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Introduced: 1/20/88
Referred: Finance Committee

5-1633A

IN THE SENATE BY COGHILL

SENATE BILL NO. 359 

IN THE L E GI SL AT UR E OF THE STATE OF A L A S K A  

F IF TE EN TH  L E GI SL AT U RE  - SE COND SESSION

A  BILL

For an Act entitled: "An Act relating to reorganization of private debt at

a Delta Project; a n d  providing for an effective

date."

BE IT ENACTED B Y  THE L EG ISLATURE O F  THE STATE OF ALASKA:

* Section 1. Sec. 4, ch. 109, SLA 1986 is amended to read:

Sec, 4. This Act is r epealed July 1, 1990 [1988].

* Sec. 2. This A c t  takes effect immediately u n d e r  AS 01.10.070(c).
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S T A T E  O F  A L A S K A

1988 LEGISLATIVE SESSION PUBLISH DATE:
nrniircT FISCAL NOTER E Q U E S T : ______________________________________

BELL VERSION: SB 9

' '•f ’ ,y • ' / *

Revision Date: t / i b / p r _______________________

Title : Bp n r r a n i y . ^ i n n  nf Pr i v a t e  Debt

.at npli-.fi .Project______________________
Spon so r: S e n a t o r  C o a h i l l _________________

Requestor: S e n a t e  F i n a n c e ___________________

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

B r u  : A g r i c u l t u r e  M a n a g e m e n t

L a n d  a n d  W a t e r  M a n a g e m e n t  

t e nr fjseAqriculture Management

‘EX PEND ITURES/REVENUES: (Thousands o f Dollars)
OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

1Q8.1 108 .1

OLT 5 .0

1 . 0 1 . 0

TOTAL OPERATING -o- 114.1 114.1 * -0- -0- -0-

CAPITAL

REVENUE

FUND ING : (Thousands o f Dollars)
GENERALFUND 
FEDERAL FUNDS 
OTHER 
TOTAL

114.1 114.1

-0- 114.1 114 .1 -u- -u- -u-

P O S IT IO N S :
FULL-TIME
PART-TIME
TEMPORARY

3 3

ANALYSIS : (Attach a separate page if necessary)
T h i s  f i s c a l  n o t e  p r o v i d e s  f u n d i n g  t o  p r o c e s s  a g r i c u l t u r a l  l a n d s  c o n t r a c t s  i n  

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

D i v i s i o n  o f  A g r i c u l t u r e  a n d  t h e  D i v i s i o n  o f  L a n d  & W a t e r  M a n a g e m e n t  f r o m  

S L A  86 C h  109 (SB 349).

Prepared b y : ̂ M a r k  W e a v e r  

Division: A g r i c u l t u r e

D i c k  L e F e b v r e

. .

Approved by Commissioner 
Agency: N a t u r a l  R e s o u r c e s

Distribution (by p reparer) :
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

r -.*• • - V •••• *S *•> .••'••'I

L a n d  a n d  W a t e r

P hon e : 745-7200/762-2692 
P a te : 3/18/88____________

D ate :

c/
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Fiscal Note

Senate Bill 359 

Analysis Continued .

Since the original o.elta debt bill, SB 349 was enacted, -the 
contract administration unit in the Division of Land and 
W ater M a n a g e m e n t  (DLWM) has suffered a 50% reduction in 
personnel wi th no redu ction in workload. The ARLF Board and 
small staff in the Division of Agriculture (DOA) have baen 
attempting to process normal loan applications and, at the 
same time, process debt restructuring applications from 
farmers throughout the state.

Delta debt relief work in both divisions is progressing 
siowly because cf the heavy w o r k l o a d  staff members face. ' -•
The additional positions or. this fiscal note will allow more 
timely processing cf Delta debt land relinquishments and 
AF.LF loan restructures. Witho ut these positions, w o r k  will 
progress at the current pace.

T h e  funding .will.be used as follows:-

1 - Clerk T y p i s t  II - D O A  - . Range 7C . 27.7
1 Clerk T ypis t II - D L W M -  Range 7 C . 27.7
1 Natura l Resource - DLWM - Range 18C

M a nag er I •

Travel (to Ag parcels) 
Supplies

TOTAL 114.1



A m o u n t

G F  P ro g ra m  R e c e ip ts  lO O i

O th e r  I - A  Receipts 1007 • 55.1

Request For
New Position

Agency Natural Resources FY  89
URU Land and Water Management 

Coni|X>ncnt Public Use___________________ Revised Date

T im e  S ta tu s Suit M o o liu L o c a tio n E le c tio n  D is tr ic t
PFT 24 Anchorage BBA

P o s itio n  T it le Clerk Typist II
N o . o f  P o s itio n s R lO gC/SlCp j q B a rg . U n it GGU

J u s t i f i c i t i o n

T y p e  o f  E x p e n d itu re

B e n e fits

P re m iu m  Pay 

O th e r

T o ta l  P e rso n a l S e rv ic e r

39. 2

Travel
C o n tra c tu a l

C o m m o d itie s

Equipment
"O ilier

Two clerical positions are necessary to provide 
typing support and to maintain file systems for 
contracts and loan documentation associated with 
Private Debt Reorganization at Delta authorized 
upder SLA 86, Qi 109 and SB 359. Record 
maintenance is critical, as litigation involving 
this program is likely.

Failure to fund these positions may result in 
delays in contract and loan negotiations and 
processing.

