BRU: Agricultural Management
. Land & Water
SponSOr .t C manid-~p° Components: fl.RLF
mcquestor:i;00ge Labor- S-Cc-u-or..- Cob -Eublic-Usg

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 88 FY89 FY 90 FY 91 FY 9  FY Q3
PERSONAL SERVICES 84.0
TRAVEL 0-
CONTRACTUAL 5 0
SUPPLIES 0N
EQUIPMENT ,

LAND & STRUCTURES “0°
GRANTS, CLAIMS n-
MISCELLANEOUS n-

TOTAL OPERATING 121.0 -0 - -0- -0 - -0-

CAPITAL

REVENUE (1,991.0) (L57.6)  (157.6)  (156.7) (156.7)

FUNDING: (Thousrjids of Dollars)

GENERALFUND 121.0

FEDERALFUNDS

OTHER N

TOTAL ioi n -n- -0 - -0 - -0-

POSITIONS:

FULL-TIME 2
PART-TIME
TEMPORARY

ANALYSIS :  (Attach a separate page if necessary)

This fiscal note reflects the changes .in this b ill and includes the fiscal
effects of thi's program for the years 1985-1987 at $2.68 per cwt of milk
produced. The negative revenues are the result of production loans which wi..

not be recovered due to the dairy credits allowed under this b ill. (Contd.)
Prepared by: _ Phong : 745 TN
Division .~ Division of Agriculture Date; 31221°°
Approved by Commissioner: . *A"1 hftUJ PTK/Eh Date:  3/22/88

Agency: — natural Reoourooo
Distribution (bﬁ_preparer):
Legislative Finance
Legislative Sponsor
Requestor

* Office of Management and Budget . LA,
Impacted Agency(ies) P page-1— of-—



Fiscal Note Analysis CS HB 415 (L&C) contd.

The revenue projections for the loan fund for FY 89 and future years will
decrease because the principal balance due on dairy loans w ill decrease by
approximately 20%.

The operating costs are as tallows:

100 — 1 Natural Resource Manager | Range 18 A 50.0 (DL&WM)
1 Natural Resource Technician |1 Range 12 A 34.0 (DL&WM)
200 0- .0
300 — Contracting for special accounting of credits and audit of milk processing

records to ensure compliance with this b ill.
30.0 (D of Ag)

Certified mail, public notice and telephone charges associated
with land contract credit applications under this program.

5.0 (3.0 L&W) (2.0 D. Ag)
400 — Commodities for 2 new positions 1.0 (L&WM)

Page 2 of 4



Position Tillc vy ral'Resohirce Manager T Nu. of Positions Kangc/Stcp  10A Uaig. Unit  gou

lime Status Slalf Mouths Location ion Distri
S M iy Anchorage Election District
Justification
Typeof Expenditure Amount This position will supervise a NRT Il. The teanm
1 9 3 will be responsible for calculating credits S
Salary 37,600 . :_-V;T%:{/_ , pursuant to 1B 415 * ok
lcue lits* 12,d00 '
Picmium Pay ' p
Other mm
Total Personal Services 50,000
Travel
Contractual 3,000
Commodities 500
Equipment
Other :
Total Cost 53,500
-uuding Source lor Total Cost
Pcdcul Receipts — J002_
Cl E Match ]
gcn(:lal Pund 100-1 53,500
| Program Receipts 1005'
Other
‘ ™
. M m m yS-Wl
M w0 It
jve
- Agenc Natural Resources
Request For i gency FY 89
URU  Land and Water Page uf

New Posrtion | Coinponciit .Public Use Revised Date



No. of Positions Range/Step 19A Uare-U.il  GGU-+

o | _
PF’S'“O” Tite Natural Resource Techncian Il _
lime Sta;l;ST Stall Months " Location Aneh Election District
) nchorage
Y HHTvirg> o£ 41 Justification N
Type of Fxpemliluic Amount This position w ill work under a project leader.
i 9 3 W ill be involved in recalculating ,credits for
Salarv 24 1300 current dairy contracts e e,k
iciicrs 9,200 . - .-
git%iniuiii Pay T ¥ o
er
Total Personal Services PSS mPsBIBYi0 3d,000
Travel
Contractual 2,000
Commodities 500
Equment
Oilier
Total Cost 3CA->90
o0 0 .t
Ponding Source lor Total Cost ‘
Pedcral Receipts 1002
Cl. P. Match 1003 .
General Pund 1004 1 30.son
GP Ihognm Receipts 1005 |
Dther :
| ]
oy
}&
| Agency Natural Resources FY 89
Request Fur
g . URU Land anet Viater vaic A (it A

New Position

Public Use

Cumpoiicnl

Revised Dale



Subject of meeting

HB 415 "An Act relating to agricultural industry
production credits for dairy products."”

