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EQUIFMENT
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MISCELLANEOUS
TOTAL OPERATING -U - - 0 - ' - 0 - ’ - n - * - 0 - * - 0 - *

CAPITAL i l l  : I

REVENUE

F U N D IN G : (Thousands o f  Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
m rA L -u- -0- -0- -0- -6- -0-

P O S IT IO N S :

FULL-T1ME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)
‘Hoard members receive no salary but receive per diem and travel funds 
from the ARl.F. This totals approximately $4,000 per year per member. 
Adding 2 members to the board could result in an additional $8,000 

expenditure from the ARLF.
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Alaska State Legislature
Senate

P .O . BOX V

D A T E :

T O :

F R O M :

R E :

A *
S e n a t o r  J a y  Kert.tula 

SB 192

A t  y o u r  c o n v e n i e n c e ,  p l e a s e  s c h e d u l e  SB 192, an act
r e l a t i n g  to 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  Board, for 
h e a r i n g  b e f o r e  the S e n a t e  R e s o u r c e s  C o m m i t t e e .

P l e a s e  c o n t a c t  me i f  v o u  h a v e  a n v  q u e s t i o n s .
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P A R T M E N T  OF N A T U R A L  R E SO U R C E S

O F F I C E  O F  T H E  C O M M I S S I O N E R

STEVE COWPER, GO VER N O R

400 W I L L O U G H B Y  AVE. 

JUNEAU. A L A S K A  99801-1796 

P H O N E :  1907) 465-2400

M a r c h  2, 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  
P.O. Box V  
J u n e a u ,  A l a s k a  9 9 811

D e a r  S e n a t o r  C o g h i l l :

S u b j e c t : S e n a t e  B i l l  192, w h i c h  w o u l d  i n c r e a s e  the
m e m b e r s h i p  of 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  Fu n d  (ARLF) 
B o a r d  f r o m  five to s e v e n  p e r s o n s .

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  b e l i e v e s  that
the e x i s t i n g  A R L F  B o a r d  is w o r k i n g  w e l l  b u t  w o u l d  b e n e f i t  
fr o m  a d d i t i o n a l  e x p e r t i s e .  H o w e v e r ,  a d d i n g  m e m b e r s  at this 
time, in t h e  m i d s t  of c o m p l i c a t e d  l o a n  r e s t r u c t u r i n g  and 
a s s e t  m a n a g e m e n t  a c t i v i t i e s ,  w o u l d  be d i f f i c u l t .  W e  s u p p o r t  
the g e n e r a l  c o n c e p t  of this b i l l  but are c o n c e r n e d  a b o u t  the 
t i m i n g .

It s h o u l d  b e  n o t e d  th a t  t h e r e  is a l w a y s  d i f f i c u l t y  in 
s e l e c t i n g  A R L F  B o a r d  m e m b e r s  w i t h  a g r i c u l t u r a l  e x p e r i e n c e ,  
e s p e c i a l l y  at a t i m e  w h e n  n u m e r o u s  b o r r o w e r s  a r e  h a v i n g  
l o ans r e v i e w e d  and the p o t e n t i a l  for c o n f l i c t  of  i n t e r e s t  is 
high. P r o b l e m s  in this a r e a  h a v e  o c c u r e d  in t h e  p a s t  w h e n  
p r o d u c e r s  w i t h  s u b s t a n t i a l  i n v o l v e m e n t  in the a g r i c u l t u r a l  
i n d u s t r y  w e r e  a p p o i n t e d  to t h e  Board.

P l e a s e  let m e  k n o w  if I m a y  p r o v i d e  a d d i t i o n a l  i n f o r m a t i o n  
a b o u t  this m a t t e r .

^ h c e r e l y ,

J u d i t h  M. B r a d y  \
C o m m i s s i o n e r

cc: S e n a t e  R e s o u r c e  C o m m i t t e e  M e m b e r s
S e n a t o r  K e r t t u l a ,  S p o n s o r  
Rod S w o p e  
B o b  E v a n s  
M a r k  W e a v e r  
C h u c k  F o r c k

t O - J 9 U H



R E Q U E S T : __________________________

ST ATT OF ALASKA
1988 LEGISLATIVE SESSION

BILL VERSION: 
PUBLISH D A T E :

SB 192

F IS C A L  N O T E

Revision Date: March 1, 1988_____________
Title: M e m b e r s h i p  Q f ARLF Board