T o ta l  C o s t

F ederal R ece ip ts  1 0 0 2

O . F. M a tch

' •»•<!!. VS* -WV,! ; V -::r

_F u n d in g  S o u rc e  fo r T o ta l  C o s t



P o s itio n  T it le  

T im e  S ta tus
NATURAL RESOURCE MANAGER 1 

S ta i f 1 M o n th *  1

N o r  P o iil io u Range/Step
18 C

Barg. Unit ^

PF-T
Location

12.0 Anchorage
E le c tio n  D is tr ic t

EBA

J u s t i l i c n t io n

T y p e  o f  Expenditure A m o u n t

1 2 3 Tliis position, administered jointly by Division

S n ln rv • 4 1 ) . 0 of Agriculture and the Division of Land and Water

Hcncf its 12.7
• 7 1  -■ > ',  '' : '

Management, will prepare agricultural contracts

P re m iu m  Pay and subsequent amendments, complete contract
O th e r assignments, payment moratorium requests, address

T o ta l P e rso n a l S e rv ic e s 52.7 defaults, foreclosures, and other contract

T ra v e l 5.0 maintenance functions associated with reorgani­

C o n tra c tu a l zation of Private Debt at Delta authorized under

C o m m o d itie s 0.7 SLA 86 □ !  109 and SB 359. This position will also 
coordinate, meet, and negotiate with the DivisionE q u ip m en t

U U ier of Agriculture, ARLF, and the Ag contract purchaser 
to resolve conflicts to the best interest of the 
State and in accordance with developed policies and

T o ta l  C o s t 58.4
•: y. \$%:

F u n d in g  S o u rc e  fo r  T o ta l C o s t procedures.

F ed era l R ece ip ts  1 0 0 2
Failure to fund this position may result in delaysG . F . M atch  1 0 0 3

G e n e ra l Fund 1 0 0 4 in land contract and loan negotiations and

G F  P ro g ram  R e c e ip ts  1 0 0 5 processing.

O ther  I -A Receints 1 0 0 7 • • 58.4 •

y  • ** N ; : ■ w  ■••• :vs ;
• ' . 'lv \:  \ - •

Request For
New Position

Agency
B R U

Component

Natural Resources

I .a nil and Water Management
Public Use





REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

114.1 114.1

FU L L T i M E

PART-TIME
TEMPORARY

STATE OF ALASKA 
1988 LEGISLATIVE SESSION

REQUEST:__________

BILL VERSION: SB 359 
PUBLISH DATE: ________

FISCAL NOTE
Revision Dale: i m  / rb
Title: R eo rgan iza tion  o f P r iv a te  Debt

a t  D elta  P ro je c t___________________
Sponsor: C ogh ill  ”
Requestor: Fi n an ce  C o m m it te e

Agency Affected: Natural Resources 
BRU • Agriculture Management/ 
and Lana § Water Management 

rnmpnnpnt. - Agriculture Management/ 
and Public Use_________

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

CAPITAL

POSITIONS:

ANALYSIS : (Attach a separate page if necessary)
This f i s c a l  n o te  p rov id es funding to  p rocess a g r ic u l tu r a l  land  c o n tr a c ts  in  
a tim e ly  manner and coo rd in a te  c o n tra c t and loan  c lo s in g  between th e  D iv is ion  
o f A g ric u ltu re  and th e  D iv is ion  o f Land 5 Water Management from SLA 86 Ch 10!) 
(SB 349).

Prepared by : M a r k  W e a v e r . .flick L eFebvre_______________________  Pbnn* ■ 465~,2A°°-_________
Division: Agriculture// ^ ______________________________  Date: --------

Approved by Commissioner :|f]/ \ \  lidiUfy \ \ , ________  Date:
Agency: N atu ra l Ro
Distribution (by preparer):

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget \
Impacted Agency(ies) Pa8e ---- of



F i s c a l  N o t e  

S e n a t e  B i l l  359 

A n a l y s i s  C o n t i n u e d

S i n c e  the o r i g i n a l  B.elta d e b t  bill, SB 349 w a s  e n a c t e d ,  the 
c o n t r a c t  a d m i n i s t r a t i o n  u n i t  in t h e  D i v i s i o n  of  L a n d  and 
W a t e r  M a n a g e m e n t  (DLWM) h a s  s u f f e r e d  a 50% r e d u c t i o n  in 
p e r s o n n e l  w i t h  no r e d u c t i o n  in w o r k l o a d .  T h e  A R L F  B o a r d  and 
s m a l l  s t a f f  in the D i v i s i o n  o f  A g r i c u l t u r e  (DOA) h a v e  b e e n  
a t t e m p t i n g  to p r o c e s s  n o r m a l  loan a p p l i c a t i o n s  and, at the 
same time, p r o c e s s  d e b t  r e s t r u c t u r i n g  a p p l i c a t i o n s  fr o m  
f a r m e r s  t h r o u g h o u t  t h e  state.

D e l t a  d e b t  r e l i e f  w o r k  in b o t h  d i v i s i o n s  is p r o g r e s s i n g  
s l o w l y  b e c a u s e  of t h e  h e a v y  w o r k l o a d  s t a f f  m e m b e r s  face.
T h e  a d d i t i o n a l  p o s i t i o n s  on th i s  f i s c a l  n o t e  w i l l  a l l o w  m o r e  
t i m e l y  p r o c e s s i n g  of D e l t a  d e b t  la n d  r e l i n q u i s h m e n t s  and 
A R L F  lo a n  r e s t r u c t u r e s .  W i t h o u t  t h e s e  p o s i t i o n s ,  w o r k  w i l l  
p r o g r e s s  at the c u r r e n t  pace.

