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C o p i e s  of  m i n u t e s  l i s t e d  b e l o w  w e r e  o r i g i n a l l y  i n c l u d e d  
in th i s  file. T h e  m i n u t e s  a r e  a v a i l a b l e  o n  t h e  S T A I R S  
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D E P A R T M E N T  O l N A TU R A L R E SO U R C E S

OFFICE OF THE COMMISSIONER

400 WILLOUGHBY AVE. 
JUNEAU. ALASKA 99801-1796 
PHONE: (907) 465-2400

M a r c h  17, 1988

Th e  H o n o r a b l e  D a v e  D o n l e y  
C h a i r m a n ,  H o u s e  L a b o r  and 

C o m m e r c e  C o m m i t t e e  
P.O. B o x  V  
June a u ,  A l a s k a  99811

D e a r  R e p r e s e n t a t i v e  D o n l e y :

S u b j e c t : w h i c h  e x t e n d s  the e x i s t 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  c r e d i t  p r o g r a m  u n t i l  1991 and 
e x p a n d s  it to i n c l u d e  l o ans f r o m  the F e d e r a l  L a n d  b a n k  and 
th e  A l a s k a  R u r a l  R e h a b i l i t a t i o n  C o r p o r a t i o n  ( A R R C ) .

P o s i t i o n : T h 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  o p p o s e s  t h i s
b i l l  b e c a u s e  it e s t a b l i s h e s  an o p e n  e n d e d  l i a b i l i t y  for 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  to p r o v i d e  f u nds or o t h e r  
" c r e d i t s "  to the ARRC, t h e  F e d e r a l  L a n d  B a n k ,  and the 
D e p a r t m e n t  of R e v e n u e  (DOR) —  l o ans for w h i c h  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  has no c o n t r o l l i n g  
a u t h o r i t y .

In a d d i t i o n ,  e x t e n d i n g  the t e r m  of the e x i s t i n g  p r o d u c t i o n  
c r e d i t  p r o g r a m  for the d e p a r t m e n t ' s  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 ) , and r e q u i r i n g  A R L F  b o r r o w e r s  to p r o v e  th a t  
o t h e r  loan s o u r c e s  are n o t  a v a i l a b l e ,  c o u l d  h a v e  d i s a s t r o u s  
e f f e c t s  on the A R L F  and its a b i l i t y  t o  s e r v i c e  the loan 
n e e d s  of v i a b l e  a g r i c u l t u r a l  o p e r a t i o n s .

B a c k g r o u n d : T h e  ARLF, w i t h i n  t h 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 ,  has n o t  r e c e i v e d  an a p p r o p r i a t i o n  of f u nds s i nce 
FY  1986. Its c u r r e n t  b a l a n c e  is a p p r o x i m a t e l y  $7.6 m i l l i o n  
w h i c h  w i l l  be u s e d  to p r o v i d e  an  e s t i m a t e d  $3 to 4 m i l l i o n  
in l oans e a c h  year. B e c a u s e  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  
r e d u c e s  o r  e l i m i n a t e s  i n c o m e  t o  the A R LF, as d o  o t h e r  f a r m  
d e b t  r e l i e f  p r o g r a m s  s u c h  as d e b t  r e s t r u c t u r i n g  and D e l t a  
d e b t  r e n e g o t i a t i o n ,  u n l e s s  a d d i t i o n a l  d o l l a r s  are a p p r o p r i­
ated  or the fu n d  b e g i n s  to  r e v o l v e ,  t h e  A R L F  b a l a n c e  w i l l  
so o n  d e c l i n e  to zero.

1 0 - J 9 L H



R e p r e s e n t a t i v e  D o n l e y  - 2 -  M a r c h  17, 1988

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  h a s  n o  say in the 
n u m b e r  o r  a m o u n t s  of A R R C  or F e d e r a l  L a n d  B a n k  loans, yet 
t h i s  b i l l  w o u l d  r e q u i r e  h e r  to p r o v i d e  c r e d i t s  t o  the AA R C  
a n d  the l a n d  b a n k  t o w a r d s  p a s t  and f u t u r e  loans. If the 
c r e d i t s  are i n t e n d e d  to  be A R L F  d o l l a r s ,  t h i s  b i l l  w o u l d  
e s t a b l i s h  an o p e n - e n d e d  d r a i n  on  t h e  ARLF. If the c r e d i t s  
are s t a t e  g e n e r a l  funds, the b i l l  e s t a b l i s h e s  an o p e n - e n d e d  
l i a b i l i t y  for the d e p a r t m e n t  a n d  the l e g i s l a t u r e  to  p r o v i d e  
f u n d s  to the AARC, the DOR, a n d  the F e d e r a l  L a n d  Bank.

R e c o m m e n d a t i o n : D e l e t e  S e c t i o n s  3 a n d  4 f r o m  th i s  b i l l  to
r e m o v e  the o p e n - e n d e d  l i a b i l i t y  and to h e l p  e n s u r e  t h a t  all 
f a r m e r s  h a v e  an o p p o r t u n i t y  to b o r r o w  f r o m  t h e  ARLF.

T o  p r o v i d e  m i n i m a l  p r o t e c t i o n  to the A R L F  if 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  is exten d e d ,  c h a n g e  the p r o g r a m  so that:

1) it a p p l i e s  to only a p e r c e n t a g e  of the A R L F  i n­
t e r e s t  o w e d  b y  a b o r r o w e r  and;

2) it a p p l i e s  o n l y  to b o r r o w e r s  t h a t  are c u r r e n t  on 
A R L F  l o a n  p a y m e n t s  at the t i m e  t h e  c r e d i t  is applied.

R e q u e s t o r s
C o m m i s s i o n e r  of  R e v e n u e  
A A R C  M a n a g e r  
R o d  S w o p e  
B o b  E v a n s

Vcc: S p o n s o r s
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Sponsor: Rep. Larson, Menara, ec ai 
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Position Title
Natural Resource Officer I

No. of Positions

■i

Rangc/Slcp 14ft Barg. Unit GGU

T ime Status
P F T

Staff Months

12
Location a

Anchorage
Election District

T yp e  o f  Expenditure
1

Sa la ry
Bene fi ts
P ic iu iu in Pay 
O i l ie r

T ota l Persona l Serv ices I

2 8 , 0 0 0
10,000

Contractua l
C om m od it ie s

"Equipment
O ther

T o ta l  Cost

Amount

3 8 , 0 0 0

2,000
1,000

. .  • v N
4 1 , 0 0 0

Funding Source f o r  To ta l Cost
Federal Receipts 1002
Cl. F. Match 1 0 0 3
Genera! Fund 10 0 4
G F  P rog ram  Receipts 1 0 0 5
Other

4 1 . 0 0 0

Justification
T h i s  p os ition w i l l  be invol ve d in a n n u a l  c r e d i t  

c a l c u l a t i o n s  provided by the e x t e n s i o n  of c r e d i t s  

u n d e r  H R  456.

Request For 
New Position

Agency
I5RIJ

N atu ra l Resources
I,and ai'.d Water

Coinpoticul P ub lic  Use
o f

Revised Da le

FY 8 9



M E M O R A N D U M October 27, 1987

SUBJECT: Work order 5-1421, relating to distinctions 
in loan refinancing for certain rural-related 
loans.

