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ELEVENTH LEGISLATURE

FISCAL NOTE

1 REQUEST Senate B ill 467) , , o
ouse Mill 1No. 753 Title: An Act makmgi a special appropriation to the power

fI'J project re'volving fund; and providing tor an effective date.
Requested bv 25 members of the House Date  2/14/80

Requested by (SB 467) Meland, Ziegler, Kerttula, and Dankworth

Il.  FISCAL DETAIL .
Agency Affected  Department of Commerce and Economic Development

Program Category Affected  Economic Develolpment _

BRU, Program, or Subprogram(s) Affected =~ Alaska Power Authority _

(Note: If more than one budqet_component is affected, separate line-itcm amounts and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)
FY 80  .FY 8l FY 82 FY 83 FY 84 FY 85

IPMENT
é\‘TRUCTURES

D
NTS. CLAIMS.ngr% 1 .OOO.OOO1
1,000,000

FUNDING  (Thousands of Do Jars)

AL EUND 1,000, oool
AL FUNDS

(Specify Fund Source) |

POSITIONS

. ANALYSIS (See Fiscal Note Preparation Instructions, Station 1)

Approval of this appropriation will permit fundm%. of all small scale power pro-
duction facilities in the State of Alaska presently estimated to he developed over
the next fifteen years. The appropriation will eliminate the need for revenue bond
financing in the power production area except for large generanon projects. Loan
document preparation and loan administration, which has been funded by the operatm%
budget of the Power Authority, may have to be funded as a Portlo_n,of oan proceeds Dy
the loan recipient due to the potential increased volume of activity.

Terry J. McCuire
IV. DATE  February 20, 1980 RF({;IIEER'ACF\%(ED BY AlaskayPower Authority
Oiiginal: Legislative Finance PHONE _ —276-2715
cC: Budget and Management

Pjimc Sponsor (First Legislator Named)

33-001 (Rev, 12/79)



ENDNEW%RH_FGLER, KERTTULA

SENATE BILL NO. 467
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act making a special appropriation to the power

project revolving fundj and p:oviding foran effective

date."’
BE IT ENACTED BY THE LEGISLATURE OF THE STATEOF ALASKA:

* Section 1. Thesum of $1,000,000,000 is appropriated fromthe general
fund to the power project revolving fund (AS 44.56.170) for feasibility
studies, preconstruction engineering, design, constructing, equipping, modi-
fying, and expanding small-scale power production facilities.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.10.-

070(c).

-1- SB 467



COMMITTEE REPORT

SENATE
2/26/80 FURTHER: N°ne
Date:
Mr. President:
The Committee on  FINANCE has had  SB 467

making a special appropriation to the power project revolving fund

under copsideration and (a majo
reports it back with the 'f

rity of the committee) (the committee)
ollowing” recommendations:

( ] do pass [ ] do not pass
[ ] do pass Wlt[h attached amendments (s) | same title
[ ] replace with CS for [ ] new title
and recommends
[ ] AND attaches a "Letter of Intent" [ ] New Fiscal Note
[ ] vreports it back with ut recommendation
[ ] referred to the Committee
MEMBERS SIGNING . MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:
CHAIRMAN

S 60 (Rev. 12/78)



COMMITTEE REPORT
SENATE

FURTHER: Finance
2/18/80

Date: Pe 3-2j W
Mr. President:
The Committee on State Affairs has had  SB 467

r]pakding a special appropriation to the power project revolving
un

under copsideration and (? majo

y of the committee) (the committee)
reports, it-b-a-ck with the

orit
ollowing” recommendations:

/do passyy [ ] do rot pass
do pass with attached amendments(s)
, ] same title
[ ] replace with CS for j new title
and recommends
[ ] AND attaches a "Letter of Intent” [ ] New Fiscal Note
[ ] vreports it back without recommendation
[ ] referred to the Committee
MEMBERS SIGNING MEMBERS HAVING
OTHER RECOMMENDATIONS
hSI% Z
CHAIRMAN AT

S 60 (Rev. 12/78)



Introduced: 2/18/80
Referred: State Affairs and

E%nndl?gf Inu1r:1 rmalzt%nfrooooo 000 Finance
Other Funds §1,000, 000 000
1 BY MELAND, ZIEGLER, KERTTULA
IM THE SENATE AND  DANKWORTH JLA
2 SENATE BILL NO. 467
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 ELEVENTH LEGISLATURE - SECOND SESSION
> A BILL
6 For an Act entitled: ™An Act making a special appropriation to the power
; project revolving fund; and providing for an effective

date.”

° BE IT ENACTED BY THE LEGISLATURE OF THE STATEOF ALASKA:

L * Section 1. The sum of $1,000,000,000 is appropriated from the general

1 fund to the power project revolving fund (AS 44.56.170) for feasibility

L studies, preconstruction engineering, design, constructing, equipping, modi-
. fying, and expanding small-scale power production facilities.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.10.-

070(c).
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HOUSE

) FURTHER:
>/12/80 Date: s Ter [ /S0

Mr. Speaker:

The Committee on FIMANCE has_had CSSB 475

"An Act establishing the Point MaclCenzie a?ricultural development
project; and providing for an effective date."

under consideration and (a majority of the committee) (the committee)
reports it back with the following” recommendations:

[X 1] do pass [ ] donot pass
do pass with attached amendments(s
L] P _ 5) ] same title
[ ] replace with CS for j new title
and recommends
[ ] AND attaches a "Letter of Intent” [ ] New Fiscal Note
[ ] reports it back without recommendation
[ ] referred to the Committee
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Original sponsor: Rules/Governor®s Agricultural Offered: 5/6/80

Policy Task Force Referred: Rules
1 IN THE SENATE BY THE FINANCE COMMITTEL
2 CS FOR SENATE BILL NO. 475
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
1 ELEVENTH LEGISLATURE - SECOND SESSION
5 A BILL
6 For an Act entitled: "An Act establishing the Point Mackenzie agricultural
7 development project: and providing for an effective
8 date."

o BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
0  * Section 1. AS 03 is amended by adding a new chapter toread:

1 CHAPTER 38. AGRICULTURAL DEVELOPMENT PROJECTS.

P Sec. 03.38.010. POINT MACKENZIE AGRICULTURAL DEVELOPMENT PROJECT,
13 (@) Under the authority granted by art.  VIii, secs.6, 8, ana 9of the
1 state constitution, the Point Mackenzie agricultural developmentproject

b described in AS 03.38.020 is established. State land located within the
boundaries of this project wlich is not necessary to urotect public

- access or reasonable concurrent uses shall be disposed of for agricul-
1 tural use under AS 38.05.

19 (b) The Alaska Agricultural Action Council established in AS 44.-
20 33450 shall administer the Point MacKer.zie agricultural development
1 project and may
2

16

(1) Quntract for the clearing, draining and breaking of the

7 land located in the project}

(2) contract for the construction of access roads in the
project} and

(3) contract with the purchasers of the land cleared and
drained under (1) of this subsection for repayment to the state of the
cost of the clearing, draining and breaking of the land.