Sponsor: Senacor Kerctuia
Requestor: Senate Resources Committee

Agency Affected: Department of Natural Resource 

B R U  ; ficricultural Management_________

Components : __________________________________

E X P E N D IT U R E S /R E V E N U E S :  (Thousands of  Dollars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
m isc el l a n e o u s

TOTAL OPERATING - 0 -  * - c -  * - 0 -  * - 0 -  * - 0 -  * - 0 -  *
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TOTAL

X X A A

P O S I T I O N S :

FULL-TIME
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A NALYSIS : (Attach a separate page if necessary)
* B o a r d  m e m b e r s  r e c e i v e  no s a l a r y  but r e c e i v e  per  d i e m  and  tra vel  funds fro^i 

the ARLF. Th i s  to t a l s  a p p r o x i m a t e l y  $ 4 , 0 0 0  per yea r p e r  member. A d d i n g  

2 m e m b e r s  to the B o a r d  c o u l d  r e s u l t  in an a d d i t i o n a l  $ 8, 0 0 0  e x p e n d i t u r e  

from the A R L F  e a c h  year.
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Division : rnmmi « ^ in n < £ 7 P > s n f f ;  ™______________ _______________  D ate: 3/1/-S.9-

Iu u i i x j y  / wApproved by Commissioner: ____
A[ ncy: Na tu ra l  Resources

Date:

Distribution (by preparer) :
Legislative Finance 
Legislative Sponsor 
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Office of Management and Budget
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C T P  n  C T P
A IF M

D E P A R T M E N T  OF N A T U R A L  R E SO U R C E S

OFFICE OF THE COMMISSIONER

STEVE COW PER, G O V E R N O R

400 W I L L O U G H B Y  AYE. 

JUNEAU. A L A S K A  99801-1796 

P H O N E :  (907) 465-2400

A p r i l  2, 1987

Th 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. Box V 
J u n e a u ,  AK 99811

D e a r  S e n a t o r  C o g h i l l :  ^___

S u b j e c t : S e n a t e  Bill,^l92, w h i c h  w o u l d  i n c r e a s e  t h e  m e m b e r­
shi p  of  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  F u n d  (ARLF) B o a r d  
f r o m  fi v e  t o  s e v e n  p e r s o n s .

P o s i t i o n : T h e  D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  is u n a b l e  t o
s u p p o r t  this b i l l  at this time. W e  are c u r r e n t l y  p r e p a r i n g  
to i m p l e m e n t  m a j o r  A R L F  p o l i c y  c h a n g e s  t h a t  w i l l  r e s u l t  in a 
m o r e  s t r u c t u r e d  loan p r o g r a m .  I n c r e a s i n g  t h e  si z e  of  the 
AP.LF B o a r d  n o w  c o u l d  u n n e c e s s a r i l y  c o m p l i c a t e  t h i s  p r o c e s s .

R e c o m m e n d a t i o n : P o s t p o n e  a c t i o n  on  th i s  b i l l  u n t i l  t h e  n e w
A R L F  g u i d e l i n e s  a r e  in p l a c e  a n d  t h e  n e e d  for a d d i t i o n a l  
A R L F  B o a r d  m e m b e r s  c a n  be r e a s s e s s e d .

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  
a b o u t  t h e  ARLF.

S i n c e r e l y ,

ady
C o m m i s s i o n e r
J u d i t h  M. B r a d y  "

cc: C o m m i t t e e  M e m b e r s
B i l l  S p o n s o r s  
Rod S w o p e  
G e o r g e  S u l l i v a n

l O ’J O L H



Alaska State Legislature
Senate

P.O. BOX V 

State Capitol 

Juneau, Alaska 99811Official Business

TO: S e n a t o r  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.< airman S e n

FROM: S e n a t o r  J a y  K e r t t u l a

R E :

DATE: F e b r u a r y  2 5 , 1 9 8 8

S B - 1 9 2 ,  " A n  A c t  r e l a  o t h e  m e m b e r s h i p  of t h e
a g r i c u l t u r a l  r e v o l v i  n f u n d  b o a r d . "

S P O N S O R  S T A T E M E N T

S B - 1 9 2 ,  r e l a t i n g  to t h e  a g r i c u l t u r a l  l o a n  f u n d  (ARLF) board, 
w o u l d  m a k e  a s m a l l  b u t  i m p o r t a n t  c h a n g e  in t h e  c o m p o s u r e  of 
t h e  board.