TO: Representative Curt Menard

Jack Chenoweth 
Legislative Counsel

FROM:

Your October 19 letter to Tam Cook, inquiring as to dis­
tinctions in loan refinancing practices between loans 
initiated by the Alaska Rural Rehabilitation Corporation and 
the Agricultural Revolving Loan Fund, has been referred to 
me for response.

Your letter inquires about ’’refinancing" practices of the 
Revolving Loan Fond and the Rehabilitation Corporation. 
Typically, the term "refinancing" is used in a technical 
sense, generally limited to instances in which the lending 
institution issues a loan to retire outstanding debt issued 
by the lending institution or another lending source. This 
memo speaks somewhat more broadly.

The Agricultural Revolving Loan Fund is a state-authorized 
loan program (AS 03.10). The fund makes loans from a loan 
fund to which the state legislature may make appropriations. 
By regulation [11 AAC 39.111(b)(9)], ARLF may not undertake 
to refinance "except in emergencies or when in the best 
interests of the loan fund." According to ARLF Manager Hal 
Ward, the loan fund is managed, as to refinancing, in accor­
dance with that regulation, and the clauses providing for 
refinancing exceptions have not been regularly used. Cur­
rent ARLF practice does allow a "restructuring" of outstand­
ing ARLF debt--by extension of payments, modification of 
terms and conditions, or making of allowances--but I under­
stand these to be mechanisms available to the loan fund 
manager, with the approval of the Agricultural Revolving 
Loan Fund Board, within the scope of management of a current 
loan under authority set out in 11 AAC 39.311.

n
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Position T i t le  ,
N a t u r a l  R e s o u r c e  O f f i c e r  I

:No . o f  Positions Range/Step Uarg. Unit GGU
l ime Status

P F T
Sta f f  Months

12
Location |  Election District 

A n c h o r a g e
Justif ication

Type «if Expcndiluie Amount
1 2 3 T h i s  p o s i t i o n  w i l l  b e  i n v o l v e d  i n  a n n u a l  c r e d i t

Snlnrv 2 8 ,0 0 0 !':j : '• •• c a l c u l a t i o n s  p r o v i d e d  b y  t h e  e x t e n s i o n  o f  c r e d i t s  

u n d e r  HB 4 5 6 .

.* ‘ • ’ 1 ’

Hcncfits 1 0 ,0 0 0
• »Piemium Pay

Other ’ A  [j-? ,5f *5 4'. ‘ :
To la ! Personal Services 3 8 ,0 0 0

Trave l
Contractu?) 2 , 0 0 0
Commodit ies 1 ,0 0 0
equipment
Other

Tota l  Cost 4 1 ,0 0 0
• : \H . : ,5,:. i f* ;: . ;

land ing  Source fo r  Total Cost
Federal Receipts 1 002
G. F. Match 1003
Genera! Fund 1004 4 1 ,0 0 0
OF Program Receipts 1005
Other

;
: : ■ : . ■ : . ■• j . •;
• : : . ; • .

R e q u e s t  F o r

N e w  P o s i t i o n

Agency N a t u r a l R e s o u rc e s
15IUJ Land and Water

Component P u b l i c  Use
Page t  of 4 
Revised Date

F Y  8 9
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B R U : Ba n d  & Water_________________

_______Ag r i c u l t u r e  M a n a g e m e n t

Components : -P u b lic ; Use _______
________________ ARLF________________________

E X PEN D ITU RES /REV EN U ES : (Thousands o f Dollar;}
OPERATING FY 88 F Y  89 FY 90 FY 91 FY 92 FY 93

PERSONAL SERVICES 66.0 6 8 . 0 6 3 . 0 6 8 .0 a,R n
TRAVEL
CONTRACTUAL .4 0 4.0 4 . 0 4 . 0 4 .0 4 . 0
SUPPLIES n 2 n 7 n n r, 7 .0 2.0
EQUIPMENT 5 o. -O- _n_ - 0 - - 0 -
L A N D *  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

! T O T A L  OPERATING 7P 0 7 4.0 7 4 . n 7 4 . 0 7 4 .0 7 4 .0

CAPITAL |
— ----- --

t " .................. ' “ .......  .......1-------------------REVENUE 14.(506.4) | * ( 4 5 0 . 0 ) * ( 5 1 0 .0 ) * (5 4 0 .0 )
-------------1----------

* (5 5 0 .0 )  j - 0 -

FU N D IN G : (Thousands of Dollars)
GENERALFUND I Q n 7 4 .0 7 4 .0 7 4 .0 .74 .0 ,7 4 .0
FEDERAL FUNDS
OTHER
TOTAL 7.9.0. 7 4 .0 7 4 .0 7 4 .0 74 :o ' 7 4 .0
P O S IT IO N S :
FULL-TIME
PART-TIME
TEMPORARY

5 2 2 2 2 2
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A d d i t i o n a l  E x p l a n a t i o n  HB 456

T h e  operating (Expenditures are as follows:

100 —  1 N a t u r a l  Re so u r c e  Officer I R a n g e  14A D L & W M 38.0

1 A c c o u n t i n g  C l e r k  II D o f  A g  30.0

200 — -0-
300 —  ^ ,0 ^°r DL&WM, 2.0 for D. o f  A g  — phone, mail, etc. 

40 0 —  1.0 for DL&WM, 1.0 for Div o f  A g 2.0
4.C

■500 —  C o m p u t e r  e q u i p m e n t  for the Div. o f  A g  to k ee p  t r a c k  o f  this program, i n c l u d i n g  

c o m p i l i n g  ir. f0 fmation about AAP.C and F e d e r a l  L a n d  B a n k  loans.

5.0

R e v e n u e s  i n d i c a t e d  are negative. T h i s  r e p r e s e n t s  i n t e r e s t  r e c e i v a b l e  due o n  A R L F  

a n d  a g r i c u l t u r a l  land loans which w o u l d  not be c o l l e c t e d  as a result o f  t h i s  

bill. Th e a m o u n t s  are b a s e d  on the h i s t o r i c a l  d a t a  a v a i l a b l e  from the f i r s t  t w o  y e ars  

o f  p r o d u c t i o n  c r e d i t s  u n d e r  the e x i s t i n g  program.

* T h i s  b i l l  also p r o v i d e s  for payment f r o m  the s tare to the A l a s k a  Rural R e h a b i l i t a t i o n  

C o r p o r a t i o n  and F e d e r a l  Land  Bank fo r c r e d i t s  for ag loans in t heir p o r t f o l i o s .  Th i s  

c o n t i n g e n t  l i a b i l i t y  m a y  oe unlimited b e c a u s e - w e  hav e no i n f o r m a t i o n  on s t a t e  farm  

i n c o m e  from IRS S c h e d u l e  1040-F fr o m  o t h e r  lenders. ... ' .

