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IN THE SENATE BY THE RESOURCES COMMITTEE

CS FOR SENATE BILL NO. 340 (Resources)
. - '*

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION

A  BILL

For an Act. entitled: "An Act relating to moratoriums on agricultural land

payments."

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

* Section 1. AS 38.05.065(h) is amended to read:

(h) The commissioner may declare a moratorium of up to six 

[FIVE] years on payments on a sale of agricultural land under this 

section if (1) the commissioner determines that the moratorium is in 

the best interest of the state; (2) the commissioner certifies and the 

contract purchaser agrees to perform farm development, crop produc­

tion, and harvesting, not including land clearing or related activity, 

requiring the expenditure of amounts equivalent to the payments that 

would otherwise be made during the moratorium; (3) the sale of the 

agricultural land takes place after July 1, 1979; and (4) the contract 

purchaser is in compliance with the development plan specified in the 

purchase contract at the time the purchaser applies for a moratorium 

under this subsection and remains in compliance with the development 

plan during tne moratorium. Interest payments are subject to the 

moratorium but interest continues to accrue during the moratorium.
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Introduced: 1/13/88
Referred: Resources and Finance
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IN THE SENATE BY KERTTULA, SZYMANSKI

SENATE BILL NO. 340 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to moratoriums on agricultural loan

payments."

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

* Section 1. AS 38.05.065(h) is amended to read:

(h) The commissioner may declare a moratorium of up to six 

[FIVE] years on payments on a sale of agricultural land under this 

section if (1) the commissioner determines that the moratorium is in 

the best interest of the state; (2) the commissioner certifies and the 

contract purchaser agrees to perform farm development, crop produc­

tion, and harvesting, not including land clearing or related activity, 

requiring the expenditure of amounts equivalent to the payments that 

would otherwise be made during the moratorium; (3) the sale of the 

agricultural land takes place after July 1, 1979; and (4) the contract 

purchaser is in compliance with the development plan specified in the 

purchase contract at the time the purchaser applies for a moratorium 

under this subsection and remains in compliance with the development
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plan during the moratorium. Interest payments are subject to the 

moratorium but interest continues to accrue during the moratorium.
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STEVE COWPER, G O VERNOR

DEPARTMENT OF NATURAE RESOURCES 400 W I L L O U G H B Y  AVE. 

J U N E A U ,  A L A S K A  99801-1796 

P H O N E :  (907) 465-2400OFFICE OF THE COMMISSIONER
J a n u a r y  21, 1988

The H o n o r a b l e  Ja c k  C o g h i l l  
C h a i r m a n ,  S e n a t e  R e s o u r c e s  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V
Juneau, A l a s k a  99811 

D e a r  S e n a t o r  Coghill:

S u b j e c t

SB 340, w h i c h  is entit l e d ,  "An A c t  r e l a t i n g  to m o r a t o r i u m s  
on a g r i c u l t u r a l  loan payments-" b u t  w h i c h  a c t u a l l y  e x t e n d s  
the land p a y m e n t  m o r a t o r i u m  p e r i o d  o n  a g r i c u l t u r a l  la n d  to 
six y e a r s  fr o m  the c u r r e n t  five.

P o s i t i o n

The 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  this b i l l  as it 
is c u r r e n t l y  t i t l e d  b e c a u s e  w e  o p p o s e  m o r a t o r i u m s  on 
a g r i c u l t u r a l  loan p a y m e n t s .  W e  do not, h o w e v e r ,  o b j e c t  to a 
one y e a r  e x t e n s i o n  of the e x i s t i n g  a g r i c u l t u r a l  land p a y m e n t  
m o r a t o r i u m  period.

R e c o m m e n d a t i o n

B e c a u s e  the s t ate e n t e r s  into c o n t r a c t u a l  a g r e e m e n t s  w i t h  
la n d  p u r c h a s e r s  a n d  does n o t  p r o v i d e  a g r i c u l t u r a l  land 
loans, w e  r e c o m m e n d  th a t  the t i t l e  o f  this b i l l  b e  c h a n g e d  
to m o r e  a c c u r a t e l y  r e f l e c t  the b i l l ' s  c o n t e n t s  and a v o i d  any 
c o n f u s i o n  a b o u t  its r e l a t i o n  to 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  programs.

W e  s u g g e s t  the f o l l o w i n g  n e w  t i t l e  for SB 340: "An A c t
e x t e n d i n g  the m o r a t o r i u m  p e r i o d  on a g r i c u l t u r a l  land 
p a y m e n t s ."

P l e a s e  let m e  k n o w  if y o u  w o u l d  like a d d i t i o n a l  i n f o r m a t i o n .

S e n a t o r  S z y m a n s k  
Rod S wope 
B o b  E v a n s
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Alaska State Legislature
SENATE 

Committee on Finance
Official Business

M a r c h  23, 1988

P.O. Box V 
State Capitol 

Juneau, Alaska 99811

M E M O R A N D U M

TO: S e n a t e  F i n a n c e  C o m m i t t e e  M e m b e

FROM: S e n a t o r  R i c k  H a l f o r d ,  C o - C
S e n a t e  F i n a n c e  C o m m i t t e e

S U BJECT: B a c k g r o u n d  I n f o r m a t i o n  o n  A g r i c u l t u r e  B i l l s

A t t a c h e d  is h i s t o r i c a l  a n d  b a c k g r o u n d  i n f o r m a t i o n  o n  i s s u e s  
r e l a t e d  t o  t h e  A g r i c u l t u r a l  R e v o l v i n g  L o a n  F u n d  w h i c h  
S e n a t o r  C o g h i l l  h a s  p r o v i d e d  t h e  c o m m i t t e e .

A t t a c h m e n t  A : 
M a n u a l

A t t a c h m e n t  B : 

A t t a c h m e n t  C:

A t t a c h m e n t  D:

A t t a c h m e n t  E:

A  19 8 1  P o l i c i e s  a n d  F r o c e d u r e

d e v e l o p e d  o n  c o n t r a c t  b y  P r i c e  
W a t e r h o u s e  & C o m p a n y  f o r  t h e  
D i v i s i o n  of  A g r i c u l t u r e  u n d e r  a 
$ 1 5 , 0 0 0  c o n t r a c t ;

A  1982 D N R  a n a l y s i s  o f  t h e  A R L F ;

A  1987 r e q u e s t  f r o m  t h e  D i v i s i o n  o f  
A g r i c u l t u r e  t o  t h e  A t t o r n e y  G e n e r a l  
r e g a r d i n g  d e b t  r e s t r u c t u r i n g  g u i d e­
lines;

A  l i s t  o f  t h e  p r o p e r t i e s  w h i c h  h a v e  
b e e n  r e l i n q u i s h e d  a n d  t h e n  l e a s e d  
b a c k  f r o m  t h e  state;

A n  u p d a t e  o n  l o a n  r e s t r u c t u r i n g  as 
o f  F e b r u a r y  10, 1988.
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SECTION I REQUEST FOR INFORMATION OR APPLICATION

OVERVIEW

The purpose of this Section is to specify the procedures to 
be applied to contacts with the public regarding general requests 
for information about the Agricultural Revolving Loan Fund as 
well as specific requests for Loan Application packages.

The purpose of the procedures is to ensure a uniform 
response to all public contact of these types, to provide the 
information and documents requested, and to gather information 
for Loan Fund use.

Outputs of this Section include an initial client contact 
form and possible initial screening of prospective applicants.
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PROCEDURE

Interested individual or prospective borrower solicits 
information from ARLF regarding loans.

Request for information may be through one of three 
m e an s:

mail
telephone 
personal contact

Hail -

clerk opens mail requests for information, date 
stamps, and routes to appropriate loan examiner: 
Wasilla area or Delta area

loan examiner reviews request to determine nature:

Request For General Information

- loan examiner instructs clerk to forward 
general ARLF brochure

- clerk forwards general ARLF brochure to 
individual

- clerk files request in general information 
file, and notes date brochure sent on form and 
files by date file by date

Request For Loan Application

- loan examiner instructs clerk to forward 
general ARLF brochure and loan application 
package

- clerk prepares form letter for loan examiner 
to accompany package

- clerk indicates date documents forwarded on 
form copy and files by date
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T elephone -

clerk determines nature of caller request:

Request For General Information

- clerk obtains information from caller: use 
contact form

Name
Hailing Address
Nature and Interest

- clerk routes contact form to loan examiner

- loan examiner initials and and instructs clerk 
to forward general ARLF brochure

- clerk forwards general ARLF brochure to caller

- clerk files request in general information file 
and notes date brochure sent on form and files 
by date

Request For Loan Application

- clerk forwards caller to loan examiner or loan 
administrator, or takes name and phone number of 
caller on message form if both unavailable

- loan examiner briefly interviews caller to 
determine:

Name
Mailing Address
Nature of Interest - Type of Loan
Basic Background Information

- loan examiner instructs clerk to forward general 
ARLF brochure and loan application package

- clerk prepares form letter for loan examiner to 
accompany package

- clerk indicates date documents forwarded on form 
copy and files by date



I - 5

Personal Contact -

clerk determines nature of interest 

Request For General Information

- clerk prepares basic information form -
Name
Mailing Address 
Nature of Interest

- clerk provides caller with general ARLF brochure

- clerk routes form to loan examiner for review 
and return

- clerk files form by date

Request For Loan Application

- clerk prepares basic information form

- if available, loan examiner briefly interviews 
individual and notes on form -

Basic Background Information

- loan examiner provides caller with brochure and 
loan application package

- loan examiner notes date package provided, 
initials, forwards to clerk

- clerk files form by date
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SECTION I

RECORDS RETENTION SCHEDULE

Document Period Held

Initial Contact Form

Initial Contact Form Letter

Disposition



SECTION II LOAN APPLICATIONS RECEIVED

II - 1

OVERVIEW

The purpose of this Section is to specify the procedures to 
be used subsequent to receipt of a Loan Application Package from 
an applicant by the Agricultural Revolving Loan Fund.

The purpose of the procedures is to specify the steps in 
receipt of documents, initial review of the application Package 
for completeness, and notifications to the applicant.

Outputs of this Section include an application review 
check-list, Application Package, and Notification to Applicant 
Forms.



LOAN APi -CATION RECEIPT



TI - 3

PROCEDURE

Prospective borrower returns loan application package 
to ARLF for processing.

Application may be returned to ARLF in two ways:

Mail -

clerk opens mail and date stamps application 
package on top of cover page if attached

clerk prepares loan application file

clerk pulls initial applicant inquiry form from 
file if applicable

clerk prepares form letter for loan examiner to 
Acknowledge receipt of application to individual

clerk initiates application review check-list and 
attaches to top of package

clerk assigns loan application tracking number

clerk prepares document OUT cards for items 
removed from files

clerk retrieves files of any current or previous 
loan applications (approved or disapproved) and 
current or previous loan documents

clerk forwards all documents to loan examiner

loan examiner performs initial review of loan 
package to verify completeness - brief review is 
to ensure the presence (but not necessarily the 
content) of all documents

loan examiner initials check-list to show initial 
review for completeness performed
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If all documents required are included:

loan officer signs form letter provided i-c 
acknowledge receipt and returns to clerk

clerk copies form letter and notes date 
mailed to applicant

clerk mails original letter to applicant 

If all documents requires are NOT included:

loan examiner notes discrepancy or missing 
items or incomplete items and returns to 
clerk with form letter

loan examiner indicates what is required of 
applicant to complete the loan package 
properly

clerk copies form letter and notes date 
mailed to applicant

clerk mails original form letter to applicant

clerk files incomplete loan package with copy 
of form letter in PENDING file alpha by 
applicant name

In Person -

clerk meets applicant and accepts loan package

clerk stamps application package on top of cover 
page, if attached, with date

clerk prepares loan application f.ile

clerk pulls initial applicant inquiry form from 
file if applicable

clerk prepares form letter for loan examiner to 
acknowledge receipt of application to individual

clerk initiates application review check-list and 
attaches to top of package

clerk assigns loan application tracking number
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clerk prepares document OUT cards for items 
removed from files

clerk retrieves from files any current or previous 
loan applications (approved or disapproved) and 
current or previous loan documents

clerk forwards all documents to loan examiner

if applicant desires to speak with loan examiner, 
cTerk determines if loan examiner or loan 
administrator is available

if loan examiner or loan administrator is 
available, either one conducts preliminary loan 
applicant interview

if loan examiner/administrator not available, 
cTerk establishes appointment date/time for 
preliminary interview

loan examiner performs initial review of loan 
package to verify completeness - brief review is 
to insure the presence (but not necessarily the 
content) of all documents

loan examiner initials check-list to show initial 
review for completeness performed

If all documents reauired are included:

loan officer signs form letter provided to 
acknowledge receipt and returns to clerk

clerk copies form letter and notes date 
mailed to applicant

clerk mails original letter to applicant 

If all documents reauired are NOT included:

loan examiner notes discrepancy or missing 
items or incomplete items and returns to 
clerk with form letter

loan examiner indicates what is required of 
•applicant to complete the loan package 
properly
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clerk copies form letter and notes date 
mailed to applicant

clerk mails original form letter to
applicant

clerk files incomplete loan package with copy 
of form letter in PENDING file alpha by 
applicant name

(NOTE:)

All completed applications received and 
processed by the Delta Loan Examiner are 
copied. The original loan application 
is forwarded to the loan administrator 
in Wasilia. The copy is maintained in 
the files in Delta for subsequent 
processing by the loan examiner'.

Subsequent completed documents 
received in Delta are copied. The 
original document is forwarded to 
Wasilla and filed with the original 
Loan Application. The copy is 
filed with the copy of the Loan 
Application in Delta.

Complete loan files for Delta are 
maintained in both office 
locations.

Original documents received in 
Wasilla or generated at Wasilla for 
Delta loans are copied, and copies 
are forwarded to Delta files.
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SECTION II

RECORDS RETENTION SCHEDULE

Document Period Held Dispoai
£

Loan Application 

- complete

II

t to n

- incomplete
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SECTION III ADDITIONAL DOCUMENTS OR INFORMATION RECEIVED

OVERVIEW

The purpose of this Section is to specify the procedures to 
be applied when additional documents or information has been 
required of the applicant to complete the Loan Application 
Package.

The purpose of the procedures is to specify the steps in 
receipt of additional documents from the applicant, to ensure 
that a complete application is received, and to notify applicant 
of receipt.

i
Outputs of this Section include a complete Application 

Package, an updated Application Check-list, and notification to 
Applicant forms.



ADDITIONAL DOCUMENT RECEIPT

I
I
I
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PROCEDURE

If the initial review determines that the loan 
application package is incomplete and applicant is 
notified by form letter, the applicant may respond by:

Request For Additional Information

Telephone or personal contact to ARLF for additional 
explanation of form letter and incomplete status.

applicant file is pulled from PENDING file by 
clerk and OUT card inserted

if loan examiner/administrator^who initiated form 
letter is available, clerk routes call or 
applicant to him and provides loan package

loan examiner provides information and notes 
contact on loan officer check-list with date

Provides Required Document(s)

Applicant mails or personally delivers additional 
information/documents requested.

applicant file is pulled from PENDING file by 
clerk and OUT card inserted

clerk date stamps documents provided as received 
and routes to loan examiner

clerk initiates form letter to applicant to 
document receipt of items

loan examiner reviews documents provided to insure 
that they are those requested and are complete
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loan examiner notes/updates check-list to indicate 
items received and verify if application now 
complete

loan examiner initials form letter and routes to 
clerk for processing indicating status of 
application

clerk copies form letter and notes date mailed to 
applicant

clerk mails original form letter to applicant

if applicable, clerk files incomplete loan package 
with copy of form letter in PENDING file alpha by 
applicant name
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SECTION III

RECORDS RETENTION SCHEDULE

Document Period Held

Loan Application 

- incomplete

Disposition
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SECTION IV LOAN EXAMINER REVIEW

OVERVIEW

The purpose of this Section is to specify the procedures to 
be applied to the review and analysis of the Loan Application 
Package by the Loan Examiners or Loan Administrator and to ensure 
that review is conducted in a uniform and consistent manner among 
all applications.

The purpose of the procedures is to ensure that an 
application for loan is analyzed in a manner to produce a loan 
portfolio consistent with the goals and objectives of the 
Agricultural Revolving Loan Fund as well as consistent with good 
lending principles.

Outputs of this Section include a review of the Loan 
Application in all areas, completed forms for Financial 
Verification and Credit Checks, completed forms for Valuation of 
Collateral, and an updated application check-list.



LOAN EXAMINER REVIEW
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PROCEDURE

Loan examiner initially screens applications by 
reviewing section summarizing request for funds and 
timing of receipts requested, or in initial screening 
interview process.

Loan examiner separates applicants:

Immediate need for funds?

Yes No

Request for Over Complete Standard Processing 
$25,000? Procedures

Yes No

Standard
Processing Procedures Priority Processing Procedures

Process B Borrower?

Yes No

Complete Reduced Complete Standard Loan
Loan Application Application Package

Package In Full



(NOTE:)

At this stage of review, the loan 
examiner has determined if funds 
are needed immediately or if the 
funds are needed with 
routine/standard timing and has 
determined type of processing 
procedure to use.
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PRIORITY PROCESSING PROCEDURES

if initial review has indicated an immediate need 
for funds, loan examiner scans request to 
determine if amount requested is $25,000 or less

loan examiner determines if applicant is a Process 
A borrower or a Process B borrower

(NOTE:)

Process A borrowers are:
T) applicants who have never had a loan 

with ARLF
2) applicants who have paid off a loan 

from ARLF more than 1 year before
3) borrowers who currently have a loan 

outstanding from ARLF and whose 
application package is greater than 
one year old

Process B borrowers 'are:
T) individuals or groups with a loan 

currently outstanding with ARLF and 
also have a loan application package 
on file less than one year old

loan examiner insures that Process A borrowers 
have completed the loan application package in 
full

loan examiner processes Process A  borrowers using 
standard procedures except:

loan approval authorization is made by the 
director or delegated to the loan 
administrator and NOT held for review by full 
Loan Board

loan examiner ensures that Process B borrowers 
have updated their current loan application on 
file as appropriate

loan examiner processes Process B borrowers using 
the priority processing procedures
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Loan examiner ensures that loan package requirements of 
Process B borrowers requesting immediate funds, $25,000 
or less, are completed as follows:

APPLICATION
SECTION TITLE

Section 2 Loan Documents Checklist

Section 3 Loan Application and Funds Request

Section 4 Letter of Intent and Loan Use

Section 5 Long-Term Borrowing Plan

Section 6 Cash Flow Projections

Section 7 Loan Repayment Plan

Section 8 List of Collateral

Section 9 Product Market Statement

Section 10 Personal Resume and Production 
Records

Section 11 Current Financial Statements

Section 12 Income Tax Returns

Section 13 Authorization Forms to Verify 
Financial Information

Section 14 Authorization Forms to Verify 
Credit Background

REQUIREMENT 

Complete in Full 

Complete in Full 

Complete in Full 

Up-Date Only 

Up-Date Only 

Complete in Full 

Complete in Full 

N/A

History Up-Date Only 
References, Trade - 
Up-Date Only - 
Personal - N/A

Up-Date Only

Up-Date Only

Complete in Full

Complete in Full
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loan examiner reviews the status of current 
loan(s) for repayment history:

Loan payments current 
Payments made on time 
Number made late 
Number made on time
Any collection action required by ARLF on 
previous loans

loan examiner reviews the Loan Application and 
Funds Request in the same manner as the Standard 
Loan Application Processing Procedures

loan examiner reviews changes made in Loan 
Application package to assess the impact on 
ability to service new debt

loan examiner/directs loan clerk to update credit 
history and credit bureau verifications including 
creditors previously identified and previously 
contacted

loan examiner ensures up-date verification of 
financial information in areas of change since 
most recent loan review/approval

(NOTE:)

these steps may be completed by telephone if:

potential borrower agrees 
creditors and financial

institutions agree to release 
information 

loan examiner completes appropriate 
forms

loan examiner reviews collateral to secure current 
short-term loan (Standard Processing Procedures - 
Collateral) (Section IV - (4))
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loan examiner documents all review and analysis 
according to procedures in Section 5: Loan
Examiner Documentation of Review and Analysis of 
Application

loan examiner prepares a Loan Board Report Form 
for each application package handled by the 
priority processing procedures

loan examiner forwards complete loan application 
package and completed loan board report to loan 
administrator for review and approval

loan administrator reviews documentation with loan 
examiner in the same areas as covered by the loan 
board review and analysis and recommends to 
director

If loan is NOT approved by the director:

loan clerk files application package in the 
DISAPPROVED file

loan administrator returns Application 
Package to loan examiner for additional 
contact with the applicant(s) to improve the 
application package

(NOTE:)

if appropriate, loan administrator 
may prepare for presentation to the 
full loan board for review, 
analysis, and decision

loan administrator ensures that in all cases, 
applicant(s) is notified in writing of decision 
within (5 working days) days using the same form 
letter and in the same manner as specified in 
Section 6: Loan Board Meeting and Review,
Documentation



If loan is approved by the d i r ector:

loan administrator signs the loan board 
report form to indicate approval of the loan

loan administrator ensures that additional 
processing is handled as with the standard 
processing procedures, starting with Section 7: 
Pre-Loan Closing
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STANDARD LOAN APPLICATION PROCESSING PROCEDURES

LOAN APPLICATION AND FUNDS REQUEST

Loan examiner/administrator first reviews Loan 
Application and Funds Request so basic information is 
within required policy prior to continuing the review 
process.

Personal Data -

Loan examiner verifies that form is fully completed: 
applicant answers all questions as applicable.

Loan examiner verifies applicant is an Alaskan 
resident and initials application block.

Loan Request -

Loan examiner reviews type of loan requested to insure:

amount requested is not over category limit in 
dollars

time to repay does not exceed allowable limits

purpose of loan coincides with type of loan 
requested

If any of above requirements/conditions are not m e t :

loan examiner rejects loan applications and 
returns to applicant with form letter specifying 
reasons

loan clerk updates file with copy of form letter, 
notes date sent, files in PENDING files
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REVIEW PROCESS

Loan examiner reviews four (4) areas of the application 
as follows:

1) the project

The intent of this review section is to determine the 
feasibility of the project or purpose for which funds are 
being requested in terms of production of revenues; ability 
of project to repay loan; how the current loan request fits 
into the applicant's long-term borrowing plan.

2) the applicant(s)

The intent of this review section is to investigate and 
analyze the individual applicant(s) in the following areas:

agricultural experience and skills

knowledge of agriculture as a commercial venture

other business experience and abilities

potential for success in the venture for which 
funds are requested based on the individual(s)

verification of information on application

3) financial status of the applicant(s)

The intent of this section review is to ascertain the 
financial and credit stability of the applicant(s), and 
their capacity to sustain an on-going commercial venture 
both from the perspective of financial and personal 
commitments. The review and analysis in this section 
focuses on two major areas:

verification/validation of information provided by 
the application package

analysis of the information provided and decision 
on credit stability.
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4) collateral

The intent of this section is to review the collateral 
offered by the applicant(s) for purposes of securing the 
loan, including:

proof of ownership

status/condition of title

appraisal/valuation

maximum loan available against collateral

Documentation of proof of ownership and 
status/condition of the title usually is accomplished 
at the same time.

(1) THE PROJECT

Letter of Intent and Loan Use (source - application 

package)

Loan examiner reviews to verify that applicant has 
requested the proper type of loan based on stated use.

Loan examiner reviews intended use of loan proceeds to 
determine if applicant has a well planned use/project 
proposed; has the timing of the need for funds been 
adequately planned in advance; is there sufficient 
slack in the plan to allow for unexpected delays in any 
part of the project/operation?
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Long-T ern Borrowing Plan (source - application 

package)

Loan examiner reviews the long-term borrowing plan to 
evaluate:

does applicant have a reasonably well conceived 
plan with funding requirements included?

how well does the current loan request fit into 
the long range planning?

- a part of the plan
- outside the plan

does the long range planning logically progress 
toward some goal?

will applicant be able to borrow future funds 
required from ARLF in terms of the type of loans 
required and amounts?

Cash Flow Projections (source - application 

package)

Loan examiner reviews schedule projecting cash flow for 
one year and Income and Expenses for the term of the 
loan to evaluate:

are the amounts valid or reasonable?

can the debt from this loan be serviced by the 
farm or project/operation

Loan examiner compares the projected cash flow and 
income statements to the income statement for the 
current period provided in Section II of the 
Application Loan Package.
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Loan examiner compares revenues of previous periods to 
projected period.

do they appear to be reasonable in light of 
changes in operations expected from this loan or 
other conditions

what conditions can be expected reasonably to 
increase revenues?

what conditions can be reasonably expected to 
decrease revenues? if applicable

loan examiner compares expenses of previous period to 
projected period

are projected expenses reasonable by comparison to 
actual expenses from previous period?

are expenses by category/in total reducted in the 
proj ection?

how do expenses by category in total as a percent 
of revenues compare between projected and actual 
income statements? increase, decreased about the 
same?

Loan examiner reviews ability to repay loan based on 
cash flows from the project/operation provided by 
applicant:

t,

are cash flows adequate to make loan payments as 
requested/required?

if not immediately, how long (years) before 
project/operation cash flows are adequate to 
service loan?

what other sources of income/revenues will be 
available/used to service debt on interim basis?
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Loan Repayment Plan (source - application package)

Loan examiner reviews this summary to determine if the 
ability of the applicant to repay the loan coincides 
with the timing of the loan payments requested.

will applicant realistically be able to make loan 
payments as they are due?

are there any slack/excess ,funds available after 
loan payment to cushion against unforeseen 
circumstances or changing conditions?
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(2) THE APPLICANT(S)

Personal Resume and Production Records 

(source - application package)

Loan examiner reviews the loan application to determine 
the form of business making the loan request: (e.g.
sole proprietorship; partnership; joint venture, or 
corporation).

Loan examiner ensures that a business history is 
included for all persons owning 10 percent or more of 
the business entity.

Loan examiner reviews/analyzes the following for 
each individual involved and ascertains if adequate for 
purposes of the loan:

Agricultural Skills

Current Experience -

background in same or similar operation as 
that for which funds requested?

products
size of operation
area of operation (Alaska or other) 
owner or operator or manager

Previous Experience -

review in all areas as with current 
experience review, as well a s :

length of period since last agricultural 
experience, if applicable

has applicant(s) used agriculture as the 
sole or primary means of support?
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Experience of the Business Entity, If Applicable -

if the application is from a group, (e.g. 
corporation, partnership, etc.) identify from 
application information:

the individual(s) with agricultural 
experience and their participation in 
the project/operation (e.g. financial 
and time commitments, etc.)

the individual(s) with other business 
experience and their participation in 
the project/operation (e.g. financial 
and time commitments, etc.)

Other Business Experience -

identify other business experience and 
specify how it would impact the 
success/failure of the current 
project/operations

References - Trade and Personal (source - application 

package)

Loan examiner reviews trade and personal references 
to verify and validate information provided on the 
application concerning the applicant(s), as well as other 
information provided to the loan examiner, if applicable, 
including:

agricultural experience

business experience

character of the individual(s) as it impacts loan 
repayment and success of the project/operation
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(NOTE:)

Depending upon the timing required 
for the information, loan examiner 
telephones personal and trade 
references or contacts those 
provided in the application using 
the form letter.

Loan examiner contacts references by telephone,and completes 
the telephone contact form to document the information 
provided, ensuring that the name and title of the 
individual contacted is obtained.

Loan examiner ensures that the following steps are 
completed if form letter is to be mailed to trade 
and/or personal references:

loan examiner request forms to be sent by clerk

clerk prepares form letters for loan examiner 
signature

loan examiner reviews/signs/and returns to clerk

clerk mails original, forwards a copy to loan 
examiner noting the date mailed

clerk files copy in applicant(o) file until 
original or other response is returned from 
reference

clerk date stamps response

clerk replaces copy in file with original if 
returned or attaches response to copy if original 
■is NOT returned

loan examiner maintains a tickler system to track 
status of requests and assures response within 30 
days
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(3) FINANCIAL STATUS OF THE APPLICANT(S)

Verification of Information

Loan examiner verifies information provided by the 
applicant(s) on the financial statement (Section 11, 
Loan Application) and appropriate Schedules as follows:

clerk verifies addition on the financial statement 
and schedules

add all schedules and check mark if accurate

verify transfer of data from schedules to 
financial statement and check mark on the 
statement

add financial statement to verify totals and 
check mark if accurate

notify loan examiner of any discrepancies 
noted

verification of liabilities:

notes, mortgages, and trade accounts payable 
are verified by contacting creditors

loan examiner verifies that an Authorization 
Form was provided by the applicant(s) for 
each major creditor on the financial 
statement and schedules

clerk mails appropriate Authorization Forms, 
and files a copy in application package 
noting date mailed

when returned to ARLF clerk date stamps and 
forwards to loan examiner

copy is replaced by original document or if 
another document is returned, it is attached 
to the copy
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verification of assets:

. cash and similar assets are verified by
contacting banks or other institutions using 
the Authorization Forms to verify financial 
information

loan examiner verifies that an Authorization 
Form was provided by the applicant(s) for 
each major institutions shown on supporting 
schedules

clerk mails appropriate Authorization Forms, 
and files a copy in application package 
noting date mailed

when returned to ARLF, clerk date stamps 
document and forwards to. loan examiner

copy is replaced by original document or if 
another document is returned, it is attached 
to the copy

fixed and intermediate assets are verified 
and valued by visual inspection by the loan 
examiner

(NOTE:)

This verification and valuation of 
assets (e.g. machinery, equipment, 
livestock, crops, real estate, 
etc.) can be accomplished in 
conjunction with the review 
required in the section on 
collateral valuation.

The same methods of 
verification/valuation are used in 
the financial statements and 
collateral review sections (see 
collateral review Section).



L

IV - 23

Income Statement:

the current year income statement and income tax 
return are compared by the loan examiner to verify 
the data on the income statement

revenue, expenses and net operating profit (loss) 
are compared considering taxes paid if appropriate

Analysis of Information

Loan officer analyzes the financial statement from two 
perspectives as follows:

the ability of the applicant(s) to cover the loan 
in case of default/liquidation (see collateral 
section)

the financial progress of the applicant(s) in 
investment of funds in the business as shown by 
the financial statement, and the management 
ability of the applicant(s) in producing revenues 
and profits as shown by the financial statements

loan examiner compares net worth to total 
liabilities

loan examiner compares the total of current and 
intermediate assets to the total liabilities

Loan examiner reviews income tax returns to ensure 
required filings were made
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(4) COLLATERAL

Loan examiner inspects collateral offered as follows:

Real Estate

Mortgage(s) on real estate are verified by contacting 
mortgage holder using the Authorization Forms to verify 
financial information.

Otherwise applicant(s) must produce an unencumbered 
title to real estate. Applicant must pay for title 
insurance at closing and a title search, if 
appropriate.

Buildings, Machinery, Equipment

Notes are verified using the Authorization Forms to 
verify financial information. Otherwise applicant must 
produce an unencumbered title to buildings, machinery, 
or equipment.

Appraisal/Valuation

Loan examiner will review the independent appraisal 
submitted by the applicant or will visually inspect 
major items of collateral and complete an appraisal 
form (See Forms):

take pictures for visual record

indicate age, condition, make, model, size, serial 
number, location of items as appropriate and note 
on form

note on inspection form date and initials visually 
inspected
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Loan examiner verifies or determines a fair market 
value, minimum and maximum if possible. Consideration 
should be given and value should be based on the 
liquidated value of the collateral.

Loan examiner documents the method(s) used for 
assessing value on an item of collateral.

Loan examiner documents the percent of collateral value 
permitted to secure a loan for each item and calculates 
the total maximum loan allowable based on collateral 
pledged.



IV - 26

SECTION IV

RECORDS RETENTION SCHEDULE

Document Period Held

Loan Application File

- processed

- disapproved

Disposition



SECTION V LOAN EXAMINER DOCUMENTATION OF REVIEW AND ANALYSIS

OF APPLICATION

OVERVIEW

The purpose of this Section is to specify documentation 
required during the review and analysis of the application by the 
loan examiner or loan administrator, and to provide the proper 
forms.

The purpose of the procedures is to ultimately provide a 
record of the type of review and analysis conducted, the steps 
and methodologies employed and the basis for subsequent 
recommendations. The goal of the procedures is to produce a 
review package capable of providing the Director or Deputy 
Director with information concerning application processing which 
is adequate without further inputs, as well as assisting the loan 
examiners and administrator ensure that all processing 
requirements are fulfilled.

Outputs of this Section include completion of Loan Documents 
Checklist (application package) and forms for loan examiner 
documentation of review and analysis.



L O A N  E X A M I N E R  D O C U M E N T A T I O N  OF R E V I E W  A N D  A N A L Y S I S
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PROCEDURE

Loan examiner prepares written comments in all phases 
of review and analysis to document:

specific areas reviewed 

analysis performed 

results of analysis

impact of results on loan recommendations

Loan examiner initials check list (Section 2 Loan 
Application Package) as each step of review, analysis, 
documentation is completed.