T h e  f u n d i n g  w i l l  be u s e d  as follows:

T h e  114.1 in c o n t r a c t u a l  for F Y  89, FY 90 w i l l  b e  u s e d  by 
the D O A  to fund o n e  p o s i t i o n  in D O A  and, t h r o u g h  an KSA, 
fund t w o  p o s i t i o n s  in t h e  DLWM, as w e l l  as for n e c e s s a r y  
t r a v e l  e x p e n s e s  a n d  supplies.

1 C l e r k  T y p i s t  II - D O A  - R a n g e  7C 27.7

1 C l e r k  T y p i s t  II - D L W M  - R a n g e  7C 27.7

1 N a t u r a l  R e s o u r c e - D L W M  - R a n g e  18C 52.7

M a n a g e r  I

T r a v e l  (to Ag parcels) 5.0
S u p p l i e s  1.0

T O T A L 114.1



Position Title c l e r k  T y p i s t  n No. of Positions ? Range/Step yG Barg. Unit GQJ

Tim e Status
PFT

S ta ff  Months L ocation
24 Anchorage

Election Distr ict
EBA

tW&wSsn
T y p e  o f  Expenditure Am ount

1 2 3

Salnrv 3 9 . 2 m

Benefits . 1 6 . 2  _____
Premium Pay
Other

Tota l Personal Services 5 5 . 4

Travel
Contractual
C om m odit ie s 0 . 3
Equipment
Other

Tota l  Cost 5 5 . 7

} ■■ : ■ sVj ■ . -  V  . ' .U/--:; ■

Funding Source for Tota l Cost

F ed era l R e ce ip ts  1 0 0 2

G . F . M atch 1 0 0 3
General Fund 1 0 0 4

G F Program Receipts 1005 

O ther  1 - A  Receipts 1 0 0 7 '

.

.  .. ......

. V ' "  - ' - ■ ;■
:  .  •> '  .

: • - ’• * v'.-

-V ■■ ■': •• • ■;
'• V.,V::

Ju s t i f ica t io n

Two clerical positions are necessary to provide 
typing support and to maintain file systems for 
contracts and loan documentation associated with 
Private Debt Reorganization at Delta authorized 
ufider SLA 36, CM 109 and SB 359. Record 
maintenance is critical, as litigation involving 
this program is likely.

Failure to fund these positions may result in 
delays in contract and loan negotiations and 
processing.

Request For
New Position

Agency Natural Resources

B R U  Land and Water Management 

Component Public Use_________________



P o s itio n  T it le
NATURAL RESOURCE MANAGER I

N o . o f  P o s itio n s R a n g e /S te p
18 C

B a rg . U n it ^

T im e  S ta tu s

PFT

S ta f f  M o n th s L o c a tio n

12.0 Anchorage
E le c tio n  D is tr ic t

EBA

I 1 H
T y p e  o f  E x p e n d itu re A m o u n t

1 2 3

S a la ry 40.0
■ ", V:

•B e n e fits 12.7
P re m iu m  Pay

O th e r

T o ta l  P e rso n a l S e rv ic e s 52.7

T ra v e l 5.0
C o n tra c tu a l

C o m m o d itie s 0.7
E q u ip m e n t
O th e r

T o ta l  C o s t 58.4
■■■ ■ '

F u n d in g  S o u rc e  fo r T o ta l C o s t

F ed era l R ece ip ts  1 0 0 2
G . F. M atch 1 0 0 3

G en era l Fund 1 0 0 4

G F  P ro g ra m  R e c e ip ts  1 0 0 5

O th e r  I-A Receipts 1007 3 0 "

' ;

J u s t i f ic a t io n

This position, administered jointly by Division 
of Agriculture and the Division of Land and Water 
Management, will prepare agricultural contracts 
and subsequent amendments, complete contract 
assignments, payment moratorium requests, address 
defaults, foreclosures, and other contract 
maintenance functions associated with reorgani­
zation of Private Debt at Delta authorized under 
SLA 86 Q1 109 and SB 359. This position will also 
coordinate, meet, and negotiate with the Division 
of Agriculture, ARLF, and the Ag contract purchaser 
to resolve conflicts to the best interest of the 
State and in accordance with developed policies and 
procedures.

Failure to fund this position may result in delays 
in land contract and loan negotiations and 
processing.

Request For
New Position

Agency
B R U

Component

Natural Resources

Land and Water Management

Public Use
P a g e  4  o f

I FY  89
Revised Dale



box V
Juneau. Alaska 99611 
(907)465-4797

box 55026
North Pole. Alaska 99705 
(907) 4660662

Senator 3fofw p .  (Jack) Cogfjtll
S la f l k a  & t a t e  Xcg is l a tu rc

M E M O R A N D U M

To: M e m b e r s  o f  the S e n a t e

From: S e n a t o r  J o h n  B. C o g h i l l

Re: SB 359, E x t e n d i n g  the

Date: M a r c h  16, 1988

In 1986 a b i l l  a l l o w i n g  the c o m m i s s i o n e r  of n a t u r a l  r e s o u r c e s  to 
r e o r g a n i z e  d e b t  at  D e l t a  I and D e l t a  II p a s s e d  the l e g i s l a t u r e .  
Th i s  bi l l  w a s  SB 349. Th i s  b i l l  had two h e a r i n g s  in S e n a t e  
F i n a n c e  and a s p e c i a l  t e l e c o n f e r e n c e  to g a t h e r  i n t e n t  s t a t e m e n t s  
so this b i l l  w o u l d  p a s s  the te s t  of c o n s t i t u t i o n a l i t y .