Page 2 of 4



Position Title
Natural Resource Officer I

■No. of Positions .
: 1

t
A n c h o r a g e

Rangc/Slcp 14ft Barg. Unit GGU

Time Status
P F T

Sialf Months

f

Location
12

Election District

im m Ju s t i f ica t ion
T ype  o f  Expenditure

1
.Salary.
Bene fi ts
Pie iniuin Pay
Other

T o ta l  Persona l Services

28/00010,000

. T r ayel_
Con t iac lu a l
Com m od it ie s
Equipment
Other

T o t a l  Cost

Amount

18,000

2,000
1,000

41 ,000
Funding Source f o r  T o ta l  Cost

Federa l Receipts 1002
Cl. F. Match 1 0 0 3
Genera! Fund 1 0 0 4
G F  P rog ram Receipts 1 0 0 5
Other

41 ,000

-—

'ly<

T h i s  p o s i t i o n  w i l l  be inv ol ve d i n  a n n u a l  c r e d i t  

c a l c u l a t i o n s  pr ov i d e d  by the e x t e n s i o n  of c r e d i t s
I

under HB 456.

R e q u e s t  F o r

N e w  P o s i t i o n

Agency
BRU

Com ponent

N a t u r a l  F.esources

Land and W a t e r

Pub Ii c Use

Ihige ^ o f
Revised Date

F Y  8 9



R e q u e s t  F o r

N e w  P o s i t i o n

Agency

BRU

Component
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M E M O R A N D U M October 27, 1987

SUBJECT: Work order 5-1421, relating to distinctions 
in loan refinancing for certain rural-related 
loans.

TO: Representative Curt Menard

FROM: Jack Chenoweth 
Legislative Counsel

Your October 19 letter to Tam Cook, inquiring as to dis­
tinctions in loan refinancing practices between loans 
initiated by the Alaska Rural Rehabilitation Corporation and 
the Agricultural Revolving Loan Fund, has been referred to 
me for response.

Your letter inquires about "refinancing1* practices of the 
Revolving Loan Fund and the Rehabilitation Corporation. 
Typically, the term "refinancing" is used in a technical 
sense, generally limited to instances in which the lending 
institution issues a loan to retire outstanding debt issued 
by the lending institution or another lending source. This 
memo speaks somewhat more broadly.

The Agricultux-al Revolving Loan Fund is a state-authorized 
loan program (AS 03.10). The fund makes loans from a loan 
fund to which the state legislature may make appropriations. 
By regulation [11 AAC 39.111(b)(9)], ARLF may not undertake 
to refinance "except in emergencies or when in the best 
interests of the loan fund." According to ARLF Manager Hal 
Ward, the loan fund is managed, as to refinancing, in accor­
dance with that regulation, and the clauses providing for 
refinancing exceptions have not been regularly used. Cur­
rent ARLF practice does allow a "restructuring" of outstand­
ing ARLF debt--by extension of payments, modification of 
terms and conditions, or making of allowances— but I under­
stand these to be mechanisms available to the loan fund 
manager, with the approval of the Agricultural Revolving 
Loan Fund Board, within the scope of management of a current 
loan under authority set out in 11 AAC 39.311.



R e p r e s e n t a t i v e  M e n a r d
' P a g e  2
O c t o b e r  27, 1987

By contrast, the Alaska Rural Rehabilitation Corporation is 
not a unit or entity of the state government. Federal laws 
in aid of agriculture first enacted in the 1930's, applicable 
to Alaska as a territory, authorized establishment of rural 
rehabilitation corporations to assist in the advancement of 
farms and farming practices. Typically, rural rehabilita­
tion corporations that were established were sources of 
loans for improved farming practices, though in Alaska, with 
virtually no agricultural activity prior to establishment of 
the Matanuska colony, the program was available as a source 
of loans and financial support for new farmers.

Alaska officials who sought to take advantage of the federal 
authorizing act established the Alaska Rural Rehabilitation 
Corporation as a non-profit corporation in April, 1935.
Though the original federal law underlying the program and 
authorizing loan financing assistance from federal sources 
was repealed in the m i d - 1940's, the repealing legislation 
allowed the rehabilitation corporations then operating in 
the several states and territories to "revolve the principal 
and interest payments into new loans. In Alaska, the non­
profit corporation has continued, serving as a source of 
credit assistance by which agricultural loans may be orig­
inated, approved, and serviced, and, in turn, selling the 
paper representing the outstanding debt of these loans to 
other financing sources. The sources that ARRC has used 
include (1) federal Farm Credit System-originated funds, the 
money from which is provided by the Farm Credit System from 
open market sources; (2) money of the corporation; and (3) 
money from loans purchased by the state.

As a nonprofit corporation, the Rural Rehabilitation Corpo­
ration's policy on loan refinancing is set by the board of 
directors of the corporation. The board is free to set its 
own terms and conditions on "refinancing" and does so 
without direction of state law.

In the past, the state has been a source of financial assis­
tance Co the Alaska Rural Rehabilitation Corporation.

AS 44.88.158(c), re-enacted in 1981, specifically authorized 
the state's Industrial Development Authority (AIDA), operating 
through the small enterprise loan account, to "purchase loans 
originated by the Alaska Rural Rehabilitation Corporation 
which are made to agricultural enterprises." AIDA's authority 
to make these loan purchases was repealed, effective June 9, 
1987, by sec. 44, ch. 42, SLA 1987.



The Department of Revenue may invest or use surplus state 
funds to purchase debt originated by lending institutions. 
Under AS 37.10.070(a)(13), the department may purchase mort­
gages of the Alaska Rural Rehabilitation Corporation. The 
department and ARRC have entered into a seller-servicer 
agreement for these loans. A  copy of the agreement is 
enclosed.

Activity involving the Department of Revenue’s purchase of 
ARRC-generated agricultural loans is not large. According 
to ARRC Loan Manager George Crowther, the Department of 
Revenue has purchased just under $1.4 million of 
ARRC-initiated loans. The figure was confirmed in 
information provided to me by Deputy Commissioner of Revenue 
Milt Barker. Citing the toughness of current state 
requirements bearing on loan purchases, Mr. Crowther advises 
that ARRC is no longer selling debt instruments to the 
Department of Revenue.

The decision as to when to purchase ARRC mortgages (or any 
other investment purchase decision using surplus state 
funds) is committed to the discretion of the commissioner of 
revenue. I doubt very much that the commissioner considers 
the particular policy governing loan ’'refinancing” that a 
lending institution has established; rather, the commissioner 
more likely bases indebtedness purchasing decisions on the 
overall safety or security of the loans that the state is 
considering for purchase.

I see no particular legal problem arising out of the dis­
tinction between the refinancing practices of the two named 
lending programs. Different lending institutions are free 
to set their own refinancing practices and policies. In 
this case, the distinction turns, in part, on the different 
sources of operating authority for the two programs, and the 
different means by which state money is used to support 
these programs.