(NOTE:)

checklist is used to summarize 
progress of the loan processing 
stages and to assist the loan 
examiner in tracking the status of 
processing as well as documenting 
the review process.

Loan examiner maintains a written record of each major 
section on the checklist (See Example Form)
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LOAN EXAMINER DOCUMENTATION 
OF REVIEW AND ANALYSIS

Applicant(s) Name Loan

Analysis Performed Procedures

Impact on Loan Request:

Tracking Number 

Results

(Signed)
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STATE OF ALASKA 
DEPARTMENT OF NATURAL RESOURCES 

AGRICULTURAL REVOLVING LOAN FUND

LOAN INSPECTION Date
By _

NAME
ADDRESS

PHONE ______

Farm Location & Size: Acreage Deeded __

Acreage Cleared _

Acreage Leased __
Acreage Ag Rights

I. Size of Building & Improvements
Excellent Good Fair Poor

1. Location & general appearance

2. Home
3. Barn, Grair.ery, Shop

4. Electric, Phone

5. Fences

Crop Ground; Total Acres

1. Number o f  fields

2. Size of fields
3. Type of soil
4. Crops raised

5. Yields
6. Length of production

III. Machinery

Year Make Type-Model Serial No. Condition

1. ______________________________________________________
2.  
3. __________________________________________________________________________
4 . __________________________________________________________________________
5. __________________________________________________________________________
6. _____________________________________________________7. ______________________________________________________________________
8 . ______________________________________________________________
9. __________________________________________________________________________
10. __________________________________________________________________________
11. __________________________________________________________________________
12. __________________________________________________________________________
13. __________________________________________________________________________
14 . __________________________________________________________________________
15.  ;_____________________________________

Comments: _____________________ _______________________________________________________ __

10-372 3/30



IV. Livestock Numbers - Total Head Count

1. Dairy - Breed _________________________

A. Milking cows
B. Dry cows
C. Springer heifers
D. Yearling stock

(1) h e i f e r s ____
(2) steers _____

(3) bulls

E. Calves below 1 year
(1) h e i f e r s ________

• (2) steers _________

(3) bulls __________

2. Beef - Breed

A. Cows - pairs _
B. Pregnant cows"

C. Open cows
D. 2-year-old stock

(1) heifers ____

(2) steers _____

(3) • bulls _______

E. Yearlings
(1) heifers _

(2) steers J
(3) bulls ___

F. Meaner calves

3. Hogs - Breed ___

A. Sows ________
B. Gilts ______

C. Boars ______
D. Meaner pigs

4. Chickens - Breed 

A. Hens

V. Feed on Hand . VI. Seed on Hand

1. H a y _________________________________________ 1 •______________
2. Grains _____________________________________  2.______________
3. Straw  ___________________________________  3.______________

4. Other_________ ______________________________ 4.______________
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SECTION V

RECORDS RETENTION SCHEDULE

Document Period Held Disposition

Loan Examiner
Documentation of 
Review and Analysis

V - 7

Appraisal Forms



SECTION VI PREPARATION FOR LOAN BOARD MEETING

OVERVIEW

The purpose of this Section is to specify the procedures for 
ARLF staff in preparation of documents and information required 
for the Loan Board meetings.

The purpose of the procedures is to assist ARLF personnel in 
providing documents and information to the Loan Board which will 
support Board members in their functions by providing standard 
and complete reporting.

Outputs of this Section include a resume of active loans, a 
recap of use and availability of loan funds, and a loan board 
report form for applications presented to the board.



PREPARATION FOR LOAN BOARD MEETING
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PROCEDURE

ARLF personnel prepare information and documents for 
the Loan Board meeting in two major areas:

information concerning the status of the Loan 
Fund to date:

resume of active loans use 
and availability of loan funds

packages of current and resubmitted loan 
requests

STATUS OF LOAN FUND

Resume of Active Loans

Loan clerk prepares resume of active loans from 
borrower ledger cards at the end of each month.

resume lists in separate sections all active loans 
by borrower name, alphabetically by area:

Matanuska Area 
Tanana Area 
Kenai Area
Other Areas (indicate area)
Special Loans

information listed on resume includes (see copy of 
blank form)

Borrower Name
Loan Number and Rate
Amount of Loan
Amount of Balance
Amount over 30 days Delinquent
Date Last Receipt
Amount Received Year-to-Date
Date Interest Paid to
Date of Note
Maturity Date
Repayment Schedule
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resume lists all loans in the litigation process 
alphabetically by borrower names, by area with the 
same information as other active loans

resume lists any special loans made or 
administered by ARLF in the same manner as the 
other active loans

Loan clerk totals each area list separately for each 
loan category (active, litigation, special).

Loan clerk prepares a resume summary sheet showing 
totals for each areas, including active and loans in 
litigation:

Area
Number of Borrowers 
Number of Loans 
Loan Balance 
Accrued Interest 
Delinquencies Over 30 days 

Amount 
% of Area 
% of Total 

Type of Loans
Special Appropriations Administered by ARLF

Loan clerk balances resume totals:

total loans outstanding for each area and 
grand total all areas

prepare a calculator tape of the balance 
column of the Borrowers Ledger Cards

compare to the grand total on the loan resume

identify the source of any discrepancies 
noted and correct

compare total active and litigation balances 
on resume with Loan Accounts Receipts Journal 
extension totals

identify the source of any discrepancies 
noted and correct



Loan clerk forwards resume to loan administrator for 
review and initials if approved.

Loan clerk prepares adequate copies for distribution as 
follows:

copy for each Loan Board Member 
copy for Division Director 
copy for Division Deputy Director 
copy fot each Loan Examiner 
two copies to Loan Administrator 
original (master) to loan file

Loan administrator returns annotated copy to loan clerk 
after the Loan Board meeting, for filing and retains 
copy for personal use.

Use and Availability of Loan Funds -

Loan clerk prepares a statement of use and availability 
of loan funds within (3) working days of the end of 
each month. (See Blank Form)

information for preparation is provided by the 
Loan Administrator:

appropriations made to increase loan fund

changes in the Reserve for Operating Loans

changes in the Reserve for Contingencies

loan clerk obtains and includes the following 
information:

balance of cash in fund as of the end of the 
month

amount of loans approved without disbursement 
vouchers issued



1

VI - 6

Loan clerk routes original to Loan Administrator for 
review and approval by initials.

Loan clerk copies form in the same quantity and same 
distribution as the loan resume

Loan clerk files original of Use and Availability Form.



AGRICULTURAL REVOLVING LOAN FUND

CASH AVAILABLE TO LOAN 

AS OF

Cash in Fund $

Less Loans Approved (Disbursements 
Vouchers Not Issued)

Less Reserve For Contingencies

Less Reserve For Operating Loans

Cash Available For Loans $

Plus Anticipated Loan Payments
Period Of $

Total Funds Available For Loan $
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CURRENT AND RESUBMITTED LOAN REQUESTS

Loan examiner prepares a Loan Board Report Form for 
each loan application package under review (See Blank 
Form) .

(NOTE:)

All required processing of the Loan 
Application must be completed at a 
minimum of (3) working days prior 
to the scheduled Loan Board meeting 
to give ARLF staff sufficient time 
for presentation preparation.

Loan examiner prepares a Loan Board Report Form 
for all new and resubmitted loan packages, including 
all loans under $25,000 not specifically requiring Loan 
Board review.

the report is intended to summarize the important 
aspects of the loan application package, the loan 
examiner/administrator review and analysis, the loan 
examiner/administrator recommendations, and the actions 
of the Board

the report is signed by the loan 
examiner/administrator after preparation

the report is signed by the Chairman of the Loan 
Board after Board action

loan examiner indicates if the request is being 
resubmitted after previous Loan Board action in 
the Comments Section
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Applicant

AGRICULTURAL REVOLVING LOAN FUND 
Loan Board Report

Date

Time

Area

Loans Requested S

C

F

Other

New Borrower

Terms

Terms

Terms

Terms

Old Borrower
Net Worth 

Total Liabilities 

Total ARLF Debt

Prior Loan History

Summary of Use of Loan Proceeds

Security Offered

Staff Recommendation and Comments

Board Action and Comments

Loan Examiner/Loan Administrator Chairman, ARLF Board



MATANUSKA AREA - ACTIVE, JUNE 30, 1981

Sheec 1

LOAN HO. - OVER 30 DAYS DATE LASt FY $ INTEREST NOTE MATURITY REPAYMENT
RATE 'L________ $ LOANED $ BALANCE $ DELINQUENT RECEIPT RECEIVED PAID TO DATE DATE SCHEDULE



L O A N  R E S U M E  A S  O F J U N E  3 0. 1 9 8 1

AREA/LOANS
ACCRUED DELINQUENCIES - OVER 30 DAYS

LOAN BALANCE INTEREST AHOUN t  7. OF A r Ea '/. OF TOTAL TYPE OF LOANS
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SECTION VI

RECORDS RETENTION SCHEDULE

Document Period Held Disposition

Resume of Active Loans

Loan Funds Available Recap

Loan Board Report Form



SECTION VII LOAN BOARD MEETING AND REVIEW

OVERVIEW

The purpose of this section is to provide the Loan Board 
with a framework of procedures within which it conducts monthly 
meetings in order to maintain objectivity, flexibility, and 
uniformity of processes regardless of the composition of its 
individual members.

This section also specifies required information inputs and 
information/documents outputs of the Board to assist ARLF 
personnel in the support function.

Outputs of this Section include minutes of loan board 
meetings, documentation of loan board decisions, and notification 
of applicants of loan board decisions regarding their loan 
requests.
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PROCEDURE

This Section specifies procedures 
for the loan board meetings in the 
following areas:

- agenda

- loan examiners(s) 
presentation(s)

- review, analysis, 
discussion

- decision

- documentation

AGENDA

Chairman of the Board calls to order Loan Board 
meetings with a quorum of 3 to 5 members present.

Loan administrator ensures the meeting is recorded and 
subsequently transcribed within (10) working days by 
ARLF personnel.

Members and other persons present identify themselves 
by name and title, if any.

Chairman addresses any old business from previous Board 
meetings, regarding any issues other than loan 
applications, held over.
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Chairman addresses any new issues/business ocher than 
loan applications, including:

policy issues 
procedural issues
general financial information, fund growth, 

problems or opportunities facing ARLF

Chairman addresses loan applications for presentation, 
discussion, decision.

Chairman notes decision of the Board regarding each 
loan application.

Chairman establishes date, time, and location of next 
Loan Board meeting.

Chairman adjourns meeting.
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LOAN EXAMINER(S) PRESENTATION(S)

Loan examiners present loan applications to the B o a r d  
in the order established by ARLF policy.

Loan examiners briefly summarize information on the 
Report to the Board form as follows:

the loan requested 
type 
amount 
purpose
repayment plan

the applicant
objective review, skills and training 
subjective review, potential for success

the project
use of funds 
potential for success

the capacity for borrowing 
objective review 
credit and financial history 
subjective review

the collateral
ability to secure the loan/coverage

recommendation
based on review/analysis, loan 
examiner/administrator recommends 
approval as requested 
approval with changes
table for more information or additional 

action 
disapprove

Loan examiners present separately to the Board

requests for funds under $25,000 not 
requiring Board approval prior to 
release of funds 

requests for funds over $25,000 
requiring Board review/approval
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LOAN BOARD DECISION -

Subsequent to discussion of the loan application, one 
Board member motions for actions to be taken, and a 
different Board member must second the motion.

Board members vote on the motion by signifying AYE for 
yes, and NAY for no.

The Board Chairman indicates whether motion 
carries/passes or not.

The motion must be carried by a majority of the Board 
members, a minimum of three (3) at all times.

If the motion does not carry, another motion shall be 
made, with or without subsequent discussion.

This process is continued until one motion is made, 
seconded, and passed by a minimum of three (3) Board 
members.

Motions for action will be acknowledged for the 
following only:

approve loan request without change

authorization for release of funds requested, 
with the purpose, terms, and collateral as 
outlined in the loan application package

approve loan request with change

approval of the basic loan request, and 
authorization to release fundi, contingent 
upon changes in some area of the loan 
application package or addition of 
conditions.
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Examples Include:

requirement for additional collateral

purchase of term life policy with ARLF 
as beneficiary

reduction in loan amount requested or 
authorization for only partial release

reject loan application for more information 
or additional action on the part of the 
applicant or ARLF personnel.

Examples Include:

additional marketing information or 
study

disapproval

Board members must cite the reasons to 
support disapproval of loan request 
based on:

loan examiner/administrator review 
and recommendations 
loan Board review of - 

the loan requested 
the applicant
the capacity for borrowing 
the project 
the collateral
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DOCUMENTATION

The loan administrator is responsible for documenting:

the Loan Board meeting by ensuring that the 
meeting is recorded, that minutes of the 
meeting are transcribed, and that minutes are 
properly distributed

Loan administrator ensures that a copy of minutes is 
forwarded to the Director, ARLF and the Loan 
Administrator, and to file.

the decisions of the Loan Board in meetings 
regarding loan applications

loan administrator ensures that in each case 
the original of Loan Board Action Reports 
annotated with the Board decision

that the Chairman of the Loan Board signs and 
dates the original document

the loan clerk files the original document in 
the applicant loan file

a copy of the document is routed to the 
responsible loan examiner

If the loan application is approved by the Loan Board:

loan administrator ensures that applicant(s) are 
notified in writing by clerk within (3) working 
days of the Board meeting using the appropriate 
form letter

loan clerk prepares form letter

loan clerk routes original to loan 
administrator

loan administrator signs and returns to loan 
clerk
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loan clerk copies original, files copy in 
applicant(s) loan file noting date original 
letter is mailed

loan clerk mails original letter

If the loan application is approved by the Loan Board 
contingent upon some change(sT:

loan administrator ensures that applicant(s) is 
notified in writing within (5 working days) days 
of the Board meeting using the appropriate letter

loan administrator identifies requirements 
for loan to the loan clerk who prepares the 
letter

loan clerk routes letter to loan 
administrator for review/signature

loan clerk copies original, files copy in 
applicant(s) loan file noting date original 
letter is mailed'

loan clerk mails original letter

If the loan application is rejected by the Loan Bo ard:

loan administrator ensures that applicant is 
notified in writing within (5) working days of the 
Board meeting using the appropriate letter.

loan administrator identifies the actions 
required by the Loan Board of the applicant 
or of ARLF personnel

loan clerk prepares letter to applicant(s) 
identifying specifically the additional 
information, steps, or processes required 
before the loan application will be 
reconsidered
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loan clerk route? form letter to loan 
administrator for review/signature

loan clerk copies original, files copy in 
applicant(s) loan file noting date original 
letter is mailed

loan clerk mails original letter

If loan application is disapproved by the Loan Board:

loan administrator ensures that applicant is 
notified in writing within (5) woy^i.Cg days of the 
Board meeting using the appropri#** iorm letter

loan clerk prepares form letter to 
applicant(s) and routes to loan administrator 
for review/signature

loan clerk copies original, files copy in 
applicant(s) loan file noting date original 
letter is mailed

loan clerk mails original letter



RECORDS RETENTION SCHEDULE

Document Period Held

Minutes of Loan Board 
Meetings

Application Notifications

Loan Board Report Form

SECTION VII
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SECTION VIII PRE-LOAN CLOSING

OVERVIEW

The purpose of this section is to specify the procedures to 
be used by the loan administrator to ensure that all necessary 
documents and information are prepared by both ARLF personnel and 
the applicant(s) prior to loan closing.

Outputs of this Section include notification of applicants 
of required closing documents, preparation of a request for 
funds, and initial preparation of loan closing documents.
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PROCEDURE

This section addresses two major 
areas of the Pre-Loan Closing 
process:

preparation by the applicant(s) 

preparation by ARLF personnel

APPLICANT

Loan administrator ensures successful applicant(s) have 
been notified of the decision(s) of the Loan Board and 
any additional requirements specified by the Loan Board 
to be completed at or prior to closing.

if additional requirements have been specified to 
be completed prior to closing by the applicant(s), 
loan administrator ensures that the requirements 
are fulfilled prior to continuing this section

Loan administrator ensures that prior to Loan Closing, 
all applicants are notified in writing of the closing 
process and the itsms required of them at closing.

for successful applicants with no additional Loan 
Board requirements, the Closing process and 
requirements are specified at the same time the 
applicant is notified of the Board decision

for applicants who have been required to provide 
some additional data, information, documents, 
etc., notification of the Loan Closing process 
occurs after the loan administrator verifies that 
all requirements are met
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notification of the closing process also includes 
indication that a closing time and date will need 
to be established, and provides a range of 
possibilities

if title insurance is required, applicant(s) is 
notified that payment will be required at the time 
of closing

loan administrator identifies other items 
documents required of applicant(s) at closing and 
prepares a list to be included in notification of 
closing

loan administrator determines method of 
disbursement of loan funds to be used and notifies 
borrower(s) of requirements for closing

Total release of funds

borrower(s) is notified of procedure used to 
release funds to vendor(s) after closing (Section 
IX)

Staged release of funds

borrower(s) is notified of procedure relating to 
the use of controlled accounts by ARLF (Section 
IX)

borrower(s) are directed to open a checking 
account at the bank of their choice, requiring two 
signatures, including one borrower and one ARLF 
representative

borrower(s) provide signature cards at closing for 
the account

borrower(s) loan administrator, and loan examiner 
provide signature specimens on signature card at 
closing

for chattel loans, applicant(s) produces a vendor 
proposal or commitment on livestock, equipment or 
machinery to be purchased identifying exact 
specifications

applicant(s) makes down-payment, if 
appropriate, prior to closing
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applicant(s) provides model numbers, make, 
type of chattel, identification numbers, 
etc., at time of closing.

applicant(s) provides vendor invoice at 
closing showing balance due on item(s) being 
purchased

for short-term operating and other loans, 
applicant(s) produces title to collateral, if 
appropriate

applicant(s) produces proof of any insurance 
required by loan administrator or Loan Board at 
time of closing, including term life policy or 
property insurance, fire/collision comprehensive 
or all-risk floater policy on equipment/machinery, 
or other
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ARLF

Loan administrator ensures that procedures are followed 
t o :

request funds

prepare closing documents

funds are requested as soon as the loan* 
administrator has determined that all 
required documents and information have been 
supplied by applicant(s), in order to avoid 
delay in closing.

REQUEST FOR FUNDS

Loan administrator directs loan clerk to prepare 
documents necessary to request loan funds.

loan clerk obtains Loan Number from Loan 
Register, using the next number in sequence 
for the proper loan category

loan clerk notes name of Borrower and amount 
vouchared in Loan Register opposite loan 
number used

loan clerk prepares Request for Issuance of 
Warrant (Form 10-006) and inserts loan number

loan clerk prepares Disbursement Voucher 
(Form 02-050)

loan clerk routes Forms 10-006 and 02-050 to 
loan administrator for review and signature 
approval, as delegated by the Director in 
writing

loan clerk copies approved Form 02-050 and 
files in disbursement voucher file
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loan clerk mails original and three (3) 
copies of the top only of Form 10-006 and all 
of Form 02-050 to:

Accounts Payable
Department of Natural Resources
Pouch M
Juneau, Alaska 99811

title insurance documents received from title 
company are filed by loan clerk in applicant(s) 
loan file and date of receipt noted

documents received from the fiscal officer, 
Department of Natural Resources, are processed by 
the loan clerk:

goldenrod copy of Form 02-050 is date stamped 
and filed in disbursement voucher file the 
temporary copy is replaced and destroyed

the warrant is date stamped on the back

the applicant(s) loan file is annoted with 
the date of receipt of the warrant

warrants are held in the loan office safe 
until date of closing for Wasilla area loans

warrants are forwarded to Delta office as 
appropriate

loan clerk orders title insurance, if 
applicable, in the name of the borrower, and 
in-care of (c/o) ARLF
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PREPARE CLOSING DOCUMENTS

Loan clerk prepares notes, assignments, and agreements 
based upon the type(s) of loan(s) and type of 
tollateral pledged.

Real Estate

prepare DEED OF TRUST and DEED OF TRUST NOTE 
in full, leaving dates blank for completion 
at time of closing.

Assignment of Real Estate Contract

prepare an ASSIGNMENT OF REAL ESTATE CONTRACT 
and NOTE SECURED BY REAL ESTATE in full, 
leaving dates blank ror completion at time of 
closing.

Assignment of Agricultural Product(s)

Prepare ASSIGNMENT (Form 10-359) in full, 
leaving dates blank for completion at time of 
closing.

Collateral Other Than Real Estate

prepare FINANCING STATEMENT (Form 02-534) 
SECURITY AGREEMENT, DISCLOSURE STATEMENT OF 
LOAN (Form 10-367) in full, leaving dates 
blank for completion at time of closing

Chattel Loan - prepare PROMISSORY NOTE (Form 
10-361) (pink)

Short-Term Loan - prepare PROMISSORY NOTE 
(Form 10-360) (green)

Loan clerk prepares loan amortization schedule 
(schedule of repayment) from information provided by 
loan administrator on terms of repayment.

Loan clerk files all documents prepared for closing in 
applicant(s) loan file.
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RECORDS RETENTION SCHEDULE

Document Period Held

Request for Issuance 
of Warrant

Disbursement Voucher

Loan Register

SECTION VIII

Disposition
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SECTION IX LOAN CLOSING

OVERVIEW

The purpose of this section is to specify the procedures to 
be applied during the process of closing the loan with the 
borrower (s).

The purpose of the procedures is to ensure that proper 
documentation is received from the borrower as required, that the 
necessary signatures on binding agreements are * obtained, that 
borrowers are uniformly informed of their repayment obligations, 
and that documents are subsequently filed or recorded as 
appropriate to establish position of security.

Outputs of the section include original signed and notarized 
notes, agreements, and assignments as well as recorded documents.
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PROCEDURE

This section specifies procedures for ARLF to follow 
in two major areas: Process of closing with the
borrower(s) and process of subsecuent documentation 
by staff.

CLOSING PROCESS

Scheduling

Loan clerk maintains a log of loan closing appointments 
as they are established; information includes:

'Borrower(s) name 
Location of closing 
(e.g. ARLF offices, bank, etc.)
Date and time of appointment

Loan administrator/loan examiner (Delta) retains 
Closing Log and reviews for scheduling purposes.

Loan administrator/loan examiner (Delta) ensures that 
loan clerk designated for the closing process is 
notified each week of the loan closings scheduled for 
the subsequent week period.

Loan examiner (Delta) ensures that if closing is to be 
completed by a commercial bank, that both the bank and 
ARLF are kept informed of loan closing schedules in 
advance.

Loan examiner (Delta) forwards an advance copy of the 
Closing Log for Delta to the loan administrator 
(Wasilla).



IX - 4

Loan administrator initials receipt on each page of 
Closing Log as received from Delta.

Loan clerk maintains a separate file for the Delta 
Closing Log in loan administrator files.

Closing

Loan clerk obtains borrower(s) loan file and all 
previously prepared documents for closing.

Loan clerk prepares OUT card for file and inserts in 
file.

Loan clerk routes documents to loan administrator/loan 
examiner (Delta).

Loan administrator/loan examiner (Delta) briefly 
reviews loan file to:

ensure that all documents necessary for closing 
were prepared by ARLF staff (Section: Pre-Loan
Closing)

identify conditions/requirements to be fulfilled 
by the borrower(s) at closing (copy of borrower 
notification letter)

Loan administrator/loan examiner (Delta) and loan clerk 
meet borrower(s) at appointment times and ensure that:

loan clerk inserts proper date of closing on all 
documents previously prepared

borrower(s) produces all required documents as 
specified in notification letter (e.g. proof of 
insurance)
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Borrower(s) pays premium on title insurance if 
applicable.

loan clerk orders title insurance on real property 
used as collateral as required by loan administra­
tor/examiner or loan board from appropriate title 
company

loan clerk directs title company to prepare 
invoice for insurance premium in name of 
borrower(s) and in-care-of (c/o) ARLF

loan clerk directs title company to forward 
invoice to ARLF

loan clerk files insurance invoice in borrower(s) 
loan file for closing

loan clerk accepts personal check from borrower(s) 
in amount of the insurance invoice and made 
payable to the title company issuing insurance

loan clerk prepares hand-receipt for borrower(s)

loan clerk forwards check and a copy of invoice to 
the title company within ( ) days of closing

loan clerk files a copy of the check and the 
original invoice in borrower(s) loan file

Loan administrator ensures that:

borrower(s) signs all required documents prepared 
in Pre-Loan Closing (e.g. notes, assignments, 
statements, agreements, etc.)

borrower(s) signs documents in a manner to 
properly obligate the business entity:

Business Type Signators

Sole Proprietorship Husband
Wife

Partnership Major Partners

Corporation Corporate Officer
including corporate 
resolution and corporate 
seal

Joint Venture Authorized respresenta-
tives of the venture
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Loan administrator/loan examiner (Delta) signs 
documents as authorized representative of ARLF as 
appropriate:

Assignment Agreement (Form 10-359)
Security Agreement 
Financing Statement

Loan administrator ensures that all signatures of the 
parties are witnessed and attested to by a Notary 
Public of the State of Alaska, with a current 
commission.

Loan clerk copies all signed notes, agreements, 
assignments, and other documents.

Loan clerk provides one copy of all signed documents to 
borrower(s).

Loan clerk files one copy of all signed documents in 
borrower(s) loan file.

Loan clerk files originals of all signed notes, 
agreements and assignments, etc., in a fire-proofed 
safe, alpha by borrower(s) name.

Loan examiner (Delta) is responsible for ensuring that:

all original copies of signed notes, agreements, 
assignments, etc., are forwarded to loan 
administrator (Wasilla)

copies of all signed documents are maintained in 
Delta in borrower(s) loan file

Loan administrator ensures that borrower(s) are 
informed about the policies and procedures of ARLF 
regarding loan repayment.
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borrower(s) is obligated to make payments directly 
to ARLF on the dates and in the amounts agreed and 
specified in the agreement(s)

borrower(s) is informed that interest is 
calculated on the unpaid balance of the loan to 
the day payment is received

borrower(s) is informed that payments not 
postmarked on or before the 15th day after the 
date specified for payment -are delinquent and a 
seven (7) percent penalty is assessed" on the 
delinquent payment, as appropriate

borrower(s) is informed of requirement to file 
up-dated information/documents annually with ARLF:

financial statements 
Federal Tax Returns
proof of valid/current insurance, if required 
copies of paid insurance premiums, etc.

borrower(s) is informed that loan'examiner will 
conduct unscheduled field inspections of 
agricultural operations as they related to the 
loan, the collateral, or other aspects affecting 
the loan

Loan administrator releases loan funds to borrower(s) 
and ensures that proper documents are received by ARLF 
to control use of funds.

Vendor Invoices

loan administrator ensures that warrants is 
endorsed to vendor by borrower(s)

loan administrator ensures ' hat vendor invoice(s) 
marked paid are received by ARLF

loan administrator ensures that amount of paid 
vendor invoice(s) agrees with loan funds released, 
and with Section 4 (Loan Application) Letter of 
Intent and Loan Use

loan administrator when appropriate, may require 
borrower(s) to endorse warrant "for deposit only" 
to borrower(s) checking account at Closing
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loan administrator requires borrower(s) check 
to be prepared at Closing and made payable to 
vendor(s) in amount of invoice(s) in Loan 
File (from Section VIII Procedures Manual) >t 
subsequently produced

loan administrator follows-up with vendor(s) to 
ensure proper payment(s) received, and documents 
contact

Controlled Bank Accounts

loan administrator establishes a controlled 
account with loan funds for situations of release 
of funds to vendor(s) over a period of time, is 
planned in Section IV (Loan Application) Letter of 
Intent and Loan Use

borrower(s) endorse warrant "for deposit only to
account ____________ " for control accounts
previously established in Pre-Loan Closing,
Section VIII, Procedures Manual

loan administrator ensures that warrant(s) is 
deposited into controlled account

loan administrator ensures that funds are released 
to vendor(s) against valid invoices and according 
to fund requirements over time as specified in 
Section IV (Loan Application) Letter of Intent and 
Loan Use

loan administrator ensures that funds from 
controlled accounts are released to vendor(s) only 
by dual signature check(s) drawn on account

dual signature check requires signature of 
either loan administrator or loan examiner 
assigned to loan

loan clerk maintains a record of deposits and 
disbursements against controlled account 
(Form 10-356)

loan clerk updates Form 10-356 with date, 
amount, purpose of each transaction

loan clerk maintains a continuous balance for 
the controlled account on Form 10-356
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loan clerk maintains record of transactions 
in borrower(s) loan file

loan clerk maintains a copy of vendor invoice 
or record of payment and purpose for payment 
in borrower(s) loan file
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POST CLOSING

Loan administrator ensures that the loan clerk takes 
steps required to file or record signed documents as 
required to perfect security position.

loan clerk stamps "State Business" on documents 
and sends to appropriate recorder, place of filing

Record Assignment of Real Estate Contract
Deed of Trust

File State of Alaska
Uniform Commercial Code 
Financing Statement

loan clerk records documents with the appropriate 
recorder in the area where real property is 
located (e.g. Homer, Kenai, Anchorage, Fairbanks, 
Glenallen, etc.) in accordance with the Uniform 
Commercial Code

loan clerk copies documents for recording, 
Assignment of Real Estate Contract and Deed of 
Trust, and files in borrower(s) Loan File

loan clerk forwards original document(s) to 
appropriate recorder

loan clerk replaces copy of document with recorded 
copy in Loan File when received

loan clerk records State Land Sale or Lease 
Assignments used as collateral with the contract 
officer, Division of Forest, Land, and Water 
Management (reference UCC filing requirements 
necessary)
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loan clerk forwards Financing Statement to 
appropriate place of filing based on type of 
collateral as specified in the Uniform Commercial 
Code

loan clerk replaces copy of Financing Statement in 
Loan File with validated copy when returned

loan administrator ensures that a Continuation 
Statement is filed prior to expiration of filing 
of Financing Statement (5 years from date of 
filing)



IX

SECTION IX

RECORDS RETENTION SCHEDULE

Document Period Held

Loan Closing Log

Disoosition
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SECTION X LOAN REPAYMENT

OVERVIEW

The purpose of this Section is to specify the procedures to 
be applied to collect, record, and account for payments made on 
loans and to reconcile certain records maintained by the Loan 
Fund and reported by the Department of Administration.

The purpose of the procedures is to specify the steps 
required to collect loan payments in a manner to ensure proper 
control of funds and uniform and accurate documentation.

Outputs of the Section include documents to record receipt 
and deposit of funds, transmittals to capture data and 
information for internal and external reporting, and management 
reports for internal purposes.
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PROCEDURE

This Section addresses three major areas of the Loan 
Application Process:

billing and delinquency advice 
payment receipt and recording 
reporting and reconciliation

Billina and Delinauencv Advice

Loan administrator ensures that documents are prepared
by loan clerk to record loan funds released.

• •

loan clerk prepares heading on borrower's ledger 
card (Form 10-352) •

loan clerk posts full amount of loan/warrant funds 
released to borrower (including full amount of 
controlled accounts)

loan clerk uses one-write system to post ledger 
card and Loan Accounts Receipt Journal (Fora 
10-353) simultaneously

loan clerk prepares a Loans Issued Schedule from 
ledger cards after posting

loan clerk files ledger card in ledger tray in 
alphabetical order by borrower(s) name

loan clerk maintains ledger tray in loan office 
safe

Loan clerk prepares and forwards a payment reminder to 
borrower(s) based on repayment schedule:

monthly payment schedule forward prior to 
date first payment 
is due

other payment schedule 
(annual, quarterly, etc.)

forward prior to due 
date for each 
payment
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Loan clerk reviews ledger cards on the 15th, 
approximately, of each month to identify loan accounts 
for which payments have not been received.

loan clerk prepares a Late Payment Schedule 
listing accounts for which payment was due (by the 
first of the month) and not received currently

Late Payment Schedule lists loan account number, 
borrower(s) name, amount of payment due, and date 
payment was due

loan clerk initials and dates Late Payment 
Schedule when completed

loan clerk routes three (3) copies of Late Payment 
Schedule to loan administrator

Loan administrator reviews Late Payment Schedule and 
routes:

1 copy Loan Administrator 
1 copy Loan Examiner - Wasilla 
1 copy Loan Examiner - Delta

Loan examiners (Delta/Wasilla) contact borrowers from 
their respective areas as appropriate to determine 
cause of account non-payment.

Loan clerk prepares Delinquent Loan Notice Form for 
each loan account listed on the Late Payment Schedule.

Loan clerk routes all original copies of Delinquent 
Loan Notices to loan administrator.

r loan clerk files copies 2 (yellow) and 3 (pink) 
with borrower ledger card

Loan administrator reviews Notices and routes to 
appropriate loan examiner(s) (Delta/Wasilla).
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Loan examiners ensure that Notices are forwarded to 
delinquent borrowers as appropriate.