'

N o w  two y e a r s  l a t e r  the D i v i s i o n  of A g r i c u l t u r e  is just b e g i n n i n g  
to a d d r e s s  the s e c t i o n  w h i c h  a l l o w s  the c o m m i s s i o n e r ,  in 
c o n s u l t a t i o n  w i t h  the A g r i c u l t u r e  R e v o l v i n g  L o a n  Board, to 
r e n e g o t i a t e  t e r m s  for c h a t t e l  or  fa r m  i m p r o v e m e n t  loans. The 
d e p a r t m e n t  c o u l d  a d m i n i s t r a t i v e l y  ta k e  a c t i o n s  s i m i l a r  to t h o s e  
t a k e n  b y  b a n k r u p t c y  c o u r t s  to a s s i s t  f a r mers r e o r g a n i z e  t h e i r  
debts. The D i v i s i o n  of A g r i c u l t u r e  has b e e n  i m p l e m e n t i n g  a 
r e s t r u c t u r i n g  of d e b t  pr o g r a m ,  b u t  I ha v e  c o n c e r n s  t h a t  this 
p r o g r a m  does n o t  m e e t  the g o a l s  of  SB 349.

I a s k  the c o m m i t t e e  to e x t e n d  SB 349 for two m o r e  y e a r s  as a fo r m  
of p r o t e c t i o n  a g a i n s t  a r b i t r a r y  i n a ' t i o n  by t h e  D i v i s i o n  of 
A g r i c u l t u r e .  So far I h a v e  b e e n  less t h a n  o v e r w h e l m e d  by the 
D i v i s i o n ' s  a b i l i t y  to i m p l e m e n t  law.
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* Section 1. L E G I SLATIVE FINDINGS. T he legislature finds that the 

large grain farms that w e r e  de v e l o p e d  on state agricultural land in the 

Delta Projects are subject to a p e r sonal debt load that is u n m a n ageable 

because of a coincidence of  u n i q u e  a nd u n f o r e s e e n  c i r c u m s t a n c e s :

(1) the un f o r e s e e n  difficulties w i t h  the limited growing seasons

including the extremely short p e r i o d  in w h i c h  the crops m a y  be  planted;

(2) conflicts w i t h  the h e rds of b i s o n  located in the area;

(3) the inadequate a g r i c ultural infrastructure in the area of

the Delta Projects and in the state;

(4) the depressed g r ain prices nationwide;

(5) the un e x p e c t e d  problems w i t h  e c o nomic f arm size.

* Sec. 2. (a) The commissioner of  n a t u r a l  resources shall, at the r e­

quest of an individual w ho holds a g r i c ultural rights to land p u r c h a s e d  f rom 

the state in a D e lta Project,

(1) accepc the r e l i n quishment of  agricultural land purchased 

from the state in a Delta Project and credit the percentage of the debt 

owed to the state on land p u r c h a s e d  a nd land clear i n g  loans that equals the 

percentage of land r e l i nquished u n d e r  this section, either by acreage or b y  

value, as determined by the commissioner;

(2) enter into an a g r e ement w i t h  the individual fo r  the lease 

for agricultural purposes only of a p o r t i o n  of  or all of  the land

-1- CSS B  3 4 9 (Fin)
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reli n q u i s h e d  for a term of 20 years at the full fair m a r k e t  v a l u e  of  the 

land; a survey under this paragraph, if required, shall be at the expense' 

of the individual.

(b) If an individual w h o  has relinquished land u n d e r  this section, 

applies befo r e  Jul y  1, 1987 for a lease on all or part of  the land relink

quished, the lease shall provide the lessee an  option to p u r c h a s e  the land
; <r

leased u n d e r  (a)(2) of this section at full fair m a r k e t  v a l u e  at the tin 

of p u r c h a s e  without r e d u ction to reflect the remaining lease term,

(c) The commissioner of  n a t ural resources in c o n s u l t a t i o n  w i t h  the 

A g r i c u l t u r a l  Revolving L o a n  Board m a y  renegotiate w i t h  the individual loans.

for chattels or farm improvements located on the a g r i c u l t u r a l  land in si

'is
D e l t a  P r o ject if the commissioner determines that r e n e g o t i a t i o n  is necesf 

sary to m i n i m i z e  financial losses to the state and that it is in the best 

interest of the state.

* Sec. 3. The provisions of this A c t  are not available to an  individual, 

p a r t i c i p a t i n g  in a federal farm p r o g r a m  that provides m o n e t a r y  or othej? 

incentives for keeping agricultural land in a Delta Project out of produc*.

tion.

* Sec. 4. This A ct is r e p ealed July 1, 1988.
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M E M O R A N D U M

TO: S h e r y l  F r a s c a
S e n a t e  F i n a n c e  C o m m i t t e e

FROM: E l i z a b e t h  Z i e g l e r
S e n a t o r  C o g h i l l ' s  o f f i c e

RE: B a c k g r o u n d  o n  SB 359

DATE: F e b r u a r y  2, 1988

S e n a t o r  C o g h i l l  w o u l d  like SB 359 to be s p h e d u l e d  soon. As  I 
m e n t i o n e d  on the pho n e ,  the D i v i s i o n  of A g r i c u l t u r e  h a s  b e e n  less 
t h a n  h e l p f u l  in its i m p l e m e n t a t i o n  o f  SB 349, the o r i g i n a l  bill 
p a s s e d  in 1986.