The question you raise is, in my view, primarily one of 
state policy. As corrective legislation, you may wish to 
consider an amendment to AS 37.10.030(a)(13) that limits the 
conmissioner's authority to purchase ARRC-generated loans to 
those that essentially have been made on the same terms and 
conditions as money loaned by the Agricultural Revolving 
Loan Fund (AS 03.10). That ought to keep the two programs 
more closely aligned. However, that approach may also spark 
opposition from the ARRC board of directors, claiming unwar-

T M j



ra n ted  in t ru s io n  in to  le n d in g  p h ilo sop h y  and p ra c t ic e s  o f  
t h is  c o rp o ra t io n  by the s t a t e ,  o r  i t  may p rove to  be o f  no 
v a lu e  w hatsoever, in s o fa r  as re c e n t ARRC p ra c t ic e  has n o t 
been to  m arket lo an s to  the departm ent.
I  t r u s t  t h is  i s  re sp on s iv e  to  you r O ctober 19 l e t t e r .  I f  
you have a d d it io n a l concerns o r  q u es tion s  about ARRC lo an s  
o r  le n d in g  p ra c t ic e s , o r  about t h is  re sp on se , p le a se  c on ta c t 
me.
JC:mkr ml 3 /054
Enc lo su re
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745-3390

Dahlia St,

January 26, 1988

Mr. Curtis Menard 

House of Representatives 
351 W. Swanson Ave.
Wasilla, AK. 99687

Dear Curt:

The ARRC loan portfolio averages about $2,078,442, the Alaska Dept, of 
Revenue loans total $997,280. and the Farm Credit System farm loans 
total $1,081,162.

All of the above loans have variable tiered interest rates ranging from 
10-12% probably averaging 11 1/4%. Total estimated compensation required 
$450,000.

Thank you for your consideration and help.

'M anager

GSCijdj

encl. 1/20/88 letter to Senator Rick Halford

A nonprofit Alaskan corporation dedicated to the permanent development of Alaskan agriculture



G E N E R A L  O F F I C E S
x m m s x  248 E, Dahlia St. 

P A L M E R ,  A L A S K A
• P04B

745-3390

January 20, 1988

Senator Rick Halford 
P.O. Box V 
Juneau, AK. 99811

T * n  15 4  •

W W A. « J .  * rf. V>U>> 4. W l .U  A v  4. VMU 9

I wrote a letter to Representative Curtis Menard regarding this request,
A copy of this request is also enclosed for your information.

You will also remember that I mentioned to you that as a representative of 
the Farm Credit System, our office makes short, intermediate (15 years), 
and long term (30 years) loans to the Alaskan fishing industry. We can 

therefore make loans for operating, gear, boats, storage sheds and housing 

needs. But we cannot make loans on the Alaska limited entry permits as only 
the State of Alaska and the Commercial Fishing and Agriculture Bank are 

authorized by Alaska law to lien limited entry permits.

We receive many requests to finance limited entry permits and also need to 

be able to loan on the permits as boats and permits are mostly sold as a 
package. We must therefore deny many, many worthy applicants loans,

The Farm Credit System is a nationwide lender and has made loans in Alaska . 
since 1959 and to Alaska's fishing industry since about 1972,

It is requested that you introduce and get passed, an amendment to the 
current Alaska Statute authorizing the Farm Credit System to lien Alaska's 
limited entry permits.

ception at Big Lake for 

X^Hiscussed with both of 

^K§nckthe Alaska Rural 
agTlai^ltyral production 
of $)fye-'agricultural re-

A nonprofit Alaskan corporation dedicated to the permanent development o f Alaskan agriculture



'January 20 , 1988
Senator Rick Halford 
page 2

I will be on vacation and out of the State during the month of February, 
After March 1st, I will be available to travel to Juneau to discuss any 
of the above if necessary.

P.S. The Alaska Rural Rehabilitation Corporation represents the Farm Credit 
System, North of Yaketat via an agency agreement,

GSC: jdj

encl.

cc: Honorable Steve Cowper, Governor of Alaska
Senator Jan Faiks 

Representative Ben Gussendorf 
Chuck Harmon, F.C.S. Spokane 
Phil Fidler, F.C.S. Salem 

Kate Graham

P.O. & x  A ^ T o n e a u ,  AK. 99811 
P.O. Box/V, yiin^au, AK. 99811 

P.O. Box\bj^dJi^V, AK. 99811 
P.O. Box T A f ^ 4 ^ f b k a n e ,  WA 99220 

475 Cottage St. Safl/gi£> OR 97308 
211 4th Ave. //10^/Juneau, AK. 99802



A l a s k a  R u r a l  R e h a b i l i t a t i o n  C o r p .
G E N E R A L  O F F I C E S

3KSWKXXX 2 4 8  E .  D a h l i a  S t .  
P A L M E R ,  A L A S K A

D D C 4 B
745-3390

December 28, 1987

Mr. Curtis Menard 

House of Representatives 

351 W. Swanson Ave.
Wasilla, AK. 99687

Dear Curt:

Thank you for sending, to me the response of Mr. Jack Chenoweth, Legislative 

Counsel, regarding the refinancing practices of ARRC and the ARLF, Mr, 

Chenoweth did a good job in outlining to you the differences between the two 
lending organizations.

The Alrska Rural Rehabilitation Corp., a non-profit corporation, which will 

hereinafter be referred to as the ARRC, has been making agricultural loans 

to Alaskat farmers since establishment of the Matanuska Colony in 1935,
Sources of money to make these loans have been surpluses left over from the 

colonization project and modest profits each year that have been added to 
capital. As of this date total notes recievable and 5 parcels of land have 
a current value of about 2 1 / 2  million dollars.

The ARRC has also represented the Farm Credit System in Alaska since 1959, 
Through the Farm Credit System, long term and short term loans were made to 

Alaskas farmers. In 1972 the Farm Credit System started making rural housing 
loans to rural residents and recently the ARRC was given authority to make 
both long and short term loans to the fishing industry.

During the period when Alaska had large sums of oil money the Agricultural 
Revolving Loan Fund was appropriated large sums to lend to Alaska’s farmers 

at subsidized interest rates. ARRC agricultural loaning activity to Alaskas 
farmers through the Farm Credit System has therefore declined to almost nothing. 
Subsidized housing loans through the AHFC has also completely stopped the 
rural housing lending activity through the Farm Credit System.

The ARRC in the past has always had more demands for loan money than it had 
money to loan. Recently, about 5 years ago, the ARRC entered into agreement 

to sell part of its loans to the Alaska Department of Revenue, under AS 37.10 
070 (a) (13). This authority was introduced in the Legislature by Senator 
Jalmar Kerttula. At one time the ARRC's account with the Dept, of Revenue 
approximated $1.7 million. Due to less demand for loan monies and tough 

policies of the Dept, of Revenue the ARRC is no longer selling its notes and 
mortgages to the Dept, of Revenue. The current balance of the Dept, of Revenue

A nonprofit Alaskan corporation dedicated to the permanent development of Alaskan agriculture



Mr. Curtis Menard 

December 28, 1987 

Page 2

account is now approximately $1,000,000.00.

Two years ago Senator Coghi]l introduced and the Legislature passed an 

Agricultural Production Credit bill. This act permits up to 10% of a 

f a r m e A  gross income as credit towards interest due on loans held by the
Agricultural Revolving Loan Fund. If I remember correctly it was Mr.
Coghills original intent to give interest credit to those involved in 
the States development projects but was expanded to include all State 
agricultural loans.

Requests were made verbally to Mr. Coghill, Mr, Kerttula and to the Alaska 
Farmers and Stockgrowers organization, who lobbied heavily for passage 
of the Production Credit Act, to also include loans of the ARRC and Federal 
Land Bank for this State assistance. Answers to this request were that 

an appropriation would have to be made to include other loans which would 
jeopardize passage by the Legislature.