Loan clerk removes copy 2 (yellow) from borrower ledger 
card and routes to loan administrator at the end of 
each month when preparing resume of active loans.

loan clerk verifies that a yellow copy of 
Delinquent Loan Notice is included for each loan 
listed over 30 days delinquent on the resume

Loan administrator reviews yellow copy of form and 
routes to appropriate loan examiner.

Loan examiner makes personal contact with borrower(s) 
and determines cause of non-payment and proposed timing 
for payment.

Loan examiner documents contact with borrower(s), 
indicating date payment is promised.

Loan clerk routes pink copy of Delinquent Loan Notice 
to loan administrator if payment is still not received 
about the 15th of the month following when active loans 
are reviewed and the Late Payment Schedule is prepared.

Loan administrator reviews Delinquent Notices and 
status of loans delinquent with appropriate loan 
examiner.

Loan administrator makes personal contact with 
delinquent borrower(s) and determines:

reason(s) for non-payment 
payment date commitment 
future status/viability of loan
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Loan administrator documents conversation and findings 
with borrower(s).

Loan administrator discusses findings with loan 
examiner and potential need for further action to 
collect loan, refinance loan, or other steps.

Loan administrator documents decisions regarding the 
steps to be taken by ARLF to collect the loan payment, 
loan balance, or other.

PAYMENT RECEIPT AND RECORDING

Delta Office

Loan clerk or loan examiner prepares a hand-receipt for 
all cash received as loan payments.

original receipt is given to individual making 
payment

copy of receipt is retained in Delta office file 
in borrower(s) loan file

copy is retained in receipt book

Loan examiner converts cash received to bank or postal 
money order made payable to ARLF on a daily basis.

Loan clerk prepares a Payments Received Listing on a 
daily basis from all cash received, money orders, 
personal checks, or other means of payment.

loan clerk date stamps all checks and money orders 
on the reverse side, on the day received
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loan clerk stamps endorsement on all checks and 
money orders on reverse side with 

ARLF
For Deposit Only To
Account No. ( )

loan clerk uses Payments Received Listing to 
provide

Name Of Borrower(s)
Date Payment Received 
Amount Received 
Loan Account Number

Loan clerk forwards checks, money orders, and a copy of 
Payments Received Listing daily to Wasilla office by 
m a i l .

Loan clerk maintains a permanent file for Payments 
Received Listing by date.

Wasilla Office

Loan clerk prepares a hand-receipt for all cash 
directly received as loan payments

receipt lists as a minimum
borrower(s)/payor(s) name 
amount paid 
date of payment 
loan number

Copy of receipt is attached to an envelope, cash is 
placed in envelope, and envelope is immediately place 
in office safe until bank deposit is prepared.

original receipt is given to individual making 
payment

copy of receipt is filed in borrower(s) loan file 
after deposit is prepared

copy of receipt is retained in receipt book
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Loan clerk (A) opens mail and separates payment 
transmittals from Delta.

Loan clerk (A) date stamps Payments Received Listing on 
top of page as received.

Loan clerk (A) routes stamped transmittals from Delta 
to loan clerk (B).

Loan clerk (B) prepares a bank deposit slip (in 
duplicate) from checks and money orders.

loan clerk (B) prepares a calculator tape of 
checks and money orders and indicates total on 
deposit slip

loan clerk (B) verifies that tape total and total 
on Payments Received Listing provided by Delta are 
the same

loan clerk (B) reconciles any differences with 
Delta office

loan clerk (B) informs loan administrator of any 
differences not reconciled

loan clerk (B) maintains a separate deposit book 
with duplicate copies of deposit slips for Delta 
payments

Loan clerk (A) opens mail and separates checks received 
by ARLF in payment of loan(s).

loan clerk date stamps all checks and money 
orders received on the reverse side, as received

loan clerk stamps endorsement on all checks and 
money orders on reverse side with 

ARLF
For Deposit Only To
Account No. ( )
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Loan clerk (A) prepares a Payments Received Listing 
immediately after stamping checks and money orders, 
listing:

Name of Payee/Borrower(s)
Date Payment Received 
Amount Received
Loan A.ccount Number (if indicated with payment)

Loan clerk (A) routes on a daily basis, stamped and 
endorsed payments and Payments Received Listing to loan 
clerk (B).

Loan clerk (B) prepares bank deposit slip (in 
duplicate) from checks and money orders.

loan clerk (B) prepares a calculator tape of 
checks, and indicates total on deposit slip

loan clerk (B) prepares a calculator tape of 
Payments Received Listing, and indicates total on 
the form

loan clerk (B) verifies that tape totals are the 
same, and initials form beside total, to indicate 
verification and reconciliation

Loan clerk (B) obtains all cash envelopes from office 
safe and includes on deposit slip as a total amount.

loan clerk (B) lists all cash payments received on 
Payments Received Listing from receipts

loan clerk (B) prepares calculator tape of cash on 
Payments Received Listing and notes total on form

loan clerk (B) prepares a calculator tape of 
receipts attached to envelopes

loan clerk (B) counts cash, notes total on deposit 
slip, and compares to calculator tapes

loan clerk (B) verifies that tape totals are the 
same, and initials deposit slip copy beside cash 
total to indicate verification and reconciliation
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Loan clerk (B) maintains copy of deposit slip in 
deposit book as temporary file copy.

loan clerk (B) reconciles all discrepancies in iwo 
tape totals, or informs loan administrator if 
unable to reconcile

loan clerk (3) files Payments Received Listing in 
loan office file by date

loan clerk or loan administrator take checks, 
cash, etc., and deposit slips to bank and obtains 
validated deposit slips (Wasilla and Delta 
payments)

loan clerk staples validated deposit slips to 
second copy of deposit slip-listing retained in 
deposit books (Wasilla and Delta)

Loan administrator verifies cash handling procedures on 
a monthly basis.

verify that total on tape of cash receipts equals 
the total on the deposit slip and on the Payments 
Received Listing

verify that total on tape of checks and money 
orders equals the total on the deposit slip and on 
the Payments Received Listing

initial deposit slip beside cash total or check 
totals if amounts are equal

initial Payments Received Listing beside cash 
total or check total if totals are equal

obtain explanation of any discrepancies from loan 
clerk (B) and reconcile

Loan clerk (C) prepares Loan Payment Worksheet and 
allocates borrower(s) loan payments amounts to 
principal and interest.

on a weekly basis, loan clerk (C) obtains Payments 
Received Listing from file

loan clerk (C) obtains individual borrower ledger 
cards (Form 10-352) from ledger tray for each 
borrower on Payments Received Listing
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from the Payments Received Listing obtain 
information and insert on Loan Payment Worksheet 

Name of Borrower(s).
Date Payment Received (Day Number)
Amount Received
Loan Account Number (if available)

for borrower(s) making payment on more than one 
loan, list borrower(s) name and gross payment 
amount once on a single line

separate gross amount- on subsequent lines of 
worksheet

balance the total of worksheet payment amounts of 
total of Payments Received Listing, and check-mark 
to indicate*verification from individual borrower 
ledger cards, obtain loan account number and 
insert on worksheet

also obtain and insert on worksheet
Date (Day Number) of Last Payment 
Interest Rate of Loan 
Principal Balance Forward

calculate for each payment the days between 
payments by subtracting day number of previous 
from day number of current payment, and apply to 
worksheet

divide annual interest rate by 365 days to obtain 
daily interest rate

multiply daily interest rate by number of days 
between payments

multiply by principal balance outstanding to equal 
interest application amount, and insert on 
worksheet

determine if payment was mailed or received later 
than 15 days after due date

for late payments on loans made after July 1,
1979, loan clerk calculates a delinquency penalty

penalty amount is calculated as 7% of the 
delinquent payment amount due, and is charged to 
loan payment prior to allocating payment amount to 
principal in accordance with AS 03.10.030(e)
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subtract interest application and penalty 
application amounts from total loan payment to 
obtain application to principal amount

subtract application to principal amount from 
principal balance forward to obtain new principal 
balance and insert amount on worksheet

after all loan payments have been allocated and 
worksheet is complete, loan clerk (C) prints 
POSTED on top of Loan Payments Received Listing 
and initials

loan clerk (C) files Loan Payments Received 
Listing in loan office files in dedicated folder

Loan clerk (C) prepares official receipt for payments 
and records payments on individual borrower ledger 
cards (Form 10-352) and on Loan Accounts Receipts 
Journal simultaneously using "one-write" system

information recorded from worksheet includes 
receipt number, amount received, days calculated 
between payments, interest applied, principal 
applied, penalty applied, balance of loan

loan clerk (C) prepares calculator tape of loan 
balances of borrower ledger cards posted above

loan clerk (C) prepares a calculator tape of 
worksheet principal balances calculated

loan clerk (C) compares calculator tape and 
ensures equal amounts

loan clerk (C) reconciles any differences in 
amounts encountered

when ledger cards and worksheet balance, loan 
clerk (C) writes POSTED at top of worksheet and 
initials

loan clerk (C) files worksheet in dedicated loan 
office folder

loan clerk (C) files ledger cards in ledger tray 
alphabetically by borrower name
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Loan clerk (C) subtotals (in pencil) all categories 
posted on the Accounts Receipts Journal for each period 
posted.

loan clerk mails official receipts to borrower(s)

Page totals are calculated for each completed page and 
are reconciled across total amount received equals 
total interest and total principal applied.

Loan clerk (C) check-marks each page below number for 
these categories when verified.

Final Payments

Loan clerk notifies loan administrator when loan 
payments are made which complete the obligation of 
borrower(s) and pay-off the loan.

Loan clerk completes the steps necessary to make 
necessary notification of loan repayment.

loan clerk prepares a Release Form for loans 
secured by Real Estate Mortgage

information to complete form is obtained from 
borrower (s). loan file

loan clerk attaches original loan note to Release 
Form and routes to loan administrator

Loan administrator executes Release Form, and ensures 
signature is witnessed and notarized.

Loan clerk stamps original notes PAID, and copies 
original note and Release Form.
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Loan clerk forwards stamped original note and signed 
Release Form to borrower(s).

Lean administrator ensures that a Termination Statement 
is forwarded to the appropriate filing office for loans 
with a recorded financial statement (standard form 
UCC-3 is used)

Extension of Existing Note

Loan administrator directs loan clerk to prepare a Loan 
Extension Form.

loan clerk prepares form with borrower(s) name as 
on the original note and the note number in the 
upper right hand corner

loan club includes information from loan 
administrator as to the terms of the extension: 

outstanding principal balance 
date interest it to be paid from 
interest rate 
new maturity date

Loan clerk copies original note and attaches completed 
Extension Form.

Loan clerk routes original form and note copy to loan 
administrator for signature.

Loan administrator reviews with Director and upon 
approval by Director directs loan clerk to forward to 
borrower(s) or to contact for signatures.

Loan administrator signs form for ARLF after 
borrower(s) executes.
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make three copies of signed Extension Form and 
original note copy

file a copy in borrower(s) loan file

forward one copy to borrower(s)

attach original of signed Extension Form to 
original note and file in note box in loan office 
safe

Loan clerk makes appropriate distribution.

Loan clerk changes borrower(s) ledger card to agree 
with the terms of the approved extension.

Loan club changes resume information on loan terms and 
status.

Refinancing Existing Loan

Loan administrator reviews with Director and upon 
approval by Director directs loan clerk to prepare 
necessary documents to record refinancing of an 
existing loan, and provides required information.

Loan clerk identifies a new loan number from Loan 
Register.

Loan club prepares in Adjustment Voucher (Form 02-049) 
to record a transfer of principal and interest 
obligations from the old to the new loan number.

new loan funds may be added to the new loan number

adjustment voucher (AV) is forwarded to Juneau, 
Division of Finance on a weekly basis



Loan clerk files a copy of the L ' in borrower(s) Loan 
file.

Loan clerk files an Amendment of Financing Statement, 
standard Form UCC-3 as appropriate for loans with 
recorded Financing Statements.

Loan clerk amends refinanced loan documents with new 
loan number, new loan terms, additional funds 
disbursed, etc., including:

borrower(s) ledger card 
loan resume 
original note

REPORTING AND RECONCILIATION

Transmittal of Receipts

Loan clerk prepares Transmittal of Receipts (Form 
02-037) on pre-numbered, four-part form on a weekly 
basis, as a minimum.

loan clerk summarizes information from Loan 
Accounts Receipt Journal for the periods since 
last transmittal

loan clerk copies applicable Receipt Journal pages

loan clerk copies bank receipts for deposits made, 
and any bank collection notices received for the 
period

loan clerk ensures that the total of Transmittal 
of Receipts equals the Receipt Journal pages and 
the bank receipts or bank notices enclosed as 
support

loan clerk copies completed transmittal and 
maintains as a temporary file copy in loan office 
files

loan clerk forwards all copies of transmittal and 
support documents to Juneau, Division of Finance
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Loan clerk replaces temporary copy of transmittal with 
goldenrod copy returned from Juneau and files by DT 
number.

Juneau applies Treasury Number (TR) and date 
entered on transmittal and returns goldenrod copy

Schedule of Cash in Treasury

Loan clerk maintains on a current basis a record and 
balance amount of cash in the treasury account.

transactions are reflected as processed by ARLF

bank deposits are reflected as they are made, from 
the validated bank deposit slips

requests for warrants are reflected when the 
disbursement voucher (Form 02-050) is processed

additional expenditures, other receipts, and 
adjustments are reflected as processed, and are 
obtained from monthly Receipts and Expenditures 
Journals

Schedule of Accrued Interest

Loan clerk prepares a Schedule of Accrued Interest at 
the end of each month.

loan clerk reviews each active loan in ledger tray 
and calculates accrued interest on each loan to 
the end of the month

schedule identifies for each active loan 
Name of Borrower 
Principal Balance 
Accrued Interest

accrued interest is calculated from the principal 
loan balance based on the number of days in the 
period and the loan interest rate, in the same 
manner as allocation of a loan payment
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total balance of loans outstanding on the schedule 
is verified to ledger cards by preparing 
calculator tape of ledger cards and comparing

any discrepancies are resolved by loan clerk

Periodic Financial Reports

Loan clerk prepares monthly financial reports including 
balance sheet, cash flow statement, and income 
statement from ARLF records.

Income Statement

income information for the Income Statement is 
obtained from the total of interest paid on loan 
balances for the month from the Loan Accounts 
Receipt Journal

expense items are obtained•from the Monthly 
Expenditure Journal from Juneau, reflecting 
administrative and operating expenditures

operating income is calculated by subtracting the 
total of administrative and operating expenses 
from the total of all income

Balance Sheet

current asset amounts are obtained as follows:

Cash in Treasury 

Cash in Treasury

from the General Ledger 
provided by Juneau
from the total of all
Transmittal of Receipts 
not posted by Juneau

Loans in Process 
Repossessed Property-

ARLF loan office listing 
total of previous period 
plus additions from loan 
administrator records

Loans Oitstanding from ARLF resume
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liabilities amounts are obtained as follows:

total assets and total liabilities and 
capitalization are calculated and compared

total amounts are balanced and discrepancies are 
resolved by the loan clerk as necessary

Cash Flow Statement

opening balance of cash in account is obtained 
from previous period cash flow statement

additional general fund appropriations amount is 
obtained from the loan administrator

cash received from operations is obtained from the 
Loan Accounts Receipt Journal for the period

for disbursements, the total of loans issued is 
obtained from the Loan Accounts Receipt Journal 
for the period

administrative costs paid during the period from 
the ARLF account is obtained from the monthly 
Expenditures Journal from Juneau

the total of disbursements against the ARLF 
account for the period is subtracted from the 
total of the funds available

at the beginning of the period plus additions to 
the account due to operations for the period

the net cash amount calculated is balanced to 
actual account balance in the bank reconciliation

Capitalization

Due to Accounts

Retained Earnings

total of previous period 
plus additions/subtrac­
tions from ARLF records 
total from previous 
period plus amount 
calculated on income 
statement for the period 
total amount from 
previous period plus 
additional appropriations 
to ARLF

process
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discrepancies are resolved by loan clerk by review 
of ARLF records and Juneau reports

Bank Reconciliations

Loan clerk (C) receives bank statement in mail from 
bank on a monthly basis and reconciles to ARLF records.

loan clerk (C) verifies deposits on bank statement 
to validated bank deposit slips maintained in 
deposit book

loan clerk (C) verifies that all deposits in the 
period are reflected

loan clerk (C) resolves discrepancies with the 
bank for deposits not reflected

loan clerk (C) resolves with bank or appropriate 
authority any deposits reflected on the statement 
for which ARLF does not have a validated deposit 
slip

loan clerk compares checks reflected on the bank 
statement to the record of checks drawn against 
the account by the Department of Revenue, Division 
of Treasury and listed on monthly Expenditures 
Journal

loan clerk lists and totals all checks drawn 
against the account and not reflected on the bank 
statement

bank account is reconciled by starting with the 
account balance reflected on the statement, adding 
deposits not reflected and subtracting outstanding 
checks

calculated balance is compared to the cash account 
balance maintained by ARLF loan clerk

discrepancies are resolved by loan clerk

a copy is made of the bank statement, 
reconciliation schedules, and appropriate 
documents and forwarded to the Division of 
Treasury, Juneau
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Monthly Revenue and Expenditures Journals

Loan clerk obtains on a monthly.basis from Division of 
Treasury, Juneau, monthly Revenue anc Expenditures 
Journals.

Loan clerk balances total revenues on Journal to the 
transmittal of receipts forwarded for the period.

revenues that are not reflected on the Journal but 
which have been forwarded by transmittal of 
receipts are either in-transit or lequire further 
follow-up

in-transit revenues are those forwarded by ARLF on 
a transmittal of receipts dated after the journal 
cut-off date

revenues forwarded on a transmittal of receipts 
within the cut-off period for the journal but not 
listed, are discrepancies and are identified by 
the loan clerk through contact with Juneau or 
appropriate authority

Loan clerk balances total expenditures for warrants on 
Journal to total of warrants requested from 
Disbursement Vouchers (Form 02-050) .

amount reflected on Journal for warrants drawn are 
compared to warrants requested from Disbursement 
Vouchers

warrant amounts not reflected on Journal are 
identified as either outside the Journal period 
and thus in-transit, or are within the period and 
are discrepancies

discrepancies are resolved with Juneau or ARLF by 
loan clerk

Loan clerk balances administrative and other 
expenditures to amounts shown on the Journal.
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Loan clerk initials and dates Journals when revenues 
and expenditures are verified to ARLF records.

Loan clerk files Journals in loan office records files.

State of Alaska 
General Ledger

Loan clerk receives month end General Ledger reports 
from Juneau on a monthly basis.

Loan clerk reconciles amount reflected on General 
Ledger to ARLF records for the account total of loans 
outstanding.

balance in loans outstanding account is verified 
by taking balance from the resume and subtracting 
loan principal payments reflected on transmittal 
of receipts (Form 02-037) forwarded to Juneau, but 
not yet posted

adjustments made to loan accounts on adjustment 
vouchers (Form 02-049) are reflected as required

discrepancies are resolved with ARLF records or 
Juneau as required

discrepancies not resolved are brought to the 
attention of the loan administrator

Loan clerk initials and dates balance amount in loans 
outstanding account on general ledger when verified.

Loan clerk reconciles amount reflected on general 
ledger to ARLF records for the account cash with 
treasury.
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ARLF record of cash on hand in the Treasury 
maintained by loan clerk is compared to amount 
reflected on general ledger

cash receipts not reflected in the general ledger 
balance are added to this amount and are obtained 
from Transmittal of Receipts forwarded to Juneau

cash expenditures not reflected on the general 
ledger are subtracted from the amount shown, and 
are obtained from Disbursement Vouchers (Form 
02-050) processed and not reflected, 
administrative and operating expenses paid and not 
reflected, and any adjustments to the account

discrepancies between ARLF records of cash and the 
general ledger are resolved with appropriate 
authority

discrepancies not resolved are brought to the 
attention of the loan administrator

Loan clerk initials and dates cash balance amount on 
the general ledger when verified.

Loan clerk files general ledger in loan office files.

Loan clerk reconciles all other accounts on the general 
ledger report provided by Juneau to ARLF records on a 
semi-annual basis.

Loan administrator and loan clerk prepare calculations 
to support an allowance for uncollectible accounts on 
an annual basis at year end.

information prepared in forwarded to the Division 
of Finance, in Juneau
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PAYMENT RECEIPT AND RECORDING 

WASILLA OFFICE

LOAN CLERK A:

Opens mail and separates payment transmittals from 
Delta.

Date stamps Payments Received Listing on top of page as 
received.

Routes stamped transmittals from Delta to loan clerk 
(B) .

Opens mail and separates checks received by ARLF in 
payment of loan(s).

date stamps all checks and money orders received 
on the reverse side, as received

stamps endorsement on all checks and money orders 
on reverse side with 

ARLF
For Deposit Only To
Account No. ( )

Prepares a Payments Received Listing immediately after 
stamping checks and money orders, listing:

Name of Payee/Borrower(s)
Date Payment Received 
Amount Received
Loan Account Number (if indicated with payment)

Routes on a daily basis, stamped and endorsed payments 
and Payments Received Listing to loan clerk (B).
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LOAN CLERK B:

Receives from Loan Clerk A -

transmittals from Delta office

endorsed payments and Payments Received Listing 
from Wasilla

Prepares a bank deposit slip (in duplicate) from checks 
and money orders from Delta office.

prepares a calculator tape of checks and money 
orders and indicates total on deposit slip

verifies that tape total and total on Payments 
Received Listing'provided by Delta are the same

reconciles any differences with Delta office

informs loan administrator of any differences not 
reconciled

maintains a separate deposit book with duplicate 
copies of deposit slips for Delta payments

Prepares bank deposit slip (in duplicate) from checks 
and money orders from Wasilla office.

prepares a calculator tape of checks, and 
indicates total on deposit slip

prepares a calculator tape of Payments Received 
Listing, and indicates total on the form

verifies that tape totals are the same, and 
initials form beside total, to indicate 
verification and reconciliation

Obtains all cash envelopes from Wasilla office safe and 
includes on deposit slip as a total amount.

lists all cash payments received on Payments 
Received Listing from receipts



prepares calculator tape of cash on Payments 
Received Listing and notes total on form

prepares a calculator tape of receipts attached l:c> 

envelopes

counts cash, notes total on deposit slip, and 
compares to calculator tapes

verifies that tape totals are the same, and 
initials depost slip copy beside cash total to 
indicate verification and reconciliation

Maintains copy of deposit slip in deposit book as 
temporary file copy.

reconciles all discrepancies in two tape totals, 
or informs loan administrator if unable to 
reconcile

files Payments Received Listing in loan office 
file by date

loan clerk or loan administrator takes checks, 
cash, etc., and deposit slips to bank and obtains 
validated deposit slips (Wasilla and Delta 
payments)

staples validated deposit slips to second copy of 
deposit slip-listing retained in deposit books 
(Wasilla and Delta)



i
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LOAN CLERK C:

Prepares Loan Payment Worksheet and allocates 
borrower(s) loan payments amounts to principal and 
interest.

on a weekly basis, obtains Payments Received 
Listing from file

obtains individual borrower ledger cards (Form 
10-352) from ledger tray for each borrower on 
Payments Received Listing

from the Payments Received Listing obtain 
information and insert on Loan Payment Worksheet 

Name of Borrower(s)
Date Payment Received (Day Number)
Amount Received
Loan Account Number (if available)

for borrower(s) making payment on more than one 
loan, list borrower(s) name and gross payment 
amount once on a single line

separate gross amount on subsequent lines of 
worksheet

balance the total of worksheet payment amounts of 
total of Payments Received Listing, and check-mark 
to indicate verification from individual borrower 
ledger cards, obtain loan account number and 
insert on worksheet

also obtain and insert on worksheet

Date (Day Number) on Last Payment 
Interest Rate of Loan •
Principal Balance Forward

calculate for each payment the days between 
payments by subtracting day number of previous 
from day number of current payment, and apply to 
worksheet

divide annual interest rate by 365 days to obtain 
daily interest rate

multiply daily interest rate by number of days 
between payments
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multiply by principal balance outstanding to equal 
interest application amount, and insert on 
worksheet

determine if payment was mailed or received later 
than 15 days after due date

f or late payments on loans made after July 1,
1979, loan clerk calculates a delinquency penalty

penalty amount is calculated as 7% of the 
delinquent payment amount due, and is charged to 
loan payment prior to allocating payment amount to 
principal in accordance with AS 03.10.030(e)

subtract interest application and penalty 
application amounts from total loan payment to 
obtain application to principal amount

subtract application to principal amount from 
principal balance forward to obtain new principal 
balance and insert amount on worksheet

after all loan payments have been allocated and 
worksheet is complete, prints POSTED on top of 
Loan Payments Received Listing and initials

files Loan Payments Received Listing in loan 
office files in dedicated folder

Prepares official receipt for payments and records 
payments on individual borrower ledger cards (Form 
10-352) and on Loan Accounts Receipts Journal 
simultaneously using "one-write" system

information recorded from worksheet includes 
receipt number, amount received, days calculated 
between payments, interest applied, principal 
applied, penalty applied, balance of loan

prepares calculator tape of loan balances of 
borrower ledger cards posted above

prepares a calculator tape of worksheet principal 
balances calculated

compares calculator tape and ensures equal amounts 

reconciles any differences in amounts encountered



I
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when ledger cards and worksheet balance, writes 
POSTED at top of worksheet and initials

files worksheet in dedicated loan office folder

files ledger cards in ledger tray alphabetically 
by borrower nane

Subtotals (in pencil) all categories posted on the 
Accounts Receipts Journal for each period posted.

mails official receipts to borrower(s)

Calculates page totals for each completed page and 
reconciles across: total amount received equals total
interest and total principal applied.

Check-marks each page below .number for these categories 
when verified.



X -

LOAN ADMINISTRATOR:

Verifies cash handling procedures on a monthly basis.

verifies that total on tape of cash receipts 
equals the total on the deposit slip and on the 
Payments Received Listing

verifies that total on tape of checks and money 
orders equals the total on the deposit slip an on 
the Payments Received Listing

initials deposit slip beside cash total or check 
totals if amounts are equal

initials Payments Received Listing beside cash 
total or check total if totals are equal

obtains explanation of any discrepancies from loan 
clerk (B) and reconciles.



<

Document Period Held

Borrower Ledger Cards

Loan Accounts Receipt 
Journal

Late Payment Schedule

Payments Received Listings

Receipt Books

Deposit Books

Loan Payment Worksheet

Borrower Loan Files Closed

Transmittal of Receipts

Schedule of Cash in 
Treasury

Schedule of Accrued 
Interest

Periodic Financial Reports

SECTION X

RECORDS RETENTION SCHEDULE

X - 35

Disposition
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RECORDS RETENTION SCHEDULE (continued)

Document Period Held

Bank Reconciliations

Revenue and
Expenditures Journals

General Ledger Reports

SECTION X (continued)

Disposition
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AGRICULTURAL REVOLVING LOAN FUND

Date

Re:

Name
Address

a

Dear

Thank you for your interest in the Agricultural Revolving Loan 
Fund and the services we provide to Alaskans.

I have enclosed some general information about the Agricultural 
Revolving Loan Fund and our activities.

Please feel free to contact me or loan fund personnel if you have 
any questions or would like more information about us.

Sincerely,

Enclosures
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Date

Re:

Name ^
Address

Dear

Thank you for your interest in the Agricultural Revolving Loan 
Fund and your request for a Loan Application Package.

I have enclosed the following:

* Loan Application Package

*

*

Please feel free to contact loan examiners in these locations if 
you have any questions:

* Harley G. Olberg, P.O. Box 268, Delta Junction, Alaska 
99737 895-4921

* David E. Owen, P.O. Box 1256, Wasilla, Alaska 99687 
376-3276

* Douglas L. Jacobson, P.O. Box 1256, Wasilla, Alaska 99687 
376-3276

Sincerely,

AGRICULTURAL REVOLVING LOAN FUND

Enclosures



AGRICULTURAL REVOLVING LOAN FUND

INITIAL PERSONAL CONTACT FORM

Name of Individual ___________________________________

Mailing Address _________________________________ •

Telephone Number _____________________________________

Method of Contact:

Telephone ____________ In Person

Date of Contact: _____________________________________

Nature of Interest/Inquiry _________________________

Disposition:

Route to Loan Examiner/Administrator
Check/Initial

Form Letter/Brochures/Loan App._______________________
Date Sent

Loan Clerk Initials ___

Loan Examiner/Administrator Follow-Up: 

Date: ___________________
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AGRICULTURAL REVOLVING LOAN FUND 

Date

Re: Loan Application Package

Name
Address

Dear

This is to confirm that we have received your 

Loan Application Package on ____
Date 

Loan Documents
Date

Review of your Application Package indicates that:

  the Package appears to be complete and has been '
assigned to the following loan examiner for further 
review:

Name Location

the Package appears to be incomplete for the following 
reasons:

Hissing Documents 

Form Not Signed _

Non-Alaskan Resident

Your application package is being maintained in our PENDING files 
awaiting the necessary documents.
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If you have any questions regarding your Application Package or 
our review process, please feel free to contact:

Name Location

Telephone

Mailing Address

Sincerely,
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AGRICULTURAL REVOLVING LOAN FUND 

Date

Re: Notification of Loan Board Decision

Name
Address

Dear

This is to inform you that your request for loan was reviewed by 
the Loan Board of the Agricultural Revolving Loan Fund at its 
meeting on ________________________________ .

The decision of the Loan Board was to:

Approve your loan request. Contact your loan examiner 
for instructions for Closing.

Approve your loan request with the following changes or 
additional requirements:

Hold your loan request in our PENDING file until 
additional conditions are met or information is 
provided.

Contact your loan examiner for more information
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  Disapprove your loan request. Contact your loan
examiner for more information.

If you have any questions regarding your loan application or the 
decision of the Loan Board, you may contact your local Loan 
Examiner.

Sincerely,



AGRICULTURAL REVOLVING LOAN FUND

Date

Re:

Name
Address

Dear

Thank you for your interest in the Agricultural Revolving Loan 
Fund and the services we provide to Alaskans.

I have enclosed some general information about the Agricultural 
Revolving Loan Fund and our activities.

Please feel free to contact me or loan fund personnel if you have 
any questions or would like more information about us.

Sincerely,

Enclosures



AGRICULTURAL REVOLVING LOAN FUND

Date

Re:

Name
Address

Dear

Thank you for your interest in the Agricultural Revolving Loan 
Fund and your request for a Loan Application Package.

I have enclosed the following:

* Loan Application Package

*

*

Please feel free to contact loan examiners in these locations if 
you have any questions:

* Harley G. Olberg, P.O. Box 268, Delta Junction, Alaska 
99737 895-4921

* David E. Owen, P.O. Box 1256, Wasilla, Alaska 99687 
376-3276

Sincerely,

Enclosures



AGRICULTURAL REVOLVING LOAN FUND

INITIAL PERSONAL CONTACT FORM

Name of Individual __________________________________

Mailing Address   _______________________________

Telephone Number _____________________________________

Method of Contact:

Telephone ____________ In Person

Date of Contact: _____________________________________

Nature of Interest/Inquiry _________________________

Disposition:

Route to Loan Examiner/Adminsitrator
Check/Initial

Form Letter/Borchures/Loan App. ______
Date Sent

Loan Clerk Initials ___________________________________

Loan Examiner/Administrator Follow-Up:

Date:



AGRICULTURAL REVOLVING LOAN FUND

Date

Re: Loan Application Package

Name
Address

Dear

This is to confirm that we have received your 

Loan Application Package on ____
Date

Loan Documents _____________
Date

Review of your Application Package indicates that:

the Package appears to be complete and has been 
assigned to the following loan examiner for further 
review:

N a m e L o c a t i o n

the Package appears to be incomplete for the following 
reasons:

Missing Documents 

Form Not Signed _

Non-Alaskan Resident

Your application package is being maintained in our PENDING files 
awaiting the necessary documents.



If you have any questions regarding your Application Package or 
our review process, please feel free to contact:

Name Location

Telephone

Mailing Address

Sincerely,



AGRICULTURAL REVOLVING LOAN FUND

Date

Re: Notification of Loan Board Decision

Name
Address

Dear

This is to inform you that your request for loan was reviewed by 
the Loan Board of the Agricultural Revolving Loan Fund at its 
meeting on ________________________________ .

The decision of the Loan Board was to:

  Approve your loan request. Contact your loan examiner
for instructions for Closing.

  Approve your loan request with the following changes or
additional requirements:

Hold your loan request in our PENDING file until 
additional conditions are met or information is 
provided.

Contact your loan examiner for more information



Disapprove your loan request. Contact your loan 
examiner for more information.

If you have any questions regarding your loan application or 
decision of the Loan Board, you may contact your local Loan 
Examiner.