P r e s e n t l y ,  t h e  b o a r d  i n c l u d e s  f i v e  m e m b e r s .  S B - 1 9 2  w o u l d  
c h a n g e  t h e  b o a r d  so t h a t  t h e r e  w o u l d  b e  s e v e n  t o t a l  m e m b e r s  
a n d  t w o  of t h e m  w o u l d  b e  r e q u i r e d  to b e  p r e s e n t l y  o p e r a t i n g  
p r o d u c i n g  f a r m s  a n d  t o  h a v e  b e e n  d o i n g  so f o r  a t  l e a s t  f i v e  
yea r s .

I t  is c r i t i c a l  t o  t h e  f u t u r e  o f  A l a s k a n  a g r i c u l t u r e  t h a t  w e  
h a v e  f a r m e r s  i n v o l v e d  in t h e  d e c i s i o n - m a k i n g  t h a t  t h e  A R L F  
b o a r d  does. W i t h o u t  r e q u i r i n g  t h a t  p r o d u c i n g  f a r m e r s  b e  on 
t h e  b o a r d  w e  e f f e c t i v e l y  c u t  o u t  t h e  m o s t  i m p o r t a n t  and 
k n o w l e d g a b l e  g r o u p  o f  p e o p l e  f r o m  p a r t i c i p a t i o n .

A  b r o a d  g e o g r a p h i c  r e p r e s e n t a t i o n  is a l s o  n e c e s s a r y  for a 
p r o p e r l y  o p e r a t i n g  b o a r d .  T h i s  is d i f f i c u l t  w i t h  o n l y  f i v e  
m e m b e r s .  A  s e v e n - m e m b e r  b o a r d  w i l l  h e l p  u s  a c h i e v e  a m u c h  
b r o a d e r  p e r s p e c t i v e  on  t h e  board.

A s  t h e  D i r e c t o r  of A g r i c u l t u r e  s a y s  in the a t t a c h e d  a r t i c l e ,  
f a r m e r s  n e e d  "a b a n k e r  w h o  k n o w s  f a r m i n g  a n d  w h o  k n o w s  a 
p o t e n t i a l l y  p r o f i t a b l e  o p e r a t i o n  f r o m  a l o s i n g  o n e . "  W i t h o u t  
f a r m e r s  on the A R L F  b o a r d  t h e  s t a t e  is n o t  t a k i n g  a d v a n t a g e  of  
a w e a l t h  o f  k n o w l e d g e  it c o u l d  be u t i l i z i n g .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  o f  S B - 1 9 2 .



5 03.10.035 03.10.040 A o u iculturf. a n d  A nimaijs § 03.10.05i>
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it subsection IP; 
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nt in paragraph 
qe beginning with 
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ng with "except
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907 HB .’741. see 
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•m land, tai A 
r sell, lease or 
red by a mort­
em, chattel, or 
orrower either

ill pays the outstanding balance of the loan in a lump sum or under 
•tluT terms agreed to by the commissioner which accelerate payment 
•I the loan: or

i‘2) pays the outstanding principal balance for the remaining term of 
the loan at the prevailing rate of interest which is charged by commer­
cial banks in the state dur:ng the calendar quarter in which the depart­
ment receives notice of the change of use, sale, lease or other disposal 
nf the farm land.

ibi In this section, "non-farm use" means a use of land other than for 
the production of domesticated plants and animals useful to humans, 
including forage and sod crops, grain and feed crops, fruits, vegetables 
,md livestock. (§ 5 ch 50 SLA 19791

See. 03.10.0-10. Creation of fund. There is an agricultural 
revolving loan fund which shall not exceed S75.000.000 to carry out the 
purpose of this chapter. (§ 5 ch 122 SLA 1953; am $ 2 ch 41 SLA 1961; 
-im > 1 ch 81 SLA 1970; am § 6 ch 50 SLA 1979; am § 4 ch 7 SLA 19821

Effect of amendments. —  The 1979 
imeruiment substituted "520,000,000" for
L).000,000.”

The 19S2 amendment substituted 
’’S75.000.000’’ for ”520.000,000."