I recently approached Mr. Kerttula again who stated, "There is only one 
more year left to go."

During the last annual meeting of the Alaska Farmers and Stockgrowers Asso­

ciation a resolution was passed requesting continuation of the Production 
Credit Act. A copy of this resolution is enclosed.

The Production Credit Act is available only to those borrowing from the 
State of Alaska and therefore sets up a horribly unfair financial dis­

advantage to those farmers who are not borrowing from the State. An example 

is two neighboring farmers competing in the market place to sell their

product. One recieves interest free money through the Alaska Revolving
Loan Fund. The other through the ARRC, Federal Land Bank and the Dept, 
of Revenue, pays interest at current rates (10-12%) on his loans. The 
Production Credit Act is a very unfair and discriminatingisubsidy.

Our request to you and the Legislature is to do several things.
1. Amend the Production Credit Act to include farmers borrowing from 

the ARRC, the Federal Land Bank and the Dept, of Revenue to include the
fanning year 1987 and future years.

2. Amend the Act of the Agricultural Revolving Loan Fund to require 
that applicants prove that other loan money sourees are not available, 
therefore eliminating unfair competition in the agricultural lending Business.

3. That interest rates on existing loans sold to the Department of 

Revenue be lowered to Agricultural Revolving Loan Fund interest rates to 
permit some relief to borrowers in our present economy. Interest rates 
on these loans are mostly 11-12%.

GSCrjdj

encl.
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1988 RESOLOTIOI PLATFORM

The f o l l o w i n g  r e s o lu t i o n s  w ere Adopted by t h e  G e n e ra l A ssem b ly  o f  th e
A la s k a  F a rm e rs  and S to c k g ro w e rs  A s s o c i a t i o n ,  I n c . ,  a t  i t s  A nnua l
M ee t in g  N ovem ber 2 0  and  2 1 , 1 9 87  in  N a s i l l a ,  A la s k a .

1 ) R e q u e s t in g  th e  C o n t in u a t io n  o f  th e  P r o d u c t io n  C r e d i t  A c t .

2 )  R e q u e s t in g  th e  i n s t i t u t i o n  o f  a S t a t e  B o a rd  o f  A g r i c u l t u r e  by 
s t a t u t e ,  c o n s i s t i n g  o f  p ro d u c e rs  o f  a g r i c u l t u r e d  p ro d u c t s  and a 
r e p r e s e n t a t i v e  o f  th e  G o v e rn o r 's  o f f i c e ,  whose taBk i s  t o  a c t  as a 
l i a i s o n  b e tw een  th e  i n d u s t r y ,  th e  G o v e rn o r ,  and o t h e r  l o c a l ,  
s t a t s ,  and f e d e r a l  a g e n c ie s .

3 )  R e q u e s t in g  t h a t  th e  a d m in i s t r a t i o n  (G o v e rn o r ' s  o f f i c e )  seek th e  
re c om m en d a tio n  o f  th e  A la s k a  F a rm e rs  and S to c k g ro w e rs  A s s o c i a t i o n ,  
I n c . ,  b e f o r e  a f i n a l  r e s o lu t i o n  on th e  Sew ard  G ra in  T e rm in a l 
f a c i l i t i e s  i s  m ade .

4 )  S u p p o r t in g  th e  e s t a b li s h m e n t  o f  f a v o r a b le  a g r i c u l t u r a l  r a t e s ,  f o r  
A la s k a  g row n p r o d u c t s  on th e  A la s k a  M a rin e  Highway System  and on 
th e  A la s k a  R a i l r o a d .

5 )  E n d o rs in g  th e  c o n c e p t o f  a c o n s t i t u t i o n a l  amendment w h ich  w ou ld  
p r o t e c t  a g r i c u l t u r a l  r i g h t s  on S t a t e  la n d  (S JR  5 ) .

6 )  E n c o u ra g in g  th e  S t a t e  t o  m od ify  i t s  la n d  le a s e  law s to  b e t t e r  
f a c i l i t a t e  a g r i c u l t u r a l  needs ( i n c lu d i n g  th e  i n c o r p o r a t i o n  o f  
" o p t i o n - t o - r e n e w "  c la u s e s  based  on u t i l i z a t i o n  o f  g r a z in g  l a n d s ) .

7 )  R e q u e s t in g  t h a t  d u t i e s  r e la t e d  t o  tl»e a g r i c u l t u r e d  in d u s t r y  be 
t r a n s f e r r e d  fro m  th e  D ep a rtm en t o f  E n v i ro n m e n ta l C o n s e r v a t io n  t o  
t h e  D i v i s i o n  o f  A g r i c u l t u r e .

8 )  R e q u e s t in g  t h a t  th e  D epa rtm en t o f  N a t u r a l  R e s o u rc e s , D iv i s i o n  o f  
A g r i c u l t u r e  be r e t a in e d  as s e p a r a t e  e n t i t y ,  i n  i t s  e n t i r e t y ,
n o t  t o  be m e rg ed  w ith  a n o th e r  S t a t e  D ep a rtm e n t an d  le a v e  th e  ARLF 
fu n d  w h e re  i t  i s  and  i n t a c t .

9 )  R e q u e s t in g  th e  S t a t e  t o  c o n t in u e  i t s  s u p p o r t  and o p e r a t i o n  o f  th e  
M t. M cK in le y  M eat and Sausage s la u g h t e r  f a c i l i t y  i n  P a lm e r by th e  
C o r r e c t i o n a l  I n d u s t r i e s .

1 0 )  R e q u e s t in g  t h a t ,  a s  th e  U n iv e r s i t y  o f  A la s k a  i s  a  " la n d  G ra n t 
C o l l e g e , "  a  p e r s o n  a c t i v e  in  a g r i c u l t u r e  be a p p o in t e d  t o  th e  
U n i v e r s i t y  B o a rd  o f  R e g e n ts .

1 1 )  R e q u e s t in g  th e  e x t e n s i o n  o f  th e  A la s k a  G ra in  R e s e r v e  P r o y r a n .
A ls o ,  recommend t h a t  th e  c u r r e n t  r e s e r v e  be d ro p p e d  t o  $ 0 .5  
m i l l i o n  and th e  b a la n c e  t r a n s f e r r e d  t o  th e  ARLF.

1 2 )  R e q u e s t in g  t h a t  s t e p s  b e  ta k e n  t o  o v e r h a u l th e  A la s k a  A g r i c u l t u r a l  
R e v o lv in g  L o an  Fund o p e r a t i o n  t o :

A* A s su re  c o n s i s t e n t  p o l i c y .



B . D e v e lo p  p o l i c y  f o r  e a e rg& ncy  s i t u a t i o n * ,  su ch  a s  d r o u g h t ,
• g ra s s h o p p e r  i n f e s t a t i o n ,  f l o o d s ,  e t c
C . Im p ro v e  c om m un ica tion s  w ith  th e  a g r i c u l t u r a l  i n d u s t r y  a s  w e l l  

a s  o t h e r  le n d in g  i n s t i t u t i o n s .
D . E s t a b l i s h  a - f u l l  t im e  lo a n  e x a m in e r p o s i t i o n  i n  D e l t a  

J u n c t io n .