Sincerely,



AGRICULTURAL REVOLVING LOAN FUND

LOAN APPLICATION PACKAGE

INDEX

1. POLICIES AND PROCEDURES FOR LOANS

2. LOAN DOCUMENTS CHECK LIST

3. LOAN APPLICATION AND FUNDS REQUEST

4. LETTER OF INTENT AND LOAN USE

5. LONG-TERM BORROWING PLAN

6. CASH FLOW PROJECTIONS

7. LOAN REPAYMENT PLAN

8.. LIST OF COLLATERAL

9. PRODUCT MARKET STATEMENT

10. PERSONAL RESUME AND PRODUCTION RECORDS

11. CURJRENT FINANCIAL STATEMENTS

12. INCOME TAX RETURNS

13. AUTHORIZATION FORMS TO VERIFY FINANCIAL INFORMATION

14. AUTHORIZATION FORMS TO VERIFY CREDIT BACKGROUND



SECTION 1 POLICIES AND PROCEDURES FOR LOANS

LOAN PURPOSES

The Alaska Agricultural Loan Act (AS03.10), established in 
1953, is designed to promote the more rapid development of 
agriculture as an industry throughout the State by means of 
long-term , low-interest loans.

Five types of loans are available to qualified individuals 
and groups for agricultural purposes:

1. Farm Development Loans for the purchase of land, land 
clearing, construction of farm buildings, and 
processing plants.

2. Chattel Loans for the purchase of livestock and 
equipment.

3. Short-term loans for seed, feed, fertilizer, 
harvesting, planting, and other general farm 
operations.

4. Irrigation loans for irrigation systems equipment only.

5. Farm product processing loans.

ELIGIBILITY

Loans may be made to individual farmers, homesteaders, 
partnerships or corporations composed of farmers and/or 
homesteaders.

To qualify for funds, applicants must provide proof of 
current Alaska residency.

A borrower must provide a statement of farm and other 
business experience with evidence of necessary related skills and 
training.

A borrower may not use farm land for a non-farm use or sell, 
lease or otherwise dispose of farm land if that land is 
encumbered by a mortgage given to secure the payment of a loan.



INTEREST RATES

Interest rates on all loans will be calculated on the unpaid 
loan balance at or not to exceed the maximum legal limit as 
prescribed in Alaska Statutes.

TERMS 

Loan Type

Farm Development Loan 

Chattel Loan

Short Term Loan

Irrigation Loan

Farm Product Processing 
Loan

Maximum Loan 

$500,000 

$300,000

$ 200,000
Negotiated

$2,500,000

Maximum Life

Up to 30 years

Up to 7 years 
or useful life 
of chattel

Up to 1 year

Up to 10 years

Up to 30 years

COLLATERAL

All loans must be secured by adequate collateral, which is 
subject to appraisal by the Agricultural Revolving Loan Fund 
(ARLF) or an outside appraiser. Eligible collateral may include 
land, buildings, machinery, equipment, crops or livestock.

Fire and collision coverage is required on machinery, 
equipment, and buildings used as collateral on ARLF loans naming 
ARLF as loss payee.

APPLICATION PROCEDURES

Application for loans must be made on forms prescribed by 
ARLF and must include submission of items required as listed on 
the Loan Documents Checklist.

Completed applications will be submitted to the Loan Board 
for review. All applicants will be notified in writing of the 
decisions of the Board.



SECTION 2 LOAN DOCUMENTS CHECKLIST

The following documents are required in order to process 
your loan application in a timely manner.

Loan application and funds 
request

Letter of intent and loan use

Long-term borrowing plan

Cash flow projections

Loan repayment plan

List of collateral

Product market statement

Personal resume and production 
records

Current financial statements

Income tax returns

Authorization forms to verify 
financial information

Authorization forms to verify 
credit background



SECTION 3 LOAN APPLICATION AND FUNDS REQUEST

Dace

1. Personal Data

Name _______________________________________________

Address

Birth Date

Telephone: Bus.

R e s .

Form of Business: Sole Proprietorship

Partnership ________

Joint Venture 

Corporation

If Partnership, List Partners

If Joint-Venture, List Those Involved



If Corporation, List Officers

Date Incorporated: __________ Location:

Social Security or
IRS Employer Identification Number:

Alaskan Resident: Yes____  No____  Years ____

Spouse Name ______________________ Birth Date__________

Children Names Birth Dates

2. Summary of Loan Requests

Short Farm
Type Term Chattel Development Irrigation

Product
Processing

Purpose _____________

Amount of Each ____

Total Time to Repay



Repayment Plan

Collateral

3. Summary of Agricultural Experience

Total
Farming/Agricultural Experience: Years

Current Experience

Years Current Farm or Facility Operated

Location

I (We) the undersigned certify that the representations and 
statements on this loan application and other loan documents are 
true and correct to the best of my (our) knowledge. False or 
misleading statements may be cause for rejection of this 
application.

Date Signed _____________________  Signature

Title

Corporate Seal:



SECTION 4 LETTER OF INTENT AND LOAN USE

Describe in detail how you plan to use the borrowed funds 
and the required timing for receipt of funds:

Us e :

Timing of Use:



SECTION 5 LONG-TERM BORROWING PLAN

Provide a detailed plan of your long-term borrowing needs, 
indicating:

Current borrowing request.

Future borrowing needs.

* Type of Loan Request
* Projected Date Funds Needed
* Amount of Funds Required
* Purpose of Loan Funds



SECTION 6 CASH FLOW PROJECTIONS

Each applicant must provide a detailed projection of the 
cash flow from the farm or project for the following year using 
the form supplied.

In addition, the applicant must prepare an Income Statement 
projecting income and expenses for the total years of the loan.



ANNUAL 

OPERATING BUDGET
A N D

CREDIT PLAN

Nam e



SECTION I— FERTILIZER AND OTHER CROP COSTS

Crop to 
be grown

Field

Yield
Total

Production

Fertilizer Seed Chemicals

No. Acres Analysis Rate/
Acre

Total Variety Quantity Kind Rate/
Acre Total

1

2

3

4

5

6

7

8

9

10

Summary— Fertilizer and Other Crop Costs

Fertilizer Seed Chemicals
Power 

and Machinery

Analysis Requirement
When
Needed Cost Requirement

When
Needed

Cost Requirement
When
Needed Cost Requirement Cost

11
$ 5 $ $

12

.3 .
•

14

15

16

17

18 Total 5 Total S Total $ To 3l $

COMMENTS:

L



. 1

' 2

3

4

5

6

7

3

9

10

11
12
13

14

15

16

SECTION II— CROP USAGE AND FEED REQUIREMENTS

Crop
Beginning
Inventory

Production
Purchases

Total
Farm Use 

(Feed and Seed)

Sales Ending
InventoryQuantity Mo. Quantity Mo.

-

Livestock
Kind

Livestock Inventory Corn bu. Supp.
Tons

Hay
TonsBeginning Ending ' Old New

Total Feed Requirements



SECTION III— LIVESTOCK PLAN

Kind

Begin. Inventory Purchases
Raised
No.

Sales Ending Inventory

No. Value Cap. or 
Op. No. Cost Mo.

Cap. or 
Op.

No. Value Mo. No. Value

1
S $ S S

2

3

4

5

6 •

7

8

9

10

11

12

13

14

15 1

16

17

18

19 •

20

COMMENTS:



SECTION I V - O o H  f lO W  SIICCT

OPERATING RECEIPTS
1. C i ops

2. Livestock end 
livestock p.-CdjCts

3. Other

.Iut.1t

/
1

Jjn

1

Mir A i *

1

u »#

“  I

h d  1 • t •. ,

4. Total 0;e:j: ‘j .*;:i

CAPITAL SALES 
5. Livestock (dairy, breeding)

6. Machinery and equipment

7. Total Capital Sales

OPERATING EXPENSES 
8. Hired labor

9. Feed purchased

10. Seed and plants purchased

11. Machine hire

12. Repairs— machinery

13. Repairs— buildings, 
tile, fence

14. Livestock Expenses 
(breeding, veterinary, 
medical)

15. Fertilizer and lime

16. Gasoline, fuel, oil

17. Taxes (real estate, 
machinery, etc.)

18. Insurance (fire, wind­
storm, liability, etc.)

19. Auto (farm share)

20. Electricity and telephone

21. Rent

22. Other farm expenses

23. Feeder livestock purchase

24. Total Operating Expenses

CAPITAL EXPENDITURES 
25. Livestock

26. Machinery

27. Buildings, fence, 
tile, etc.

28. Total Capital Expenditures



SECTION V— FAMILY BUDGET
Total Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec.

29. Food and household 
operating

30. Household equipment 
and furniture

31. House repairs and rent

32. Clothing and personal

33. Entertainment, recreation 
and education

34. Medical care and drugs

35. Contributions

36. Auto (personal share)

37. Other

38. Total Family Expenditures

39. Life insurance

40. Additions to savings 
and investments

41. Income tax and 
social security

42. Nonfarm business 
expenses

•

43. Total Investments and 
Nonfarm Business 
Expenses

44. Total Family and Nonfarm 
Business Expenses

r rs
y



Name_____________________________________________________ 19

SECTION VI— BUDGET SUMMARY
Total Jan. Feb. M ar. Apr. M ay June July Aug. Sept. Oct. Nov. Dec.

RECEIPTS
4 5 . O perating (lin e  4)

46. C ap ital sales (lin e  7)

47 . O ther incom e

48 . Total Receipts (lin e s 
4 5  1-46 +  4 7 )

TH IS YE A R 'S  O B LIG ATIO N S 
49. O perating expenses 

(lin e  2 4 )

50. C apital expenditures 
(lin e  2 8 )

51. F a m ily  and n o n la rm  
business (lin e  4 4 )  •*

52. Debt paym ent
previous ye ar's Principal
obligations & interest

53. Total T h is  Year's 
O bligations

54. Cash deficit o r surplus 
(lin es 4 8 - 5 3 )

55. Balance beginning o f 
period .

56. Total available  dollars 
(lin e s 5 4 +  5 5 )

57. Borrowing necessary to  
m a in ta in  $ 

m in im u m  balance

58. Debt paym ent
th is  year's Principal
borrowings & interest

59. Balance End o f Period

60. A ccum ulated Borrowings 
This Year



SECTION VII— PROJECTED PROFIT AND LOSS STATEMENT

Period Covered:______________19_____ Through______________19.

Gross Income from Sale of Livestock and Livestock Products (Section IV, line 2) .... $___________

Gross Income from Sale of Crops (Section IV, line 1 ) ............................. $___________

Other Income from Farming (Section IV, line 3 ) .................................  $___________

Total Gross Receipts from Farming (Section IV, line 4 ) .......................................  $______

Total Cash Operating Expenses (Section IV, line 24, plus interest expense, Section VI, lines 52 and 58.) $______

Net Cash Income from Operation...........................................................  $______

Adjustment for Net Change In Inventory________________________________±$___________

Net Operating Profit......................................................................  $______

Adjustment for Net Change in Capital Items_____________________________±$___________

Projected Profit (Loss) from Operation .....................................................  S

DISTRIBUTION OF PROFITS (ESTIMATED) 

Family Living $ ----------  Income Tax $_

Debt Reduction

Business Reinvestment and Savings



SECTION 7 LOAN REPAYMENT PLAN

Each application must prepare a detailed plan showing 
repayment of loan funds from the projected farm or project cash 
flow.

Data for this form is from the cash flow projection in 
Section 7 using the same time frame as requested in the Repayment 
Plan and Total Time to Repay, Section 3.2.

FOR EXAMPLE: If Time to Repay is requested for 1 year, and
Repayment Plan requests equal monthly payments, the Loan 
Repayment Plan should be based on monthly revenues, expenses, and 
payments. If the Repayment Plan requests equal quarterly 
payments, the Loan Repayment Plan would appear as follows:

Qtr 1 Qtr 2 Qtr 3 Qtr 4

Net Cash Income Projected
from Operations $________  _________  _________  _______

(Budget Summary lines 48-53)

Le ss:
Loan Payments _________  _________  _________  _______

Cash Available from 
Operations $



All loans must be secured by adequate collateral; list
property to be used to secure loan funds.

REAL ESTATE Is this property owned? Yes _____  No

Legal Description ______________________________________

Location ________________________________________________

Acres _________________  Appraised Value______________

Date Last Appraised ___________________________________

Liens ____________________________________________________

Equity Value ____________________________________________

Mortgage Holder ________________________________________

BUILDINGS

Description _____________________________________________

Location ________________________________________________ .

Appraised Value   Date Last Appraised________

Liens ____________________________________________________

Equity Value ____________________________________________

SECTION 8 LIST OF COLLATERAL

Mortgage Holder



I

Description _____________________________________________

Location ____________________________________ ____________

Condition - Age ________________________________________

Appraised Value ____________ Date Last Appraised_______

Liens _____________________________________________________

Equity Value ____________________________________________

Note Holder _____________________________________________

OTHER SECURITY

Item Equity Value

MACHINERY - EQUIPMENT



Describe the following in detail:

The product(s) resulting from use of loan funds.

SECTION 9 PRODUCT MARKET STATEMENT

The markets for the product(s), including any written 
committments, if available.



SECTION 10 PERSONAL RESUME AND PRODUCTION RECORDS

Each applicant must possess previous farm or business 
experience and provide a business history as evidence of the 
necessary skills and training. A business history must be 
provided for all persons owning 10 percent or more of the 
business entity.

PERSONAL RESUME

Outline your personal agricultural experience (total equal 
to years in Section 3.3).

CURRENT:

Years Current Farm/Facility Operated

Location

Acres Total

Tillable ______

Other (Specify)



Owned

Mortgage Holder 

Annual Payments

Leased

Landlord: Name

Address

Lease Expires 

Annual Rent

Major Projects Sold

Contracts for Sale of Products

Previous Other Farming or Agricultural Experience - 

Name Years Product Size



Briefly outline any other previous business experience.

REFERENCES

Trade ____________________________________________________

(Name)

(Address)

(Telephone)

Trade ____________________________________________________

(Name)

(Address)

(Telephone)



Personal (3) (other than relatives)

(Name)

(Address)

(Telephone)

(Relationship)

(Name)

(Address)

(Telephone)

(Relationship)

(Name)

(Address)

(Telephone)

(Relationship)



SECTION 11 CURRENT FINANCIAL STATEMENTS

Each applicant will provide financial statements, includin 
balance sheet and profit and loss statement, for the preceding 
year of operation.

The following Financial Statement form is to be used for 
this purpose.



SECTION II— FINANCIAL STATEMENT

Financial Statement of:

Na,

Ai
I apae _ 

(  •«

Major Enterprise(s). 

Statement Date___ .19.

TO:

ASSETS

C U RRENT 

Cash on Hand

Cash on Deposit (8ank------------

Notes Receivable 

Accounts Receivable 

Livestock Held for Sale 

'”■** • Crops Held for Sale and Feed

Cash Investment in Growing Crops 

Securities ‘(Marketable)

Cash Surrender Value 
of Life Insurance

J

(Sched. A) 

(Sct.ed. A) 

(Sched. B) 

(Sched. C) 

(Sched. C) 

(Sched. D)

(Sched. E)

Other (Specify).

TOTAL C U R RENT

LIABILITIES
C U R R E N T

Notes Payable to Our Bank (Sched. I) $.

Notes Payable to Relatives (Sched. I)

Notes Payable to Others (Sched. I)

Accounts Payable (Sched. I)

Portion of Intermediate-Term Debt 
Due Within 12 Months (Sched. J)

Portion of Long-Term Debt Due 
Within 12 Months (Sched. K)

Rent, Taxes, and Interest Due and Unpaid

Loans Against Cash Surrender Value of Life Insurance.

Other Debt Due Within 12 Months

TOTAL C U R R E N T  $_

INTERMEDIATE 

Autos and Trucks (Net)

Machinery and Equipment (Net) 

Breeding and Dairy Livestock 

Securities (Not readily marketable) 

O^-;. (Specify)----------------- -

F)

F)

(Sched. 

(Sched. 

(Sched. B) 

(Sched. D)

TOTAL INTERMEDIATE

INTERMEDIATE-TERM 

Notes Payable to Our Bank (Sched. J)

Notes Payable to Others (Sched. J)

Maturities of over 1 but under 10 years for 
other than seasonal needs— less portion 
applied to r jrrent liabilities.

TOTAL INTERMEDIATE-TERM

FIXED

Farmland

Farm Improvements (Net) 

Nonfarm Real Estate 

Household Furnishings 

Other (Specify)-----------

(Sched. G) 

(Sched. G) 

(Sched. H)

TOTAL FIXED

TOTAL ASSETS

LONG-TERM

Mortgages on Farm Real Estate 
(Less portion applied to
current liabilities) (Sched. K) J.

Mortgages on Other Real Estate 
(Less portion applied to 
current liabilities) (Sched. K)

Other (Specify)_______________________________  _

TOTAL LONG-TERM 

TOTAL LIABILITIES 

NET W O R T H *  

TOTAL LIABILITIES &  NET W O R T H

* N«t worth m u lt ln f  from upward revalua­
tion oi flxad atiats (J )

S.
5-
SL
i.

GENERAL INFORMATION

1. Insurance

a. Real and Personal Property----------

b. Liability----------------------------

c. Workmen's Compensation 

Other------------------

2. Taxes

a. Personal Property-------

b. Real Estate_____________

c. Income______________ .__

d. Other__________________

For the purpose of procuring and maintaining credit from time to L- 
time in any form whatsoever with the above-named bank, the C  
undersigned submit(s) the above Financial Statement as being 
a true, complete, and accurate statement of m y  (our) financial 
condition on the above date, and agree(s) that if any change 
occurs that materially reduces the means or ability of the un­
dersigned to pay all claims or demands against m e  (us), the '
undersigned will immediately notify the bank in writing; and '____
unless the bank is so notified, it may continue to rely upon the-' 
statement herein as a true, complete, and accurate statement 
of the financial condition of the undersigned.

Signed______________________________ Date:-------- 19

Certified by:



I

SECTION IV— PROFIT  AND LOSS STATEMENT

C
Statement of:_ 

Address. 

Prepared for:.

Period Covered:

________________ 1 9 ________ t h r o u g h ____

RECEIPTS

Gross from Sale of Livestock and Livestock Products (describe):

Units

L J s.

L j
Subtotal Livestock $

Gross from Sale of Crops (describe):

_________________  (________ 3 S.

J
Subtotal Crops $

Other from Farming (describe):

Subtotal Other $

o
Gross Receipts From Farming.........  ?_

Adjustments for Change in Inventory:

F**d

Beginning Inventory $ ____________ $.

Ending Inventory _

Net Change (±) $ ____________ $.

MarketUvattock Supp llti

(Plus If Increased, minus If dacrvasad)

OPERATING EXPENSES 

Feeder Livestock Purchased $.

Feed Purchased 

Hired Labor 

Fertilizer and Lime 

Pesticides

Seeds and Plants Purchased 

Machine Hire

Machinery Maintenance and Repairs 

Fuel and Oil

Livestock Expenses (breeding, veterinary, m e d’ :ne). 

Maintenance and Repairs (other than machiner •) . 

Rent and Leases 

Utilities (farm share)

Taxes and Insurance (farm share)

Farm Interest

Other Cash Expenses (specify):

Total Cash Operating Expenses............ ?_

Net Cash Income From Operation .........  S.

(-)$-

Net Operating Profit......................  ?.

. 1 9 .

Adjustments for Capital Items:
Machinery and Breading 

Equipment Liveatock Improvement*

Beginning Inventory___ $ ___________ $ _____________$__________

Plus: Purchases ___________  ___________  ___________

Less: Ending Inventory___________ _____________  ___________

Sales     _ _ _ _ _ ______

Net Change (±) $ ___________ $ _____________$__________ — ......................................... (-)$.

Profit (Loss) From Operation..............  $

Information Only
1 (we) hereby certify that the above is a complete and accurate

Depreciation taken this year:
statement of m y  (our) profit and loss record during the period 

shown to the best of m y  (our) knowledge and belief.

Machinery and Equipment S

Breeding Livestock 

Improvements
Signature(s)_________ ._____________________________________

Total

Annual Nonfarm Income:

e

$ Pafp. 19 _



SECTION III— SUPPORTING SCHEDULES

A. RECEIVABLES
Amount

CollateralFrom W h o m PresentOriginal

Notes

TOTAL

Accounts

TOTAL IS

B. LIVESTOCK

Description Total Value

Held for 
Breeding 
(Including 
Dairy)

C. CROPS
Value Per 

Unit
Total
Value

Description

Investment to DaAcres

Growing

D. SECURITIES
Present
Total
Value

Amount
OwedDescription Pledged

Marketable

Nonmarketable

E. LIFE INSURANCE (OWNED)
Present 

Cash Surrender 
Value

Amoun
Owed

Annual
Premium

Face
Value

PledgedInsuredCompany

C

0

c



H. NONFARM REAL ESTATE
Purchase
Cost

Present
Value

Cate
Purchased

Description

TermsBalance
Due

Original
Amount

Holder Collateral Repayment

Amount
Due

To W h o m

J. INTERMEDIATE-TERM LIABILITIES
Balance
Due

Original
Amount

Date
Originated

Holder Purpose

Total IS

All Other

Improvements

Total
Cost of 

Improvements
Accumulated
Depreciation

Present
Value

Notes

Accounts

S e c t i o n  I I I — S u p p o r t i n g  S c h e d u l e s  ( c o n t i n u e d )

F. MACHINERY A N D  EQUIPMENT (MAJOR ITEMS)

Auto and Truck

Article
Year

Purcnased
Accumulated
Depreciation

Present
Value

G. FARMLAND A ND IMPROVEMENTS 
Date 

Purchased

I. NOTES A N D  ACCOUNTS PAYABLE
Date

Originated

Repayment Arrangements

LONG-TERM LIABILITIES
Oate

Originated
Original
Amount

Balance Holder
Repayment

Arrangements

Total $

Total

Description

Structures)

Other

Purchase
Cost

Present
Value



SECTION 12 INCOME TAX RETURNS

Each applicant will provide copies of all federal and state 
income tax returns for ths? three preceding fiscal years, 
including Schedule C.



SECTION 13 AUTHORIZATION FORMS TO VERIFY FINANCIAL 
INFORMATION

Two authorization forms are provided in this package for 
ARLF verification of certain financial and banking information 
supplied by the applicant in the financial statement section.

Complete, sign, and date an authorization form for each 
major checking account, savings account, and loan shown on the 
financial statement. Include these forms with your completed 
loan application package.



AGRICULTURAL REVOLVING LOAN FUND 

AUTHORIZATION TO VERIFY FINANCIAL INFORMATION

AND

VERIFICATION OF BANK FINANCIAL INFORMATION

Authorization to verify financial information:

Name of Applicant ______________________________________

Address _________

Name of Bank 

Address

Type of Account
Account Number Date Opened Balance

Checking

Savings

Other

Loans:
Original Original Current

Type Date Balance Payments Balance Status



I have provided ARLF the financial information above in an 
application for funds. I authorize the above named bank to 
verify the accuracy of these statements directly to ARLF.

Signature of Applicant Date

BANK VERIFICATION OF FINANCIAL INFORMATION

The information provided above is essentially correct as of 
this date and accurately reflects the applicant's financial 
position with this institution.

Signature Title Date

The information provided above is correct with the following 
exceptions:

Signature Title Date



SECTION 14 AUTHORIZATION FORMS TO VERIFY CREDIT BACKGROUND

Three authorization forms are provided in this package for 
ARLF verification of the credit standing of the applicant. 
Include a form for trade or business vendors, banks, or other 
institutions with which yor now have or have had previous open 
accounts, loans, mortgages, or ether credit relationships.

Provide a completed authorization form for each creditor 
with the completed loan application package.

One form is provided for ARLF to verify applicant credit 
history with the appropriate credit bureau(s). Complete the 
personal information requested and sign and date the form 
provided.



CREDIT AUTHORIZATION

I authorize the creditor named below to release information 
to the Agricultural Revolving Loans Fund concerning the nature of 
my credit transactions, including:

NATURE OF TRANSACTIONS

AMOUNT OF CREDIT EXTENDED

TERMS AND CONDITIONS OF CREDIT EXTENDED

CURRENT BALANCE 

REPAYMENT RECORD

COMMENTS

Signature of Creditor Title Date



The information provided to ARLF by the above creditor is 
confidential and will be used by the agency for the sole purpose 
of evaluating a loan application.

Name of Creditor _____________________________________________

Account Number _______________________________________________

Address _______________________________________

Signature of Applicant Date



CREDIT AUTHORIZATION

I authorize the creditor named below to release information 
to the Agricultural Revolving Loans Fund concerning the nature of 
my credit transactions, including:

NATURE OF TRANSACTIONS

AMOUNT OF CREDIT EXTENDED

TERMS AND CONDITIONS OF CREDIT EXTENDED

CURRENT BALANCE 

REPAYMENT RECORD

COMMENTS

Signature of Creditor Title Date



Name of Creditor _____________________________________________

Account Number _______________________________________________

Address _______  _______________________

The information provided to ARLF by the above creditor is
confidential and will be used by the agency for the sole purpose
of evaluating a loan application.

Signature of Applicant Date



CREDIT AUTHORIZATION

I authorize the creditor named below to release information 
to the Agricultural Revolving Loans Fund concerning the nature of 
my credit transactions, including:

NATURE OF TRANSACTIONS

AMOUNT OF CREDIT EXTENDED

TERMS AND CONDITIONS OF CREDIT EXTENDED

CURRENT BALANCE 

REPAYMENT RECORD

COMMENTS

Signature of Creditor Title Date



Name of Creditor _____________________________________________

Account Number ________________________________________________

Address ______

The information provided to ARLF by the above creditor is
confidential and will be used by the agency for the sole purpose
of evaluating a loan application.

Signature of Applicant Date



CREDIT AUTHORIZATION

I authorize the creditor named below to release information 
to the Agricultural Revolving Loans Fund concerning the nature of 
my credit transactions, including:

NATURE OF TRANSACTIONS 

AMOUNT OF CREDIT EXTENDED
r

TERMS AND CONDITIONS OF CREDIT EXTENDED

CURRENT BALANCE 

REPAYMENT RECORD

COMMENTS

Signature of Creditor Title Date



Name of Creditor ________________

Account Number _______________________________________________

Address

The information provided to ARLF by the above creditor is
confidential and will be used by the agency for the sole purpose
of evaluating a loan application.

Signature of Applicant Date



The undersigned authorizes the named credit bureau,

Name _________________________________________________ .

A d d r e s s ________________________________________________ __

to release, in writing, such credit history as it may have in its 
files on the following individual(s ) :

N a m e _____________________________________________________

Date of Birth ___________________________________________

Current Mailing Address _______________________________

CREDIT BUREAU AUTHORIZATION

Previous Address(es)

Social Security Account Number ______________________

Marital Status __________________________________________

Spouse's Name ___________________________________________

Please return information promptly to:

Agricultural Revolving Loan Fund (ARLF)
P.O. Box 1256 
Wasilla, Alaska 99687 
ATTN: Loan Examiner

The information provided to ARLF is confidential and will be 
used by the agency for the sole purpose of evaluating a loan 
application.

Printed Name of Applicant Date

Signature of Applicant



STANDARD AGREEMENT FORM 
FOR PROFESSIONAL SERVICES CONTRACT_____________________________

This contract, vjhich is effective on ly  i f  it  is approved by the Department o f  Administration, is between the State o f  Alaska,
le o a r im cn t  ot

DEPARTMENT OF ADMINISTRATION

N a tu ra l Resources -  D iv is io n  o f  A g ric u ltu re  hereafter. The State, and
lancracto r

P ric e  Waterhouse & Co hereafter, the Contractor
■failing Address S treet o r  P. O. B o x C ity S ta te Z ip  C ode

101 West Benson B lvd , Anchorage A laska 99503
tlasxa B u sm en  License Num os r

010942
In te rna l Revenue Se rv ice Num be r

1 3 - 5 3 2 6 2 7 0

This is a contract fo r professional services. A S  44 . 37.  020 authorizes the State to make this contract. The parties to the contract 
agree as fo llow s:
ARTICLE 1. Appendices. Appendices referred to in this contract and attached to it are considered part of it.
ARTICLE 2. Performance of Services.

2.1 Appendix A, Articles 1 through 16, governs the performance of services under this contract.
2.2 Appendix B sets forth the services to be performed by the contractor.

ARTICLE 3. Period of Performance. The period of performance under this contract begins___________ J u l y  20 ,________ .198 1  .
and ends September 30___________ _ 19 8 1 . Performance may be extended for additional periods by the written
agreement of the parties.

ARTICLE 4. Consideration.
4.1 In full consideration cn the Contractor's performance under this contract, the State shall pay the Contractor in

accordance with the provisions of Appendix C.
4.2 When billing the State, the Contractor shall refer to the State Contract Number and send the billing to:

Department o l  _N atu ra l Resources Attn . Div is ion o f  A g ric u ltu re  -  Domonic Carney
Mailing Address ^  W a s i U a >  ^  9 g 6 g 7

C ONTRACTOR STATE •
Name o f  F i rm

P ric e  Waterhouse & Co
Depa rtmen t o r  Agency

N atu ra l Resources
Signature o f  Au tho r ized  Representative Signature o f  Ce r t i fy ing O f f ice r

Typed o r  Pr inted N ame o f  Au tho r iz ed  Representative
William C. Smart

Typed  o r  Prin ted Name o f  Ce r t i fy ing O f f i ce r
G eo ffrey  Haynes

Tit le
Partner-In-Charee

Tit le
Deputy Commissioner

APPROVAL BY THE DEPARTMENT OF ADMINISTRATION
NOTICE! This contract has no effect except as an offer by the Contractor until it is approved by the Department of Administration.

Signature o f  Au tho r iz ed  O f f ic ia l o f  the O epa r tm en t  o f  Adm in is t ra t ion □ate

Typed o r  Printed Name o f  Au tho r iz ing  O f f ic ia l T i t le

APPENDIX A
A rt ic le  1. D e l l n l l l o n s .  *

1.1. In this contract and appendices, "Certifying Oliicer" means the person who signs this contract on behall ot the Oepartment and Includes a successor or authorized 
representative.

1.2 "Department'' means the agency (or which this contract is to be performed and lor which the Certifying Qlticer octed In signing this contract.

Article 2. In sp ec tion  end Reports.

2.1 The Oepartment may Inspect, in the manner and at reasonable limes it considers appropriate, all the Contractor's facilities and activities under this contract.

2.2 The Contractor shall make progress and other reports in the manner and at the times the Department reasonably requires.

Article 3. Slate Saved Harmless.

The Contractor shall indemnity and hold and save the Slate, its officers, agents and employees harmless from liability ot any nature or kind. Including costs and expenses, for or 
on account ot any and all legal actions or claims ol any character whatsoever rosuilmg Irom injuries or damages sustained by any person or persons or property arising from its per­
formance ot this contract in any way whatsoever.

02 0Q3(1/U0)
(O V ER )



Article 3. Disputes.
4.1. Any d.scute concerning a question ol fact arising under inis ccnlract v/hich is nol disoosed ol By mulual agreement snail be decided without bias by the Director cf -ho 

Department's Division ot Administrative Services tar. il none, the Department's Administrative Ollicor). wno snail reduce his decision to writing and mail or otherwis* furnish a caov 
ol it to Wo Contractor. The decision ol the O rectcr is final and conclusive unless, wilhin 30 days from the dale ol rece'Ol ol Ihat copy, the Coniraclar mails cr otherwise futmsnes to 
the Certifying Officer a written aooeal accrtssed to the Commissioner cl the Oepartment. The Commissioner shall appoint a inree-psrson board from the Department to hear me ap­
peal. none ol wnom may be trom the Division ol Administrative Services. The decision ol  the board is linal and conclusive, unless it is fraudulent or not sucoorted by substantial 
evcence. In any proceeding under mis article, me Ccnlractor nas a ngni lo be heard by an unaased panel and to otter evidence in support pi his appeal. Pencmg final deos-on ol a 
dispute, the Comracior snail proceed diligently with the performance ot the contract and in accordance with ihu Director of the Oivtskjn ol Administrative Services decision.

4.2 This disoutes article does not preclude consideration of questions of law in connection with decisions orovided Icr in paragraph 4.1 above. However, this articie does not 
make me decision ol any administrative olficial. representative or board on a question ol law Imal or conclusive.

Article S. Equal Employment Opportunity.

5.1. The Comracior may not discriminate aginst any employee or applicant for employment because ol race, religion, color, national origin, or because of age. physical han­
dicap. sex. cr marital status, cnange in manlal status, p.-egnancy or parenthood wnen the reasonable demancs ol the position do not require distinction on the basis ol age. physical 
hnnocao. sox. or manlal status, changes in marital status, pregnancy, cr parentnood. The Comracior sna.1 taka alternative action to insure that me applicants are employed and that 
employees are treated dunng employment without regard to their race, color, religion, national origin, ancastry. age. sex. or marital status. This action must include, but need not be 
limited to. the following: employment, upgrading, demotion. transfer, recruitment or recruitment advertising, tayolf cr termination, rates ol cay or other torms cl ccmpensation, and 
selection for training inducing apprenticeship. The Contractor snail posi in conspicuous places, available lo employees and applicants Icr employment, notices selling out me pro­
visions ol this paragraph.