Sec. 03.10.050. Administration of fund, (a) The commissioner 
'hail administer the loan fur.H in conjunction with the agricultural 
revolving loan fund board. No loan in excess of 525,000 may be made 
by the commissioner without the approval of a majority of the board.

<bi The board i' composed of five members appointed by the governor 
and confirmed by the legislature in joint session. Three members shall 
he persons with background and experience n Alaska agriculture. 
Members of the board serve for overlapping three-year terms. Members 
ol the board are not entitled to receive compensation for their services, 
hut shall receive the same travel pay and per diem as provided by law 
for boards and commissions.

(c> A meeting of the agricultural revolving loan fund board to act on 
applications for loans is exempt from the public meeting requirements 
of AS 44.62.310. (§ 6 ch 122 SLA 1953; am § 1 ch 119 SLA x976; am 
* 6ch 113 SLA 1982)

Hevisor's notes. —  Section 5. ch. 7. 
SI.A 1982 added a subsection Ic) to this 
»«tion but the provisions of that subsec- 
Ron have been transferred to AS 
0.1 10.052. Consequently, the subsection

added by 4 6. ch. 113, SLA 1982. has been 
redesignated “(c),"
Effect of amendments. —  The 1982 

amendment added subsection Ic).

Sec. 03.10.052. Limitation on board members. A member of the 
agricultural revolving loan fund hoard may not. during the member’s 
term of office or within one year ufter ceasing to be a member of the 
hoard, obtain a loun under this chapter other than a short-term loan 
under AS 03.10 030ici. 5 ch 7 SLA 10821

13



0

Anchorage D a ily  News Tuesday, N ovem ber 24, 1987
m m

The state must view agriculture as a business
BY MARK WEAVER

Docs A laska  h ave  an  ag r i­
cu ltural policy?

When money w as  easy, we 
had  agricu ltu ra l policies by  
th e  dozen. We h a d  a policy to 
prom ote the  gra in  industry ;  
w e had a policy to  p rom ote  
dairying; we had a policy of 
p rom oting  a w hole  s lew  of 
ag ricu ltu ra l  com m odities by 
lending m oney to  people  who 
had  little  capital of th e i r  own 
and  lit t le  h is tory  of m anage­
m ent.

As long as  m oney w as easy, 
the  w isdom of these  policies 
was not tested . Now the  well 
is drying up. T h e ir  legacies 
arc  coming to h au n t  us: Delin­
quent fa rm  debt. Processing 
facilities t h a t  a re  e m p ty  or 
unprofitab le . A ngry fanners .  
A disenchanted public.

Where do we go from here? 
Some say, "Do n o th in g ."  In 
fact, doing no th ing  will cause 
more waste.

I propose a d iffe ren t  s t r a t e ­
gy. The f i rs t  s tep  is to recog­
nize the va lu ab le  lessons th a t  
Delta, P o in t  Mackenzie and

o th e r  recent experiences can  
teach us.

• Lesson No. 1: Easy fa rm  
cred it  too often  rew ards  b a d  
m anagem en t.  It does not p r o ­
duce p r iv a te  sec tor  g row th  
th a t  is su s ta in ab le  a n d  u n su b ­
sidized.

• Lesson No. 2: To encour­
age a g r i c u l tu r a l  p r o d u c t io n  
for its  own sak e  is foolish­
ness. S u p p p ly  m ust be d r iven  
by  dem and.

• Lesson No. 3: F a rm ers  
m ust be requ ired  to  bear th e  
o rd in a ry  r isk s  of doing  b u s i­
ness. F a rm in g  m ay  be d iffe r­
ent from  o th e r  businesses, b u t  
i t  is no t special.

In every  sec to r  o f  th e  a g r i ­
culture  in d u s try  in A laska  
there  a re  successful farm ers  
— those who p ro f i ta b ly  grow  
and m a rk e t  th e ir  c rops and  
are  in control of th e i r  debt. 
H o r t icu ltu ra l  crops — vege ta ­
bles a n d  po ta toes  from  t r a d i ­

t iona l  farm s, bedd ing  p lan ts ,  
sh rubs  and  o th e r  o rn am en ta ls  
from  nu rse ry  an d  greenhouse  
p roducers  — accounted fo r  $17 
m illion  in gross sales las t  
year, a long w i th  1,500 jobs. 
B u t  even in depressed sectors 
such as livestock  and gra in  
there  a re  producers  w ho are  
m ak in g  i t  — w ith o u t  need  of 
a  ba ilou t. T here  is n o th ing  
w rong w i th  agr icu ltu re  in this 
s ta te ,  on ly  w i th  w h a t  w e have  
t r ied  to do to it.