1 3 )  R e q u e s t in g  t h a t  th e  ARLF B oa rd  and th e  D ep a rtm en t o f  N a t u r a l  
R e s o u rc e s  re c o g n iz e  t h a t  th e  c u r r e n t  ARLF p o l i c y  f o r  r e s t r u c t u r i n g  
o f  t r o u b le d  d e b t  was c o n c e iv e d  and a d o p te d  in  th e  fo rm  o f  
g u i d e l i n e s ,  n o t  a s  an  i n f l e x i b l e  f o r m u la .  The ARLF B oa rd  s h o u ld  
be p e rm i t t e d  and e n cou ra g ed  to  v a r y  fro m  th e  g u id e l i n e s  in  c a s e s  
w he re  f l e x i b i l i t y  i n  a d ju s t i n g  th e  te rm s  o f  an  a p p l i c a n t ' s  d e b t ,  
o r  use o f  o t h e r  r e f i n a n c i n g  t e c h n iq u e s ,  a p p e a rs  f i n a n c i a l l y  
a p p r o p r i a t e  f o r  th e  i n d i v i d u a l  and l i k e l y  t o  p r e v e n t  w a s te  o f  ARLF 
a s s e t s .  <

1 4 )  R e q u e s t in g  th e  l e g i s l a t i v e  c r e a t i o n  o f  S t a t e  G ra z in g  P r e s e r v e s ,  
and t h a t  th e s e  p r e s e r v e s  n o t  be l im i t e d  t o  th e  Seward P e n in s u la  
and K o d ia k  I s l a n d ,  b u t  r a t h e r  i n c o r p o r a t e  a l l  la n d s  w ith  h ig h  
g r a z in g  p o t e n t i a l ,  a s  w e l l  a s  la n d s  w he re  g r a z in g  h a s  h i s t o r i c a l l y  
ta k e n  p la c e  ( i . e .  F ox  R iv e r ,  Deep C re e k , T a lk e e tn a  M ou n ta in s , 
C o p p e r R i v e r  B a s in ,  e t c . ) .

1 5 )  O p p o s in g  HB 1 5 9  (a n  a c t  r e l a t i n g  t o  e x e m p t io n s  from  M u n ic ip a l
.  p r o p e r t y  t a x e s )  and u rg in g  th e  S t a t e _  t o  fu n d  th e  t a x  d i f f e r e n t i a l

on  a g r i c u l t u r a l  la n d s  to  M u n i c i p a l i t i e s  a s  e s t a b l i s h e d  u n d e r AS 
29 .

1 6 )  E n c o u ra g in g  th e  p a s sa g e  o f  CSSB 105  (a n  a c t  r e l a t i n g  to  th e  s a le  
o f  c e r t a i n  m i lk  p r o d u c t s ) .

1 7 )  O p p o s in g  an y  la w  ( c u r r e n t  o r  f u t u r e )  t h a t  w ou ld  make i t  i l l e g a l  
f o r  a n im a l ow ne rs to  g iv e  m e d ic a l t r e a tm e n t  t o  t h e i r  own a n im a ls .

1 8 )  R e q u e s t in g  l e g i s l a t i v e  a c t i o n  to  r e t u r n  th e  d e f i n i t i o n  o f  a  " l e g a l  
f e n c e "  to  th e  A la s k a  S t a t u t e s  t o  f a c i l i t a t e  th e  e n fo rc e m e n t  o f  
T i t l e  3 C h a p te r  25 ( C o n t r o l le d  L i v e s t o c k  D i s t r i c t s ) .

1 9 )  S u p p o r t in g  F u tu re  -Pi 
th e  S t a t e  o f  A l j

20) Supporting

21 )

o f  A m e ric a  an d  4H th ro u g h o u t

t r a n s f e r  a n d / o r  lo n g  te rm  le a s e  o f  8 0  a c r e s  o f  la n d
e n t ly  
S o i l  and

w h ich  a d jo in s  th e  S u s i t n a  V a l le y  H igh  S c h o o l and i s  
ow ned 'b y  th e  U n iv e r s i t y  o f  A la s k a ,  t o  th e  U ppe r S u s i  
H a t e r /C o n s e r v a t i o n  D i s t r i c t ,  f o r  th e  d e v e lo p m e n t 
d e m o n s t r a t io n  f o r e s t ,  p la n t  m a t e r i a l s ,  fo r a g e ^ a rS a  s m a l l  g r a i n  
r e s e a r c h  p l o t s ,  and o t h e r  e x te n d e d  c o m y n ib ^ 'e d u c a t i o n  p ro g ra m s .

■t
S u p p o r t in g  th e  a c t i v e  -e n fo rc e m e n t  o f  th e  L o c a l  A g r i c u l t u r a l  and 
F i s h e r i e s  P r c d u c t  P r e fe r e n c e  A c t  a s  p r o v id e d  f o r  i n  C h a p te r  6 2  SLA 
1 9 8 7  (HSC CSSB 201 SA ), which, becom es e f f e c t i v e  J a n u a ry  l ,  1 9 8 8 .

2 2 )  O f f e r i n g  i t s  c o n t in u in g  s u p p o r t  t o  th e  c u r r e n t  D i r e c t o r  o f  th e  
D i v i s i o n  o f  A g r i c u l t u r e ,  M ark W e a v e r . •



R e p r e s e n t a t i v e  C u r t  M e n a r d  
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 (MS 3100) 
Juneau, A l a s k a  9 9 811

M a r c h  4, 1988

D e a r  Curt,

T h a n k y o u  f o r  s e n d i n g  me c o p i e s  of HB 400, 415, 456, a n d  
SB 23 and for y o u r  r e q u e s t  for m y  o p i n i o n

I s t r o n g l y  f a v o r  p a s s a g e  of a l l  f o u r  p i e c e s  of l e g i s­
la t i o n  as e a c h  is an i m p o r t a n t  p i e c e  of t h e  l a r g e r  p u z z l e  
w h i c h  h o p e f u l l y  w i l l  y i e l d  s u c c e s s  for the a g r i c u l t u r a l  
i n d u s t r y  and the d a i r y  i n d u s t r y .

P l e a s e  note t h a t  c o n t r a r y  to Mr. C h u c k  F o r c h ' s  letter, 
d a t e d  F e b r u a r y  12 , 1 9 8 8 ,  to y o u  t h a t  HB 415 w i l l  not 
r e d u c e  the c u r r e n t  f u n d s  of the A R L F  b y  2 m i l l i o n  d o l l a r s .  
It w i l l  r e d u c e  y e a r l y  the a m o u n t  r e t u r n i n g  to ARLF.