5.2. The Contractor shall stale, in all solicitations or advertisements for employees to work on State ot Alaska contract jobs, that it is an equal opportunity employer and mat all 
qualified applicants v/til receive consideration lor employment without regard to raco, religion, color, national ong>n, age. physical handicap, sex, or marital status.

5.3 The Contractor shall send to each labcr union or representative ol workers wilh which the Contractor has a collective bargaining agreement or other contract or 
understanding a notice advising me labor union cr workers' representative ol the Contractor's commitments under this artide and post copies ol tne notice in conspicuous places 
available to all employees and applicants lor employment.

. 5.4. The Contractor shall include me provisions ol this article in every contract, and shall require the inclusion ot these provisions in every contract entered into by any ot its 
subcontractors, so that those provisions will be binding uoon each subcontractor. For me purpose of inducing those provisions in any construction, maintenance, or service con­
tact or subcontract, as required by mis contract, "contractsr" and ''subcontractor'" may be changed to reflect appropriately tne name or designation ot the parties ol the contract 
or subcontract.

5.5. The Contractor snail cooperate tutly wilh the office or agency of the Stale of Alaska which seeks to deal wilh the problem of unlawful Discrimination, and wilh all other 
Stale efforts lo guarantee fair employment practices under mis contract, and promptly comply witn all requests and directions trom the State Commission lor Human Rights or any 
ot us officers or agents relating to prevention ol discriminatory employment practices.

5.6. Full cooperation in paragraph 5.5 includes, but is not limited to. being a witness in any proceeding Involving questions of unlawful discrimination If mat Is requested by any 
official or agency of trie State of Alaska: permitting employees ol me Contractor to be witnesses or complainants in any proceedng involving questions ol unlawful discriminat-.cn, it 
that is requested by any ollidal or agency ol the State ot Alaska; participating in meetings: submitting periodic reports on trie equal employment aspects ot present and (uiure 
employment: assisting in insoection ol the Contractor's facilities; and promptly complying wilh all slate Directives considered essential by any office or agency ol the Stale ol Alaska 
lo msure compliance wilh ail federal and stale laws, regulations, and polioes pertaining to me prevention ot discriminatory employment practices..

5.7 Failure lo perform under this article constitutes a material breach of the contract.
9

Article 6. Termination.

The Certifying Officer, by written nonet. nay terminals this ccnlract. in whole or in part, when it Is in the best interest of the Slate. The Slate Is (iabie only fcr payment in accor­
dance wilh me payment provisions ol ihis contract lor services rendered before the effective date ol termination.

Article 7. No Assignment or Delegation

This contract is personal and the Contractor may not assign or delegate this contract, or any part ol it. or any right to any of the money to be paid under it. except wilh the writ­
ten consent ol the Certifying Officer.

Article 8. No Additional Work or Material

Mo claim fcr additional services, nol specifically provided in Ihis contract, performed or furnished by Itie Contractor, will be allowed, nor may the Contractor do any work or fur­
nish any maienal covered by the ccnlract unless tne work or materia) is ordered In wnlmg by the Certifying Officer and approved by the Oepartment ol Administration.

Article 9. Independent Contractor.

The Contractor and any agents and employees of the Contractor act in an independent caoacity and are not ollicers or employees or agents of the Slate in the performance of 
Ihis contract.

Article 10. Payment ol Taxos.
As a condition ol performance of this contract, (he Confraclor shall pay all federal, state, and local taxes incurred by the Contractor and shall require their payment by any sub­

contractor or any otner persons in the performance ol Ihis ccnlract. Satisfactory performance of mis paragraph is a condition precedent to payment by the State under Ihis con­
tract.

Anlcle I t .  Workmen's Compensation Insurance.
During me lilo ol this contract, me Contractor snail provide and maintain, for all employees of the Contractor engaged in work under mis contract, workmen's compensation in­

surance as required Dy AS 23.30. The Contractor snail require any subcontractor fo provide and maintain lor its employees workmen's compensation insurance as required by AS 
23 30 That coverage must remain in force from the day services begin under this contract and shall provide lor written notice to the Certifying Officer at least 30 days before 
cancellation or non-renewal. Failure to furnish satisfactory evidence ol insurance or lapse ot the policy is a material Oreacn and grounds fcr termination of the Contractor's services. 
Belore performing under this conlraci, the Contractor shail lurmsh tne Certiiymg Officer with certificates of insurance as proof ol compliance with this article. The certificates ot in­
surance must include an All Stales' Broad Form Endorsement.

Article 12. Insurance.
Bdoro ihis contract may be approved, the Contractor shall lurnish a certificate of liability insurance evidencing coverage satisfactory lo the Risk Manager of Ihe Oepartment of 

Admmisiraiion.

Article 13. Ownership of Documents.
All designs, drawings, specifications, notes, and otner work developed in Ihe performance of this agreement are and remain Ihe sole property of the Stale ol Alaska and may be 

used by the State lor any other purpose without additional compensation to Ihe Comracior. The Comracior agrees not to assert any rights and not to estabksn any claim under ihe 
design patem or copyright laws. The Contractor, tor a period ot three years alter final payment under this contract, agrees to lurnish and provide access to all retained malenals al 
Ihe request of Ihe Certiiymg Ctficer. Unless oinerwise directed by Ihe Certifying Ollicor, the Contractor may rolam copies ol all the materials.

Article 14. Governing Law.
This contract is governed by Iho taws of the Slate ol Alaska.

Article 15. Olliclals nol lo Benefit.*
No member ol or delegate to Congress. United States Commrssioner. or ollicials ot the stale or federal government may be admitted to any share or part ot this contract or to 

any benefit to arise thcrelrom.

Article 16. Covenant Against Contingent Fees. . .
The Contractor warrants ln.il no person or aqsncy has been employed or retained to solicit or secure Ihis contract upon an agreement or understanding for a commission, 

pcrccntjgo. contingent fee. or brokerage except employees or agencies maintained by tno Contractor lor me purpose ot securing business. For the breach or violation ol this war­
ranty. me Slate may terminate this contract without liability or in its discretion deduct from tne contract price or consideration me full amount ol the commission, pcrcen.age. 
brokerage, or contmgent lee.

* ArscIM I5*«d le v #  lo 0# us#d only il |r># a»ol« ssaxtl j#rv<v» corlucl i| lrU*ra»y lividrd



A p p e n d i x  B

The C on trac to r s h a l l develop a P o lic ie s  and Procedure Manual f o r  use in

management o f  the A laska A g r ic u ltu ra l Revo lv ing Loan Fund. Manual con tents 
s h a l l in c lud e  d e fin ito n  o f  terms and d e ta ile d  p rocedures f o r :
1) P rov id ing  in fo rm a tion  to in te re s te d  p a r t ie s  and p ro sp ec tiv e  borrow ers .
2 ) Receiving lo an  a p p lic a t io n s .
3) P rocessing  a p p lic a t io n s , in c lu d ing  methods o f  review  o f m a te r ia ls  
subm itted , s ta f f -  a n a ly s is  needed and a ss is tan ce  to  p o te n t ia l a p p lic an ts  
in  p rov id ing  needed m a te r ia ls .
4 ) S t a f f  p re p a ra tion  f o r  Loan Fund board meeting, in c lu d in g :

a) Method o f  p re sen ta tio n  o f  lo a n  a p p lic a t io n s .

b) O rder o f  p re sen ta tion  o f  lo an  a p p lic a t io n s .
c ) M a te r ia ls  o th e r than a p p lic a t io n s  to  be p resen ted .
d) Items to  be inc luded in  Board agenda.

5 ) Conduct o f  Board Meetings, g u id e lin e s  f o r  ARLF board use in  judg ing  
loan  a p p lic a t io n s  and the re s u lt in g  reco rd  o f  board d e c is io n s .
6) N o t i f ic a t io n  o f ap p lic an ts  o f  board o r s t a f f  a c t io n .

7) Completion o f  Loan requirements and request f o r  w a rran ts .
8) D is t r ib u t io n  o f Loan proceeds to b o rrow ers .
9 ) Loan b i l l i n g ,  c o l le c t io n  and accounting .

10) Rece iv ing , reco rd ing  and d epos itin g  payments.

11) Form ulation  o f  Management re p o r ts .



CCF'Y ,'C-

Co«Tn. Fcf —_______
Audit W / P ' j - ______

Tax W/P'a —________

Audit m -  ______

A o d l l W g r -  ______
To* A\gr — ______

Othtn —

July 15, 1981

Mr. Nick Carney
Director, Agricultural Revolving 

Loan Fund 
Department of Natural Resources 
Division of Agriculture 
Box 1256
Wasilla, Alaska 99687

Dear Mr. Carney:

Thank you for the opportunity for Bob Shafer to meet with 
Ed Kramer, Doug and you concerning the development of an operat­
ing manual for the Agricultural Revolving Loan Fund. This letter 
defines the scope of the engagement and describes the approach we 
will use during the course of this engagement.

Background

Nick, based on our recent conversations, it is our under­
standing that the Agricultural Revolving Loan Fund (Fund) was 
established by the State of Alaska with the purpose of promoting 
a more rapid development of agriculture as an industry in the 
state. This was to be accomplished by making available long­
term, low interest loans for development costs to certain quali­
fying individual farmers and farming groups. These loans were to 
be funded from appropriations approved by the state legislature, 
and to be administered by the Agricultural Revolving Loan Fund, 
as a part of the Department of Natural Resources.

As a result of the increasing responsibilities of loan 
administration and the authorisation in Alaska statutes to 
promulgate rules and regulations necessary for carrying out its 
duties, the Loan Fund has determined the need for written poli­
cies and procedures. These are to be contained in a written 
operating manual which will be the formal, working guides for the 
daily and continuing conduct of Fund loan administration.

Scone of the Engagement

The scope of this engagement consists of preparing an 
operating manual with direct input from and assistance of Fund
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management personnel. The operating manual will contain detailed 
procedures where applicable or otherwise address the following 
areas as indicated:

Prepared by Price Waterhouse Staff -

1. Receipt of loan applications -

* defining a method for loan file initiation and 
tracking

* process loan applications

2. Verify the adequate, proper and timely submission of 
loan documents.

* identify areas of support to potential borrowers 
by Fund personnel in terms of information, assist­
ance with materials and provision of necessary 
forms, documents or materials

* identify methods of review of materials submitted 
as required to support the loan application

* specify the level and frequency of staff analyses 
of documents required to be submitted with the 
loan application

3. Identify areas required for staff preparation for Loan 
Fund Board meetings, including:

* proper method of presentation of loan applications 
and documents to ensure an adequate information

• flow

* order of presentation of loan applications

* support documents, reports and other information 
to be presented as directly pertaining to 
applications

4. Identify appropriate and uniform methods for the 
notification of applicants of the action of the Board 
regarding loan applications or any prior or subsequent 
Fund staff action including the status of the loan 
application.

5. Specify the steps necessary subsequent to Board 
approval to complete the loan requirements,
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including the request.for funds (warrants) from the 
appropriate state body or authority.

6. Identify the method for distribution of loan proceeds 
to borrowers, including control procedures such as 
required authorizations and verifications, etc.

7. Identify the steps and assign the responsibilities for 
loan billing, collection of loan payments and the 
proper accounting for loan payments and individual loan 
balances.

8. Prepare proper procedures for the receiving, recording 
and depositing of loan payments to ensure proper 
accountability and internal control.

9. Identify reporting requirements necessary to ensure 
that accurate, timely and appropriate information is 
provided to Fund management and Board members regard­
ing, but not limited to:

* volume of outstanding loans
* status of outstanding loans
* types and mixes of loans
* fund balance

* items to be included on the Board agenda as 
pertains to loans, applications for loans or their 
direct administration

10. Establish criteria to be used by the Fund Board and 
staff in evaluating applications and determining 
appropriate loan recipients:

* establish quantifiable guidelines and ranges,
where appropriate, for the uniform and non-biased 
review and analysis of applicants and applications

* establish guidelines for Board members and staff 
personnel to identify and reduce potential con­
flicts of interest to applicants or specific loan 
applications.

Prepared by Fund Personnel -

1. Define terms -

* inclusion of a glossary of applicable speciality 
or trade terms requiring clarification, using
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Alaska statutes .as reference where specified by 
management

2. Specify methods for information dissemination to 
interested parties and prospective borrowers.

3. Delineate the interpretation of Alaska State statutes 
and regulations by the Division of Agriculture.

* this step requires certain management decisions to
be made regarding the legal status and position of 
the Division

* these decisions must be made by Division
management

* Price Waterhouse involvement in this step will be
limited to the documentation of decisions made
regarding the status of the Division by Division 
management and the necessary statute 
interpretations made

4. Document policies required to meet the statutory and 
regulatory responsibilities required of the Fund.

* a closely coordinated effort between Price
Waterhouse and Fund personnel will be necessary to 
identify proper and adequate guiding Fund policies 
from legal documents and requirements

5. Assist Fund management in identifying required or • -- 
recommended statutory or regulatory changes to more 
clearly define program goals.

Description of Approach

The approach we will use has been developed by Price 
Waterhouse & Co. during several years of experience with design, 
implementation and documentation of financial and operational 
systems. It is a structured technique which can be tailored to 
the Fund's specific requirements. The Congressional Record 
recently cited our proprietary approach to documentation as the 
basis for awarding a major federal government consulting engage­
ment on a sole source basis. The approach recognizes that to be 
successful, procedure documentation must be user-oriented. And, 
it must be easily updated, thus ensuring that the documentation 
remains current.

We document systems by emphasizing three major sections for 
each system. First, the Overview Section contains key facts
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about a system for management and supervisory personnel. The 
next section is the Functional Procedures Section. A  function is 
defined as a combination of tasks comprising a major operation of 
a system, e.g. loan file preparation. Detailed instructions for 
each person involved with the system are contained in this 
section. The Exhibit Section includes copies of all the forms, 
reports, printouts and other documents used in the system. The 
exhibits are categorized as input, processing or output-related. 
Thus making it easy for Fund personnel to understand the system's 
operations. The sections are placed in a three-ring binder to 
permit easy systems procedure update. And, distribution of the 
procedures are controlled so that Fund employees have access only 
to the procedures necessary for their specific jobs. For exam­
ple, loan officers have only the procedures related to their 
spheres of responsibility. Other Fund managers, such as the Fund 
Director and Fund Deputy Director, have a complete set of proce­
dures. A sample of the documentation of an accounts receivable 
system is attached.

During the course of system documentation engagements we are 
in a unique position to objectively evaluate the effectiveness of 
systems operations. If we identify opportunities, for improve­
ment, we will suggest changing the procedures of the system 
accordingly. The changes can often result in cost savings or 
perhaps prevention of additional personnel required to operate 
the system.

Staffing

It is our usual practice to assure the highest quality of 
service by assigning ultimate engagement responsibility to a 
senior partner. Accordingly, Mr. Robert M. Mathis, audit 
partner, will review the program and the results of this 
engagement. As manager-in-charge of our Anchorage Management 
Advisory Services (MAS) staff, I will direct the engagement.
Mr. Robert E. Shafer will complete much of the field work with 
other staff assigned as needed. Their resumes are enclosed.

Timing and Fees

Nick, based upon our scope of work, the availability of Fund 
personnel, and the timing requirements of the engagement, we 
estimate that the professional fees necessary to complete the 
engagement should not exceed $15,000 plus minimal travel and 
other out-of-pocket expenses. Progress billings will be made 
monthly for the engagement, and travel and out-of-pocket expenses 
will be invoiced separately. If during the course of the engage­
ment we determine that unforeseen circumstances will cause us to 
significantly exceed our estimate, we will discuss the matter
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with you before proceeding. Conversely, if our fees are less 
than anticipated, you will, of course, be invoiced only for the 
actual fees incurred.

We will be prepared to begin immediately on this engagement 
and will produce a working draft of the operating manual by the 
required August 15, 1931 deadline, including those sections 
defined in the Scope of the Engagement section. Due to the short 
time frame of this engagement,•we have based our fee calculations 
on receipt of authorization to proceed by no later than July 20, 
1981. Also in order to fulfill our task obligations by the date 
specified, we will require a ready access to certain Fund person­
nel and Loan Board members for interviewing and answering 
questions.

Why Price Waterhouse Should be Chosen

There are several reasons that Price Waterhouse should be 
chosen to assist the Fund in this important undertaking. Some of 
the major reasons are outlined below:

* We have specific banking experience in Alaska directly 
related to this engagement, including assisting the 
Commercial Fishing and Agriculture Eank.

* Our approach to this type of engagement is unique and 
proven in application to numerous similar clients.

* We have an Anchorage based MAS staff consisting of 
several specialized disciplines, including Financial 
Planning and Control as well as Electronic Data Process­
ing (EDP) specialists. We are therefore able to 
provide continuing support during any EDP subsequent 
automation process.

* Price Waterhouse is currently engaged in a complete 
review, rewrite and automation effort of the accounting 
system for the State of Alaska.

* The Anchorage based MAS staff is expereince and readily 
available on a continuing basis for support in public 
hearings, and with assistance in manual enhancement and 
up-date processes to ensure a current status.

* Price Waterhouse has a staff of specialists in tax, 
audit and MAS areas and is able to provide a wide range 
of services, including assistance with any requirements 
for future financial audits. An ongoing relationship 
with Price Waterhouse reduces the amount of time spent 
in engagement start-up.
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In  f u l l  c on s id e ra tio n  o f  the C on tra c to r 's  perform ance hereunder, the S ta te  
s h a l l  pay the C on trac to r a fe e  riot to  exceed $15 ,0 00  in c lud ing  any t r a v e l 
and o u t-o f-p o c k e t expenses.

P a r t i a l  payments may be made on a month ly b a s is  as work p rog re sse s . F in a l,  
payment w i l l  be made upon acceptance by the ARLF o f  the manuals to be deve loped .

A p p e n d i x  C



A p p e n d i x - D .-

STATE OF ALASKA
DEPARTMENT OF NATUPwAL RESOURCES 
DIVISION OF AGRICULTURE

B Y : ___________________________'
D ire c to r  ' ’
D iv is io n  o f  A g ricu ltu re

DATE:___________________________________

FISCAL DATE:
Amount o f  th is  C on trac t: $ 1 5 ,0 0 0 .0 0
Program A c t iv i t y : A laska A g r ic u ltu ra l

Revo lv ing  Loan Fund 
Account Code: 10 -71 -3 -516

Budgeted funds a re  a v a i la b le  f o r  the p e riod  and purpose o f th is  expend itu re .

C e r t i fy in g  O ff ic e r  • •

( I f  C on trac to r i s  a c o rp o ra t io n , the fo llow in g  c e r t i f i c a t e  s h a l l be executed 
by the S ec re ta ry  o r a s s is ta n t  S e c re ta ry .)

I>.  ___________________________________________ , c e r t i f y  th a t I  am the
S e c re ta ry  o f  the C orpo ra tion  named as C on trac to r in  the attached c on tra c t:
th a t __________ , who signed sa id  con tra c t on b e h a lf
o f  the C on tra c to r , was then    o f  sa id
C o rp o ra tio n ; th a t sa id  con tra c t was du ly  signed f o r  and in  b eh a lf o f  sa id  
C o rp o ra tion  by a u th o r ity  o f  i t s  govern ing body, and is  w ith in  the scope o f  
i t s  C o rpo ra te  powers.

(C o rp o ra te  S e a l)
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D e p u t y  C o m m i s s i o n e r
suoJgct: Report/Agricultural

Revolving Loan Fund

The Agricultural Revolving Loan Fund (ARLF), established 
under the Territory of Alaska, served for many years as a 
source of modest loans for an equally modest agricultural 
industry. Authorized capitalization remained constant at 
$5,000,000 through the 1970s.

In 1978, the State inaugurated the Delta agricultural 
project as the beginning of an attempt to elevate 
agriculture, to a large scale, integrated Alaskan industry. 
Proponents of agricultural development contended that 
comprehensive State financial assistance was a prerequisite 
for agriculture to become a substantial and eventually 
self-sustaining industry in Alaska.

Direct financial and other assistance advanced by the State 
in support of agriculture commencing with the Delta Project 
has taken a number of forms, including (1 ) sale of agricul­
tural land under limited title at approximately 15% of fee 

‘simple appraised value, (2) application of residency 
discounts to agricultural land sales, (3) special appraisal 
methodology for agricultural project sales, (A) favorable 
terms and conditions in sale contracts for agricultural 
land, (5) appropriations for capital improvements for 
agricultural infrastructure, (5) State funded research, data 
collection, test marketing, and field management studies, 
and (7 ) special loan programs with liberal terms for 
agricultural land clearing. The largest State contribution, 
however, has been through low interest loans from the ARLF; 
capitalization of the ARLF has increased 1000% since 1978 to 
a, cufrent level of over $50,000,000.

Controversy over administration of the ARLF has risen in 
direct proportion to augmentation of the Fund's capitaliza­
tion, as might be expected. Because of the persistence of 
this controversy, you requested that I conduct an inquiry 
into the operation of the ARLF and supply you w i th  findings 
and recommendations. I have interviewed Loan Board members, 
the Division of Agriculture Director and staff, ARLF 
borrowers, opinlonmakers in the agriculture community, 
legislative auditors, and legislators interested in the 
ARLF; examined file documents generated from ARIF 
transactions; and observed proceedings of the Agricultural 
Revolving Loan Fund Board. While this cannot qualify as a
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full ucale audit:, I have r e a c h e d  a n u m b e r  o f  c o n c l u s i o n s  
v h i c h  are set out below.

1. The State has rot d e v e l o p e d  d e t a i l e d  m a r k e t i n g  
in for rr.a t ion and a s sump t ion s u p o n  v.’H i cn to b a s e  its
a r;i'icultural ceve-lopmc?rt o p j actives' , 1 c a v i n g  u n c e r t a i n t y
o v e r the e x p e c t ed v ia b i li t y ol p a r t i c u l a r  a g r ic u l t u r a l 
i n d u s t r i e s  as well' as the d i r e c t i o n  and aF co mp F i s h ma n  ts 
expc/cted of the A R L F .

The State has determined that it must provide front-end 
assistance if Alaskan agricultural industries are to reach 
t h e •critical mass which will allow them to become self- 
sustaining. For that reason, development plans and 
schedules are required to determine the most promising 
targets for that assistance.

Long tern planning by the State for agricultural development 
has improved over the last two years through initiatives by 
the Alaska Agricultural Action Council, the Department of 
Katural Resources, and the University of Alaska. Moreover, 
there has been extensive research on the necessary 
components of various potential and existing agricultural 
industries in the State and the opportunities vhich may 
exist for those industries. However, this research has not 
reached the level of detail constituting a genuine product 
market analysis such as would be performed by competent 
businesses in the private sector before committing to 
production.

Obviously, it is not sufficient to assume that assisting any 
given Alaskan agricultural industry to reach optimum scale 
and infrastructure development insures that products 
emanating from that industry may be sold profitably when 
State assistance ends. That assumption can only be made 
after careful comparison of anticipated production and 
transportation costs and price ranges at optimum scale 
against those for similar commodities in specific identified 
markets. Unless these factors are approximately equivalent 
or there are strategic market advantages not available to 
producers elsewhere, it is unlikely that Alaskan products 
can compete successfully without a continuous State subsidy.

A  .considerable volume of information on markets for various 
agricultural commodities has been collected by the State, 
the University, and other sources. However, that 
information has not been translated into a product-by- 
product breakdown containing cost and price assumptions 
determined by the rState to be most probable under 
foreseeable market conditions. Without this level of 
information, it is extremely difficult for the Agricultural 
Revolving Loan Fund Board t o’(l) judge the long term 
viability of the operations of prospective borrowers, (2)
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d e t e r m i n e  the types of o p e r a t i o n s  and p r o d u c t s  it s h o u l d  be 
f a v o r i n g  w i t h  a va i l a b l e  credit, (3) c a l c u l a t e  the a m o u n t  of 
s u b s i d i z e d  c a p i t a l  v;hich will be r e q u i r e d  b y  p a r t i c u l a r  
a g r i c u l t u r a l  i n du s tr i es  \intil they b ec om e  s e l f - s u s t a i n i n g ,  
ar.d (4) i d e n t i f y  a p p r o p r i a t e  terms and c o n d i t i o n s  u n d e r  
w h i c h  loans sh ou ld be issued. Mo r eo ve r , u n t i l  this m a r k e t  
i n f o r m a t i o n  is f o r m u l a t e d  and linked to the S t a t e ' s  
a g r i c u l t u r a l  d e v e l o p m e n t  ob j ec t i v e s ,  there w i l l  not  b e  an 
a d e q u a t e  m e c h a n i s m  to insure that A R L F  l e n d i n g  p o l i c i e s  are 
in c o n s o n a n c e  w i t h  those ob j ec t i v e s .  1/ —

Understandably, this deficiency has created uncertainty 
among existing and prospective ARLF borrowers, since many do 
not clearly understand which agricultural pursuits will be 
financially assisted by the State, which will be expected to 
exist on their own an ancillary or spinoff industries, and \
what economic criteria will be applied in the adjudication i
of loan applications.

An equally important matter receiving inadequate attention 
to date is the regulatory framework and philosophy which the 
State intends to employ as the Alaskan agricultural industry 
develops. Agriculture is one of the most heavily regulated 
industries in the lower 48 States, largely as an outgrowth 
of remedial measures instituted during the Great Depression; 
there is virtually no feature left in the production and 
marketing of agricultural products which has not been 
pervaded by government regulations and controls. While some 
of these regulations are restrictive, others are protective 
measures designed to insulate the farmer from destructive

XT One of the best efforts to date is a document entitled 
Financing Agricultural Projects in A la s ka , prepared by the 
House Research Agency in January— T 9 8 2 . Tt Includes a c o m­
parison of production costs and transportation to tidewater 
under eight different levels of State assistance, and the 
expected level of profitability depending upon yield per
acre and world grain prices (pp. 32-37).

• *

Ideally, the ARLF should have a similar breakdown for each 
of the major agricultural commodities under production in 
Alaska (including projections for ranges of destination 
market prices in specific markets) which represents a 
consensus among State agricultural officials. The Board 
would then have a means of determining whi ch  agricultural 
enterprises are most likely to be successful, and a standard 
against which to compare the circumstances of individual 
borrowers. That same market information could be provided 
to farmers through extension agents to assist them in 
designing an optimum credit package which enhances their 
changes of Board approval and, concurrently, further 
Alaska's agricultural development objectives.

■•n-t j r  ->x?_r, j j j • T * T r “ "  T ' m‘T W V 7  " ’V 'V 'T '" ; '-  *1’DL'VV i i S S '.'-■•"77



economic conditions. Most, however, have a considerable 
impact on the economic circumstances under which 
agricultural products are produced and marketed. By 
comparison, Alaskan agriculture is largely unregulated 
except for Federal and State standards on inspections and 
grading. As part of its agricultural development program, 
it is advisable for the State to decide to what extent it 
v;ill follow the lower 48 example and in what instances 
agriculture will be left to the forces of free and 
unregulated competition. There appear to be opinions on 
both sides within the Alaskan agricultral community. Some 
view the S t a t e’s involvement as declining once the industry 
and associated infrastructure reach optimum scale; others 
appear to believe that various levels of protective 
regulation and subsidization must become permanent features 
of the agricultural industry. Regardless of the approach 
which may best meet the public interest, it is advisable for 
the selection to be made early so that the State's 
development assistance programs and its regulatory 
philosophy are complimentary, and the relationship between 
them is well understood by entities such as the ARLF Board.

The State's marketing assumptions and its intended 
regulatory approach to agriculture are two of the most 
critical factors in its agriculture development program.
The absence of a clear understanding on these factors means 
that Loan Board decisions on ind i vidual credit applications 
a re often being_inade in a v a c u u g ; This necessarily creat e s 
controversy when credit applications are turned down on 
grounds relating to the type of operation or the long term 
viability of the operation, since it is extremely difficult
for the Board to give a truly comprehensive reason for its 
decision in the context of the State's overall agricultural 
development program. A s the number of large project-size- —  ̂
agricultural tracts increase arTd with them the size of loan 
applications and potential adverse financial consecniEm.es— to 
t h e T ^ T l T cant levei~~of controversy will increase
accordingly ir remedial action is not taken..

Recommendation; -The State must resolve differences of 
approach to agricultural development caused by divided 
authority and develop justifiable assumptions on the ma r ke t­
ability of individual agricultural products, as well as 
determine the regulatory framework which the State intends 
to pursue over the long term. This will necessarily yield 
relatively specific objectives for the ARLF, which should be 
followed by the Board and thfc Department in the

|s w j w r w  .t iu ifiv Jrr 1 v*' T, ;



a d m i n  is tr a Lion o. the-, fur.d nr.ri the a d j u d i c a t i o n  of 
i n d i v i d u a l  c redit ap pl ica t io ns .  2/

2 . T h e r e has  b een _ res i s t: a nce to the i m o ns it ion o f 
f o r m a l  a d m in i s t rat.ivc p r oce nurcs n ee  css it a t e o ~ h y  the 
e l e v a tion o f ~ A R LF to o n c of~tTie State's lar g e st  p r o f e s s i o n a l  
l e n d i n g  i n s t i t u t i o n s .

For most of its existence, the ARLF has operated in a 
climate of relative informality compared to many other state 
agency programs, a practice which could be afforded given 
the small volume and amounts of loans and the modest size of 
the agriculture industry. Since 1978, however, the 
character of Alaskan agriculture and of the mission of AFJ.F 
have expanded; ARLF now has about 570 loans outstanding in 
amounts up to $2,800,000 apiece.

In early .1981, three events convinced the Commissioner and 
Director of Agriculture Carney that the procedures governing 
administration of the ARLF must be substantially upgraded. 
First, there were an increasing number of complaints from 
borrowers regarding inconsistent handling of credit 
applications, failure to adequately inform the borrower of 
the process by which the application would be adjudicated, 
and lack of proper documentation as to the actions taken by 
the loan staff and the Loan Board on credit applications; a 
number of these complaints were determined to be valid. 
Second, the steadily increasing capitalization of the ARLF 
(which appeared likely to continue) meant that operation of 
the Fund was becoming vastly more complex; absent more 
formalized administrative procedures, the Fund could not be 
managed properly and enjoy public confidence in the exercise 
of its functions. Third, the prequalifications process for 
the initial Pt. McKenzie sale (which included ARLF applica­
tions as part of the application package and resulted in 
more than 30 appeals to the Commissioner) made it evident 
that more specific standards and procedures were necessary 
if ARLF actions were to meet the requirements of procedural 
due process of law. ■>

Director Carney selected the firm of Price, Waterhouse to 
draft a procedures manual for the ARLF, whi c h was subse-

2/ There is not intended any suggestion here that agricul­
ture in general or any specific type of agricultral enter­
prise is economically unsound. In fact, there appear to be 
a number of situations where strategic market advantages 
exist favoring Alaskan production. For example, one of the 
credit applications recently approved by the Board was for a 
vacuum cooling unit for lettuce; using proven technology, 
this 'unit would extend the shelf life of Alaskan lettuce 
from 4 to 25 days, and likely permit local lettuce producers 
to recapture interior markets now supplied b y  exports from 
California.



q n e a t l y  r e v i e w e d  and ad op te d  by the D i r e c t o r .  [This m a n u a l  
d e al s  v i t h  the h a n d l i n g  and p r o c e s s i n g  of A R L F  c r e d i t  
a p p l i c a t i o n s ,  but does n o t - c o n t a i n  g r a d i n g  s t a n d a r d s  for 
a d j u d i c a t i o n  of the ap pl ic at i on s .)  It is fa i r  to say that 
•the. p r o c e d u r e s  m a n u a l  lias met w i t h  r e s i s t a n c e  f r o m  some Loa n 
F o a r d  m e m b e r s ,  loan examiners, and A R L F  b o r r o w e r s  w h o  p r e f e r  
the p r i o r  h i g h l y  informal and f l e xi b le  appi'oach. A 
s u b s t a n t i a l  a m o u n t  of the f r i c t io n  e m a n a t i n g  f r o m  t h e  A R L F  
can  be t r a c e d  to the a d o p ti on  of the p r o c e d u r e s  m a n u a l  and 
a c t i o n s  t a k e n  by  D i r e c t o r  C a r n e y  to o b t a i n  c o m p l i a n c e  w i t h  
the pr o ce du res.

Recommendation: While it is unfortunate that the size
of the A R L F  now requires that it become a more formalized 
institution, it is a necessity in order to protect both the 
borrower and the ARLF. The increase in the volume and 
complexity of credit, applications between 1979 and 1981 was 
accompanied by a decline in the quality of handling 
applications to the point that some were done very poorly; 
most of the problems could be attributed to the absence of 
an administrative system geared to the workload being 
experienced by the ARLF. Therefore, while the manual may 
need to be revised from time to time to modify or eliminate 
those requirements not accomplishing their purpose, it is a 
reasonable document and must be enforced. The alternative 
would be a justifiable lack of public confidence in the A RL F  
which would in turn damage the State's agricultural develop­
ment program.

3. The Loan Board and Department of Natural Resources 
Loan Examiners do not have a complete set of grading 
stancfirds tor the adjudication or ARLf~credit applications.