Sec. 03.38.020. PROJECT DESCRIPTION. The Point Mackenzie agricul-
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28
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tural development project consists of state land located in the fol-
lowing described parcels:

(1)

(2)

Township 14 North, Range 4 West, Seward Meridian
Section 5. WI/2, NE1/4, NI/2 of the SE1/4
Section 6

Section 7

Section 18 NI/2 of the NW1/4, NWL/4 of the NE1/4
Township 14 North, Range 5 West, Seward Meridian

Section 1. SE1/4, SI/2 of the NE1/4, NEL/4 of the NE1/4, EI/2 of the
NWL/4 of the NEL/4

(3)

Section 12 El/2

Township 15 North, Range 4 West, Seward Meridian
Section 7

Section 17. SI/2, NWI/4

Sections 18 and 19
Section 20: WI/2, WI/2 of the NWI/4 of the NE1/4, WI/2

of tho SWL/4 of the NE1/4, WI/2 of the NW-/4 of the SE1/4, SE1/4 of the
NWI/4 of the SE1/4, SI/2 of the NEL/4 of the SE1/4, SI/2 of the SE1/4

(4)

of the NWI/4

Sections 29 - 3L
Section 322 NI/2, SWI/4, WI/2 of the SE1/4
Township 15 North, Range 5 West, Seward Meridian

Section 1
Section 2: El/2, NI/2 of the NWI/4, NEL/4 of the SEl/4

Section 11: El/2, EI/2 of the NWI/4, EI/2 of the SWI/4
Sections 12 and 13

Section 14: EI/2, SWI/4, El/2 of the NW/4

Sections B3 -5

Section 26. NI/2, SEl/4

-2- CSSB 475



1 Section 35 NI/2, SEI/4

2 (5) Township 16 North, Range 4 West, Seward Meridian

3 Section 3L SI/2 of the SEI/4, SI/2 of the NE1/4 of the
4 SEI/4, SI/2 of the NWI/4 of the SEI/4, SI/2 of the SEI/4 of the SWI/4,

5 SI/2 of the SWI/4 of the SWI/4

6 Section 32. SEI/4 of the SEI/4, EI/2 of the SWI/4 of the
7 SEI/4, SN 1/4 of the SW ]/4 of the SEI/4, SWI/4 of the SWI/4, WI/2 of

8 the SEI/4 of the SWI/4, SEI/4 of the SEI/4 of the SWI/4

9 Section 33. SI/2 of the NWI/4 of the SWI/4, SI/2 of the
D NE1/4 of  the SWI/4, NE1/4 of the NE1/4 of the SWI/4NI/2 of the SEI/4
il of the SWI/4, NI/2 of the SWI/4 of the SWI/4

1% (6) Township 16 North, Range 5 West, Seward Meridian

13 Section <6 SI/2 of the SEI/4, SI/2 of the SWI/4

14 Section 3b

15 Section 36: WI/2 of the NWI/4 of the NWI/4, WI/2 of the
16 SWI/4 of  the NWI/4, SEI/4 of the SWI/4 of the NWI/4,WI/2 of the NWI/4
W of the SWI/4, SI/2 of the SWI/4, SI/2 of the SWI/4 of the SEI/4, SI/2 of
18 the SEI/4 of the SEI/4.

19 * Sec. 2. This Act takes effect immediately in accordance with AS 01.10.-
D 070(c).

il
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EXPANDING ALASKA'S

ACRICULTURE

A Positive Commitment

For further information on agricultural development in
Alaska contact:

Alaska Agricultural Action Council
Office of the Governor

Pouch AN

Juneau, Alaska 99811

Telephone (907) 465-3468

Members of Council:
W. I. Palmer, Chairman

SDtomowc C,?trney Alaska Agricultural Action Council
gve amiiton Office of the Governor

Paul Huppert Pouch AN

Charles Webber Juneau, Alaska 99811

January, 1980 tel: (907) 465-3568



EXPANDING ALASKA'S

AGRICULTURE
A Positive Commitment

Alaska's social development and economic stability depend

to a great extent upon the successful management of her renew-

able resources. Agricultural development, achieved by the use of

short-term oil and gas revenues, 1s a means of providing long-

term social and economic benefits for the citizens of Alaska.

Although agriculture has existed in Alaska since the time
of the first Russian settlers in the 13th century, only recently
has agricultural development in the state taken advantage of
known production, transportation, and processmE efficiencies.
Through administrative and legislative action, Alaska has made a
positive commitment to plan and implement agrlcultural devel-
opment projects of adequate size to provide th Zbest opportuni-
ty for economic success.

PROJECT MANAGEMENT

In 1979, the Alaska state legislature created the Alask
Agricultural Action Council to plan and manage agricultu' il
development projects within the state. The five-member council,
appointed by the governor, is responsible for proposm% specific
projects for legislative approval, selecting lands for these pro-
jects in conjunction with the Alaska Division of Forest, Lands
and Water Management, conducting pilot marketing programs
necessary for the projects, and providing overall management
for agricultural development.

Production of vegetables for local use in rural areas is an important part of
Alaska's agriculture.

SUMMARY

The stale land sold to farmers throug(h these agricultural
development projects is expected to total 250,000 acres by
1983. Expanding these projects to 500,000 acres by 1990 and
establishing an export marketing system will provide feed C?rf;un
in Alaska at ;; cost that will encourage the red-meat and dairy
industries in the state. . . o

Development of the production, marketing, and fmancmg
systems necessary for these projects will be encouraged an
coordinated by the Agricultural Action Council. The goal of
500,000 acres in cultivation by 1990 is designed to provide an
agricultural system of sufficient size to attain economic viability
and ensure astrong food-production system for Alaska.



The local economy of western Alaska will be enhanced by further develop-

ment of the reindeer industry.

RELATED PROGRAMS

The Alaska Reindeer Herders Association and the North-
west Alaska Native Association are actively committed to devel-

oping Alaska's reindeer industry for the commercial production
of meat and antlers. Sixteen reindeer grazing permits invplving
Federal land on the Seward and Baldwin Peninsulas were issue
in 1978 and include almost sixteen million acres of land. In
addition, the Alaska state legislature appropriated funds in 1979
tQ”encourage vegetable production for local use in rural Native
villages.

Delta Agricultural Project: In 1978, 60,000 acres of
undeveloPed state land near Delta Junction were sold in tracts
ranging from 2,000 to 3,600 acres. By November, 1979, the
trees had been knocked down on 80 percent of project land,
and 25 percent will be cleared and ready for spring planting in
1980. Loans made available through legislative appropriations
have provided financing for farmers to purchase and clear the
land. State loans were also provided for a grain elevator and
handling system and other components of the agricultural pro-
duction and marketing infrastructure.

At Delta, 60,000 acres are being cleared.

‘Barley and rapeseed are expected to be the major com-
modities produced, with wheat as an additional possibility.
Marketing studies are identifying export markets for these
commodities. As a part of the project, a test marketing program
was undertaken in 1979. Nearly 3,000 tons of barley were
marketed through this program from that }/ear's crop. All of
this barley graded, on the average, U.S. No. 2 or better which i
generally considered to be the minimum necessary for export as
a feed grain. As the availability of feed grain increases in Alaska,
it is anticipated that the livestock industry will expand, particu-
larly in the area of pork production.

In addition to the Delta Project, 5,000 acres of state land
were sold during 1978 in smaller tracts of 20 to 325 acres in the
Tanana Loop near Delta Junction. These tracts are being devel-
oped for diversified farming entergrlses. An additional 10,000
acr « for such enterprises are to be sold near Delta Junction
during the spring of 1980.