W e  are c o n c e r n e d  a b o u t  the s u r v i v a l  of the ARLF, as are 
they, but the b o a r d  m u s t  r e m e m b e r  t h a t  if the d e m a n d s  for 
r e p a y m e n t  are t o  h i g h  a n d  u n r e a l i s t i c  t h a t  m o n e y  w i l l  not 
r e v o l v e  b a c k  a n y w a y  a n d  if t h e y  a r e  so c o n c e r n e d  a b o u t  
the f u n d s  b e i n g  b l e e d  out m a y b e  t h e y  o u g h t  to l o o k  at the 
1.1 m i l l i o n  it t o o k  to run t h e  f u n d  in 19 8 6  a n d  t h a t  n e a r  
a m o u n t  a g a i n  in 1987 w i t h  a g r e a t e r  a m o u n t  a n t i c i p a t e d  in 
1988- The f u n d  th a t  w a s  e s t a b l i s h e d  to " e s t a b l i s h  and 
p r o m o t e  A g r i c u l t u r e  in A l a s k a "  is b e i n g  b l e d  d r y  to the 
t u n e  of 2 m i l l i o n  p e r  y e a r  b y  the b u r e a u c r a c y  a n d  t h e y  
h a v e  t h e” a u d a c i t y  to c r i t i q u e  us in o u r  d e s i r e  to s u r v i v e  
a n d  be p r o d u c t i v e . I a l s o  f i n d  it v e r y  i n t e r e s t i n g  th a t  
t h a t  the L o a n  B o a r d  e n c o u r a g e d  us to t a k e  o u r  p l i g h t  to 
the l e g i s l a t u r e  and are n o w  o p p o s i n g  us a f t e r  h a v i n g  d o n e  
s o .

I a p p r e c i a t e  y o u r  e f f o r t s  in h e l p i n g  us r e s o l v e  t h e s e  
i s s u e s  a n d  I am  c e r t a i n l y  wilJ.ing to p r o v i d e  y o u  w i t h  a n y  
i n f o r m a t i o n  n e e d e d  to s u p p o r t  t h e s e  p i e c e s  of l e g i s l a t i o n .



S t a t e  of A l a s k a  ^  '
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  BoJ^fc 

P. 0. B o x  2470 
P a l m e r ,  A l a s k a  9 9 6 4 5

F e b r u a r y  12, 1988

C u r t  M e n a r d
A l a s k a  H o u s e  o f  R e p r e s e n t a t i v e s  
P. 0. B o x  V  (MS 3100)
J u n e a u ,  A l a s k a  99811

RE: T e l e c o n f e r e n c e  - T u e s d a y ,  F e b r u a r y  9, 1 9 8 8  w i t h
A R L F  B o a r d

D e a r  Mr. M e n a r d :

T h i s  l e t t e r  is t h e  p r o m i s e d  f o l l o w - u p  t o  o u r  t e l e c o n f e r e n c e .

Y o u  i n q u i r e d  r e g a r d i n g  t h e  B o a r d ' s  r e a c t i o n  to  a c a s h  p r o -  7 d u c t i o n  c r e d i t  p a y m e n t  to a l l  a g r i c u l t u r a l  p r o d u c e r s .  T h e  B o a r d  
is o p p o s e d  to  a n y  d i s b u r s e m e n t  of l o a n  f u n d  m o n e y  t o  p r o d u c e r s  
w h o  a r e  n o t  b o r r o w e r s .

W e  f o l l o w e d  t h i s  w i t h  c o m m e n t s  o n  t h r e e  o t h e r  p i e c e s  of l e g­
i s l a t i o n :

S B  353 E x t e n s i o n  o f  P r o d u c t i o n  C r e d i t s .  F i r s t  w e  p o i n t  o u t  
t h a t  L o a n  F u n d  a s s e t s  h a v e  a l r e a d y  b e e n  r e d u c e d  b y  p r o d u c t i o n  
c r e d i t s  as f o l l o w s :  1 9 8 6  - $ 3 4 6 , 0 0 0 ,  1 9 8 7  - $ 5 4 0 , 0 0 0 ,  a n d  to  d a t e  
in 1988 - $ 3 2 2 , 0 0 0 .  T h e s e  a m o u n t s  h a v e  s i m p l y  b e e n  w i p e d  f r o m  
o u r  l o a n a b l e  f u n d s  u n d e r  c u r r e n t  l e g i s l a t i o n  in force. If t h i s  
l e g i s l a t i o n  is e x t e n d e d  t h i s  m a s s i v e  d r a i n  w i l l  c o n t i n u e .

T h e  B o a r d ,  in c o n s u l t a t i o n  w i t h  t h e  L o a n  F u n d  M a n a g e r  a n d  
t h e  D i r e c t o r  of A g r i c u l t u r e ,  o f f e r  t h i s  c o u n t e r  p r o p o s a l  for a n y  
r e n e w a l  of p r o d u c t i o n  c r e d i t s :

1. L i m i t  p r o d u c t i o n  c r e d i t s  t o  b o r r o w e r s  in g o o d  s t a n d i n g ,  
to  b o r r o w e r s  w h o  a r e  c u r r e n t  in t h e i r  p a y m e n t s .  E x c l u d e  r e s t r u c­
t u r e d  b o r r o w e r s  s i n c e  t h e y  h a v e  a l r e a d y  r e c e i v e d  s u b s t a n t i a l  b e n­
ef i t  i n  i n t e r e s t  r e l ief.

2. L i m i t  t h e  c r e d i t  t o  o n l y  a p o r t i o n  of t h e  i n t e r e s t  so 
t h a t  t h e  e n t i r e  i n t e r e s t  p a y m e n t  is n o t  e x c u s e d .

T h e  t h i n k i n g  t h a t  g o e s  i n t o  t h i s  c o u n t e r  p r o p o s a l  is t h a t  
p r o d u c t i o n  c r e d i t  t h e n  b e c o m e s  a n  i n c e n t i v e  to g o o d  b o r r o w e r s  by  
r e d u c i n g  t h e i r  i n t e r e s t  due. It is n o t  a d e b t  w r i t e - o f f  a s  is 
t h e  c u r r e n t  l e g i s l a t i o n .  It d o e s  n o t  a p p l y  to  r e s t r u c t u r e s ,  t h e y  
h a v e  a l r e a d y  r e c e i v e d  s u b s t a n t i a l  r e l i e f .  T h i s  p r o p o s a l  is in 
t h e  b e s t  i n t e r e s t  of t h e  S t a t e  b e c a u s e  i t  r e w a r d s  b o r r o w e r s  in 
g o o d  s t a n d i n g  w i t h  a r e d u c e d  i n t e r e s t  a n d  a n  i n c e n t i v e  t o  r e m a i n  
i n  g o o d  s t a n d i n g ,  a n d  t h u s  to  k e e p  f u n d s  r e v o l v i n g  b a c k  i n t o  t h e  
L o a n  Fund.



C u r t  M e n a r d  
F e b r u a r y  12, 1988 
P a g e  T w o

H B  415 R e t r o a c t i v e  P r o d u c t i o n  C r e d i t  to D a i r y  P r o d u c e r s .
T h e  B o a r d  o p p o s e s  t h i s  l e g i s l a t i o n .  It is not in  t h e  b e s t  i n t e r­
e s t  of t h e  St a t e .  It is a d e b t  r e l i e f  p r o g r a m  w h i c h  r e w a r d s  p r o­
d u c t i o n  w i t h o u t  r e g a r d  t o  e f f i c i e n c y  a n d  p r o v i d e s  n o  p a y b a c k  to 
t h e  l o a n  fund. I a m  a t t a c h i n g  "an a n a l y s i s  of t h e  f i n a n c i a l  e f­
fec t "  o n  t h e  F u n d  p r e p a r e d  b y  t h e  L o a n  F u n d  M a n a g e r .  P l e a s e  be 
s p e c i f i c a l l y  a w a r e  t h a t  t h e  F u n d  c u r r e n t l y  has l o a n a b l e  f u n d s  of 
a b o u t  $7 m i l l i o n .  T h i s  p r o p o s a l  w o u l d  w i p e  out a l m o s t  $2 m i l l i o n  
o f  t h a t  w o r k i n g  b a l a n c e .