T h e  S e n a t o r ' s  go a l  w a s  to c r e a t e  a f i n a n c i a l  p l a n  w h i c h  w o u l d  
g i v e  the f a r m e r ' s  on  t h e  D e l t a  p r o j e c t s  a n  o p t i o n  to b a n k r u p t c y .  
M o s t  o f  the f a r m e r s  in the ar e a  are s e r i o u s l y  and o u t r a g e o u s l y  in 
debt. B e c a u s e  the b i g  ag p r o j e c t  s c e n a r i o  n e v e r  m a t e r i a l i z e d ,  
D e l t a  f a r m e r s  w e r e  le f t  w i t h  e q u i p m e n t  l o ans and land p a y m e n t s  
t h e y  c o u l d  n o t  s e r v i c e  b e c a u s e  o f  la c k  o f  produ c t i o n .

Sen. C o g h i l l  felt t h a t  the s t a t e  w a s  ju s t  as m u c h  at f a u l t  for 
l u r i n g  t h e  f a r m e r s  in t o  the p i p e d r e a m ,  as the f a r mers w e r e  for 
b u y i n g  it.

SB 349 w o u l d  ha v e  a l l o w e d  f a r m e r s  to r e l i n q u i s h  p a r t  o f  t h e i r  
land and l e a s e  it b a c k  at l o w e r  c o s t  w i t h  the r e s u l t a n t  e f f e c t  o f  
l o w e r i n g  t h e i r  la n d  p a y m e n t s .  T h i s  a s p e c t  has g o n e  w e l l  since 
the D i v i s i o n  of  L a n d  a n d  W a t e r  M a n a g e m e n t  is in c h a r g e  on  the 
p r o g r a m .

T h e  o t h e r  s e c t i o n  of 349 w o u l d  a l l o w  the c o m m i s s i o n e r  in 
c o n s u l t a t i o n  w i t h  the A g r i c u l t u r a l  R e v o l v i n g  L o a n  B o a r d  to 
r e n e g o t i a t e  l o a n s  on c h a t t e l  a n d  f a r m  i m p r o v e m e n t s  if the 
c o m m i s s i o n e r  d e t e r m i n e s  t h a t  r e n e g o t i a t i o n  is n e e d e d  to m i n i m i z e  
f i n a n c i a l  losses t o  t h e  s t a t e  a n d  t h a t  it is in the b e s t  i n t e r e s t  
of t h e  state. T h i s  s e c t i o n  has b e e n  i g n o r e d  b y  the D e p a r t m e n t .



O u r  o f f i c e  h a s  b e e n  t r y i n g  to g e t  a p o s i t i o n  f r o m  the D i v i s i o n  of 
A g  or t h e  c o m m i s s i o n e r ' s  o f f i c e  s i n c e  last spring. T h e  S e n a t o r  
m e t  w i t h  C o m m i s s i o n e r  B r a d y  in  A u g u s t  to a r r a n g e  a m e e t i n g  w i t h  
t he D e l t a  f a rmers. T h e  C o m m i s s i o n e r  b o w e d  o u t  a n d  t h e  m e e t i n g  
n e v e r  t o o k  place. W e  h a v e  c a l l e d  r e p e a t e d l y  on a p o s i t i o n  p a p e r  
a n d  w e  h a v e  b e e n  t o l d  t h a t  s o m e t h i n g  w i l l  c o m e  out, b u t  i t  n e v e r  
has.

O u r  u n d e r s t a n d i n g  is t h a t  a m i d - l e v e l  d i v i s i o n  p e r s o n  has 
d e s i g n e d  a d e b t  r e s t r u c t u r i n g  p r o g r a m  a n d  t h e  c o m m i s s i o n e r  w o u l d  
like to i m p l e m e n t  t h i s  s t a t e w i d e .  F r o m  o u r  a n a l y s i s  of the 
r e s t r u c t u r i n g  p r o g r a m ,  it d o e s  n o t  lo o k  like this is a b e t t e r  
a l t e r n a t i v e  to b a n k r u p t c y  t h a n  SB 349. Of c o u r s e  w e  do n o t  k n o w  
for s u r e  b e c a u s e  the D e p a r t m e n t  h a s  n e v e r  r e s p o n d e d  t o  our 
i n q u i r i e s  o n  a c o m p a r i s o n  b e t w e e n  r e s t r u c t u r i n g  and 
r e o r g a n i z a t i o n  u n d e r  SB 349.

It is t h e  c o m m i s s i o n e r ' s  p o s i t i o n  t h a t  the D e l t a  f a r mers s h o u l d  
n o t  be g i v e n  a n y  m o r e  s p e c i a l  b r e a k s .  W e  a r g u e  t h a t  the s t ate 
w o u l r  b e  in a b e t t e r  p o s i t i o n  u n d e r  349 r e o r g a n i z a t i o n ,  since the 
f a r m e r s  in D e l t a  b e l i e v e  b a n k r u p t c y  is b e t t e r  t h a t  the D i v i s i o n ' s  
r e s t r u c t u r i n g  p r o g r a m .  O f  c o u rse, n o n e  o f  us are sure b e c a u s e  
the D e p a r t m e n t  h a s  n e v e r  r u n  a n  a n a l y s i s  on  the d i f f e r e n c e s  
b e t w e e n  the p r o g r a m s .  (At l e a s t  t h e y  n e v e r  a d m i t  t h a t  th e y  have.)