PROPOSED PROJECTS

Expansion of the Delta Project: The sale of an additional
80,000 acres of state land adjacent to the Delta Agricultural
Project is under consideration. Farm sizes similar to those
established in the initial phase of the Delta A?.rlcultural Project
are recommended to take advantage of established production
and marketing efficiencies. Increased production from this
project will allow improved use of the agricultural infrastructure
established for the initial project. .

Point MacKenzie Agricultural Project: Plans have been
completed for a 40,000-acre agricultural project near Point
MacKenzie in the Susitna Valley north of Anchorage. The major

Diiiry farms arc envisioned at Point MacKenzie.

enterprise is expected to be dairy farming. Hay and vegetable
farms are also I|keIK to develop in the area. A schedule and Pro-
ject program for the MacKenzie Project and land sale will be
presented to the 1980 state legislature. _

Nenana Agricultural Project: An agricultural project near
Nenana, on theTanana River, encompassing as much as 300,000
acres is envisioned. Planning is in the preliminary stages because
of uncertainties regarding land ownership by state and Federal
governments and Native corporations. Consequently, it is likely
that authorization to initiate this project will not be requested
until 1981. Initially, the project will Prob_ably involve about
100,000 acres. It Is anticipated that farming systems in this
area will be similar to the agricultural development underway
near Delta Junction.

My 7; | ~
v ‘ o %k @R Her «S

Waves of grain: the wave of Alaska's future.



POINT MACKINZIE AGRICULTURE DEVELOPMENT PROJECT

The proposed Point MacKinzie project is an agricultural development
of 15535 acres located in the Susitna Valley across Knik Arm from
Anchorage. This project supports the Governors goals for development
of a renewable resource industry with non-renewable resource funds,
offers long-term net benefits to all Alaskans, and improves private
market for needed goods and services.

An expanded dairy industry, especially fresh milk, will satisfy the

Existing market in Alaska. Also,"it will contribute to a Year—round
stable economy. The dairy market at its present state is largely met
y the Pacific Northwest.” The Point MacKinzie dairy project will pro-
vide an Alaskan market for barley and straw from the only other large
scale agricultural project in Alaska, the Delta Barley Project.

The Point MacKinzie Project will increase fresh milk self-sufficiency
from the present 20 - 30% levels to the total requirements for the
Anchorage and greater railbelt areas. With Alaska milk on the retail
shelves there will be a limited dollar turnover to milk produced out-
side. The project will support 29 - 39 families and over 94 workers.

Jay Todd Lupejkis,
Staff Researcher
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Alaska Agriculturatl Atction Council Report
0 the
Second Session of the Eleventh Alaska Legislature

STATUTORY AUTHORITY AND REQUIREMENTS

The Alaska Agric’Ltural Action Council was created by Chapter 75, SLA 1979,
First Session, '.eventh Alaska Legislature. The effective life of the Council
is frem-July 1, 1979, to JuIX 1, 1984. AS 44.33 has been amended to reflect
this legislation. AS 44.33.425" (a) states "Before January 15 of each year
the council shall report to the governor and the legislature concerning the
activities of the cqouncil during the current fiscal year. The report Shall
contain recommendations for the development of agriculture in the state dur-
ing the next fiscal year.

MEMBERSHIP

lhe Council is composed of three state government and two private-sector
members, who were aPpomted by Governor Jay S. Hammond on June 26, 1979,

to serve four-year terms. It is chaired by the Special ProLects Coordinator
in the Office of the Governor. Members inClude Charles Webber, Commissioner
of Commerce and Economic Development; Domonic Carney, Director, Division

of Agriculture; W. I. "Bob" Palmer, Special Projects Coordinator, Office

of the Governor; Steve Hamilton, Palmer; and Paul Hupgert, Palmer, Ihe
Council is further aided by the expertise of Dr. Jim Drew, Dean of the
School of Agriculture, University of Alaska, who serves as an ex-officio
member in an advisory capacity. “Ihe Council is located in, but independent
of, the Department of Commerce and Economic Development.

POWERS AND DUTIES

The Council’s powers r,anqe from coordination of agricultural data ¢ollection,
recommendation of agricultural promotion activities and land classification

to the administration of the Delta Agricultural Project and any other agri-.
cultural developrrent projects as authorized.by the Legislature. Ihe Council
nay also contract for the clearing, drainjng and breakKing of agricultural land
and for the construction of accesS roads in~the Delta Project. ~ lhe Council,
in effect, becomes the agency for new, large-scale agricultural development
and innovative technology.

In addition, the Council is mandated to report to the Legislature annually, .
with recommendations for one or more agricultural projects; to propose legis-
lation identifying the tasks of various state agencie$ necessary to accomplish
the development project; and to propose legislation granting to” the Council suf-



ficient authority to insure cooperation-of all state agencies involved in the
implementation of the agricultural development project.

MEETINGS

Ihe Council has met ei%ht times since A*ust 1, 1979. The Council, for the
convenience of interested parties, has attenpted to schedule strategically
located meetings:

DATE PLACE

August 1, 1979 Anchorage .
August 14, 1979 Delta Junction >
Septenfoer 7, 1979 Palmer

Octoper 2, 1979 Anchorage
October 22, 1979 Anchorage
November 5, 1979 Anchorage
November 23, 1979 Anchorage
December 4, 1979 Anchorage

The purpose of these meetings has been to discuss agricultural development
now taking place in Delta Junction, a continuation of those efforts, projec-
tions for the future in this area, and proposed additional actjvity in
developing the Point MacKenzie area for the purposes of rebuilding” the
dairy industry in Alaska.. These subjects will be discussed at lenQth later.

In addition to the Council members, the meetings have often included represen-
tation by the public, private industry, and Federal, state and municipal
officials. Participation by such groups has been encouraged and welcomed.

ACTIVITIES OF THE COUNCIL

In October, the Council traveled to Dawson Creek and Grande Prairie, British
Columbia, to learn more of the lessons available from the long-term Canadijan
experience in developing agriculture in sub-arctic conditions, spemﬂcalldy
with regard to rapeseed Products barley products and land-clearing methods,
Three farms, two demonstration plots (one containing a fleld of no- till barley)
and two elevator oPeranons were visited. The Ag Council was joined on_ this
trip b ,a,cou?l,e of Delta Project tract owners, and the experience provided
the additional information necessary to ensure more successful follow-through
on the Delta Project and any others”vhich might follow.

The activities of the Council have also included public meetings with the
residents of Delta Junction and PaJmer to discuss on-going or proposed agri-
cultural development taking place in their communities.

Additionally, Council members are now involved in ajoint Federal-State effort
to identify problems and possible solutions to some of the problems faced b

rural communities, as ,theg relate to agricultural development. The ?roundwork
for this effort was laid by Governor Hammond and Bob. Palmer, who in Tate June

9.



of 1979, net in Anchorage with Assistant Secretary of Agriculture for Rural
Development, Alex Mercure, to discuss this issue.” The Governor designated the
Ag Council as the state side of this working group.

BUDGET '

$100,000 was appropriated by the. Legislature in the 1979 OPeratjng Budget
for travel and per ‘diem expenses of the Alaska Agricultural Action Council.