S B  192 E x p a n s i o n  of t h e  L o a n  B o a r d  f r o m  f i v e  to s e v e n  m e m­
bers. T h e  B o a r d  is o p p o s e d  to  t h i s  l e g i s l a t i o n  for the f o l l o w i n g  
r e a s o n s :

1. A  s e v e n  m e m b e r  b o a r d  i n c r e a s e s  f r o m  t h r e e  to  f o u r  t h e  
n u m b e r  o f  m e m b e r s  t h a t  m u s t  be p r e s e n t  for a w o r k i n g  m e e t i n g .

2. B o t h  of the a d d e d  m e m b e r s  m u s t  be p r o d u c e r s ,  a) It is 
v e r y  d i f f i c u l t  to f i n d  p r o d u c e r s  w h o  d o  n o t  h a v e  a d i s a b l i n g  c o n­
f l i c t  of i n t e r e s t ,  i.e., a l o a n  w i t h  t h e  l o a n  fund, o r  a f i n a n­
c i a l  i n t e r e s t  t h a t  p r e c l u d e s  t h e m  f r o m  a c t i n g  o n  a p a r t i c u l a r  
l o a n  a p p l i c a t i o n ,  b) T h i s  t a k e s  u s  b a c k  t o  the p r o b l e m  of a
q u o r u m  o n  a p a r t i c u l a r  a p p l i c a t i o n ;  a n d  f u r t h e r  c) t h e  f a i l u r e  to
f i l l  t h e s e  p o s i t i o n s  w o u l d  l e a v e  u s  w i t h  a q u o r u m  r e q u i r e m e n t  o f
f o u r  a n d  less l i k e l i h o o d  o f  m e e t i n g  it.

3. A n  i n c r e a s e  in t h e  n u m b e r  of b o a r d  m e m b e r s  r e q u i r e s  m o r e  
p r e p a r a t i o n  o n  t h e  p a r t  o f  a n  a l r e a d y  o v e r b u r d e n e d  loan f u n d  
staff, l e n g t h i e r  m e e t i n g s  a n d  m o r e  s t a f f  t i m e  s p e n t  on m e e t i n g s ,  
a n d  a g e n e r a l  i n c r e a s e  in t h e  c u m b e r s o m e n e s s  of the p r o c e s s .

4. A d d i t i o n a l  c o s t  t o  t h e  f u n d  for p e r  diem, t r a v e l  e x p e n­
ses a n d  o t h e r  r e l a t e d  c o s t s ,  a l l  o f  w h i c h  m u s t  c o m e  f r o m  a 
s h r i n k i n g  o p e r a t i c ^  b u d g e t .

T h e  B o a r d  feels t h e  c u r r e n t  s t a f f  a n d  b o a r d  are d e a l i n g  as 
e f f i c i e n t l y  as p o s s i b l e  w i t h  t h e  l o a n  f u n d  w o r k l o a d .  A d d i n g  t w o  
f u n c t i o n i n g  p r o d u c e r  b o a r d  m e m b e r s  w o u l d  b e  d i f f i c u l t  to a c h i e v e  
a n d  w o u l d  r e d u c e  the e f f i c i e n c y  a n d  e f f e c t i v e n e s s  of the p r o c e s s  
at  t h i s  t i me. SB 192 is n o t  in t h e  b e s t  i n t e r e s t s  of t h e  State.

T h a n k  y o u  for a l e r t i n g  us t o  t h e  p r o p o s e d  l e g i s l a t i o n .  W e  
h o p e  o u r  c o m m e n t s  on i t  a n d  o t h e r  ag  l e g i s l a t i o n  is u n d e r s t o o d  t o  
c o m e  f r o m  a g r o u p  w h o  h a v e  p a r t i c u l a r  f a m i l i a r i t y  w i t h  t h e  i s s u e s  
a n d  t h e i r  r e s o l u t i o n  i n  t h e  b e s t  i n t e r e s t  of the State.

C H A R L E S  G. FORCK, C h a i r m a n  
A g r i c u l t u r e  R e v o l v i n g  L o a n  F u n d



C u r t  M e n a r d  
F e b r u a r y  12, 1988 
P a g e  T h r e e

cc: J u d y  B r a d y
M a r k  W e a v e r  
H a l  W a r d  
S e n a t o r  C o g h i l l  
S e n a t o r  K e r t u l l a  
R e p r e s e n t a t i v e  H e r r m a n n  
R e p r e s e n t a t i v e  S h u l t z  
M e m b e r  D i n k e l  
M e m b e r  S t e w a r t  
M e m b e r  T a t k a  
M e m b e r  M. W a r d

C G F / p d



MEMORANDUM State of Alaska
DEPARTMENT OP NATURAL RESOURCES -  D IV IS IO N  OF AGRICULTURE 

TO: DATE.
H a rk  W eave r F e b u ra r y  4 ,  1 9 88
Director f i l e n o :

THRU:

TELEPHONE NO: 

SUBJECT.
7 4 5 - 7 2 0 0  

HE 4 1 5

FROM: j ._
E a l  K .  W ard / /  
L o a n  M anage r

An a n a l y s i s  o f  th e  f i n a n c i a l  e f f e c t  on  th e  ARLF a s  a  r e s u l t  o f  th e  
s u b je c t  l e g i s l a t i o n  i s  a s  f o l l o w s :

1 9 8  5 ................. $ 5 1 1 ,2 4 1 .2 8

1 9 8  6 ................. $ 6 3 6 ,0 4 7 .8 3

1 9 8  7 ................. $ 8 2 3 ,6 2 8 .6 1

T o t a l  r e t r o a c t i v e  l o s s  $ 1 , 9 7 0 , 9 1 7 . 7 2 .

A a su n in g  th e  m i lk  p r o d u c t io n  f r o m  P o i n t  M ack en z ie  re m a in s  s t a b le  w i t h  
i n c r e a s e  c£  5 *  p e r  y e a r  th ro u g h  th e  e f f e c t i v e  end  o f  th e  b i l l  a s  
p r o p o s e d ,  th e  c o s t  w o u ld  i n c r e a s e  t o  a  t o t a l  am oun t o f  $ 5 , 6 9 8 , 3 5 1 .  T h is  
r e p r e s e n t s  o v e r  one h a l f  o f  th e  $ 1 0 ,6 8 1 , 8 1 5  i n v e s t e e n t  i n  c u r r e n t  lo a n  
b a la n c e s  f o r  AKLF an d  L and  C le a r i n g  lo a n s  f o r  th e  d a i r y  fa rm  p a r c e l s  o n  
P o i n t  M a c k e n z ie .
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