So this b r i n g s  u p  to SB 359. W e  w o u l d  like the p r o g r a m  e x t e n d e d  
so w e  c a n  c o n t i n u e  to d e m a n d  a n  a n a l y s i s  of  the p r o g r a m s .  We 
b e l i e v e  the d i v i s i o n  m i d d l e  m a n a g e m e n t  is l o o k i n g  f o r ward to the 
e x p i r a t i o n  o f  the p r o g r a m  and has i n t e n t i o n a l l y  b e e n  d r a g g i n g  its 
feet.

T h e  S e n a t o r  w o u l d  like t h e  v a r i o u s  p l a y e r s  in th i s  saga to 
e x p l a i n  w h y  this b i l l  has n o t  b e e n  i m p l e m e n t e d  a n d  do so b e f o r e  
the S e n a t e  F i n a n c e  C o m m i t t e e .

T h o s e  i n v o l v e  inc l u d e :  Comm. Bra d y ,  M a r k  W e a v e r ,  D i r e c t o r  o f  the
Div. o f  A g r i c u l t u r e ,  Hal Ward, L o a n  M a n a g e r  and a m e m b e r  o f  the 
A g r i c u l t u r a l  R e v o l v i n g  L o a n  Board.
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M e m o r a n d u m  state of Alaska
J a n u a r y  22, 1987

THRU:

FROM-

Honorable Judy Brady 
C o m m issioner 0ATE
D epartment of Natural R esources

FILE NO:

R o n a l d  W. Lorensen 
A c t i n g  A t t o r n e y  General

:y $ t ?
By: G. Thomas K o e s t e r ^

A s s i s t a n t  Attorney General 
Depart m e n t  of Law

TELEPHONE NO. 

SUBJECT.

663-87-0199

465-3600

R e o r g a n i z a t i o n  of 
p r i v a t e  debt at 
D e l t a  ag. projects

Prior to your appointment, w e  w e r e  asked our o p inion  
regard ing the provisions of ch. 109, SLA 1986, an Act relating to 
the r e o r g a n i z a t i o n  of p r i v a t e  debt i n c u r r e d  as a result of a g r i­
cultural d e ve lopment n e a r  Delta. As a g e n e r a l  matter, the Act 
was intended to reduce the adverse impact of^ large debt and debt 
service loads on the state's f l e d g l i n g  a g r i c u l t u r e  industry in 

the Delta area.

T he first q u e stio n is w h e t h e r  o n l y  individuals w h o  p a r­
ticipa ted in the D e l t a  I and D e l t a  II state agricultural d i s p o s­
als can avail themselves of the b e n e f i t s  of the Act, or w h e t h e r  
those benefits  also are a v a i l a b l e  for other, smaller farm d i s­
posals w h i c h  p r e c e d e d  the D e l t a  I and II actions (specifically 
including T a n a n a  Loop a n d  F o u r - M i l e  H i l l ) . W e  b e l i e v e  the 
specific e x t e n sion of the b e n e f i t s  to " a n  individual w h o  holds 
agricul tural rights to land  p u r c h a s e d  f r o m  the state in a D e l t a  
Project," coupled w i t h  o ther r e f e r e n c e s  to " D e l t a  Projects" and 
"large grain farms that w e r e  d e v e l o p e d  o n  s t a t e  agricultural land 
in the Del ta Projects," r e q uir es that the b e n e f i t s  o f this bill
b e limited t o those i n divid uals w h o  p a r t i c i p a t e d  in the Delta I. 
■and II disposals. This comports  w i t h  tne g e n e r a l  u n d e r s t a n d i n g  
TTf tfre legislative committees that h e l d  e x t e n s i v e  heari n g s  o n  
this bill.

Section  2(c) provides:

The commissioner of n a t u r a l  r e s o u r c e s  in c o n s u l t a­
tion w i t h  the A g r i c u l t u r a l  R e v o l v i n g  L o a n  B o a r d  
m a y  renegotiate w i t h  the i n d i v i d u a l  loans f o r  
chattels or farm impr ovements l o c a t e d  on the a g r i­
cultural land in a D e l t a  P r o j e c t  if the c o m m i s­
sioner determines that r e n e g o t i a t i o n  is n e c e s s a r y  
to minimize financial losses to the state and that 
it is in the best interest of the state.

The first quest i o n  under this p r o v i s i o n  is w h e t h e r  the r e f e r e n c e  
to "chat tels or farm imp rov e m e n t s "  limits the commissioner's
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authority to those two loan categories, e x c l u d i n g  other kinds of 
loans (e . g . , operating, irrigating, p r oduc t processing, and 
clearing). W e  beli eve that the a u t h o r i z a H n n  is 1 imi.r.pH_rn inane 
for "chattels or f a r m  improveme nts." However, that does not end 
'tlhe inquiry, becaus e the legis lat u re did not define the scope of 
loans falling w i t h i n  those two categories. Loans for operating 
expenditures and p r oduc t p r o c e s s i n g  almost c e r t a i n l y  do not. fall 
w i t h i n  those two categories. However, it is conceivable that the 
legislature, in u s i n g  the te rm " f a r m  i m p r ovement s," intended that 
term to include loans m a d e  for irrigatio n systems and for c l e a r­
ing. Our u n d e r s t a n d i n g  of the legislative h i s t o r y  of the b i l l  is
that the legislature  did intend to includ e at least c l e aring
loans in the authorization. The department, therefore, could, 
p referably by regulation, define c h e‘ phrase "loans for c h a t t e ls 

f a r m  improvements" t o i n c l u d e  irriga t i o n  a n d  clearing loans 
if, m  the depa rtment's view, that was the ipg-i qi at-m-P ' c inrerjr.