Expenditures as of December 31, 1979, include:
EXPENDITURES

llame Amount

|, TRAVEL AND

PER DIEM .
W. |. "Bob" Palmer (Chairman, AAAC)
Commissioner Charles Webber (Membér, AAAC)
Demonic Carney (Member, AAAC
Steve Hamilton (Member, AAAC
Paul Huppert (Member, AAAC)
Dr. Jim Drew (Ex-officio member, AAAC)
Julie Hickey (AAAC Staff)
Sue Boyer (AAAC Staff)

TOTAL $ 13,032.00

[1. CONTRACTUAL _ ,
Business-Govemment Interaction, Inc.
(Prehmmary visit, swine industry 3,700.00
easibility analysis)

Agriculture Experiment Station,

University of Alaska _ _

(professional services in conjunction

with agricultural projects) 4,000.00

TOTAL $ 7,700.00

[11. MISCELLANEQOUS
Upper One Restaurant (Fred Harve}/, Int'l) 193.30
(meeting room, coffee and rolls for two
meetingS with 30 attending each)

Long distance telephone calls 100.64
TOTAL 293.94



1 IV. GRAND TOTAL OF EXPENDITURES . $ 2302594
V. BALANCE ‘ $ 76,974.06

DEVELOPMENT PLANS .

Three projects being recommended to the Governor and the Legislature by
the Council for consideration include the continuation of.the Delta '
Barley Project, phase one of the Point MacKenzie Daé%)i Project and. Delta
|| expansion. These have been included in the FY 1981 capital budget sub-

mission,
|, The first priority is the continuation of the existing Delta Project.

By virtue of AS 44.33.420, the Alaska Agricultural Action Council (AAAC)
acts as administrator of the Delta agricultural development project. Today;,
approximately one year after the disposal of those agricultural lands under
the Delta Barley Project, the AAAC can report the Project's progress:

1." Eighteen miles of good roads have been built to service the
farmers;

2. An elevator-dryer complex has been constructed;.

3. The first 3,000 tons of barley have been produced, dried,
and are now in secure storage;-

4, Initial sales in Alaska have been completed;
5. Overseas markets for surplus grains have been located;

6. Under a small-scale feed trial program negotiated between
the State and Japanese officials, approximately 15 tons of
Alaskan barley will be shipped to Hokkaido to determine if
a premium price car. be paid in the future for Alaskan barley.

o Delta Project administration expenses are on—gom? in_the year 1980-1981, The-
development lolan,allows the farmers to continue clearing during that period of
tine. The clearing contracts must be administered: the transportation-and test

" marketing will require one to two years of additional work before transition
to the private sector can be completed.- Cne hundred thousand dollars is the
best estimate at this time to cover those.administrative expenses. Nine hundred
thousand dollars is the continuation of the level of test marketing .approved for
the present fiscal year,and the $1,000,000 of clearing funds deletéd by the
legislature as unneeded durm(h} the 1980 FY wiill be required during FY 1981
ggt&l)orgguoested funding for the continuation of the Delta Project™ for FY '81 is



It. should be emphasized ver¥ strongly that most, if not all, of the test marketing
monies vri.ll be returned to the general fund when the grain is sold. lhe last

year of test marketing will require a larger sum of money because considerably.
more acrea%e of grain"will be planted and harvested so that sufficient production
will result to enable a foreign hottom (Japanese or Taiwanese) to purchase the
?ram FOB tidewater in Alaska, rather than shipping smaller quantities to Seattle

or trans-shipment with Lower 48 grain.

[, Ihe second priority is the Point MacKenzie development.
£

While the original focus of the Delta Project was the ‘production of snail
grains, the primary focus in Point MacKenzie will be on breathing new life
into the dairy industry while providing additjonal lands for the vegetable,
forage, and livestock industries. As Matanuska Valley agriculture Shrinks
under the never-ceasing encroachment of Anchorage bedroom community subdi-
visions, the number of dairy farms declines. When an existing dairy farmer
decides to sell his farm the land value is usually so high as to be prohib-
itive for a farmer to purchase and instead becomes another subdivision. Ihe
net effect is the loss of additional dajry farms and more milk shipped in .
from the “outside”. At present, approxiniately $200,000 worth of bulk milk is
shipped in each month, resultm(% inone more serious hemmorhage of Alaskan
dollars flowm% “out". If the transportation, marketing and processing infra-
structure of the existing dair>-industry is to survive, the aforementioned!
trend most he reversed.

Good agricultural soils well suited for dairy production, as well as forage
crops and vegetables exist in the Point MacKbnzie area. Under the state law,
which allows dlsposal of only the agricultural rights to this land, the present
situation of farm to subdivision transaction could not occur and the dairy induys-
try would be able to reverse its downward trend and expand as Alaska's population

expands.

The capital budget submission for FY '81 includes $300,000 for a survey of the
Point MacKenzie acre,a(_{e' $1450,000 for access roads; $150,000 for the admin- e
istration of the Point MacKenzie Project; $80,000 for a da|r¥ specialist who
will be on the staff and workmg full-time on the Point Macltenzie Project as
soon as the lottery is held; and $3,600,000 for land clearing. Ihe total
requested for next fiscal year for the Point MacKenzie Project is $1,335,500.



moint MacKenzie Proposal .

A comprehensive proposal for the Point MacKenzie development is attached
herewith for your review. We believe all relevant areas of development are
covered, including detailed economic analysis and supporting documents, If
further information is de3|red6please contact the Special Projects Office,
Office of the Governor, 465-3568. .

[11. The third priority is the Delta Il expansion,
/

Delta "11". includes the dis?osal and development of approximately 85,000
additional acres in the Delta/Clearwater/Tanana Loop area north of the
Richardson Highway.

Expansion is needed to:

1. assist in fquiIIing the legislative mandate for
disposal of 650,000 acres of agricultural lands;

meet the requirements for additional agricultural lands
for economic farm units as voiced by Delta Junction residents
and others throughout the State;

N

3. increase throughput throughout all phases of the infrastructure
to lower unit costs and increase profit margins;

4, comply with the Ombudsman's suggestion that more lands be
made available in the Delta Jurnction area as soon as possible.

ltems included in the FY 1981 budget submission are:

1. Expenditures for survey - $ 300,000
2. 1st year Clearing - 4,000,000
3 Elevator Construction

Loan - 1,500,0vj
4, Project Administration - 150,000 v
5. Construction of Access

Roads - 2,000,000

TOTAL $7,950,000



IV. The fourth priorty is the expansion of processing facilities

Processing and tran\?vportatmn are the vital links between the ?,roducer
and. the consumer. Without efficient facilities to upgrade, refine,and
transport agricultural production there can be no economic success. |
Several areds that need immediate attention are grain stroage processing
and transfer facilities, red meat processing and marketing, vePetable
processing, coordination of fishing industry by-products with flivestock
industry,and agricultural input transportation, i.e., fertilizer, ma-
chinery, seed, breeding stock, etc.

Adequate financing is, the most crucial need in establishing a sophisti-
cated, efficient agricultural processing sector. The.Renewable Resources
Corporation may bethe financing vehicleé to provide the necessary infra-
structure for processing and handling of Alaska's red meat, grain, oilseed,
and vegetable crops, Initial construction and management of such facilities,
could be under the interim control of the Alaska Atgnculltural Action Council.
As soon as possible, the ownership and management function should be trans-
ferred to the private sector,



POINT MACKENZIE PROJECT PROPOSAL

I. INTRODUCTION

In accordance with its vested resposibility and with experience obtained
under the Delta Project, the Alaska Agricultural Action Council proposes
a new agricultural project in the Susitna Valley, across Khik Arm frcra
Anchorage. Titled the Point MacKenzie Project, this proposal 1is another -

step toward further planned development of Alaska®s agricultural potential.