HOUSE LAEOR & COMMERCE HB 456 "An Act relating to agricultural loans and
extending the agricultural production credit
law."

HB 472 "An Act relating to mechanical administrators

Official Buaiceaa
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Session Address:
STATE CAPITOL BUILDING
BOX V
JUNEAU, ALASKA 99811
(907)465-372?

&Epresontattoe ftonalh H. Hanfon

Interim Address:
BOX 53
PALMER, ALASKA 99645
(907) 745-3326 +Palmer
(907)376-6628-W asllla

ZDistrict
To: Representative Dave Donley
From: Representative Ronald L. Larson * '
Re: HB 415, Dairy Production Credits
Date: March 16, 1988
I submit HB 415, An Act Relating to Agricultural Industry
Production Credits for Dairy Products—for the consideration
of your committee.
This bill was developed to assist productive dairy farmers in
the reduction of their debt load. Many of the farmers have
made sincere efforts to create viable dairy farms. Those
honest efforts have been necessarily coupled with major
private monetary investments equalling approximately 12
million dollars.
This bill seeks to reward the producing farmers, as determined
by their past production records.
The following amendments are recommended for inclusion on a
committee substitute:
1. Page one; Line 24: (b)The annual credit for the
years 1985-1987 [1991] is $2.63 per hundredweight...
2. Page one; Line 28: The credits available under this
section and AS03.05.015 are Ilimited to 25 [50]
percent of the principal debt incurred on any

eligible loan.
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DEPARTMENT OF NATURAL RESOURCES

OFFICE OF THE COMMISSIONER

March 17, 1988

The Honorable Dave Donley
State House of Representatives
Alaska State Legislature

P.O. Box V

Juneau, AK 99801

Dear Representative Donley:

Subject: House Bill 415, relating to

for dairy products to allow dairy farmers

with outside milk producers.

Position: The Department of Natural Resources
this bill because it effectively establishes
products subsidy program that is not in

of Alaskan agriculture or the state.
associated loss of principal payments
the Agricultural Revolving Loan Fund.

Background:

helieve that establishing similar farm

Alaska will solve this state's farm problems.

The original production credit program

03.05.015 was designed to encourage farmersto
clearing their land and bring their farms
rapidly as possible. The program is scheduled
this tax year, and was not designed to
agricultural sector.

support system for the

Recommendation: Allow the agricultural
structure troubled debt through the existing
Forego the creation
existina production
year.

restructuring program.

subsidy programs in Alaska and allow the
credit program to end, as scheduled, next

ncerely,

In.

ijdith M. Brady
mmissioner

Federal agricultural subsidy
solved the nation's farm problems. There

STEVE COWPER, GOVERNOR

400 WILLOUGHBY AVE.
JUNEAU, ALASKA 9980-,-! 796
PHONE: (907) 465-2400

agricultural credits
achieve parity

opposes

a dairy
best interests
addition, the

disastrous to

programs have not
no reason to

programs in

established under AS

finish

intoproduction as
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Alaska Quality Dairy Cooperative, Inc.
P.O. Box S72346
Uasilla, Alaska 99687

Rep. Dave Donnelly
Chairman, House Labor $ Commerce Committee
Juneau, Alaska 99811

Dear Rep. Donnelly,

This letter is in support of the proposed legislation now
before your committee in regard to production credits for
the Alaskan dairy industry.

The legislation calls for a forgiveness of a portion
of the debt owed the State of Alaska Agricultural Revolving
Loan Fund by commercial dairy farmers throughout the state.

The bill calls for no ®"new" money to be expended by
the fund. It would reduce by a small _percentage the total
amount of money which would have eventually been due from
the farmers in the form of principal payments over the
next 20 or 30 years. The annual effect on the fund would
thus be very small. But the positive effects on the cash
flows and financial positions of the state®s dairy farmers
would be very large.

The amount of the credit is equal to the amount by
which the State of Alaska reduced the price of milk when it
took over the I"atanuska Maid creamery. All the new dairies
received loans from the ARLF based upon the higher price
of milk, and the state®"s reduction in the price has had
severe impacts on each of our cash flows and abilities to
survive.

Another important effect the principal reduction would
have is to bring the total outstanding loans of the dairies
under the statutory per-farm.-unit limit of $1,000,000. In this
way, some of the farms which need expansion or operating
capital in order to be more efficient would have the needed
lending source again available to them. The State of Alaska,
in insisting on limits in the land titles and in holding first
mortgages on all the farms, has placed itself in the position
of being the only lender available to the farms.

A summary of the production credit reasoning follows.