A n o t h e r  q u e s t i o n  u n d e r  sec. 2(c) is w h e t h e r  the a u t h o r­
ity to " r e nego tiate" these loans includes the a u t h o r i t y  to w r i t e­
down the p r i n c i p a l  and interest on loans or, alternatively, only 
to change the terms and conditions of r e p a y m e n t  w i t h o u t  a u t h orit y 
to de crease the total amount due. In our view, the legi slative 
h i s t o r y  of the s e ction m a k e s  clear that the le gisl a t u r e  inten ded 
to grant the a u t h o r i t y  to w r i t e - d o w n  p r i n c i p a l  and i n t e r e s t  ag. 

well as a u t n o n t y  to r e n e g otiate t h e terms of repayment^ In a 
February iy, 1 y 8b’, m e m o r a n d u m  to the S ena te Finance C o m m i t t e e , 
Senator C o ghil l (a c o - s p o n s o r  of SB 349, the b i l l  w h i c h  b e c a m e  
ch. 109) the bill w o u l d  have  the f ollowing effect: "The notes on
chattels and f a r m  d e v e l o p m e n t  could be w r i t t e n  down to a level 
that the f armer c o u l d  service and w o u l d  i ns ure [sic] that the 
state w i l l  come out in a b e t t e r  p o s i t i o n  t h a n  it w o u l d  have if 
the loans w o u l d n ' t  h a v e  b e e n  rewri tten." A t  an A p r i l  25, 1986, 
m e e t i n g  of the H o u s e  R e s o urces Committee, F r a n k  M i e l k e  of the 
departme nt stated:

[Section 2(c)] allows for w r i t i n g  down the debt.
In s e c t i o n  2 as f ar as w r i t i n g  down the debt that 
is s o m e thing w e  h a v e  the a u t h o r i t y  to do under 
federal b a n k r u p t c y  law w h e n  w e  are in federal 
b a n k r u p t c y  court and this w o u l d  a l l o w  us to do the 
same outside of bankruptcy.

House Resources C o m m i t t e e  T a p e  #108, Side One, M e t e r  No. 237. 
Accordingly, w e  b e liev e this gives the commissioner, in c o n s u l­
tation  ̂ w i t h  the A g r i c u l t u r a l  Revolving Loan Board, d i s cretionary  
authority to w rite down b o t h  principal and interest "if the c o m­
missio ner determi nes that [such a write-down] is n e c e ssary to 
minimiz e financial losses to the state and that it is in the best
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interest of the state" to do so. This findi ng w o u l d  be neces s a r y  
to satisfy the public purpose r e q u i r e m e n t  in a r t i c l e  IX, section 
6 , of the A l a ska Constitution.

Section 3 provides: "The p rovisions of this Act are
not available to an individ ual p a r t i c i p a t i n g  in a federal farm 
p r o g r a m  that provides m o n e t a r y  or other ince nt i v e s  for keeping 
a g r i c u l t u r a l  land in a Delta Project out of p r o d u c t i o n . "  S o m e  
d i s a g r e e m e n t  has arisen as to w h i c h  f a r m  p r o g r a m s  disqualify an 
i n d i v i d u a l  fro m taking advantage of the p r o v i s i o n s  of the Act. 
This requires the department to- d e t e rmin e (again, p r e f e r a b l y  by 
regulation) w h i c h  farm programs a c t u a l l y  p r o v i d e  m o n e t a r y  or 
ot h e r  incentives for k e epin g agricu l t u r a l  land "out of p r o d u c­
tion." In our view, the intent of the l e g i s l a t u r e  was to c o n - 
tinue tHi policy of encouraging a g r i c u l t u r a l  development in 
'Alaska'by reducing the onerous aeDt load but, at the same t i m e ,- 
p r e v e n t i n g  a situation irom d e veluuiim in w h i c h  a n - individual 
c o u l d  reauce~~his debt load but continue to r e c e i v e  federal b ene- 
"r-irs from i n a c rm n  m . r h r p sp ftc-t to agricultural devel o p m e n t^ T h e  
l e g i s l a t u r e  was u n c l e a r  as to p r e c i s e l y  w h i c h  federal programs 
p r o v i d e d  such incentives; as a result, it left the language g e n­
eral. It is n o w  up to the departmen t to m a k e  the n e c e s s a r y  
d eterm i n a t i o n s  on a p r o g r a m - b y - p r o g r a m  basis. F o r  example, if a 
f e d e r a l  p r o g r a m  provides m o n e t a r y  or o th er i n c e n t i v e s  for k e e p­
ing land out of p r o d u c t i o n  ov er a s u b s t a n t i a l  p e r i o d  of time to 
e nable the land to r eturn to its n a t u r a l  condition, the i n d i v i d u­
al p a r t i c i p a t i n g  in that p r o g r a m  w o u l d  not b e  e l i g i b l e  for b e n e­
fits u n d e r  the Act. However, if the f e de ral g o v e r n m e n t  provides 
m o n e t a r y  or other incentives for a specific c y c l e  o f  crop r o t a­
tion that mig ht include a p e r i o d  d uring w h i c h  the land w o u l d  lie 
f a l l o w  for soil r e g e n e r a t i o n  purposes, an i n d i v i d u a l  p a r t i c i p a t­
ing in that p r o g r a m  m i g h t  n o t  be d i s q u a l i f i e d  f r o m  receiv ing 
b e n e f i t s  under the A c t  b e cause the land w o u l d  n o t  b e  taken "out 
of  p r oduction" ;.instead, the i ncentive w o u l d  be d i r e c t e d  at b o t h  
k e e p i n g  the land in p r o d u c t i o n  and i n c r e a s i n g  that p r o d u c t i o n  
t h r o u g h  soil enhancement.