I1. OBJECTIVES

The Point MacKenzie Project supports the Governor®s goals to 1) stimulate

the development of a renewable resource industry with non-renewable resource
funds, 2) to encourage economic development ujhich offers long-term net
benefits to all Alaskans and 3) to improve the ability of the private market
to provide needed goods and services." In addition the Matanuska Borough

has long supported, and recently reinforced its support for this agricultural
development project. The Borough also released a substantial portion of land
to the State to provide a better managed project. lhe project also satisfies
a recommendation of the Alaska Growth Policy Council, that "The D"partment
of Natural Resources should make land available for agricultural development
based on a proved potential and demand, and dispose of agricultural rights

to these lands when appropriate..."

An expanding dairy industry in Alaska will more completely satisfy the
existing market for dairy products, especially fresh milk, which is now

being largely met by fluid milk from the Pacific Northwest. [Ihe dairy indus-
try contributes to a year-round stable economy; encompassing production,

processing, marketing and relevant service oriented industries. A modem



Point MacKenzie Project Proposal -2-

dairy farm is a major capital facility which includes livestock of high
genetic potential, housing adequate to meet the needs of those animals,
and sopisticated feed production equipment. These provide an important
addition to the industrial-taxbase of Alaska. A major objective of the
Point MacKenzie Project is the implementation of the program with delib—
erate speed to provide economy of scale to the dairy industry as quickly
as possible, recognizing the need at this time for expanded in-state milk
production to insure the very survival of the farmer-owned processing

industry.

The Delta Project demonstrates the only large scale agricultural develop—
ment in Alaska since statehood. It is perhaps simplistic to point out
that the Point MacKenzie dairy project will provide an Alaskan market for

Delta barley and straw.

The impact of the Matanuska Valley dairy industry is felt from the Kenai

Peninsula to the Tanana Valley as it provides the formal framework for the

artificial insemination industry in Alaska. The augmentation of the south-
|

central dairy industry through initiation of the Point MacKenzie project could

provide a base of support to developing dairy programs distant from it.

I11. ECONOMIC FEASIBILITY
A thorough analysis of the feasibility of on-farm and processing opera—
tions has been made. That analysis indicates that the dairy expansion

will be profitable if the project proceeds as planned. Modern production



Point MacKenzie Project Proposal -3-

units using the latest, most cost efficient methods of handling the re—
quired high producing dairy cattle are considered key components of the
project. The financial analysis assumed the development of adequate
services such as power and ground transportation as the project proceeds.
This project enjoys the bonus of an existing sophisticated narketing
structure already in place and serving the market. In fact; the process—
ing part of that industry has excess capacity, which if unused threatens
the health and feasibility of the present industry. The present dairy
industry also enjoys an existing, although small, infrastructure including
feed processing and manufacturing capability, t?e technology of artificial
insemination, and a computer record processing system which will not have

to be developed as part of this effort.

The economic analysis has shown the need for high levels of animal perfor—
mance and management required to attain it. Levels of performance attained
by Alaskan dairy herds presently on the Dairy Herd Improvement record system
affirm that these goals are realistic. It must be emphasized that the net
return to individual dairy farms is dependent upon the attainment of high
levels of milk production and management. Irrespective of farm size, pro—
duction levels below 14,000 Ibs per cow per year are considered to be
inadequate. Furthermore, the success of the project is highly dependent
upon the ability of the Alaska milk industry to maintain a competitive
position relative to fluid milk available from the Pacific Northwest.
Increased milk production and the addition of new technology to both farm
and processing components would be dominant factors in reaching this goal.

With an agressive narketing approach, an increasing share of the Alaskan



Point MacKenzie Project Proposal -4-

milk markets will be. gained by local milk.
The. detailed analysis is attached.

IV. ECONOMIC IMPACT

The Point MacKenzie Dairy Proposal is designed to augment the small, viable
industry remaining in the state. It will give economy of scale and stabil-
ity to Alaska™s present small, but profitable dairy industry which in turn
provides the seed upon which this project will grow and develop. The pro—
ject will initiate and support industry expansion to increase our fresh milk
self-sufficiency from present levels of 20 - 30% to the total requirements
in greater Anchorage and the railbelt area. An expanded industry will pro—
vide additional support for agricultural and support industries that are
related to both commercial and subsistence lifestyles in Alaska. There are
a nunber of factors contributing to the impact of the project to the local
and state economies. It is difficult to document all of than for a project
of this scope. An Alaskan based industry means that the multiplier effect
will be felt to a considerable extent for any dollars spent to put Alaskan
milk on the retail shelf compared to the limited dollar turnover for milk
produced outside. This project will support 29-39 families and over 94 farm
workers. It is expected an additional 15 families and workers will be added
by off farm, new jobs. The project will add $18.2 million of farm revenue

to the Alaskan economy, and $38.6 million in assessed property valuation



Point MacKenzie Project Proposal -5-

to the Matanuska Susitna Borough tax rolls. The development phase will add
construction employees and a-total®construction payroll of approximately

$9,645,000 over the first two years.

The Point MacKenzie area is forested with birch and spruce of marginal
ccnmercial value, but with a resource recovery potential of.lOO to 200
thousand cords that could be available to immediately provide a favorable

impact for local labor and mills of the area-.

V. REOOMMEMDFITION

We recommend that the Point MacKenzie Project Proposal be given consideration

and support by the legislature.

When consummated, this plan will see the development of 15,535 acres of agri—
culturally classified State lands in the Point MacKenzie area into 29-39 farms,
designed as an economical size for dairying, vegetable and other agricultural
uses. The State vail build access roads to the parcel, and the proposal

calls for State financing under existing, normal banking rules, of farm

development, land clearing, operating chattel and livestock and to finance

commercial timber and lumber operations.

The large increase of Alaskan produced grade A milk from the Point MacKenzie
farms vail not only- enable the existing dairy industry to survive and
flourish in competition with "outside™ milk, but will also produce a more

reliable supply of higher quality dairy products-for Alaskan consumers.
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T.14N,
Sec.
Sec.
Sec.
Sec!

T.14N,
Sec.
Sec;

T.15N,
Sec.
Sec.
Sec.
Sec.
Sec.

Sec.
Sec.
gec#
Sec!

T.15N,
Sec.
Sec!
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

POINT MACKENZIE LEGAL DESCRIPTION

R.AW, S.M.
5: WI/2, NEL/4, N1/2SEL/4
6: ALl

7 All

18: N1/2NW1/4, NWL/4NE1/4 _

= Total: 1,960 Acres

R.5W, S.M.
1: SEl/4, S1/2NE1/4, NE1/4NE1/4, E1/2NW1/2NEl/4
12: El/2

Total: 620 Acres

R.4W, S.M.