What is the  fu tu re  of  f a rm ­
in g  in A la s k a ?  W hat ro le  
s h o u ld  s t a t e  g o v e r n m e n t  
p lay?

To m y  w ay  o f th ink ing ,  
g o v e rn m e n t  in v o lv e m e n t  of 
an y  k ind  is in ap p ro p r ia te ,  u n ­
less basic c r i te r ia  are  met:

Can govern m en t  p rov ide  a 
service th a t  the  p r iv a te  sector 
cannot p rovide?  Is th e re  a 
public  in te res t  a t  s ta k e  th a t  
jus tif ies  e x p en d i tu re  of public  
funds?

If the a n sw e r  to e i th e r  of 
these  queries  is "N o ,"  then  
governm en t pr"b;»bly ■ hould 
s ta y  out!

I can iden tify  only four 
k in d s  of govern m en t  services 
to ag ricu ltu re  t h a t  seem  to 
m ee t  this tes t .  They  are:

• I n sp e c t io n  of  food and 
fa rm  products  d es t ined  for 
pub lic  use o r  consum ption . A 
q u a l i ty  inspection p ro g ra m  is 
the  key  th a t  opens the  d o o r  to 
the  m a rk e t  place fo r  the  local 
fa rm er .  I t  is m a n d a te d  by 
federa l law  in  some instances, 
a n d  h e lp s  to  p r o m o t e  a 
h ea l th y  com peti t ion  for p ro d ­
uct qua lity .  A t the  sam e t im e  
it p ro tec ts  re ta i le rs  and the 
public  from those w ho w ould  
use  A la s k a  as a d u m p in g  
g round  for  poor q u a l i ty  im ­
port.

• Research. Innovation  on 
the  fa rm  depends upon  scien-

. tific  research app lied  to real 
w orld  problem s. O u r  fa rm ers  
sacrifice t im e  and m oney  in 
an  e f fo r t  t o  id e n t i fy  n e w  
crops or m ethods  th a t  can 
give A laska  a com peti t ive  a d ­
van tage . They canno t do th is  
efficiently, n o r  ta k e  a d v a n ­
tage of w hat thny lo a m  w i t h ­
out scientific  support .  G o v ­

e rn m en t  shou ld  fill th is  void.

• Credit.  P r iv a te  b an k s  do 
not l ike  to  deal w i th  agr icu l­
ture , h e re  o r  a n y w h ere .  F a r m ­
ers do no t need  free  m oney. 
They do need  a b a n k  th e y c a r t  
rely on and , th is  is m os t  

' I m p o r t a n t ,  a b a n k e r  w h o l  
k n o w s  f a r m i n g  a n d  w h o  I 
know s a  p o te n t ia l ly  p ro fit-  I 
ab le  o p e ra t io n  from  a losing j  

_ one. Nobody deserves a loan  
ju s t  because he  is a  fa rm er .  
B u t fa rm ers ,  l ik e  o th e r  b u s i­
nessm en, deserve  loans w hen 
th e i r  c red it  is good.

•A ccess  to Land . In  v i r tu ­
a l ly  ev e ry  s ta te ,  local govern ­
m en ts  h av e  acted  to  p ro tec t  
th e i r  bes t  ag r ic u l tu ra l  lands 
f rom  erosion  a n d  in co m p a t i­
b le  developm ent.  F o r  th is  re a ­
son, th e  H am m o n d  a d m in is ­
t r a t i o n  i n i t i a t e d  a n  
ag r icu l tu ra l  t i t le  sy s tem  th a t  
o f fe re d  f a r m e r s  o w n e r s h ip ,  
subject to  a condition  th a t  the  
land  not be  abused  n o r  d iv e r t ­
ed to uses  inconsis ten t  w ith  
agricu ltu re .  T h is  sy s tem  is 
w ithou t doub t th e  m os t  va lu ­
ab le  legacy of th e  big project

era . It is the tool t h a t  pre­
serves th e  taw  m a te r ia l  of the 
fa rm e r ’s t rade  a t  a price  com­
p a t ib le  w i th  th e  long term 
n a tu re  of  his inves tm en t.