Although the Board appears to be meeting m i n i m u m  legal 
requirements in the adjudication of ARLF credit 
applications, there does not exist a detailed system of 
grading standards against which applications can be 
compared. There are tvro reasons why this is lacking.

The first is the absence of agreed upon marketing assump­
tions and regulatory approaches governing the State's 
agricultural development program, described in Paragraph 1 
above.

Second, there has not been undertaken an analysis of the 
loan history of various types of credit packages granted by 
the ARLF to determine the relative success ratios of each 
and the factors contributing to success or failure. This has 
been virtually impossible to date because many components of 
Alaska's agricultural industry' are in their earliest stages 
and 'their long term success is not yet proven.



The Loan Board and Director Carney have made an effort in 
the last several months to adopt formal policy statements on 
the types of agricultural loans vhich the ARLF will consider 
or not consider. In addition, Director Carney contracted 
with John Penson, a professor of agricultural economics with 
a number of major publications on agricultural financing, to 
evaluate the possibility of developing a credit scoring 
model to be used in the adjudication of agricultural loan 
applications, bj

Recommendation : The Director and the Loan Board should
continue to develop as many written policy statements and 
guidelines as necessary to fully express the Board's 
approach to agricultural financing. These policy statements 
should be adopted by the Director as Division Policies to 
properly reflect the consensus of the Board and the 
Department on this subject. In addition, the Board and the 
Division should have the benefit of continuous representa­
tion and advice from the Attorney General's Office on the 
development of policy statements, revision of regulations to 
contain standards and procedures used in ARLF adjudications, 
and to assist the Board in the handling of difficult 
applications, which to date has been lacking.

The Director correctly concluded (as did Mr. Penson) that an 
automated credit scoring model for judging ARLF applications 

"would over-mechanize agricultural financing decisions to the 
detriment of the agricultural, development program, particu­
larly given the inadequate track record on many types of 
agricultural enterprises in Alaska. However, it was 
recommended that the ARLF organize its loan history data and 
develop an automated system for storing and retrieving that 
data to assist the Loan Board and loan staff in a more

\l To place the situation in perspective, it is doubtful 
that many private lending institutions leave the outcome of 
determinations or credit applications entirely to a formal 
point system or other arithmetical grading system. All loan 
requests necessarily require a substantial amount of 
personal j udgement,• vhich is the reason for the creation of 
a Loan Board. However, some borrowers have expressed 
uncertainty over the policies of the Board on specific types 
of loans; greater specificity on loan policy and the factors 
deemed important to the Board and the Loan Examiners in 
evaluating loan applications would generally improve 
relations with prospective borrowers,



t h o r o u g h  c o m p a r i s o n  of loan types.. D N R  should b e g i n  this 
e f f o r t  d u r i n g  FY 1383. A / y

A . T h er e docs n ot exi st  a clear u n d e r  standing; of the 
r e s p e c t i v e  roles a n d ' r e l a t i o n s h i p s  of tne L o a n hoard,
Division of Agriculture Loan Examiners, the D i r e c t o r  of 
Agriculture, and the Commissioner and Department of Natural 
Resources.

AS 03.10.050 states only the "(t]he commissioner shall 
administer the loan fund in conjunction with the 
agricultural revolving loan fund board;" no guidance is 
given as to the respective responsibilities of the Board and 
the Department. There are, in fact, four elements of the 
ARLF system: (a) the Loan Board, composed presently of five 
members from the private sector, (b) the Director of the 
Division of Agriculture, (c) the loan administrator and 
subordinate loan examiners, who handle credit applications 
before and after Board action and are employees of the 
Division, and (d) the Commissioner of the Department of 
Natural Resources, to whom the Director reports. Loan Board 
appointments are made by the Governor, but do not require 
legislative confirmation. 5/

The coexistence of these elements has not been entirely 
harmonious, particularly as the ARLF has grown and the 
credit application decisions have become more difficult.
Some Loan Board members felt that the loan examiners should 
report directly to the Board without any interference or 
participation by the Director, and some loan examiners had a 
similar opinion. The friction reached a peak when the 
Director adopted the procedures manual, took disciplinary 
action to obtain compliance therewith by Division employees, 
requested the Board to place its policies in writing, 
overturned three Board actions granting loans on the grounds 
that they were inconsistent with governing regulations, and 
revised the ARLF application form.

A/ It should be noted that in past years the Board has 
financed operations at levels in excess of 90%, recently 
reduced to an average debt/equity ratio in the neighborhood 
of 75%-25%. Frequently, state land sale contracts 
constitute part of the collateral offered by the borrower. 
While relatively high' debt/equity ratios are necessary in 
order to permit borrowers to meet development schedules for 
agricultural lands, this circumstance highlights the risk 
capital nature of the ARLF and the importance of developing 
accurate loan history data to aid the Board in its 
deliberations. ?

          . *

5/ It should be noted that Loan Board members receive no
compensation other than travel and per diem, and their
duties are demanding.



Ir. retrospect, none of the parties are entirely faultless. 
The Board should have given more attention to written 
policies and procedures arid recognized that they are being 
assisted by the Division of Agriculture, which consists of 
loan examiners and the Director. Lean examiners should have 
willingly participated in the development of the procedures 
manual for the sake of professionalism as well as their own 
protection, and recognized that they are employees of the 
Division rather than the Board. The Director, while his 
actions to upgrade ARIF policies and procedures were fully 
correct as were his efforts to obtain compliance therewith, 
should have worked more directly with the Board members 
during the development stages of the procedures manual and 
application form revision; nevertheless, his decisions in 
overturning the three loan actions were proper. Finally, 
the Commissioner's Office (within which I include myself) 
should have paid some attention to the Loan Board over the 
past several years instead of leaving the entire burden on 
the Director.

It should be emphasized that most of the impetus for 
upgrading the policies and procedures of the ARLF came from 
the Director, and he was therefore visited wi t h substantial 
criticism from a number of quarters for what he did and how 
he handled it. From my standpoint, with a few minor 
exceptions, that criticism was unjustified.

Recommendation: A Department Order on the respective
responsibilities of the parties involved in the ARLF (a 
draft of which as been prepared) should be adopted by the 
Commissioner. General policies on the objectives of the 
ARLF and the types of loans which will be granted should be 
agreed upon between the Board and the Department. The loan 
examiners, under the supervision of the Director, should 
evaluate credit applications in the context of applicable 
policies and procedures and make recommendations to the 
Board. The Board should adjudicate individual credit 
applications in accordance with their policies.

The Director should not overturn a Board decision unless he 
believes that it violates state policy or applicable laws 
and regulations; before formally overturning a loan decision 
by the Board, he should check with the Commissioner and 
review the matter with the Board. The Commissioner should 
entertain appeals of. Board actions only in the context of 
alleged violations of stated policy or applicable laws and 
regulations. Board decisions should be faithfully carried 
out by the loan staff recognizing fully the intent behind 
them. In addition, the Department should develop the best 
possible working relationship with the Board.

/ T

5. The State does not have an adequate extension 
services system for agriculture which includes assistance to

-inr.r.CTT:..



Much of agricultural development in Alaska is at an early 
stage, and a number of persons who have elected to engage in 
agriculture do not have extensive experience, particularly 
with the unique soils, climate, and marketing conditions in 
Alaska. Moreover, many prospective borrowers from the ARLF 
are uncertain as to the extent the State will guide and 
support particular agricultural industries as opposed to 
letting them exist entirely on their owmi.

While some extension services are provided by the University 
of Alaska and by the U.S. Department of Agriculture, they 
have not risen to the level of the county extension agent 
concept which is an important and familiar element in lower 
48 agricultural communities. Furthermore, because of the 
relative absence of Production Credit Associations and other 
financing infrastructure in Alaska, an Alaskan extension 
service should fully incorporate assistance in obtaining 
ARLF financing as part of its program.

Recommendation: DKR should include a project in its FY
1984 budget submission for a county agent extension service 
system for both agriculture and forestry, including 
assistance in the preparation of ARLF financing requests. 
This service should be oriented towards maximizing exchange 
of information within the agricultural community, assisting 
the farmer in developing optimum types of operations and 
products (with advice from the Experiment Station and Plant 
Materials Centers), and aiding the farmer in developing the 
best possible loan package for consideration by the ARLF 
Board based on marketing information described in Paragraph 
one above. This approach should minimize misunderstandings 
between the Board and ARLF applicants and maximize the 
success rate of ARLF loans.

6 . The Board and the Department do not have a regular 
program of inspections of operations financed by the A R L F .

Presently, the Board and the Department do not have a 
comprehensive system for inspecting operations financed by 
ARLF loans to determine compliance with loan conditions or 
the relative success of the operation. Inspections 
conducted to date have revealed important information on the 
types of farming enterprises which are succeeding and 
failing as well as borrowers who have not fully complied 
with the conditions imposed in conjunction with their ARLF 
loans.

'Recommendation: The FY 1984 budget submission by DNR
should include increased funding for loan inspections. 
Inspections should increase 'to the extent possible in FY 
1983.



m ade to the Boar d to m i n i m i z e  occa.sior.s o f  e c t u a T  or 
p e r c e i v e d  co nf l ic t s o r i n t e r e s t .

Traditional practice has been for at least four of the five 
-moir.bers of the Loan Board to be from the agricultural 
business community. As the relatively small agricultural 
community becomes more integrated, members of the Board are 
experiencing increasing instances where borrowers are 
persons with whom they have done business or are otherwise 
economically related to their own interests. The Board has 
recently adopted detailed policy guidelines on conflicts of 
interest; nevertheless, the Board may soon face a situation 
where enough of the members have excused themselves that a 
quorum cannot be obtained to act on an application.

Several suggestions have been made to rectify this 
situation, including moving the ARLF function to the 
Department of Commerce & Economic Development and 
integrating it with their business loans program, altering 
the structure of the Board, and changing the types of 
appointments made to the Board.

Recommendation: Moving the ARLF to the Department of
Commerce would not solve the problem, but merely remove it 
to another arm of the bureaucracy. Given the size of the 
ARIF, which is larger than the existing business loans 
program, it would likely cause a major disruption in the 
Department of Commerce as well. Moreover, the Department 
would be abdicating its responsibility over this important 
area of agricultural development, and it is extremely 
important that agricultural lending benefit from specialized 
knowledge and understanding of the agricultural development 
situation in Alaska.

Another suggestion proferred was to have credit applications 
adjudicated by a committee of government officials, with the 
Agricultural Revolving Loan Fund Board acting in an advisory 
capacity. This would require a statutory change, and it is 
doubtful' if it would be received with enthusiasm b y  the 

' agricultural community.

A  .third possibility would be to increase the membership of 
the Board and/or make-additional appointments from the 
financial and business community or from other government 
agencies, providing for an assured quorum of persons 
unlikely to have any conflicts while retaining the 
agricultural expertise to insure that -ARLF remains a 
practical service to farmers. Appointments from the 
financial community might be especially desirable; that 
community has been reluctant'to date to engage in financing 
agricultural ventures, and a greater understanding of the 
risks and opportunities characteristic in various Alaskan
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agricultural enterprise? among its members night: advance the 
date at vhich larger volume-s of private financing night be 
made available. Thir, approach alto would require statutory 
c h a n g e .

The fourth, and perhaps nest promising option, would involve 
using a concept similar to that presently employed in State 
government for the approval of contracts. Under this 
system, the Loan Board would operate as it does now, but all 
credit applications approved by the Board would have to 
receive final approval from a committee of state officials 
reviewing each application for any procedural 
irregularities, deviation from customary agricultural 
lending practice, problems with conflicts of interest, and 
similar matters. The committee would not be empowered to 
finally disapprove a loan, but only to remand the 
application to' the Loan Board with instructions for further 
action if they did not believe they could approve it. 
Procedural problems with loans disapproved b y  the Board or 
special questions referred to the committee, which would 
then direct the Board as to the proper procedural course of 
action. Under this approach, the Board wou l d  continue to 
perform its intended role and apply agricultural expertise 
to ARLF l o a n s , while the committee would provide a safeguard 
against procedural improprieties or serious deviations from 
acceptable business practices.

8 . The ARLF must develop a system for charging of 
interest rates which avoids permanent dependency by 
individual enterprises on the Fund and the attraction of 
applicants whose businesses are predicated on low interest 
ARLF lo a n s .

For many years, the statutory interest rate for ARLF loans 
was 6Z. As of this legislative session, the interest rate 
is now a nunimum of.8%, and the Board is currently using the 
8% figure for its loans.

It must be understood that the ARLF in fact provides two 
financial advantages to borrowers. First, it offers what 
amounts to venture capital in that the private financial 
community has not been inclined to underwrite many Alaskan 
agricultural enterprises even at market rates of interest 
(and certainly not in the volume loaned out by  the ARLF). 
Second, the ARLF offerS venture capital at substantially 
less than market rates.

The gap between ARLF interest rates and market interest 
rates nas increased considerably in the past few years. As 
a result, there is .evidence that some enterprises are 
becoming increasingly dependent on the ARLF and, further 
that the ARLF has become an extremely attractive source of 
money upon which businesses may themselves b e  'predicated.
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Recomm endation: The ARLF statutes now provide that
interest rates on Fund loan's be at a minimum of 82; 
consequently, it is possible for the ARLF to charge greater 
rates where warranted. It is advisable for the ARLF to 
develop an interest rate system which preserves the 
advantages of favorable financing while avoiding the 
problems described above.

Suggestions have been made that the interest rate for all 
loans be increased steadily until market rates are reached, 
or that the rate for individual borrowers increase over time 
until it equals the market rate. The problem with the first 
approach is that it does not reflect the differing viability 
of different types of agricultural enterprises. The second 
approach risks financing competitors at different interest 
rates, giving one a government created advantage.

Perhaps the most practical concept would be to establish 
different interest rates according to the estimated 
viability of various products or enterprises. For example, 
loans for operations for a product just getting started in 
Alaska might be.at 8%; as the reneral efficiency and 
economies of scale for that product improve, interest rates 
could be increased accordingly until they reach market rates 
(coinciding with that product becoming a self-sustaining 
industry).

In any event, a firm policy on interest rates for ARLF loans 
must b e  developed in FY 1983.

9. The ARLF Board has not been regularly consulted by 
the Department during the planning stages for State 
agricultural land disposals.

The State has sold well in excess of 100,000 acres of 
agricultural land in the past four years in the form of both 
major agricultural project sales and through DNR's annual 
land disposal program. These lands have been sold under 
agricultural title to encourage purchasers to commit the 
land to agricultural pursuits, and some sales have included 
a development plan as a condition of sale.

Obviously, a substantial percentage of purchasers of State 
agricultural land will eventually become applicants for ARLF 
credit. Presently, however, the ARLF board is often not 
formally consulted in the course of developing agricultural 
lands sales policy. As a result, their expertise in 
assisting in the design of such sales to maximize the 
viability of potential operations (and therefore the 
likel'ihood of ARLF financing) is not available.

Recommendation: The Agricultural Revolving Loan Fund 
Board should be formally consulted by DNR in conjunction 
with formulation’of agricultural land disposal policy.

1
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lin e s ’a?

You have inquired whether ARLF can in s t i tu te  debt r e ­s truc tu r ing  as contained in  ARLF Board -Guidelines f o r  Restruc­tu r in g , ’June 25, 1987> without re v is io n  o f  AS 3 .1 0 .
. •**

S p e c i f ic a l ly  j ; y w  inqu ire  whether ARLF has the auth­o r i t y  t a ’‘•spend funds to  ttaintain. a sse t^ .a n d  inv«at=aafc. which h«eh:"acquired through loan  se rv ic ing , to  etraend funds f o r  o the r loan  serv ic ing eccpensa, and ro change the turns and condi­t ion s o f current loans . Changing thfi-J:fimj3»,aiid„conditions^o£

no in te re s t  f o r  a ce rta in  t in e ,  and conso lidating d i f fe re n t  types o f loans in to  one repayment schedule. In  add it ion , you inqu irewhether ARLF may suspend the requirement f o r  repayment o f  c le a r ­ing loans , provided the land to  which thB c lea r ing  loan attaches i s  used only f o r  a g r ic u ltu ra l purposes.
You indicate a number o f reasons f o r  the June 25, 1987 guide lines including:
1. an average delinquency ra te  as o f  December 31, 1986 o f  58 percent)
2 . an average delinquency ra ta  as o f  December 31, 1986 o f  73 percent i f  current loan puyrr.ent moratoriums did not emistj
3 . high debt loads o f ARLF borrowers, in  many cases dabc/asset ra t io s  exceeding 752 j and
it, depressed a g r ic u ltu ra l economics in  Alaska and in  the na tion ,
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01a s r in Z j,I pa^Sfr A review o f  the fed e ra l regu la tions covering the 'Firmer'* s Ecne Administration (h e rea fte r  FtJHA) and the Para Credit System con firn  th is . Chapter XV II I o f  7 C.F.R, .covers the. F a r ra r 's  Hone Adm in istration , Pa rt 1951 covers loan se rv ic ing .7 C .F .R . 1951,25 covers se rv ic ing  actions "such as conso lidation , reschedu ling , reac.ortitar.ion o r d e fe r ra l « « f o r  loans . 7C .F.R . 1951,33 covers conso lidation  and rescheduling f o r  "ex is t ing  lo an s ."  Rescheduling i s  defined as "rew rit ing  ra tes and/or terms", 7 C.F.R, 1951,40 covers reano rt iza t ion , which is  defined as rearranging "the insta llm en ts o f  a loan which mav inc lude changing the in te re s t  ra te  and ta res o f the lo a n ."  7 C,F*R. § 1951,41 covers set asides , which i s  postponing a p o rt ion  o f p r in c ip a l repayment f o r  a number o f  yeara at zero percent ra te  o f  . in te re s t*  7 C.F.R, 1951,44 covers payment d e fe r ra ls ,  There is  an understanding by the FHRA that conso lidation , rescheduling, raam crt lza ticn , sat as ides , and d e fe r ra ls  are loan serv ic ing fu n c t io n s ,
Subpart iT o f  Chapter V I o f  T i t le  17. covers loan  Se r­v ic ing  Requirements f o r  the Farm Credit Administration.. Subpart H, beginning with 12 C.F*R* § 614.4510 considers extensions, deferments, ream ortiza tion , and forbearance as loan serv ic ing functions .
The FMRA als.Q^tonaid e ra ja rpendlngr.txundsfg-for-grCollaosion^, l i t i g a t i o n  ,__tajsflB.,^£iib,rai'aal3,^,and_ai.milar,_ttnnfirises-rfls^parE_rvo f _ , .  KlOanlBwrvi.cing^ZThe payment or delinquent taxes i s  covered by 7 C .F .R . § 18*63,^7 C.F.R* § 1B72 covers se rv ic ing f o r  r e a l  estate loan s . Section 1872,4 covers the cost o f  appra isa ls whan needed to make serv ic ing decis ions. Section 1872.2 covers the a b i l i t y  o f  the IKRA to manage, care f o r ,  and maintain re a l estate which i s  secu r ity  f o r  RfflA loan s . A review o f  the Farm Hcrna Adminis­t r a t io n  and the Farm Credit Administration ind icate that enpending funds to c o l le c t  loan s , loca te  and gather c o l la t e r a l ,  keep assets in  good working o rde r , and. operate businesses ( i f  neca«3ar7 to preserve asset valued) are considered pa rt o f  the loan se rv ic ing  function .
•ARLF has implied powers from AS 3 ,10 to perform loan se rv ic ing  functions .
The next question is  whether ARIF has authority  to use the June 25 loan serv ic ing options , exa ljLv.,^8_gat

.h avre_T, h e -&.U t h O-V.l t y . , ,flg a_3T n d h e lp f u l  to carrying out sp e c i f ic  le g is la t iv e  program, even



Mark' Weaver December 7, 19B7
Page 3

though the le g is la t io n  nay not s p e c i f i c a l ly  provide Bpacific au tho r ity  f o r  ^” 131 P . 2d 305, 513 ( C a i r i 9 4 D , Craws dr a v , Imperia l I r r ig a t io n  D ia t . , 253 P. 726, (C a l, 1927 )) *Talfcad-gencr7  Jo in t Venture v . Space, 554 P .2d 761, 765 (Hawaii 19/&); State v, If in & Feacner Club, 316 A .2d 351, 355 <M«. 1974 )» Adana countv Uoir, Inc, v . Colorado Dent, o f R e v . , 610 P . 2d 97 ,99"\CqIo . 19B0i.  ---------------
AS 3.10.010 Btatas that it la the

po lic y  o f  th is  chapter to promote the more rapid development o f  ag r icu ltu re  as an industry through­out the s ta te  by means o f  long-term, lew -in te res t lo a n s .
AS 03 ,10 ,020 provides tnraa nathods f o r  •carrying out the p o lic y  in  AS 3 .10*010 . The methods are to nnka loans, estab-* l i a h  amortization p lap s , and enter in to  agreements with p r iva te  lande rs , s ta te  agencies, and fed e ra l agencies.
AS 3 .10 seta out acne tarns and conditions f o r  the ini­t i a l  loan  transac tion , f o r  a raap la , farm development loans cannot exceed 30 year3 and have Bpacific in te re s t  ra t s a .AS 3 , 1 0 . 020(a ) ( 1 ) ,  (A ). AS 3 ,10 covers no form o f loan se rv ic ­ing , except f o r  a re fe rence to a th ree -year extension o f  a short te rn  loan , AS 2 ,1 0 .0 5 0 ( c ) , _ .Thn^ability^ .to^perform .loan„cervic- ing^fraction3^is^ssentia l^tQ^a^lcan;,prograaCb«cads'a'"'lDan aer- ■ v ie  ing^prpyi d e s^rfodi f i  c a tt i'prisU:'b ~improf■B^thXlP'^fa'paymant _ llnda'r ̂ ' b~0 tfie^hir cizn'st an ce 3~7  ̂ch ah g In g ̂ llpan fete$ti a^an'd ̂  ^ccndi'fcibhs^alSlDW the lender to obtain a g raa ta r income stream than s e l l i n g  the c o l l a t e r a l  a f t e r  en forcing loan terns as they were w rit ten  o r ig in a l ly ,  In  add ition , loan serv ic ing a llows the len S^ j^ f iL ^ ea lis e  the f u l l  va lue o f  c o l l a t a r a l  thrcugh programs fbg_upkfiflp_an t
For example, the loan serv ic ing program contained in  the AHiF Board Guidelines allows a po rt ion  o f past due loan* to accrue no in te re s t  but allows recovery o f  a l l  p r in c ip a l.  AJRLF w i l l  r e a l i s e  some recovery on the defau lted loan through reduced borrower payments, The a lte rn a t iv e  f o r  ARLF would be fo rec lo su re  and repossess ion . AJH.F would have equipment, liv e s tock  or land to s a i l  be fo re  receiv ing income. Because the Alaska ag r ic u ltu ra l industry  i s  small, the market f o r  equipment, l iv e s tock  and a g r i ­c u ltu ra l land is  l im ited , thereby s ig n i f ic a n t ly  reducing the p o te n t ia l income from asse ts . This i s  p a r t ic u la r ly  true in the current economic climate in  Alaska which exacerbates the lim ited  market. In  conclusion, w ithout loan se rv ic ing functions, a loan program would be lim ited  to c o l le c t io n  and asset maintenance
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options tha t would not n ecessa ri ly  be in the best interest of the 
State of Alaska.

As a revolving loan fund, money received on loans and 
through loan servicing efforts is returned to the fund, Loan 
•servicing options can provide a greater income stream, thereby 
enhancing the revolving nature of the fund. Jha^financial in,teg?

 _____  y i j r o .
i*ter^v7-!v'jsMxzxssz**":**— ■'— r'.iumju,-- —  -------"’v  ----------ivxng xuni 1 s in

a better position to make long tern leans as reauired by AS 
3,10,010,

The loan eervieing program that was outlined in the 
June 25, 1937 mama, including expanding ARLF money to 'maintain 
feaseta, and changing terms and ccnditicr.s of current leans is
'within the implied powers of AS 3 ,10.010.

• * •
•

The need for £am-oriented banks and government agen­
cies across the nation to devise new loan servicing programs for 
farms 'became critical in 1935, The guidelines contained in the 
Juno 25, 1987 memorandum are baaed on a proposal by the American 
Farm Bureau dated March 6, 1986 and the standards for troubled 
debt restructuring as affected b7 Financial Accounting Standard 
Board Rule 15 approved by the Comptroller of Currency for the 
United States Treasury in March 198o. The Comptroller of curren- 
C7 issued banking circular on March 23, 1966 allowing significant 
modification of interest rates and other loan terms 
modifications allowed improvement of the overall portfolio 
performance, (Comptroller of the Currency, Banking Cirmu^ar:: 
Capital... Forbearance Folicies, Mar, 28, 1986, pp* I, / J • £ fe
prograca- and "their justifications were not available when John A. 
McDonagh wrote hie January 31, 1986 memorandum to D3?nf*
Therefore, this memorandum supersedes the ■ W  v  „ ju~.

Tmd^bhnking procedure^ gagAs5iilgSo^SSfl.ftgr "

^ m ^ ‘zan* ^ ' H e  June 25, 1987 memo also includes a suspension of 
clearing payments, provided the lend is devoted to ag.iculturai 
use, The suspension, as seated, does not enhance trie repayment 
possibility or the clearing loan.

The suspension significantly alters tha clearing loan 
transaction between ARIF and the borrower. A  loan of money is 
defined as a contract by which one delivers money to another and 
the latter agrees to repay the money at a **JCeA n2=x ' mBiHlS 
States v. Meifart-White C o , , 247 F,'Supp. 573 (1965), aftxrmeo 
3/2- Jt-’,Zd"'3/2 (9th Cir, 1967), end remanded on other



The June 25, 1987 guidelines identify two types of 
clearing loans, those funded directly from ARLF and these funded 
07 the Agricultural Action Council and administered by .ARLF. 
ARLF ha3 ' the authority to make c lea ring  loans under AS 0 3 .1 0 .0 3 0 (g ) , However, there is no legislative authority f o r  a 
transaction other than a loan. Therefore, ARIF generally lacks au tho r ity  to institute & prcgran that changas a loan^into another type of tranj
o n ^ S h O e l t a . j .  ______  ________

<Mabu£&&>S22£ro
The le g is la t io n  f o r  the AAC c lea ring  loans provided nora f l e x i b i l i t y .  SLA 1975, Cb, 80, see. 25 , p. 67, 1, 34 to P. 68 1 . 7 appropriated $4,736 m i l l io n  to " f i n a l  e lea ring" f o r  the Delta  1 p ro jec t*  SLA 1SB1, ch., 82, aec, 30, p. 156, 1. 24 to p. 157, 1. 10 appropriate $4 m i l l i o n  f o r  De lta  IX p ro je c t "c lea ring  loans"* SLA 1982, ch* 25, esc* 4,. p, 11, 11 7-11 appropriated $402,000 f o r  Delta  X "c lea ring  loans" . The le g is la t iv e  au tho rity  was f o r  sctse funds f o r  loans , f o r  other funds, the le g is la t io n  does r.ct specify  the type o f  c lea ring  transac tion , SLA 1986 chap, 109, requ ires that the cocnissioner o f natural^ resources fo rg iv e  c lea ring  loans on the Delta P ro je c ts  i f  forgiveness i s  requested as pa rt o f  relinquishment,
I f  a De lta c lea ring  loan i s  invo lved as a pa rt o f  a re s tru c tu r ing  request under the June 25, 19887 guidelines that does not include a relinquishment request, then the source o- funds must be determined, ffor««t&PS.rt-J.oana made

appropriated f o r  c le a r ing , a suspension program is  w ith in the 
in ten t ion  o f Ch* le g is la t io n *

SLA 1980, Chap, 7 0 , .  sec, 1 , grants $3,6 m i l l io n  to theAAC f o r  Po in t HacKensia "land c learing11. The AAC chose to usethe money f o r  c lea ring loans , DilR assumed the administration n-the AAC loans in 1984. SLA 1984, Chap. 171, sec. 49. B7June 25 gu ide lines , DNR, through ARLF, has chosen to change tne c lea r ing  loans to a cond itiona l grant, Since grants are one wa/ o f accomplishing land c le a r ing , the change i s  permissib le unae 
the le g is la t io n ,

t



hfark Weaver December 7, 1987
Page 6

In autmary, if the clearing loan is attached to land 
that 13 part of the Delta projects, the loan muse be forgiven of 
part of a relinquishment request. If the loan is not pare of a 
relinquishment request, the source of funds must be discovered to 
determine vhather the changing a loan to a conditional grant 
program by payment suspension is permitted by legislation,

Jlfl 5 Cnh
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$ 1 0 3 ,8 6 7 / 3 7 0 ,9 1 0

$ 1 3 9 ,5 5 2 /4 2 9 ,7 0 3

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

$ 2 3 4 ,0 0 0 /2 8 0 ,9 5 8
$ 2 6 6 ,0 0 0 /2 4 5 ,6 4 9
$ 3 0 0 ,0 0 0 /3 0 9 ,8 6 0
$ 2 8 7 ,0 0 0 /2 9 4 ,2 9 5
$ 2 1 6 ,0 0 0 / 1 6 2 ,63S
$ 3 9 4 ,0 0 0 /7 0 ,1 8 2
$ 3 8 8 ,0 0 0 /5 1 ,1 1 6
$ 3 9 0 ,0 0 0 /1 3 2 .8 6 0
$ 2 7 3 ,0 0 0 /2 2 2 ,1 6 2

3 4 1C ;0 0 0 /3 1 2 ,1 6 1
$ 2 8 6 ,0 0 0 /2 6 8 .2 7 2

■.* . J-
*i*. V.U * — ’•

■ a t t e m p t in g  to c u r e .   ........................ • • ■■

Repurchased'  op te d  for* fglble 
to  r e p u r c h a s e  9 $ 9 2 ,4 3 9 .
A p p l i e d ;  h a s  n o t  s e l e c t e d  o p t i o n s .  >.-• 
A p p l l e d j h n  o p t e d  t o  r e p u r c h a s e  
D i d . n o t  a p p l y ;  d a v a l o p m a n t  d e f a u l t ; "  
B a n k r u p t c y .  ' ? r \
R e p u r c h a s e d  f o r  $ 1 0 7 ,0 3 9  -  D O N E .  
A p p l i e d / d e v e l o p m e n t  d e f a u l t ;  
a t t e m p t i n g  t o  c u r e .
A p p l i e d ,  h a s  n o t  s e l e c t e d  o p t i o n .

Repurchased  f o r  $ 1 0 6 , 3 8 8

A p p l i e d ;  h a s  n o t  s e l e c t e d  o p t i o n .  
A p p l i e d / d e v e l o p m e n t  d e f a u l t / h a s  

• a p p e a l e d .
\ . . 

Appl1ed/El1g1b1l1ty uncertain.
Applied; has not swlncted option.
A p p l i e d ;  C o n t r a c t  a m e ndm e nt  s e n t ,  .
r e p u r c h a s e  9  $ 9 7 ,7 6 5 .
A p p l i e d ;  hav e  n o t  s e l a c t c d  o p t i o n .

R e p u r c h a s e d  f o r  $ 9 7 ,3 4 8 .8 3  D O N E ,  
R e p u r c h a s e d  f o r  $ 1 0 1 ,5 0 0 .1 1  D O N E .  
A p p l i e d ;  h a s  n o t  s e l e c t e d  o p t i o n .  
A p p l i e d ;  h a s  n o t  s e l e c t e d  o p t i o n .  -  
A p p l i e d ;  has  n o t  s e l e c t e d  o p t i o n .  
A p p l i e d ,  h as  n o t  s e l e c t e d  o p t i o n .  
R e p u r c h a s e d  t o r  5 / V . H / l  D O N E . 
R e l i n q u i s h e d  1 n .  t o t a l .  
A p p l i e d / D e v e l o p m e n t  d e f a u l t ,  
f o r e c l o s u r e  I n i t i a t e d .

R e l l n q u l s e d  1 n  t o t a l .
A p p l i e d ;  h a s  n o t  s e l e c t e d  o p t i o n .  
R e p u r c h a s e d  f o r  $ 8 8 ,0 1 5  D O N E . 
R e p u r c h a s e d  f o r  $ 7 4 ,2 4 8  D O N E .

Hao o c i c c t c d  o p t i o n  t o ' r c p u r c !  
Relinquished 1 n  t o t a l .  S 3 1 ,
R e l i n q u i s h e d  1 n  t o t a l .
R e l i n q u i s h e d  1 n  t o t a l ,
A p p l i e d ,  d o c u m e n t s  b e i n g  p r e p a r e d , -
r e p u r c h a s e  f o r  .$ 6 1 ,5 4 3 .
A p p l i e d ,  i n e l i g i b l e ,  b a n k r u p t c y .
D o c u m e n t s  b e i n g  p r e p a r e d  to r> 

for $ 8 2 , 2 1 4

$ 2 6 8 ,0 0 0 /1 5 8 ,0 3 1  > • • •  R e l i n q u i s h e d  1 n  t o t a l . j j j p r '  
$ 4 3 ,6 9 1 /8 9 ,8 2 .0  -v "  R e p u r c h a s e d  f o r ' d l S j ^ o M ^ .