Finally, w e  w e r e  a s k e d  to address the i n t e r p l a y  b e t w e e n  
c h a p t e r  109 and the departm ent's D e c i s i o n  M e m o  91. It is a x i o­
ma t i c  that the p rovisions of law g o v e r n  a d m i n i s t r a t i v e  d e c i s i o n­
making. Therefore, to the extent chapter 109 and p p^-je-trm M a n n  
91 are inconsistent, the provisio ns of the A c t  control.
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We hope chis answers y o u r  quescions. If w e  can be of 
further assistance, please contact us at your convenience.

GTK/dlm
cc: Honorable J o h n  B. (Jack) Coghill

A l a s k a  State Senate

Honorable J a l m a r  M. ICerttula 
A l a s k a  State Senate

Honorable J i m  Barnett
Deputy C o m m i s s i o n e r
Department of Natural  Resources

Bill Heim, D i r e c t o r  
D i v i s i o n  of A g r i c u l t u r e  
Dept, of N a tural  Resources

J o h n  Messenger, C h a i r m a n  
Agricu l t u r a l  R e v o l v i n g  L o a n  Fund

Hal Ward, M a n a g e r  
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  Fund

T o m  H a w k i n s , D i r e c t o r
D i v i s i o n  of L a n d  & W a t e r  M a n a g e m e n t
Dept, of N a t u r a l  R e s o urces

F r a n k  M i e l k e
Di v i s i o n  of L a n d  & W a t e r  M a n a g e m e n t  
Dept, of N a t u r a l  Resource s

Ri c k  T h o m p s o n
Contract A d m i n i s t r a t i o n
D i v i s i o n  of L a n d  & W a t e r  M a n a g e m e n t
Dept, of N a t u r a l  Resources

Carol W i l s o n
Office of the Commis s i o n e r  
Dept, of N a t u r a l  Resources

Mr. Mike Schultz
P.O. Box 1284
D elta Junction, A K  99737



Debt

Parcel/Owner Land/Clearing Status

A-Walsky $111,794/300,976 Applied/development default; attempting 
to cure

B-Rule $122,007/399,714 Repurchased opted for, eligible to 
repurchase @ $92,439

C-Bannon $163,667/422,183 Applied; has not selected options

D-Giese $104,000/335,845 Applied; has opted to repurchase for 
$89,315

E-Wright $175,159/219,916 Did not apply; development default; 

Bankruptcy

F-Green $128,093/590,971 Repurchased for $107,039 - DONE

G-Olson $142,244/407,983 Applied/development default; attempting 

to cure

H-Engellant $159,778/412,153 Applied, has not selected option

I-Karr $144,177/436,089 Repurchased for $108,388

J-Emery $131,756/517,963 Applied; has not selected option

K-Kelley $144,383/452,354 Applied/development default/has 

appealed

L-Fett $160,954/446,599 Applied/Eligibility uncertain

M-Mitchell $168,253/535,530 Applied; has not selected option

N-Brehmer $103,867/370,910 Applied; Contract amendment sent 

repurchase @ $97,765

O-Hollembaek/

Buck $139,552/429,703 Applied; have not selected option

P-Carlyle, Inc. $135,674/390,150 Repurchased for $97,348.83 - DONE

Q-Strong $132,535/363,773 Repurchased for $101,500.11 - DONE

R-Helken $128,487/406,710 Applied; has not selected option

S-Green $177,425/574,828 Applied; has not selected option

T-Rutt $144,629/389,883 Applied; has not selected option

U-Dodson $142,434/346,138 Applied; has not selected option

V-Nelson $117,871/246,858 Repurchased for $72,871 - DONE

I-Magee $252,000/198,128 Relinquished in total

D A lit



2-Brown $226,000/142,610

3-Magee

4-Trowbridge

5-Schultz

6-Nelson

7-Holcomb

8-Cho

9-Kim

10-Cho

11-Kraus

12-0rcutt

13-Kraus

14-Rouse

15-Green 

P-Nelson

$234,000/280,958

$266,000/245,649

$300,000/309,860

$287,000/294,295

$216,000/162,635

$394,000/70,182

$388,000/51,116

$390,000/132,860

$273,000/222,162

$415,000/312.161

$286,000/268,272

$213,000/32,460

$268,000/158,031

$43,691/89,820

Applied/Development defau'/t, foreclosure 
initiated .

Relinquished in total

Applied; has not selected option

Repurchased for $88,015 - DONE

Repurchased for $74,248 - DONE

Has selected option to repurchase for 
$31,280

Relinquished in total

Relinquished in total

Relinquished in total

Applied, documents being prepared, 
repurchase for $61,543

Applied, ineligible - Bankruptcy

Documents being prepared to repurchase 
for $82,214

Has not applied; ineligible development, 
foreclosure

Relinquished in total

Repurchased for $15,780 - DONE