1. The dairy industry has been severely impacted by the
failure of the IlloLunuaka Maid ci"ctincry, and by continuing
market difficulties.
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2. The severe problems were noted by the ARLF when it
assumed ownership of the creamery in November, 1984,
and made the crucial decision to lower the price of
milk below that which the new farms at Point Mackenzie
had planned for.

, 3, A moratorium was granted due to these dislocations.
However, moratoriums postpone problems rather than
solve them. .Interest continued to accrue, worsening
the cash flows and financial positions of those
farms which continued to produce milk during this
period. The activation of a one-time-only principal
credit equal to the amount of money lost because of
the different milk price would solve a problem the
moratoriums only put off.

A. Dairy farms have a .vory largo start-up cost, eowmonsurat
with their ability to produce very large on-going
benefits-~in the-form of- jobs and economic stimulation.
The $1 million ARLF lending limit has caused a hardship
on all the farras now operating, 1in their 1inabilities to
obtain adequate operating capital, or where necessary,
capital for expansion. This credit would lower the
outstanding debt to ARLF. sufficiently to allow farms to
qualify for needed capital. ARLF is the only lender
able to lend to the farms at present, both because of
the weakened state of the farms, the weakened state of
prospective lenders,, and because of the nature of the
land title.

5. The reduction in debt would improve the financial
positions of the dairies, making them more attractive
to other private lenders in the future.

G. The principal reduction production credit has the added
advantage of acting to .reward only those farms which
perservered through the difficult times.

"7e hope tills helps in your deliberations, ho are aware of ~
the large number of bills competing for your attention and
endorsement. This, wo believe, is one that for no further
expenditure and relatively little reduction in future receipts,
would have a dramatic stabilizing effect on a jobs-intensive
industry. IfT we can answer further questions, please call.

Thank you.

Sincerely,

Karen Lee

Secretary
Alaska duality Dairy Cooperative, Inc
(376-0790)



Snowcrest Farms, Inc.

PO. Box 872406, Wasilla, AK 99687 « 376-3546

Representative Curt Menard
Alaska State Legislature
P.0. Box V (MS 3100)
Juneau, Alaska 99811

March 4, 1988
Dear Curt,

Thankyou for sending me copies of HB 400, 415, 456, and
SB 23 and for your request for my opinion

I strongly favor passage of all four pieces of legis—
lation as each is an important piece of the larger puzzle
which hopefully will yield success for the agricultural
industry and the dairy industry.

Please note that contrary to Mr. Chuck Forch"s letter,
dated February 12,1988, to you that HB 415 will not

reduce the current funds of the ARLF by 2 million dollars.
It will reduce year.ly the amount returning to ARLF.

Tve are concerned about the survival of the ARLF, as are
they, but the board must remember that if the demands for
repayment are to high and unrealistic that money will not
revolve back anyway and if they are so concerned about
the funds being bleed out maybe they ought to look at the
1.1 million it took to run the fund in 1986 and that near
amount again in 1987 with a greater amount anticipated in
1988- The fund that was established to " establish and
promote Agriculture in Alaska" 1is being bled dry to the
tune of 1 million per year by the bureaucracy and they
have the audacity to critique us in our desire to survive
and be productive. 1 also find it very interesting that
that the Loan Board encouraged us to take our plight to
the legislature and are now opposing us after having done
sSo.

I appreciate your efforts in helping us resolve these
issues and 1 am certainly willing to provide you with any
information needed to support these pieces of legislation.



ALASKA STATE LEGISLATURE
Curt Menard

31 W. Swanson Ave.
Wasilla, A(I)aska 99687
r

P.0. Box V
Juneau, Alaska 99811
373-CURT
376-5315 Work
376-5855 Home
465-2679 Juneau

MEMORANDUM

DATE: February 15, 1988
TO: Dave Donley
Chair, Labor and Commerce Committee
FROM: Curt Menard
Representative
RE: Consideration of HB415

I respectfully request that you schedule a committee hearing on
HB415 as soon as you can. | can not emphasize stronglyenough
the need for urgency on this issue.

The Pt. MacKenzie Dairy Producers need this legislation this
year in order to have a decent chance for survival. They need
your help to make their case before the Legislature.

Thank you for your consideration of my earnest request.
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To: Representative Dave Donley, Chairman
House Labor and Commerce Committee
an
From: Representative Ron L. Larson*/»
%V)Q/I
Re: HB 415 Agricultural Production Credits :Barries/"
Date: February 15, 1988

I would appreciate your scheduling HB 415 as soon as possible
in the House Labor and Commerce Committee. IT 1 or my staff
can be of aid to you in any way, please contact me.

Thank you for any assistance.
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being scheduled for a hearing in the Labor and Commerce
Committee as soon as possible.

If 1

or my staff can be of any assistance to you,

not hesitate to call on us.

please do
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