A t t a c h m e n t  &

RBSTRDC nn iS  T.nftB UPDATE* ■■ ■ W W WTwTr w TTtIt VW IVto  o l W mnxy 10, 1968

DATES uorkdvjerb LOANS DOLLAR AMOUNT
7 /0 7  -  1 0 /3 1 /0 7 6 34 3 2 ,3 5 1 ,4 6 8 .9 6
1 1 /1 /0 7  -  2 / JO/OO 30 113 $  9 .5 4 6 ,9 3 0 .6 ?
TOTAL 36 146 $ 1 1 ,6 9 6 ,3 9 9 .6 3

l M a i DDtm A S

RUS3RUC1DKE6 CL096D:
Appxdv«d PRIOR t o  11/67 3 25 $ 9 2 4 ,6 2 0 ,0 0
Approved AFTER 11/07 ____ 1_ 4 3 4 3 4 ,6 7 9 .0 0
TOTAL 4 39 5 1 ,3 5 9 ,2 9 9 .0 0

APPLICATION APPROVE: 
AppiOv«d PRIOR t o  11/S7 3 9 $ 1 ,4 2 6 ,8 4 6 .9 6
AppiDVCd AS'TBR 1 l/ f i? 14 67 $ 4 ,2 6 5 ,4 1 8 ,5 2
TOTAL 17 76 $ 5 ,6 9 2 ,2 6 7 .4 6

APPLICATIONS DCCL1'/i6I>: 
Appxpv«d P&30R t o  11/67 0 0 m Q m

Appi'iiVdd AETER 1J/B7.. 15 41 S 4 ,8 4 6 ,6 3 3 .3 5
TOTAL 15 41 3 4 ,0 4 6 ,0 3 3 .3 5

T o m 35 146 $ 11,996,3991,63



D i m S I O N  O F  L U N D  H N D  
U IH T E R  M A N A G E M E N T



AGREEMENT STATUS REPORT 

SUMMARY From REVENUE and BILLING PRINTOUT 3-21-88 

Number of Case Files

Agricultural Sale Contracts 
Executed

In Process of Execution 
Bank>uptcy 

On Appeal 
In Default
Moratorium in Effect 
Closed - relinquished 
Closed - Terminated 

Total

Paid Off 39

Land Sale Contracts

Executed 5,629

Bankruptcy 18
In Default 56
Relinquished 167
Closed - Expired 8
Closed - Terminated 113
Closed - Foreclosed 69

Total 6,060

Paid Off 39

Land Leases
Executed 5,182

In Default 7
Relinquished 168
Closed - Expired 493
Closed - Terminated 532
Transferred 52

Total

Converted to Sale 284

Paid Off 5

Tideland Leases
Executed 204
In Default 1
Relinquished 1
Closed •’ Expired 44
Closed - Terminatedl 1

Total 2 5 T

Grand Total

176

6
6
1
9

60
6
4

7 5 5 “ 268

6,060

6,434

261

13,023

Agricultural Sale Contracts represent approximately 2% of the total 
number of case files.



DNR AGRICULTURAL OFFERINGS

Sale Date

Tanana Loop (Delta) 4/29/78
Homer 7/15/78
Delta Ag. Project I 8/5/78
Buffalo (Delta) 12/15/79
Bartlett Hills (Talkeetna) 12/15/79
Six Creeks (Delta) 12/15/79
Gustavus (SE) 12/15/79
Warren (Delta) 12/15/79
Two Rivers 7/19/80
Four Mile Hill (Delta) 11/3/80
Copper Center 6/80
Potlach Ponds (Fairbanks) 12/19/80
Pt,. Mackenzie (Wasilla) 3/6/81
Rosie Creek (Fairbanks) 6/29/81
Talkeetna 6/29/81
Scotty Lake (Talkeetna) 6/29/81
Salcha 6/29/81
Delta II 3/82
Eielson (Fairbanks) 6/82
Buffalo (Delta) 6/82
Pt. Mackenzie (Wasilla) 9/82
23 Mile Slough (Fairbanks) 12/82
Two Mile Lake I (Nenana) 12/82
Little Susitna (Houston) 12/82
Nancy Lake (Willow) 12/82
Goose Creek (Willow) 12/82
Delta Island (Willow) 6/83
Moose Creek (Talkeetna) 6/83
Browns Court (Nenana) 6/83
Clearwater (Delta) 11/83
Radieaux (Talkeetna) 6/84
Two Mile Lake II (Nenana) 6/85
Homer 5/86
kobe (Fairbanks) 5/86

No. of Parcels

60
14 
22
6

27
12
6
3

29
36
2

61
29

3 
1
4 

16
15 

14
3

29
17

17
3 
2
4 
4
4 
9

10
7
8
5

23

Total 505

1584T



CURRENT EXISTING LEGISLATION APPLICABLE TO 

AGRICULTURAL SALES

AS 38.05.065(h) Ch. 109, SLA 1986 AS 03.05.015
Pavment Delta Production

Agricultural Sales-  Moratorium' ■.........Debt Relief..... .... Credits

Tanana Loop (Delta) X
Homer X
Delta Ag. Project I X X

Buffalo (Delta) X X
Bartlett Hills (Talkeetna) X X
Six Creeks (Delta) X X
Gustavus (SE) X X
Warren (Delta) X X
Two Rivers X X
Four Mile Hill (Delta) X X
Copper Center X X
Potlach Ponds (Fairbanks) X X
Pt. Mackenzie (Wasilla) X X
Rosie Creek (Fairbanks) X X
Talkeetna X X
Scotty Lake (Talkeetna) X X

Salcha X X
Delta II X X
Eielson (Fairbanks) X X

Buffalo (Delta) X X
Pt. Mackenzie (Wasilla) X X
23 Mile Slough (Fairbanks) X X
Two Mile Lake I (Nenana) X X
Little Susitna (Houston) X X
Nancy Lake (Willow) X X
Goose Creek (Willow) X X
Delta Island (Willow) X X
Moose Creek (Talkeetna) X X

Browns Court (Nenana) X X
Clearwater (Delta) X X

Radieaux (Talkeetna) X X
Two Mile Lake II (Nenana) X X
Homer X X
kobe (Fairbanks) X X



Agricultural Contracts

60

505

Selected Selected Executed Bank- Appeal Default Morator- Relin- Termi- Paid Off Total Ag Total Ag 
for Sale in Sale ruptcy ium quished nated Parcels Parcels

Offered

Delta Debt Relief 36 Production Credits 14 E 3  Moratorium 60 ^  Ag Parcels



U f m y t s l ®  § f  m  S § r l m l f m m S
No Payments Made During Moratorium

Normal
Rgricultural
Contract Monies due at 

end of m oratorium .
$37,163.40

7,432.68
$44,596.08

5 payments 
1989 payment 
due 09 

9 0 -1

V "
Total Payment 

$174,598.41

Ag contract executed 
Payment $7,432.68 annually

• Start of Payment Moratorl um 
Principal balance at inception of 
moratorium $54,970.71.

• Policy of DNR—
Amend original contract 
Add 5 years on to contract 
Reamortize over 19 years 
Payments $7,462.98 annually
Non -In terest Bearing 
Repayment Agreement for 
Accrued Interest During 
Payment M oratorium  of 
$32,801.72.
Payments Over Life of the 
Contract $1,726.40 Annually

-Number of years 
in Payment M oratorium  
added to contract 
to equal 25 payments.

Total Payment w /o  
M oratorium  $104,057.52



IS f e s y e S m  Of mm $ § r S m M t  e w N t m m
Continued Making Regular Payments

Normal
Agricultural
Contract

" V
Total Payment 

$106,999.28

Ag contract executed 
Payment $7,432.68 annually
S ta rt of Payment 
M oratorium  
Principal balance at 
inception of m oratorium  
$54,970.71.
Principal balance $17,807.31 
Policy of DNR—
Amend original contract 
Add 5 years on to contract 
Reamortize over 19 years 
Payments $2,417.57 annually
Non -In terest Bearing 
Repayment Agreement for 
Accrued Interest During 
Payment M oratorium  of 
$23,902.03.
Payments Over Life of the 
Contract $1,258.00 Annually

Number of years  
in Payment M oratorium  
added to contract 
to equal 25 payments.

Total Payment w /o 
M oratorium  $104,057.52

•A
K 1

y\<\
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C
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Chart 7

Bills Pending Before the Legislature 
Affecting Agricultural Contracts

Bill # ......
CS for S B ' T W

• What~It Does 
txtends agricultural 
payment moratorium 1 

additional year for a 

total of 6 years.

"Potential Impact .....
60 applicants have parti - 

cipated in the 5 year 

moratorium to date.
Approx. 112 Ag contracts 
could participate.

Fiscal Note

- 0 -

SB #353 Extends the agricultural 
production credit law 

for 2 additional years 
(1986 through 1991).

14 applicants have parti­
cipated in this program 

paying interest on Ag sale 

contracts.
Approx. 230 Ag contracts 

could participate.

- 0 -

SB #359 Extends opportunity 
for reorganization 

of private debt at a 
Delta Project for 2 

years, until July 1,

36 of the original 38 
purchasers have applied 

7 completed 
6 in process 

1990 6 not eligible at
this because of de­

velopment schedules 

(may be later).
Extra 2 years beneficial 
to complete all who applied.

114.1
NRM I 52.7 DLWM 

CT II 27.7 DLWM 
CT II 27.7 DOA

SB #484 Restructuring the debt None to Contract
of certain dairy Administration -0-

farmers, applicable to 

ARLF loans.

1591T



DIVISION OF AGRICULTURE 
SER^CES, POLICY ISSUES AND STRATEGIES FOR THE FUTURE 

February, 1988

Mark Weaver, Director 
Division of Agriculture 
Department of Natural Resources 
Palmer, Alaska



DIVISION OF AGRICULTURE
APPLIED RESEARCH 

SERVICES
Cost effective testing, production and distribution of north latitude vegetable 
varieties, landscape and revegetation materials, and other crops utilized by arctic 
and sub-arctic resource industries (agriculture, petroleum, mining, forestry, 
tourism) to meet environmental requirements and production objectives.

The Division of Agriculture operates the statutorily created Alaska Plant 
Materials Center (PMC). The Division worku with the private sector to identify 
and respond to the plant material needs of Aiaskan industries, and coordinates 
the applied research and production efforts of the PMC with the more basic 
research efforts undertaken by the University of Alaska Agriculture and Forestry 
Experiment Station.

KEY POLICY ISSUES
All issues are long term:
1. Increasing demand by agriculture, petroleum, mining, timber, tourism and 

related land-using industries for revegetation materials and methods suitable 
for sub-arctic and arctic development sites. In many cases these are 
unavailable irom other sources due to unique conditions of the northern 
environment, and are required by regulation (both Federal and State) as 
conditions of industry land use or development.

2. Continuing demand by Alaskan horticulture industry (nursery, greenhouse, 
and row crop operations; $17 million in crop receipts during 1986) for 
landscaping, berry, vegetable and potato varieties adapted to Alaskan 
conditions, and for testing of new varieties and cultivation practices.

3. Continuing demand by Alaskan and other north latitude grain, forage and 
specialty seed producers ($2 million in 1986 crop receipts in Alaska) for 
quality seed stocks of locally adapted varieties not usually available else­
where, and testing of varieties and cultivation practices adapted to northern 
conditions.

STRATEGY
In all cases, abandonment of on-going projects would lead to inadequate sup­
plies of required materials and new technology. This would limit growth potential 
of industries and also reduce cost-effectiveness of many of those industries, 
leading ultimately to loss of competitive advantage in the market place, accompa­
nying reduction in local economic activity, and increased reliance on imports 
poorly adapted to Alaskan conditions. Although difficult to quantify the impact of 
reduction or increase of project activity, current levels of spending in potato and 
seed crops appear appropriate to the size of the industry now served in relation 
to its growth potential. Work with other vegetables and with landscape and 
revegetation materials, on the other hand, has been chronically underfunded, 
with the result that industry cost-competitiveness and growth potential have been 
limited to less than optimal levels.



DIVISION OF AGRICULTURE
INSPECTION AND MARKETING 

SERVICES
1. Provide inspection services of vegetables, potatoes, eggs and other raw 

food products for Alaskan producers and retailers as needed to comply with 
state and federal quality and quarantine regulations, and to enable 
agricultural products to be sold commercially.

2. Assist industry in promoting local agricultural products through 
advertising and personal contacts with large purchasers so as to increase 
market share and maximize substitution of cost-competitive Alaska grown 
products for imported product.

3. Undertake feasibility studies to aid the private sector in identifying new 
market opportunities; investigate agricultural products which Alaskans can 
produce at a competitive advantage for local and export markets.

KEY POLICY ISSUES/STRATEGY
The Alaska economy is shrinking; increased substitution of cost-competitive local 
products for imports is therefore highly desirable. Success depends upon the 
ability of industry to identify and influence demand and to respond with appropri­
ate increases in production.

Caution:
Sustainable, unsubsidized development is usually slow, and is in part dependent 
on uncontrollable factors such as weather and on the availability of capital, of 
land base, and of transportation systems that require long term commitment and 
coordination. Efforts to promote agricultural products must therefore be crafted 
to reflect immediately available supplies and realistic expectations of market 
share and capacity of the industry to expand. This requires intimate familiarity 
with producers and consumers of Alaska grown produce and with developments 
and limitations of production/technology. Failure to heed this principle is the 
direct cause of the failure of the Delta project to prosper. The appropriate goal 
is incremental expansion, not rapid growth.

Targets:
1. Vegetable industry - Alaskan conditions favor production of potatoes, carrots, 

peas, cole crops and some other vegetables of unique quality. Current fresh 
market share held by local producers ranges from 10-50% and probably could 
be doubled. Cash receipts to industry totalled $2.4 million in 1986. 
Additionally, processing (freeze pack) deserves study as a means to 
significantly expand both local and export markets.



2. Alaskan berry industry, which has potential to produce unique fresh and 
processed products (jams) because of favorable Alaskan climate; also 
specialty grain and grass seed production, which benefits from the disease 
free northern environment.

3. Dairy - Despite financial difficulties, local producers are generating $6 million 
of high quality milk per year, with an additional $6 million in value added at 
processing level. This supplies only 25% of local market demand; potential 
expansion to 50% appears possible with coordinated industry/Division of 
Agricultural effort.

4. Meat - Alaskan farmers supply $1.8 million worth of red meat annually, less 
than 5% of the total in-state needs. This is due primarily to lack of reliable 
slaughter and processing facilities in the past. If the Mt. McKinley meat plan 
remains open and the lessor-operator (Division of Corrections) remain willing 
to sell meat to private wholesalers, simple promotional efforts could generate 
significant expansion and several million dollars worth of additional import 
replacement in this commodity each year.



DIVISION OF AGRICULTURE
LAND CONSERVATION 

SERVICES
1. Make available to the private sector lands suitable for agricultural production, 

in sufficient amounts so as to permit and encourage development of viable 
agricultural enterprises that contribute positively to the state economy and 
quality of life.

2. Conserve the soil and water resources on all agricultural lands so as to 
optimize their long term economic value.

The Division of Land and Water Management has the lead in classifying public
lands for agricultural use and providing sale and lease documentation. The
Division of Agriculture has the lead in:

1. developing the land distribution and conservation policies that are applied to 
these lands through purchase contract requirements,

2. selling/leasing and conserving private lands that are acquired by the 
Agricultural Revolving Loan Fund, and

3. promoting conservation practices on private lands generally. The Division of 
Agriculture performs all field inspections that are required on agricultural and 
homestead parcels — more than 1100 total in 1987.

KEY POLICY ISSUES
y?°

Administration of-560-agricultural land development contracts (inherited from
previous administrations) will confront three central issues.

1. Demand for renegotiation of development requirements, some of which are 
needlessly restrictive and tend to promote economic inefficiency. Legislative 
authority to modify these contracts is needed; enabling legislation (SB23) is 
pending, with approval likely. Modification will require balancing of long term 
conservation interests (protection of the land resource) with short term 
economic concerns of the private sector.

2. Demand for settlement of relinquishment requests by Delta project farmers. 
Relinquishment and reconveyance of Delta lands was mandated by 
legislation passed in 1986 (SB 349), and complicated by the fact that lands 
eligible for relinquishment are collateral for ARLF loans. The Division of 
Agriculture provides field inspection service support to Division of Land and 
Water Management and protects ARLF collateral interests throughout the 
transfer process.

3. Release of land patents to those who have met contract development 
requirements. This is mandated by contract terms and requires field 
inspection of parcels, approval/denial of requests for patent, and forwarding of 
recommendations to Division of Land ar.d Water Management for paperwork 
completion.



DIVISION OF AGRICULTURE
AGRICULTURAL REVOLVING LOAN FUND 

AND OTHER ASSETS
S E R V I C E S

1. Manage the Agricultural Revolving Loan Fund (ARLF) like an 
agricultural bank to provide a continuing source of credit and capital to the 
agriculture sector with the following criteria: Loans to be made at stable rates 
of interest, with credit extended to borrowers based upon their ability to repay, 
and terms established so as to permit continued operation of the fund without 
decline of the portfolio.

2. Manage investments made by previous administrations in agricultural assets 
and farm d e v e l o r  nent projects so as to facilitate privatization of assets 
where p o s s ^  maximize return to the state and maintain stability and 
encourage subsidized development in the agricultural sector.

K E Y  P O L I C Y  I S S U E S

S h o r t  T e r m :
1. Implementation of a troubled debt restructuring program, which consists of a 

refinancing package for borrowers who are currently delinquent but appear 
able to repay principle if terms are adjusted.

A l t e r n a t i v e :  /50
Foreclosure on approximately H=5© farm operators, leading to resale of most 
agricultural properties at depressed prices, yielding a net loss to the loan fund 
and limiting the ability of some viable operations to contribute to the state econ­
omy.

L o n g  T e r m :
1. The need for improved credit analysis and collateral requirements and 

documentation so that non-performing loans are avoided and collections can 
be implemented efficiently.

2. The need to promptly collect and/or foreclose on delinquent accounts that are 
not restructured and do not otherwise appear viable.

3. The need to provide management oversight to operating business assets 
including the Matanuska Maid Creamery and Feed Mill, two meat processing 
plants, and a grain handling terminal (total market value approximately $6 
million).

A l t e r n a t i v e s :
None. Recommended approach will provide sound financial management con­
sistent with the legislative mandate to the loan fund to promote viable agricultural 
enterprise in Alaska. Although some assets could be sold, this is not advisable 
during the short term, (1-2 years) due to anticipated low return because of the 
current recession.
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The state must view as a business
. BY MARK WEAVER

Does Alaska have in  agri- 
cultural policy?'

When money was easy, we 
had agricultural policies by 
the dozen. We bad a policy to 
promote the grain Industry, 
we had a policy to promote 
dairying; we had a policy of 
promoting a whole slew of 
agricultural commodities by 
lending money to people w h o ' 
had little capital of their own 
and little history of manage­
ment. • .

As long as money was easy, 
the wisdom of these policies 
was not tested. Now-the well 
Is drying up. Their legacies 
are coming to haunt us: Delin­
quent farm debt. Processing 
facilities that are empty or 
unprofitable. Angry fanners. 
A disenchanted public.

Where do we go from here? 
Some say, "Do nothing." In 
fact, doing nothing will cause 
more waste. - 

I propose a different strate­
gy. The first step Is to recog­
nize the valuable lessons that 
Delta, Point Mackenzie and

other recent experiences can 
teach us, ,  *

» Lesson No. .1: Easy farm 
credit too often rewards bad< 
management. It does not pro-* 

.duce private sector growth 
that Is sustainable and unsub- 
sldlzed.

• Lesson No. 2: To encour­
age agricultural production 
for Its own sake is foolish­
ness. Suppply must be driven 
by demand. ■

• Lesson No. .3: Farmers 
must be required to bear the 
ordlnaiy risks of doing busi­
ness. Farming may be differ-' 
ent from other businesses, but 
it is not special.
■ In every sector of the agri­

culture Industry In Alaska 
there are successful farmers 
— those who profitably grow 
and market their crops and 
are In control of (heir debt, 
Horticultural crops — vegeta­
bles and potatoes from tradi­

tional farms, bedding plants, 
shrubs and other ornamentals 
from nursery and greenhouse 
producers — accounted for $17 

.m illion In gross sales last 
year, along with 1,600 Jobs. 
But even In' depressed sectors 
such'as livestock and grain 
there ire  producers who are 
making it -  without need of 
a bailout. There Is nothing 
wrong with agriculture In this 
stale, only with what we h a v e . 
tried to do to It.
• What Is the future of farm­
ing In Alaska? What role 
should s t i le  governm ent 
play?

To my way of thinking, 
government Involvement of 
any kind Is Inappropriate, un­
less basic criteria are met:

Can government provide a 
service that The private se c to r ' 
cannot provide?. Is there a 
public Interest at stake that 
justifies expenditure of public 
funds? •

If the answer to either of 
these queries Is "No," then 
government' probably should 
stay ouli

'  I can Identify only four 
•kinds of government services 
to agriculture that seem to 
meet this test. They are:

• Inspection ol food and- 
farm products destined for 
public use or consumption. A 
quality Inspection program Is 
tne key that opqis the door to 
the market place for Ihe local 
farmer. It Is mandated by 
federal law In some Instances, ‘ 
and helps to prom ote a 
healthy competition lor prod­
uct quality. At the same time 
It protects retailers and the 
public from those who would 
use Alaska is  a dumping 
ground for poor quality Im­
port.

• Research. Innovation on 
the farm depends upon sclen-

- tlflc research applied to real 
world problems. Our farmers 
sacrifice time and money In 
an effort to Identify new 
crops or methods that can 
give Alaska a competitive ad­
vantage. They cannot do this 

•efficiently, nor take advan-' 
tage of what they learn with­
out scientific support. Gov­

ernment should fill this void.
• Credit. Private banks do 

not like to deal with agricul­
ture, here or anywhere. Farm­
ers do not need free money. 
They do need a bank theycai 
rely on and, this Is most 

'im p o rtan t, t  banker who 
knows farm ing and who 
knows l  potentially profit­
able operation from a losing 
one. Nobody deserves a loan 
Just because be Is a farmer. 
Bui farmers, like other busi­
nessmen, deserve loans when 
their credit is good..

•Access to Land. In virtu­
ally tvtrj state, local govern­
ments have acted to protect 
their best agricultural lands 
from-erosion and incompati­
ble development. For this rea­
son, the Hammond adminis­
t r a t io n  In i t ia te d  an 
agricultural title system that 
offered farmers ownership, 
subject to a condition (bat the 
land nol be abused nor divert­
ed to uses Inconsistent with 
agriculture. This system Is 
without doubt tbe most valu­
able legicy of tbe big project

era. It Is tbe tool that pre­
serves tbe raw material of the 
farmer's trade a t a price com­
patible with tbe long term 
nature ol his Investment.

Inspection, research, credit 
and land access pass tbe acid 
test for government Involve­
ment In agriculture. With few 
exceptions, II a service is out­
side the scope of these four 
areas, tbe government of this 
state probably should not be 
providing It,

When money was easy, we 
could afford lo pursue agri­
culture as one more Alaskan 
lifestyle. Now we have no 
choice but to view agriculture 
as a business. If we stick to 
basics, It will grow at Its own 
pace, and require no subsidy. 
It will provide Jobs, and qual­
ity produce for all of us. And, 
by. the way, those who suc­
ceed In It will enjoy a reward­
ing llfestyie.

0  Mark W uvirfs Director ol lht 
Division ol Agriculture.
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DIVISION OF AGRICULTURE 
SUMMARY OF 1987 SERVICES 

February; 1988
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DIVISION OF AGRICULTURE
ALASKA PLANT MATERIALS CENTER

Summary o f 1987 Services 

EVALUATED for Alaskan conditions:

>► 57 berry varieties.> 30 rose varieties.> 6 varieties each of lettuce, cabbage, cauliflower and broccoli.
>  30 varieties of potatoes.> 5 salt tolerant grasses and forbs for North Slope revegetation.
>  15 species of trees, shrubs, forbs and grasses for other revegetation uses.

PRODUCED AND DISTRIBUTED to commercial growers:

>  10,000 disease free potato piantlets.> 1.7 tons disease free seed potatoes.> 2600 berry plants for fruit and landscaping.> 75 willows for revegetation, moose habitat and windbreak.
>  7  tons foundation barley seed for livestock feed.> 3 tons foundation oats for livestock feed.
>  5 tons foundation wheat 'or livestock feed.> 500 pounds grass seed for forage, revegetation, and landscape.

TECHNICAL ASSISTANCE:

> Inspected 100 lots of seed potatoes for certification.
>  Developed revegetation specification for highway erosion control.> Evaluated 17 remote revegetation, food and landscape plots from Kodiak

to North Slope.> Developed revegetation technology for ARCO, COMINCO and Air Force.> Prepared 5 reports on revegetation technology.
>  Presented 7 papers on revegetation technology and horticulture.
>  Sponsored Greenhouse and Nursery Conference attended by half the

growers in the state.> Sponsored 2 horticulture industry tours in Palmer and Kenai.> Participated in 41 horticultural industry related meetings.



FOOD & FARM PRODUCT INSPECTION  
AND ALASKA GROWN PROMOTION

DIVISION OF AGRICULTURE

Summary o f 1987 Services

>  500 produce quality grade inspections at farm and packing shed 
sites.

> 650 acres of grains and grasses inspected for certification at 54 
locations.

>  500 retail and wholesale site inspections for product quality.

>  50 seed samples tested for label compliance.

> 300 measurements on grain storage bins for Grain Reserve Loan 
compliance.

> 52 issues of Market News Report published for 850 subscribers.

> 100 meat plant visits to grade carcasses for value determination.

> 7 directories and statistical reports published for distribution to agricultural 
industry, consumers and government agencies.

> 300 contacts with producers, wholesalers and retailers to provide 
marketing liaison.

> 5 economic analyses published: veal, baking potatoes, beef, barley and 
canola (rapeseed).

> 5 Alaska grown promotion events organized in stores, and advertised in 
radio announcements and press releases.



DIVISION OF AGRICULTURE 
LAND CONSERVATION/CONTRACT MANAGEMENT

Summary o f 1987 Services

> 185 farm conservation plan inspections and revisions.

> 56 homestead parcel inspections.

>  806 farm development plan inspections and adjustments.

>  35 Homestead Credit inspections.

> 83 clearing loan inspections.

>  159 applications for patent, moratoriums, assignments or 
relinquishments reviewed.

>  1778 visits, telephone and office contacts, discussions with farmers, 
homesteaders, etc.

Organized 2 state-wide Association of Soil and Water Conservation Districts 
meetings and attended 27 District meetings.

Organized quarterly meetings of the Alaska Soil & Water Conservation Board 
and provided executive services to the Board.



DIVISION OF AGRICULTURE
AGRICULTURAL REVOLVING LOAN FUND (ARLF) 

AND OTHER RELATED LOAN SERVICES

Summary o f1987 Services

Twenty-seven board meetings were held including 12 regular meetings, 12 
teleconference meetings, and 3 public hearings. 148 loan applications were 
considered. The cost for the meetings totaled $17,026.36.

Support to the Fairbanks and Delta areas was provided by frequent visits by 
Loan Examiners. A total of 18 visits were made to these areas representing 55 
man days. Appointments are scheduled in advance to meet the needs of bor­
rowers in the area.

Loans by area are as follows:

AREA BORROWERS LOANS LOAN BALANCE

Matanuska Area 
Delta Area 
Tanana Area 
Kenai Ara 
Other Areas

85 Borrowers 
75 Borrowers 
37 Borrowers 
19 Borrowers 
09 Borrowers

199 Loans 
252 Loans 
083 Loans 
039 Loans 
020 Loans

$17,957,042.29 
$17,376,351.28 
$ 1,818,732.37 
$ 1,380,597.78 
$ 1,299,510.94

Totals 225 593 Loans $39,832,234.66

Other ARLF Assets $10,466,036.76

Loans Serviced for Others (AAAC, etc.) $14,014,860.00

Total $64,313,131.42

The Loan Fund is in the process of restructuring some nonperforming loans. The 
cut off date of November 1,1987 resulted in receiving approximately 84 applica­
tions totaling over $29 million. During the January 1988 board meeting the ARLF 
Board approved $3.1 million for restructure and declined $1.33 million. The 
overall delinquency rate has improved from the previous point of 78% in 1987 to 
a current level of 64%. We are forecasting continued improvement in the delin­
quency rate as more loans are restructured to provide realistic repayment sched­
ules.

The ARLF received $2,346,152 in revenue during FY 87, including interest total­
ing $560,129.

To date, production credits have reduced the interest income to the Loan Fund 
by approximately 50%. 1986 Production Credits equalled $346,055; 1987 pro­
duction credits equalled $539,997. Extension of this program will prevent the 
fund from revolving.
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SECTION I
HISTORY AND ORGANIZATION

The Agricultural Revolving Loan Fund (ARLF) is the largest of the farm 

loan programs administered by the Division of Agriculture. It was 

established by statute in 1953 with initial appropriations of $200,000. 

T his fund has grown through major appropriations from 1979 through 1985; 

it also has been supplemented by other agricultural loan programs that 

the legislature has initiated or relocated within the Division of 

Agriculture.

As a result, the Division of Agriculture is now responsible for the 

administration of $40 million n ARLF loans; $1.5 million in Grain 

Reserve loans; and $15.5 million in land clearing loans and 

miscellaneous loans made by former Agricultural Action Council. In 

addition, the ARLF has acquired three major agricultural assets as a 

result of programs initiated by former Agricultural Action Council: The

Fairbanks meat processing plant (currently unoccupied); the Matanuska 

Maid creamery and feed mill; and the Palmer me a t  processing facility. 

The Palmer meat processing facility is run by the Department of 

Correctiqns through an interagency agreement with the Department of 

Natural Resources. The Matanuska Maid creamery is operated under the 

temporary oversight of the Division Director and the ARLF Board.

M o s t  credit, c ol le c t i o n  a n d  a c c o u n t i n g  s er v i c e s  for  loan p r o g r a m s  aro 

p r o v i d e d  b y  A R L F  staff that  include a l o a n  manager, f ou r  loa n e xa m i n e r  

p o s i t i o n s  a n d  five loan a c c o u n t i n g  a n d  c l e r i c a l  posi ti ons .

The director of the Division of Agriculture, with the assistance of 

other Division staff, is responsible for development of policy for loan 
programs and assets. Non-ARLF staff also assist loan examiners with 

land inspection problems.

Total responsibilities include $55.5 million in active loans and $9.8 

million in ARLF-State owned assets. The Matanuska Maid creamery alone 

contributes more than $12 million in processed products and $1 million 

in operating expenditures to the Anchorage area economy each year.

M o s t  credit approvals, credit declines a nd collection actions for loan 

programs must be authorized by the ARLF Board. The current Board 

consists of two public members, both of whom are attorneys with 

commercial experience, a n d  three members with agricultural expertise - a 

Professor of Horticulture who operates a Palmer nursery, a livestock 

producer from Kenai and a hay farmer from Delta Junction. The Board 

collects per diem for meetings but is otherwise unpaid.

F a r m  lo a n  p r o g r a m s  are an  integral p a r t  o f  the se rvices p r o v i d e d  by the 

D i v i s i o n  of Ag r i c u l t u r e  in that they make capi ta l a v a il ab le for 

d e v e l o p m e n t  a n d  o p e r a t i o n  of Alaska farms, n u r s e r i e s  a n d  greenhouses. 

The D i v i s i o n  al s o  p ro vid es  other b as ic  services: a s s i s t a n c e  in

p r o m o t i n g  a n d  ma r k e t i n g  farm products; i ns pe c t i o n  of fresh m a r k e t  

prod uce  for r e t a i l  sales; land c o n s e r v a t i o n  and c o n t r a c t  m a n a g e m e n t



SECTION I
HISTORY AND ORGANIZATION

services; a n d  introduction of new plant materials to Alaskan industries 

through production, testing and distribution of crops, revegetation and 

landscaping materials suited to Alaska growing conditions and lcoal 

markets.

a. Current Status

During 1986 efforts were made to improve the overall operation of 

Division loan programs. New detailed operating and accounting 

procedures were established to correct deficiencies noted by Legislative 

Audit. 9.8 million dollars in loan losses from 1978 through 1985 were 

recognized through charge-off and recoveries started through three 

separate sales of repossessed collateral held during the first half of 

FY 87.

Lending policy has become more conservative with emphasis on ability of 

borrower to service loan debt, verified management experience, and 

realistic budgets of income and expense in operations.

b. Accomplishments

Loan Fund staff were involved in major projects this year while working 

wit h  a 50% vacancy level in the Loan Examiner positions due to lack of 

qualified candidates available for hire from the register. We 

accomplished the following activies:

0 Negotiated transfer of Fairbanks m e a t  plant back to the State

without bankruptcy or foreclosure.