7: ALY

17: S1/2, NW1/4

18: All

19: All

20: W1/2, W1/2NW1/4NE1/4, W1/2SW1/2NE1/4, W1/2NW1/4SE1/4,
SE1/4NW1/4SE1/4, S1/2NE1/4SE1/4, S1/2SE1l/4

29: All

30: All

31* All

321 NI1/2, SWi1/4, W1/2SEl1/4

Total: 5,330 Acres

R. BI*¥7, S.M.

1: All

2: E1/2, N1/2NW1/4, NE1/4SE1/4NW1/4
11: El/2, W1/2NW1/4, E1/2SW1/4
12: All

13: All

14: El/2, SW1/4, E1/2NW1/4

23: All

24: All

25: All

26: N1/2, SEl/4

36: NI/2, SEIl/4

Total: 6,250 Acres



Legal Description -2-

T]SGN §1 12SE1/4 \/\? [2NEL 4SEL/4 S12HW1/4SE1/4, S1/2SE1/ASW1/4
Sec. 32 /2 1ASWL/ASEL/4, SWLASWL/A,
Sec. 33: jl 4 , 4 NEL/ANE1/ASW1/4,

Total. 385 Acres

T§6N gg i ?ZIXIE 1/4, S1/2SW1/4

W, SR SHpsmast s s

Total: 990 Acres
Grand Total: 15,535 Acres



Additions to Point MacKenzie Legal Description
Please make these changes in the legal description of Point MacKenzie:

T Bty pM

Sec. 28: WI/2
Sec. 32: All
Sec. 33 WIf2

Th for T.I6N, R4W J 17
hg é?e}r?(! ?8@19?orotrhe 5rOJect t0 ?%7&"5”83 6,170 acres bringing



T.8S.,
Sec;

R.

36:

DELTA 1l - WEST OF DELTA RIVER

9E., F.M. - -
ShSVh
TOTAL: 80 Acres

T.9S., R.9E., F.M.

Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

T.9S.,
Sec.
Sec.

Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

10S.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec?”
Sec.
Sec.
Sec.
Sec.
Sec.

1:
2:
3:
12
13

West of Tanana River

S”, NE2s

EANE**
o Al .
: Eh, NEfcrt . = e m

"24: NENEifi

R.
7:

18:

19:
20:
28:
29:
30:
32:
33:

+ 0

5:

TOTAL:- 2,060 Acres

10E., F.M.
West of Delta River

NWAWA,  WANEANWK, SANWA,® NASWA,  SWASWA,  SASWINEA,
SENSEJs, WJSNENSEJs

EJsNEfc, Sh, Mh

WANWKNWk, WASIvk, SE*FiSwk

SWkSVk

SA, NWl«, NWANEAN

All

NEfcNEfc, SASEifi, NWASEJ*, SEWs , SISSMIfi, NEfeSIft
WSj, SWKSEk

TOTAL 3,075 Acres

. 10E., F.M.
W, SE’s, SJsNEfc, MIKNEK
NWWij;, SEWs, NANEA, swdsnefc, ENSWSH, \FlsSEn

- Nisswi, saNwa, NEW i, nanek, E~NEA,

9:

15
16
17

28
29
31
32
33

All
WijNWk, WASWAs
, SISNWJj, NWANWA
Nj, SWE
EJSNEis, EASE”s, SWHSEJs
SJs, NE*s, *
SJs, NW"<
vhmk

WASE~C

Eh West of Delta River & North of Military Boundary

All
NEASE®
North of Military Boundary
North of Military Boundary
TOTAL: 5,450 Acres

GRAND TOTAL OF DELTA WEST: 10,665 Acres



DELTA 11 -

T.10S. , R.13E., F.M,.

Sec. 1: South of
Sec. 2: South of
Sec. 13 All

Sec. 14: South of
Sec. 15: South of

Sec. 16: "South of
Sec 21

Gerstle River
Tanana River

Tanana River
Tanana River
Tanana River

. o EANW?*, NEMfi, NASEk, SEANSEAN
sec. 22: All
Sec. 23: All
Sec. 24: All
eSec. 25: All
Sec. 26: All
Sec. 27: All
sec. 28: EN SUK
sec. 29: Sh
Sec. 30: EkSEk
Sec. 31: NEkNEk
Sec. 32: NkNWk, NifNEJg
Sec. 33: NW*s, WKNEk
Sec. 34: Eh, N*sNWIs, NEkSWk
Sec. 35: All
Sec. 36: All
T.10S., R.14E., F.M.
Sec. 7: South of Tanana River
Sec. 8: South of Tanana River
Sec. 16: West of Tanana River
Sec. 17: All
Sec. 18: All -
Sec. 19: All
Sec. 20: All
Sec. 21: West of Tanana River
Sec. 22: All
Sec. 25: South of Tanana River
Sec. 26: South of Tanana River
Sec. 27: All
Sec. 28: All
Sec. 29: All
Sec. 30: All
Sec. 31: All
Sec. 32: All
Sec. 33: All
Sec. 34: All
Sec. 35: All
Sec. 36: All

TOTAL:

TOTAL:

NORTH & EAST OF PROJECT

9,560 Acres

10,690 Acres



DELTA

T.10S.
Sec.
Sec.

T.11S.
Sec.
Sec.

T.11S.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

T.11S.
Sec.
Sec.
Sec.

T.12S.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

, R

30:
31:

, R

7
31

, R
1:
2:

11:
12:
13:
14:
24:
36:

- NORTH & EAST OF PROJECT,, cont.

.15E., F.M.
South of Tanana River .
West of Tanana River
TOTAL:

.13E., F.M.
All
All
TOTAL:

J14E., FOM.
All

Al

All

North of Existing Project
North of Existing Project
Eh

All

All

West of Tanana River
West of Tanana River

All

th

East of Gerstle River
North of Gerstle River & SEASEA
All

West of Tanana River
West of Tanana R~ver
Eh
All
West of Tanana River
TOTAL:
.15E., F.M.
West of Tanana River
West of Tanana River
: West of Tanana River
TOTAL
.14E., F.M.
All
East of Gerstle River
East of Gerstle River
All
All
East of Gerstle River
N~, NASEA
EKUEKk, EhSEk
TOTAL

490 Acres

1,280 Acres

9,780 Acres

420 Acres

3,360 Acres



DELTA 1l - NORTH & EAST OF PROJECT, cont.

. T.T2S., R.15E., F.M.

Sec. 6: West of Tanana River
Sec. 7: West of Tanana River
Sec. 8: South of Tanana River
Sec. 9: F uth of Tanana River
Sec. 10: West of Tanana River
Sec. 15: West of Tanana River

Sec. 16: AIl , o e
Sec. 17: All
Sec. 18: All .

Sec. 19: All
Sec. 20. All
Sec."21: All
Sec. 22: West of Tanana River
Sec. 27 West of Tanana River
Sec. 28: All
Sec. 29: All .
Sec! 30: NEW=*, " SWe**;, SE*£, FESWifi, SIftSUfe
Sec. 31: AlIl °
Sec. 32: N*s, NASWifi, NASE**
Sec. 33: Nb®
TOTAL: 9,500 Acres

T.13S., R.15E., F.M.