Inspection, research , credit 
an d  land  access pass  th e  acid 
tes t  for governm en t involve­
m en t  In ag r icu ltu re .  With few 
exceptions, if a service is ou t­
s ide  the scope of these  four 
a reas ,  the  governm en t o f  this 
s ta te  p ro b ab ly  should  no t  be 
p ro v id ing  it .

When m oney  w as  easy , we 
could a ffo rd  to p u rsu e  agri­
cu l tu re  as one m ore  A laskan  
lifestyle. Now w e h av e  no 
choice b u t  to  v iew  agricu ltu re  
as a business. If w e  s tick  to 
basics, it w il l  g row  at its  own 
pace, and requ ire  no subsidy. 
It will p rov ide  jobs, and q u a l­
ity  produce  for a ll  of us. And, 
by the  w ay ,  those  who suc­
ceed in it  w il l  en joy  a r e w a rd ­
ing lifestyle.

□ Mark Weaver f9 Director of the 
Division of Agriculture.
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D e a r  M r . M e n a r d :

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

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

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

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

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

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

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

T h e  t h i n k i n g  t h a t  g o e s  i n t o  t h i s  c o u n t e r  p r o p o s a l  is that 
p r o d u c t i o n  c r e d i t  t h e n  b e c o m e s  a n  i n c e n t i v e  to g o o d  b o r r o w e r s  b y  
r e d u c i n g  t h e i r  i n t e r e s t  du e .  It is not a d e b t  w r i t e - o f f  o s  is 
the c u r r e n t  l e g i s l a t i o n .  It d o e s  n o t  a p p l y  to  r e s t r u c t u r e s ,  t h e y  
h a v e  a l r e a d y  r e c e i v e d  s u b s t a n t i a l  r e l i e f .  T h i s  p r o p o s a l  is in 
the b e s t  i n t e r e s t  of the S t a t e  b e c a u s e  it r e w a r d s  b o r r o w e r s  in 
g o o d  s t a n d i n g  w i t h  a r e d u c e d  i n t e r e s t  a n d  a n  i n c e n t i v e  to r e m a i n  
in g o o d  r t a n d i n g ,  a n d  t h u s  to k e e p  f u n d s  r e v o l v i n g  b a c k  i n t o  t h e  
L o a n  F u n d .

l' F' B 1 6 1063



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

H B  415 R e t r o a c t i v e  P r o d u c t i o n  C r e d i t  t o  D a i r y  P r o d u c e r s .
T h e  B o a r d  o p p o s e s  t h i s  l e g i s l a t i o n .  It is n o t  i n  t h e  b e s t  i n t e r­
e s t  of t h e  S t a t e .  It is a d e b t  r e l i e f  p r o g r a m  w h i c h  r e w a r d s  p r o ­
d u c t i o n  i t h o u t  r e g a r d  to e f f i c i e n c y  a n d  p r o v i d e s  no p a y b a c k  t o  
t h e  loaj. f und. I a m  a t t a c h i n g  "an a n a l y s i s  of t h e  f i n a n c i a l  e f ­
fect"  o n  t h e  F u n d  p r e p a r e d  b y  t h e  L o a n  F u n d  M a n a g e r .  P l e a s e  b e  
s p e c i f i c a l l y  a w a r e  t h a t  t h e  F u n d  c u r r e n t l y  h a s  l o a n a b l e  f u n d s  of 
a b o u t  $7 m i l l i o n .  T h i s  p r o p o s a l  w o u l d  w i p e  o u t  a l m o s t  $2 m i l l i o n  
of t h a t  w o r k i n g  b a l a n c e .

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

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

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

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

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

T h e  B o a r d  f e e l s  the c u r r e n t  s t a f f  a n d  b o a r d  a r e  d e a l i n g  as  
e f f i c i e n t l y  as p o s s i b l e  w i t h  t h e  l o a n  f u n d  w o r k l o a d .  A d d i n g  t w o  
f u n c t i o n i n g  p r o d u c e r  b o a r d  m e m b e r s  w o u l d  be  d i f f i c u l t  to a c h i e v e  
a n d  w o u l d  r e d u c e  t h e  e f f i c i e n c y  a n d  e f f e c t i v e n e s s  of the p r o c e s s  
a t  t h i s  t ime. S B  1 9 2  is n o t  in  t h e  b e s t  i n t e r e s t s  of  t h e  State.

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

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