0 Prepared p olicy and procedure to implement Production Credit

Legislation.

0 Developed new accounting procedures due to Production Credit

Legislation.

8 Designed and adopted new application forms for ARLF.

0 Designed and adopted new loan collateral documentation forms for

ARLF.

0 Established loan servicing and collection policy and procedure.

0 Provided the first forecast of income from all sources to Office

of Management and Budget.

8 Amended Loan Board presentation procedures a nd adopted more

detailed financial analysis requirements for Loan Examiners.

8 Replaced the Fund Accountant with a now employee with higher
level of experience and trained the new employee.
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SECTION I
HISTORY AND ORGANIZATION

° Closed the Fairbanks a n d  Delta offices of ARLF w i t h  transfer of 

Loan Examiner positions to Palmer.

0 Successfully challenged OMB budget transfer of all ARLF funds to 

general funds and retained two thirds of the ARLF balances for 

continued use in ag credit.

° Held Quarterly equipment sales of repossessed property and  

realized over $100,000 in additional income.

0 Adopted new bid and sale policy and procedure for sale of

repossessed property.

0 Modified the accounting system a nd produced year end financial 

information for Division of Management to begin Revenue and

Billing System.

0 Charged-off and began collection process on $9,800,000 in

non-performing loans.

0 Requested a nd received approvals from two administrations and 

A R L F  Board to purchase the Mt. McKinley Meats & Sausage plant a t  

foreclosure sale in December 1986.

° Negotiated lease agreement with Department of Corrections for 

the operation of the M e a t  Plant by prison industries.

0 Developed a Debt Restructuring policy for the Agricultural 

Industry.

° Participated in preparing the ARLF portion of Department Order

123 refering to SLA-86 Ch. 109.

0 Hired a nd trained two new Loan Examiners in July 1987 to fill

vacancies.

° Revised the internal operation of the ARLF assigning to the 

Loan Closer, activities similar to operations manager with 

supervisory authority over operations staff.

0 H e l d  s t a t e w i d e  Pu bli c Hearings to d e ve lo p the T r o u b l e d  D e b t  

R e s t r u c t u r i n g  Policy.

° Dr a f t e d  c o n t r a c t  for Ma na g e m e n t  S erv i c e s  for M at a n u s k a  Maid 

P l a n t  Ma na g e r .

° Dr a f t e d  c o n t r a c t  for M a n a g e m e n t  ov e r  site of M a t anu sk a M a i d  by 

Alas ka  D a i r y  Inc.

b. Accomplishments - continued
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HISTORY AND ORGANIZATION

0 Prepared bid waivers for sale of Matanuska Maid products to 

state agencies in Anchorage Bowl and Seward.

These activities were carried on while handling the normal flow of loan 

requests, preparing for and conducting board meetings a n d  handling normal 

activities in credit a nd collections.

During this period, a new administration was elected, a new 

Commissionerappointed, a new Director appointed, and the ARLF Board 

resigned and was replaced by new members assuming responsibilities for a 

large program with many difficulties needing resolution.

The ARLF has made considerable progress during the p a s t  year a nd the 

recent adoption of the Troubled Debt Restructure Policy and completion of 

procedures to comply w i t h  SB 349 jointly with the Division of Land a nd 

Water Management w il l  provide for the completion of this process.

b. Accomplishments - continued

c .  O p e r a t i n g  P l a n  - 1 2  M o n t h s

Purchase a n d  Install Computer Hardware and 

Software for Loan Analysis and Financial 

Management.

COMPLETION

3/1/88

° Provide operating a n d  Development credit for 

Agriculture.

Continuous

Proceed with Recovery on Chargeoff loans Continuous

0 Continue with Restructure of Marginal Non- 

Performing Loans.

Continuous

° Complete Legislative Audit for FY86 and FY87. 7/1/88

Revise and Evaluate Revenue and Billing 

Accounting System.

Complete Delta Debt Relief SLA-86, CH 109.

Continuous

7/1/88



SECTION II
LOAN ACTIVITY

a. Board and L o a n  A ctivity

Loan Applications
1987 Type of Meeting Considered Cost

January 21/22 Regular Meeting 18 1,121.00

January 27 Teleconference 0 193.30

February 18 Regular Meeting 7 528.75

March 5 Teleconference 0 260.21

March 11 Hearing - Leg. Affairs 182.50

March 18 Regular Mt. Anch. 3 279.00

April 10/11 Regular Meeting 17 360.50

April 13 Teleconference 0 180.27

May 5 Regular Meeting 6 943.83

May 13/19 Regular Meeting 13 1,806.84

May 22 Teleconference 0 583.32

June 16 Regular Meeting 19 880.59

July 13/27 Regular Meeting 9 1 ,110.0''.
July 20 Teleconference 1 363.13

August 5 Teleconference 44.89

August 25 Regular Meeting 6 510.00

September 15 Regular Meeting 1 185.00

September 22 Teleconference 7 650.74

September 29 Teleconference 5 400.07

October 7 Teleconference 363.07

October 9 Public Meeting Delta 555.00

October 12 Meeting - Anchorage 576.65

October 13 Teleconference 6 774.45

October 20 Teleconference 4 482.18

November 9 Regular Meeting 686.94

November 18/19 Regular Meeting 16 1,278.13

November 30 Teleconference 1 320.00

December 8 Regular Meeting 9 746.00

148 $ 17,026.36

7 Director loans were approved this year to borrowers in good standing.

In a d d i t i o n  to loan a p p l i c a t i o n s  considered, there were B o a r d  a c t i o n s  

c on ce rn in g pro posed policies, procedures, a s s e t  m a n a g e m e n t  decisions, 

e m e r g e n c y  a c t i o n s  and other loan related activities.



SECTION II
LOAN ACTIVITY

b. Loans By Area

Loans by Area a n d  Election District Covered by this Area As of 12/31/87

Area Borrowers % Borrower Loans %Loans

Matanuska Area 85 37.79 199 33.56
S D  E,H,I HD 6,7,12,13,15,16

Delta Area 75 33.33 252 42.50

S D  J HD 17

Tanana Area 37 16.44 83 14.00

S D  J,K HD 17,19,20,21

Kenai Area 19 8.44 39 6.58

SD D H D  5

Other Areas ___ 9 4.00 20 3.36

S D  J,N HD 17,27

Grain Reserve Loans 13 14

Land Clearing Loans 42 50

Kodiak Slaughterhouse 1 2

Alaska Farmers Co-op 1 4

TOTALS *235 100.00 663 100.00

* Borrowers with Grain Reserve a nd Land Clearing loans are counted only 

one time for Total.



SECTION II
LOAN ACTIVITY

c. Loan Fond Staff Delta and Fairbanks Office Schedule

Date

January 14-15

Staff Attending 

1

February 5-6 

25-27

March 11-12
26-28

2
1

May 6 -8

June 11-15

July 1-2

6-7

30-31

1
1
2

August 1

20-21
2
2

September 10-11 

24-25
2
2

October 8-9

15-16

29-30

1
2
2

December 16-18

Total 52 man days on site in Delta Junction and/or Fairbanks for direct 

client service.



SECTION II
LOAN ACTIVITY

d. Loan System - Revenue a n d  Billing

In January 1987 the ARLF Staff provided input data to establish ARL F  

borrowers and loans on the new Revenue and Billing data base. The staff 

worked with the Division of Management and loaded data available through 

December 31, 1986 on the computer system. System modifications delayed 

bringing the Division of Agriculture u p  on the system and a new testing 

program of data was run to determine compliance with design and to check 

results of inputing entries into the system and the effects on loan 

balances a nd loan servicing reports. The testing was completed in June, 

1987 and the Division was prepared to begin the system when Legislative 

A u d i t  began a review of operations for FY 86 and FY 87. Because of the 

ongoing audit and proposed changes to financial reporting requirements a nd  

format, the Division of Agriculture requested a delay of time to begin 

Revenue and Billing.

A  new Fund Accountant was hired during the last week of 1986 and a n  

Accounting Clerk was replaced in August 1987 and the resulting improvement 

in personnel in these positions revealed significant discrepancies in the 

loans receivable balances for the ARLF with a major impact on the accuracy 

of existing financial records.

A  review of the financial situation wit h  Legislative Audit combined wit h  

proposed changes in financial reporting requirements according to General 

Accepted Accounting Principles resulted in the Division of Agriculture 

requesting additional time to correct errors and omissions prior to 

beginning with the Revenue a n d  Billing system.

We have provided a new schedule for the implementation of Revenue and 

Billing as outlined below:

° The Division of Agriculture will complete the loan accruals

and audit information by February 1, 1988.

0 The Division of Agriculture will provide a new ARLF chart of

accounts and descriptions to Division of Management by March 1, 

1988.

° Division of Management to provide program for testing by May 1,

1988.

° ARLF to run test program during May and complete by June 1, 1988.

0 Division of Management to make required program changes by July 1 ,

1988.

0 Provided the system operates correctly the Division of Agriculture

will load data onto Revenue and Billing system by Auoust 1, 1983 

effective July 1, 1988.



SECTION III
GOALS IN MANAGEMENT OF THE LOAN FOND

We are currently concentrating efforts in five areas:

0 Correcting deficiencies in previous lending policy a nd practice

by creating standard loan documentation and applying financial 

standards to a ll loan requests based on borrowers ability to 

repay the loan.

0 Continue loan charge-off and recoveries on those non performing

credits, borrowers who are no longer involved in viable agricul­

tural production.

° Provide for the maintenance of ARLF investments acquired through

bankruptcy, foreclosure, and relinquishment until it is eco­

nomically practical to sell or lease these assets into the 

private sector.

0 Continue to review and consider opportunities to sell ARLF

acquired assets into the private sector to provide financial 

recovery for prior loan losses.

° Revise and implement accounting a nd financial reporting proce­

dures including revenue a n d  billing.

a. Intermediate Goals - Three to Five Years

0 Develop a quality loan portfolio of performing loans totalling 20 

to 25 million dollars which can provide sufficient income to fund 

the operation of the ARLF. This revolving portfolio could 

maintain 3.2 million dollars in revolving principal payments for 

annual loan requests.

b. Long Range Goals - Five to Ei g h t  Years

° Continue to manage a quality portfolio of agricultural related

loans.

° Consider the establishment of a loan guarantee program sponsored 

by the State and administered by commercial banking thus removing 

the State from direct credit administration. A  loan guarantee 

program mi g h t  be beneficial for the following reasons:

1. Provide continued source of agriculture credit in a

period of declining state oil revenues.

2. Move credit from the public to the private sector.

3. Reduce operating expense to the Department and State.

4. Reduce direct risk because funding would be required only 

for losses after direct bank collection efforts.



SECTION IV
ARLF ASSETS

a. Matanuska Maid Creamery a n d  Feed Mill

Date Acquired:

November 29, 1985 a t  foreclosure sale by offset bid.

Description:

An operational dairy processing facility located a t  814 Northern 

Lights Blvd., Anchorage, Alaska on a commercial lot, 62,813 sq. 

ft. in size. The plant and equipment are housed in a concrete 
block building totaling 48,529 sq. ft. The building was

constructed in 1965 and there has been limited modernization since 

that time.

A  feed mill and whole sale/re tail store located a t  313 Dahlia St., 

Palmer, Alaska. The improvements are comprised of milling and 

processing equipment and storage facilities on a five acre lot ir. 

central Palmer wit h  rail siding access for bulk shipping and 

storage.

C u r rent Status:

The p l a n t  is owned by the Agricultural Revolving Loan Fund and 

operated by a manager and employees of the creamery. The plant is 

considered to be a short term asset of the Loan Fund to be offered 

for sale or lease within two years.

V a l u e :

C o s t  Approach:

$5,332,674, total investment to date by the ARLF in loans and 

working capital.

F a i r  M arket Value

$2,750,000 based on estimates of income from sales wit h  production 

levels of 2.5 million pounds of milk per month.

Options:

1 . Offer the plant for sale at fair market value during 1988 to 

remove the State from exposure to further operating losses.

2. Offer to lease the facilities to a Farm Cooperative group for 

$1.00 p e r  cwt par month of milk purchased from Alaska producers 

and processed at the plant. A t  the 2.5 million pounds p e r  month 

level, the State would recover the original funds invested in 
approximately 18 years. A lease of accounts receivable and 

inventory is not practical. An ARLF financed purchase of 

inventory and accounts is a likely alternative.

3., Retain ownership of the plant with management participation from a 

farm cooperative group such as Alaska Dairy Inc. for a period of 

one year with a review of operations at the close of 1988 business 

for Matanuska Maid. This option risks continued financial obliga­

tions to the State, howevei , it provides a training period for the 
co-op to assume full ownership through purchase at a later time.



SECTION IV
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b. Fairbanks Meat Plant

Date Acquired:

September 30, 1986 through a foreclosure settlement agreement from 

the original borrower, McKee Meats Inc. of Fairbanks, Don McKee, 

principal.

Description:

A modern 8,845 square foot slaughterhouse and meat processing 

facility located on a 75,000 square foot site leased from the 

Northstar Borough in Fairbanks, Alaska.

Current Status:

This facility is approximately 92 percent complete wi t h  the 

installation of the final processing equipment and exterior paving 

to be accomplished. The plant, having never been operated is in 

"new" condition.

Value:

Cos t  Approach:
$1,335,240.00

This value represents the construction costs of the improvements 

without final installation of equipment or incomplete paving.

Fair Market Value:

There is no basis to establish a fair market value as the plant 

does not generate income nor is there a comparable mea t  processing 

plant in the area for comparison.

Options:

1. Offer the plant for sale at cost to attempt recovery of the 

investment by the State b y  contract with real estate firm or 

business development firm. The success of this alternative is

questionable as the economy of the Fairbanks area is experiencing 

a recession wh i c h  limits investments of high risk venture capital 

in a non-operating business.

2. Offer the plant for lease as a completed facility with 
stipulations requiring slaughter of Alaska grown livestock and

payment of market price based on Omaha price levels which

represent competitive national market prices. This alternative 

requires an additional investment of approximately $40,000 for 

paving and $85,000 in equipment and installation. This should be 

contracted out to a consulting or business development firm.

3. Offer the plant for lease as is and where is without requirements 
for operating as a red neat processing facility. This option will 

relieve the State of compliance monitoring other than normally

expected in a tenant-landlord relationship and possibly eliminates 

expectations of subsidy or financial support from the State by the 

tenant.

4. Surplus the property to DOA for sale.
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SECTION IV
ARLF ASSETS

c. P almer M e a t  Plant

Date Acquired:

December 26, 1986 purchased at a foreclosure sale held by First 

National Bank of Anchorage to protect the original investment by 

the State a n d  provide a n  operational meat processing facility with 

DEC permits for operation.

Description:

A n  operating livestock slaughter plant and meat processing 

facility located a t  385 Springer Inner Loop, Palmer, Alaska on a 

commercial lot, 152,573 square feet in size. The principal

improvements are housed in a concrete tilt-up structure of 
approximately 10,206 square feet.

C u r r e n t  Status:

The plant has been leased to the Department of Corrections for an 

eleven year period. Lease payments are made to the ARLF providing 

recovery for expenditures made to purchase the plant and start 

operations. This plant is the only facility in the state with DEC 

permits wh i c h  allow livestock to be slaughtered a n d  processed for 

resale. This plant is a long term investment of the ARLF due to 

the lease a g reement w i t h  the Department of Corrections.

Value:
C o s t  Approach:

$3,550,000 based on construction costs and additional funds used 

to purchase and begin plant operations after the foreclosure sale.

F air M a r k e t  Value

$1,500,000. This value is based on a modified income approach 

using estimated revenue from the Department of Corrections for the 

lease of the plant.

Options:

1. Retain the plant under the current operating status as a prison 

industry as it provides the only DEC approved plant of this type 

in the state. Based on lease payment the estimated return on the 

investment will approximate $750,000 over eleven years.

2. Offer the plant for sale to divest the State from this function. 

This alternative is n o t  in the best interest of the State, both 

from return to the ARLF of funds expended and from the market 

approach as it was not previously successful in the private sector 

due to limited supply of quality livestock available to the plant.



SECTION V
FINANCIAL REVIEW AND STATEMENT

a. Revenue Forecast

This forecast represents estimates of very general income a nd expense 

categories. Performance may vary significantly depending on the 

cooperation of the borrowers who have entered into loan restructure 

negotiations with the Agricultural Revolving Loan Fund.

The effects of loan restructuring will impact the loan portfolio 

performance in F Y  89 and F Y  90 with FY 88 as the low period of income and 
high period in expense.

ARLF INCOME FORECAST FY 88 

Revised December 7, 1987

INCOME

Interest on Loans

Fee s  a nd Sale of Repo Property

Principal Repaid

TOTAL INCOME

450.0

85.0

900.2

1 ,4 3 5 .2

EXPENSE

Administrative Costs 

Investments in Matanuska Maid 

Investments in Palmer Meat Plant

TOTAL EXPENSES

1,212.1
785.0

120.0

2,117.1

OPERATING PROFIT (LOSS) (681 .9)



SECTION V
FINANCIAL REVIEW AND STATEMENT

Loans Receivable

AREA

MATANUSKA AREA 

Active 

AG Referral 

Total

DELTA AREA 

Active 

AG Referral 

Total

TANANA AREA 

Active 

AG Referral 

Total

KENAI AREA 

Active 

AG Referral 

Total

OTHER AREAS 

Active 

AG Referral 

Total

TOTALS 

Active 

AG Referral

TOTAL

GRAIN RESERVE LOANS 

LAND CLEARING LOANS 

KODIAK SLAUGHTERHSE 

ALASKA FARMERS COOP 

TOTAL LOANS

LOAN BALANCE

16,043,314.69

1,913,727.60

17,957,042.29

15,577,393.96

1,798,957.32

17,376,351.28

1,701,047.79 

117,684.58 

1,818,732.37

452,046.80
928,550.98

1,380,597.78

1.299.510.94 
 .00
1.299.510.94

35,073,314.18
4,758,920.48

39,832,234.66

376,046.81

6,869,859.14

94,605.84

1,350,000.00

48,522,746.45

ARLF ASSETS 10,466,036.76



SECTION V
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c. Assets for Sale a nd Investments

ARLF Investments a n d  Assets held for Sale Values at Lower than Fair Market 
Value or Cost

I n v e s t m e n t s

Palmer M e a t  Plant $ 1,500,000

Fairbanks Meat Plant $ 1,335,240

Assets H e l d  f o r  Sale

Real Property

Matanuska Maid $ 2,750,000

Crowson Farm - Fairbanks 

Sold on Conrtract
$ 94,000

Gilliland - Gold n Honey Farm 

(Delta - 5 acres)

$ 10,000

Papp Farm

(Delta - 251 acres)

$ 40,000

Wener Farm 

(Delta - 194 acres)

$ 34,000

Widdis Farm 

(Fairbanks - 26 acres) 

Sold on Contract

$ 117,800

O'Connell/Doll Property 

North Pole

$ 30,000



SECTION V
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d. Production Credits

Legislation passed in 1986 (SLA 86, CH 110) provided for credits on 

agriculture loans to be earned by borrowers based on Income earned from 

sales of products grown or to be grown or raised in Alaska. The credit 

authorized is equal to 10% of the Income shown on the IRS Farm Income 

Schedule "F". A  farmer w i t h  $100,000 in gross income recieves $10,000 in 

production credits. The results are outlined below:

Fiscal Year 

Period 

Crop Year

Number of Applicants 

Credits Authorized 

Credits Applied by ARLF 

Credits Applied by ADL 

Credits Unused/Expired 

Physical Year Shown

87

7/1/86 to 6/30/87 

85 

62

$ 802,911.56 

$ 543,127.82 

$ 16,763.28

$ 243,020.46 

7/1/86 - 6/30/87

88

7/1/87 to 1/26/88 

86 

60

$ 789,401.96 

$ 486,178.10 

$ 59,117.49

$ 244,106.37 

7/1/87 - 1/26/88



* COL - Charged Off Loans - Recovery
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f. Funds Disbursed

There was approximate-., $3,115,000.00 in new money disbursed from the 

Agricultural Revolving Loan Fund and the Grain Reserve Loan Fund in 

FY 87. Funds disbursed for the former Alaska Agricultural Action Council 

clearing loans was approximately $306,251.00 .

g. Restructure Rewrites

Approximately $597,469.67 in principal, interest and penalties were 

rewritten or restructured in FY 87. We expect this figure to increase

dramatically once the majority of the restructure applications are 
processed wh i c h  will occur in FY 88.
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FINANCIAL REVIEW AND STATEMENT

h. Repossessed Property a nd Recovery of Loans

Repossessed Property/Equipment Held for Sale Minimum Acceptable Bid

1. 1 each Disc, J.D. Tandem Model 220 

approximately 19'
S 1,500.00

2. 1 each Baler, Massey Ferguson Twine Tie, PTO $ 1,800.00

3. 1 each Forage Harvester, New Holland 770 $ 500.00

4. 1 each Swather, N e w  Holland 12' $ 300.00

5. 1 each 1973 Ford Van, Yellow SN F37YRR09362 $ 1,200.00

6. 1 each 1975 Dodge Pickup 4X4 SN W 1 4 BF55100806 $ 550.00

7. 1 each Packer Flex Coil $ 800.00

8. 1 each Truck w/Grain Box w/Dump Chev. 1961 $ 2,250.00

9. 1 each Truck w/Grain Box Chev. $ 2,000.00

10. 1 each Truck w/Grain B o x  GMC $ 2,000.00

TOTAL $ 12,900.00

Recovery of Loans

Sale Date Recovery Amou

July 1986
*

$ 8,500.00

August 1986 $ 54,918.00

December 1986 $ 42,682.00

January 1987 $ 10,500.00

July 1987 $ 36,447.45

October 1987 $ 7,052.07

TOTAL RECOVERED $ 160,099.52



TRACT
»• •, #

. - NAME' ORIGINAL  
ACREAGE .

1

. ORIGINAL  
CONTRACT AMT

•; 1 ! , ' *

. CLEARING LN REMARKS 
AMOUNT

A UALSKY V 2 1 7 6 . 0 4 1 1 1 , 7 9 4 . 2 5 3 0 6 , 9 7 6 APPLIED ,  ATTEMPT CUR
B r u l e  :‘- 2 8 2 0 . 0 8 1 2 2 , 0 0 6 . 5 0 3 9 9 , 7 1 4 APPLIED ,  CONTRACT IN
C BANN0N 3 2 9 9 . 8 9 1 6 3 , 6 6 7 . 0 0 5 0 2 , 1 8 2 APPLIED , OPTIONS NOT
D GIESE  * 2 0 8 0 . 0 7 1 0 4 , 0 0 0 . 0 0 3 3 5 , 8 4 4 APPLIED , CONTRACT IN
E UR IGHT ,S  * 1 9 2 4 . 7 0 1 7 5 , 1 5 8 . 5 0 2 1 9 , 9 1 7 DID NOT APPLY , IN  DEF
F . ' GREEN • 2 0 1 1 . 0 4 1 2 8 , 0 8 3 . 0 0 3 9 0 , 9 7 1 TRANSACTION COMPLETE
G ' OLSON.- 2 8 3 4 . 9 5 1 4 2 , 2 4 4 . 0 0 4 0 7 , 9 8 3 APPLIED , DEV. DEFAUL
H ENGELLANT 2 6 3 5 . 5 3 1 5 9 , 7 7 7 . 7 5 4 1 2 , 1 5 3 APPLIED , OPTION NOT
I KARR 2 7 1 3 . 2 2 1 4 4 , 1 7 7 . 0 0 4 3 6 , 0 9 8 REPURCHASED FOR 1 0 8 , .
J EMERY 3 3 7 8 . 9 8 1 3 1 f 7 8 8 . 5 0 5 1 7 , 9 6 2 APPLIED ,  OPTION NOT j

K KELLEY 3 1 4 5 . 4 7 1 4 4 , 3 8 3 . 0 0 4 5 2 , 3 5 4 APPLIED ,  DEV. DEFAUL
L
M

FETT
MITCHELL

3 0 9 5 . 7 8
3 3 8 6 . 3 6

1 6 0 . 4 5 7 . 5 0
1 6 8 . 2 5 2 . 5 0 . 5 3 5 , 5 3 0

APPLIED ,  E L IG I B I L I T Y ;  
APPLIED , OPTION NOT 1

N BREHMER 2 3 5 4 . 3 0  ' 1 0 3 , 8 6 6 . 7 5 . 3 7 0 , 9 0 9 APPLIED ,  CNTRCT AMEN;
0 HOLLEMBAEK/BUCK 2 7 4 4 . 5 2  . 1 3 8 , 5 5 2 . 0 0 , 4 2 9 , 7 0 3 APPLIED ,  OPTION NOT j

P .CARLSON/THEURINGER 2 4 8 5 . 9 9  , 1 3 5 , 6 7 4 . 0 0 ; 3 9 0 , 1 5 0 TRANSACTION COMPLETE
q  - > ; STRONG . 2 7 0 1 . 9 6  ! 1 3 2 , 5 3 5 . 0 0 ; 3 6 3 , 7 3 3 TRANSACTION COMPLETE;
R HELKENN . 2 6 1 6 . 7 6 1 2 8 , 4 6 7 . 0 0 4 0 6 , 7 1 0 APPLIED ,  OPTION NOT 1
s  • GREEN . '/ 0 6 7 0 . 8 5 1 7 7 , 4 2 5 . 2 5 ! 5 7 4 , 8 2 7 APPL IED ,  OPTION NOT i
T M* RUTT * 2 6 1 2 . 9 6 1 4 4 , 6 2 8 . 7 5 ! 3 8 9 , 8 3 3 APPLIED ,  OPTION NOT j
u DODSON 2 3 6 8 . 6 4 1 4 2 , 4 3 3 . 7 5 ! 3 5 4 , 1 3 9 APPLIED ,  OPTION NOT 1
v -. • ? NELSON 2 1 1 7 . 5 7 1 1 7 , 8 7 1 .00j * 2 4 6 , 8 5 7

r
TRANSACTION COMPLETE;'

-i . *
i ■ ••• MAGEE '■ . 2 0 2 0 . 0 0 2 5 2 , 0 0 0 . 0 0 ! 1 9 8 , 1 2 7 RELINQUISHED
2 • BROUN ; 1 1 1 2 . 0 0 2 2 6 , 0 0 0 . 0 0 ’ 1 4 2 , 6 1 0 APPLIED ,  DEV. DEFAULl
3 .* MAGEE "• ' 1 4 5 5 . 0 0 2 3 4 , 0 0 0 . 0 0 ! 2 8 0 , 9 5 7 RELINQUISHED
4 TROUBRIDGE 1 1 5 8 8 . 0 0 2 6 6 , 0 0 0 . 0 0 2 3 0 , 0 9 0 APPLIED , LEASE PREP j
5 SCHULTZ 1 8 8 2 . 0 0 3 0 0 , 0 0 0 . 0 0 , ' 3 0 9 , 8 6 0 REPURCHASED 8 8 0 1 5
6 ■ 1 NELSON 1 6 9 9 . 9 9  ’ 2 8 3 , 0 0 0 . 0 0 ' • 2 9 4 , 2 9 5 REPURCHASED 7 4 , 2 4 8  !
7 HOLCOMB 1 0 3 8 . 0 0  2 1 6 , 0 0 0 . 0 0 ;

2 3 5 3 . 0 0  ; 3 9 4 , 0 0 0 . 0 0 !
1 6 2 , 6 3 5 SELECTED REPUR OPTlOi

8 C J 0 ,K J  ~ ( 7 0 , 1 8 2 RELINQUISHED
9 KIM 2 0 1 9 . 0 0 3 8 8 , 0 0 0 . 0 0 ! 5 1 , 1 1 6 RELINQUISHED \
10 •'• c h o . s s  ;• 1 7 1 4 . 0 0 -  = 3 9 0 , 0 0 0 . 0 0 1 3 2 , 8 6 0 RELINQUISHED
11 : KRAUS ’• 1 4 2 0 . 0 0 2 7 3 , 0 0 0 . 0 0 , 2 1 4 , 0 0 7 DOCUMENTS PREPARED F;
12 ORCUTT 2 0 3 5 . 0 0 9 1 6 , 0 0 0 . 0 0 3 1 2 , 1 6 1 APPLIED , NOT EL IG IBL !
13 KRAUS «• 1 6 6 9 . 0 0  ' 2 8 6 , 0 0 0 . 0 0 , • 1 5 8 , 6 9 0 DOCUMENTS PREPARED F'
14 ROUSE ' 8 5 5 . 0 0 2 1 3 , 0 0 0 . 0 0 ! 3 2 , 4 6 0 NOT EL IG IBLE ,FORECLO ,
15 GREEN 1 3 8 6 . 0 0 2 6 9 , 0 0 0 . 0 0 ; 1 5 8 , 0 3 1 RELINQUISHED
P r e f . NELSON 5 1 1 . 8 8 4 3 , 6 9 0 . 6 7

j
8 9 , 8 2 0 REPURCHASED 1 5 , 7 8 0  ,i
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i
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B i l l s  P e n d i n g  B e f o r e  the L e g i s l a t u r e  A f f e c t i n g  
A g r i c u l t u r a l  Land Sale C o n t r a c t s  and A R L F

SB FY88 89 90 91 92

340 Op. C o s t  
R e v e n u e

0 0 

(1.2-5.0) 0 
@5% t o  10% 
p a r t i c i p a t i o n

0

0
0

0
0

0

353 O p  C o s t  
R e v e n u e

0

506.4
80.0

586.4

0

450.0
79.3

5 2 9.3

0

510.01 0 0 . 0 0

5 40.0
100.0

610.0 640.0

0

5 5 0.01 0 0 . 0
650.0

359 O p  C o s t  
N e t  l o a n  w r i t e o f f s

1 14.1 114.1
5.6 5.6 (Clea r i n g  loss)
2.1 2.1 C o n t r a c t  loss
7.7 7.7

A R L F  loss

484

472

O p  C o s t  
R e v e n u e

O p  C o s t  
R e v e n u e

0

183.6

0

0

33.0
183.6

0

5757.8

33.0
183.6

0

222.2

0

183.6

0

222.2

0

183.6

0

222.2

T o t a l  O p  C o s t  
T o t a l  R e v e n u e 16175.0

147.1
6470.7

147.1
1015.8 1045.8 1055.8

9J3

0

0

0

0

1 83.6

0

222.2

405.8
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STEVE COWPER, COVER M O  R

DERAHTMENT OF NATURAB, RESOURCES 4 00 W I L L O U G H B Y  AVE. 

J U N E A U ,  A L A S K A  99801-1796 

P H O N E :  (907) 465-2400OFFICE OF THE COMMISSIONER
J a n u a r y  21, 1988

T h e  H o n o r a b l e  J a c k  C o g h i l l  
C h a i r m a n ,  S e n a t e  R e s o u r c e s  C o m m i t t e e  
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
J u n e a u ,  A l a s k a  99811 

D e a r  S e n a t o r  Cog h i l l :

S u b j e c t

SB 340, w h i c h  is entitled, "An A c t  r e l a t i n g  to m o r a t o r i u m s  
on  a g r i c u l t u r a l  l o a n  p a y m e n t s "  b u t  w h i c h  a c t u a l l y  e x t e n d s  
t h e  la n d  p a y m e n t  m o r a t o r i u m  p e r i o d  o n  a g r i c u l t u r a l  l a n d  to 
six y e a r s  f r o m  the c u r r e n t  five.

P o s i t i o n

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  o p p o s e s  this b i l l  as it 
is c u r r e n t l y  t i t l e d  b e c a u s e  w e  o p p o s e  m o r a t o r i u m s  on 
a g r i c u l t u r a l  lo a n  p a y m ents. W e  d o  not, h o w e v e r ,  o b j e c t  to a 
one y e a r  e x t e n s i o n  of the e x i s t i n g  a g r i c u l t u r a l  la n d  p a y m e n t  
m o r a t o r i u m  period.

R e c o m m e n d a t i o n

B e c a u s e  the s t ate e n t e r s  in t o  c o n t r a c t u a l  a g r e e m e n t s  w i t h  
land p u r c h a s e r s  a n d  does n o t  p r o v i d e  a g r i c u l t u r a l  land 
loans, w e  r e c o m m e n d  th a t  the t i t l e  of this b i l l  b e  c h a n g e d  
to m o r e  a c c u r a t e l y  r e f l e c t  t h e  b i l l ' s  c o n t e n t s  and a v o i d  any 
c o n f u s i o n  a b o u t  its r e l a t i o n  to 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  p r o g r a m s .

W e  s u g g e s t  t h e  f o l l o w i n g  n e w  t i t l e  for SB 340: "An A c t
e x t e n d i n g  the m o r a t o r i u m  p e r i o d  o n  a g r i c u l t u r a l  land 
p a y m e n t s . "

P l e a s e  let m e  k n o w  if y o u  w o u l d  like a d d i t i o n a l  i n f o r m a t i o n .

cc: S e n a t o r  KerttuleK
S e n a t o r  S z y m a n s k i  
Rod S w o p e  
B o b  E v a n s