Sec. 3: S* & SWAsNEij West of Tanana River

Sec. 4: S%
Sec. 5: North of Alaska Highway
Sec. 6: North of Alaska Highway & East of Gerstle River
Sec. 9: North of Alaska Highway
Sec. 10: North of Alaska Highway & West of Tanana River
Sec. 11: South of Tanana River
Sec. 13: South of Tanana River
Sec. 14: North of Alaska Highway
Sec. 15: North of Alaska Highway
Sec. 24: Eh North of Alaska Highway

TOTAL: 3,360 Acres

GRAND TOTAL: 48,440 Acres
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FOREWORD

The Information presented in this bulletin is part of areport prepared for the Agrcuturd
Action Council of the State of Alaska. The group wes formed in 19ty legisiative action to
plan and menege agniouitural cevelopment projects within the: state headkd by W 1, Paime,
Speoial Projects Director of the Office of the Govemar,

The report on the feasiility of milk procuction in the Point MacKenzie Area presanted
to Govemor Hammond through the Alaska Agricuitural Action Counal vies' prepared by the
authors of this hulletin and Dr, Boyd Buxton, Agricuitural Economist, USDA, stationed at the
University of Mnnesota &t St Paul and Dr. Pa Fugeistadtt, Agricuitural Economist, US.DA.,
stationedl in Anchorage, Alasika, both of whom are acknowleckyed with oratituce



CONTENTS

|||||||||||||||||||||||||||||||||||||||||||||
||||||||||||||||||||||||||||||||||||||
||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||

il e R By
H?'"Po'siﬁmfmm ' PRGRGEEle
(07O




LISTOF TABLES




KOTZEDUEV

NOME
FAIROANKS
|, Mack*ni*
: 4 MATANUSKA-SUS ITNA
BETHEL AANCHORAGE =
KENAI
IUNEAU-00UGLAS
KODIAK SITKA

HGE 1 KETCHIKAN



SECTION 1

INTRODUCTION

Point MecKenze s an areanortest of Anchorage drectly across the Knik Amof Cook
Inlet (ec Agure 1), It s located in the Metanuska-3.5tra Borough and contains a sLbtantia
amount of latent agneuitural fand. Discussion regarcing Point Mackenzie and its agnouttura
potential heve been ongaing for sae time. The catalyst which activated the: recent planning
process dlrected at MacKenzie i aconcem over potential loss of the southoentral dairy industry;
This vies expressed on May 4 19 in a letter fimvi Jack Flint, General Meneggr, Metanuska
Meid, Incorporated, to Governor Jay Hamond. “It is my apinion that if we co not take imme-
dlate steps to stabiize this important phase of agricuiture, [the dairy incustry] will pess from the
soere. | think that if it shouldl oocur, it would be a seriaus blow to the State of Alaske, eoono-
mically and socially. | befieve we shouid <o realize thet if the dairy inclistry shouldl ceese to
exist within the state, it Isgaing to e very ifficult to re-estabin t."

M. Flint'sletter and collaterdl action by the Matanuska-SUsitna Borough heve activated
planning pronesses of the State of Alaska toward the Point Mackenzie area by the Alaska Agr-
cutural Action Council which wes oregtied by the 1979dtate legisiature to plan, recommend and
administer agricuttural cevelopment proects on state lands in Alaska,

The councll helol a meeting in the Matanuska Valley in Septenter, 197 and cetermined
that & feasibility stucly snould be undkertaken for the Point Mackenzie area. The sty wes to ke
dlrected toward cairy procuction. This report isthat feasiaility study.

Before we present the analyis, certain general assptions wiere mece . These incluce;

1 Sufficient stzte land is avalable in the Point Mackenzie area to Undertake a cairy

Cevelopment project



2. Land price is SI00 per aore with & S0 homestead crecit meking e effective pree
Hper are to the famers
3 Land dearing costs are 520 per aore for project fams
4 The dairy fams will be cesgned for forage production in the form of slage and hey*
lag; concentrate, hay and strawreguirements will be met by oft-fampurcheses
5 Prvate Saughter faclities are presently avalable in the Metanuska Valley to handle
cull oows and calves from project lands,
o Electrical power hookp wll be proviced each fam
7. Roadks to each famwill e constructed
In the next sections the farm economics of dairy procuction in southoentral Aaska will
e consickred eswell asthe marketing and transportation of milk “vemfarm to processor, In addl-
tion, an aggregetion of project capital costs will be presented to highlight the capital needs. The
final segprent will incluce implications of the st



SECTION 2
FARM ECONOMICS

This portion of the report is civiced into a number of subsections. The first prowices a
dsoussion of the physical faoilities usedin the Smulated daires. The total capital investment cost
s estimated for four szes of cairies miking 5075 100 and 1Doons. These are the numers of
oons miked daily. Because cons are ary for two months each year,, herds actuially total 60 40
120 and 18D 0o, respectively. The next susection provickss total fam buogets for these dairy
herck. This is followed by one possible plan for bringing new caries into full procuction and a
cash fiow anayis for these daines dunng their first three years of operation

Capital Costs for Four Dairy Szes

Capital costs were cietermined using exanples from existing daines in Alaskal's Vtanuska
Valley, Mimesota and Wisoonsin Bam cesigrs assure a controlled environment. Housing for
repiacerment heifers and dry oons is assumed to e in cold faciities. Slage, haylage and/or hay is
fed year—round. Feeding is atomated to the point of using auger loeokaut info feed mxers and
either feed carts or augers to feed bnks

Costs of huildings and Slos were estimated on a per ouare oot besss It is recognized
that this method coes not acoount for economies which could be realized by expancing a oow
bam to a bam twice the Sze, that I5; twice the amount of matendl is not recuired. The sane is
the case for silos. On the other hand, economies are realized in feed andmilk handling ecuipment
As “hexaple, feed loec-ot to service 1Mcons would dso sevice 150

Track-offs were racke between labor and technology. The tethnology level in all units wes
ket in the mecium range typical of that in existance in the mejontty of the United States caines,
No systemin ary of the daines iscompletely autometed Sate-o-he-art energy technology vies
asn not incorporated although S iterTs are currently avallable. Two perticular exanples ae
the procliction of methane from wastes and heating a partion-of the bam area with weste heat
from cooling warmmilk



Barrs and Miking Fecilties

Bam and milking facility construction costs were besad on a full truss structure, 4Hnh
insulation in walls andl celing, and concrete floors and bunks. A Foure of 315004t/ vies est-
matedl from Fairbanks construction cost for simlar structures (utility buildings). This fiqure
inclucks the inm-wark for free stalls, stanchions, andl milking feclities; as well & heating and
ventlation.

Typical [ayouts for stanchion bams and free stall barrs ae shown in Fgure 2 The
stanchion bars are besed on 3o-foct bam wickths, two rans of cons faoing out. Free stall bams
are 78-4eet wick with four rows of stalls andl acenter feed bunk. The stanchion operations do not
recpire amiking pertor. Mlking is perfomed in the talls using indivioual mikers and apipeline
to the milk room Free stall bams have been proviced with a milking parior and an area for
holding cons, matemity pers, hosptal ares, office and lavatories, swell asamilk room

All barrs are controlled envronments kept & @ mnimum of 45F throughout the year.
Ventilation systers for the bams arc adkoate to move amaximum of Z0cfm of ar per 1000
Io. of animal weignt. Heating is acconplished through the ventilation System using oil fired
bumers *Construction 0osts incluce yearround heating capacity @minimum of) to 45°F with an
ol fireol bumer and ventilation fars moving 3000 cfmin the milk house and 40cfm per stall in
the miking parlor. Units using a fuel ather thn il could be used to ootain the sane resuits &
approximetely the sae oosts

Milking equipment in the stanchion barrs includes the bulk tank, milking units, pipeline,
vacuum punp, cooling conressors andl assodiated pluring. Four milking mechines handling
235 cons per hour ere inclucked as were tank sizes of 900 gallon average assuming an ey
ather cey milk pok-Lp. The free stall miking operations were besed on six and eight stall cloube
hemng bone (DHB) pariors. Al ather components arc the sane s in stanchion faclities. Szes
areoasedl on gallons of prodiuction.

Bam and milking parfor cesigrs and szes arc summarized in Table 1



Figure 2.
unit shown houses 60 milking cows. The lower illustration is
a 100 cow, free-stall facility including a holding area (MA),
maternity area (MA), hospital (H), milking parlor (MP), milk
room (MR), utility and office area (11,0) and a loading chute
(LC).
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Figure 3. Two types of manure storage basins. The upper illustration
includes a picket gate or a plank or concrete wall to.
facilitate unloading.



Table 1: Bam and Milking Facility Specifications
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Wéste Handling

All famng operations were besed on handling marure in the sem-Soid form An earth
asin slury systemwithout  liner simlar to that shown in Houre 3should be ackouate in the
Paint Mackenzie area. Removal of menure from bars is aoconplished by bam sorapers dumping
Into & Settling pit where apiston purp moves it to the earth storage besin: Sury purps are Used
to aytate and load menure into tank wegons. Mets are proviced in all bars for esse in stal
deaHp

Milk house weste was handed using a separate leech field for this oost studly. Because
bam viestes are handled s sem-salids, milk: house vastes needl not have a separate Systam In
fact, there are Inclcations that problers suoh &s plugging of the orain fieldl may occur in colder
dlimetes. It wes feft,to be informetive to include the separate Systemin this report, honevey.,
Lavatory viestes are dverted into aseperate septic Systemat acost of 33000 for ean famunit.

Table 2shous the components and component costs for farmviaste disposdl Systens



Tabic 2: Waste Disposal Systems*

DCow HCow 10Cow TCow
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Feed Siorage

The two components of the cairy ration are roughece which Inoluces slage or heylage
concentrates, and hay. Calf starter will be reguired for the calving operation. To obtain Storage
fality sizes; it was assumed all components would handle an annual supply. This may ot be the
case With calf Starter. However, it fonvs a smalIportion of the total feed requirement and less
then annual purchese would alter the Soece requirement very ittle.

o

Silos

Slos vere assued to be ninstiated. The maximum height of the Slos wes kept in the
neighborhood of @Dfeet, 10feat of which is unloaccr spece. The silo loading system s a DHP
electric motor with klowers for aop loacing. Top unloacing slos loech-out feed a the silo Sck into
the feedl room This recuires a 20 HP electric motor. To obtain a capital oost per ft*, 190
Wisoonsin prices andl austedl southoentral Alaska prices were Used. The estirmeted erected cost is



$218/t" inclucing loading and unloacig faciities. Because of possble problers with freezing
along silo ks, bese dameters were ket a5 lare as possidle while still maintaining anear @foot
height. The acitional parareter of aloech-out rate of no less than Six inches per ciay wes Used to
furher allevate the possible freezing problems. Table 3gves Silo Sizes and capanties and total

00t of slage Storae

Table 3 Slo Capaoties
Slae Stored SloSze . Numberof Slos Total Cost
X
BB 38 B
1BCow AT X 5 #30
Conoentrate
The conoentrate e wall most likely be purchased in bulk. If annual Storagg is recired
for cairy operations, the oost of construction is estimated at $1.00 per bushel, Table 4 lists

storage reqired and total oost. An altermate method would be to puronese apelleted feed saverd
times cunng the year. Less storage Space would be recuired in this cae

Table 4 Conoentrate Storage
Biss Fed Storageﬁﬁe Total Cost

Hadiadal
X

i

A




Sarter, Hay, Bading

Building storage for starter, hay and beodng is in metal, uninsulated bulldings with
concrete floors. The: buldings are ventilated through louvres and eaves. Current Fairbanks oost
estimates indicate that bulcings can be constructed for S300/t" Table Soves the amount of
fesenl stored, bulcling 9ze and cost of construction.

Table 5 Startey, Hay andl Becking Storage
Totd Haya Totd a5 Total Sate0  BuildngSze Total Cost

TTERT
Sl

Mechinery Storage and Workshop

The caires will be procuaing Slage and haylage for Use on each fam In ackition to
equipment assooated primanly with this operation, a lesst front end loacer storage will ke
required for the dairy. Aaditionally, a heated workshop will be necessary for repairs and main-
tenance. The storage spece required per meching incluckes 156 spece for movement. The work-
shop size is besed on the largest piece of eguipment on the fam and induces aworking area of
approximately 100%the equipment space (@ feet on Sickvalls, Sfeet &t ends). Aiso incluckd are
agyese pit andl refueling tanks. Capital oost andl construction for the machinery storage ae the
sae & those for hay and straw storage. Workshop capital costs inclucke a metal bulding, four
inches of Instiation and heating using ol* buming unts. Construction costs are estimated &
$1450/t". Tahic 6gves the machinery and workshop Szes and total oosts




Table 6: Machinery Storage and Workshop

Mechinery Workshop Total Cost

ol AR -BE B

Calf, Hexfer, and Dry Cow Housing

Severd controversies exst conoeming the housing of calves: Incications arc that calf
Ceath rates are Iess if they are rermoved to cold housing one iy after birth. The cdld housing
recommended is a4 x 24 huteh, 4 x 8 of which isaplywood shed free from dlafts andl beced
with'straw, 4 x 6 being a hog wire endlosed exposed area for feeding. In high snow aress
menegeent of the hutches ey be difficuit. Therefore, an altemative Is offered by putting the
"hutches™ in & cold bulding. The additional aoventage is tht the calf housing can be combined
with that for heifers andl dry cons in asingle builcing. The mejor plus in this type of Systemis
that feecing can e acoonplished in one builaing and thet menure handling (@ straw peck
rermoved i sprng and penocically throughout the sumer) is asingle operation. The Strawpack
Weste is removed to the fields in spring and fall

Housing oosts are the sane & those used for hay and straw Storage plus SLOOA for
iron and 2000 for all unts for plumbing. Space for animels vias determined using standard
alotments, Twice the hutch area vies used per calf to enable hutches to be moved before being
occupied by a new caff. Table 7shows spece per cow by &g total numoer of cons housed, total
Spece and total oost
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Tabic 7: Calf, Heifer and Dry Cow Housing

o B o

ﬂ%)f lOta@JZrmnﬂB, 12hloss at 2224 months and a

Feedl handing in' stanchion Lnits is acconplisned by electric cart although a feed bunk
Systemoouid aso e used Free stall bam feecing is cdone by auger into the feed bunks. Provsions
heve been inclucked for feed mixing & the Slo unload area. The: Slos load-out info  feed mixer
al then into ether carts or the auguer hopper. A feed mixer is provided to kegp feed oonsist-
ency constant if hoth heylae and slage are fed Approximate cost is 54000 per sio

Vel

There is limited cbta which wouldl incicate the depth of wells recuired in the Point
Meckenzie area, It wes assued a J0Dfoot wel at an eight inch diameter wouldl e adkeoutc to
provick a 3000gpm flow rate. The current average cost for alrlling, casing and pump is SHper
running foot. This oost isincluded in each famunit

10



Total Capital Costs

The total capital investient for the four dairy 9ystas is given in Table 8 On aper cow
besis; the 150w free-stal cairy recuires the least capital injection. Tables Sthrough 12show
the annual and monthly cash and noncash owner oosts associated with the ciairies. Costs allocated
to the daines only arc assoniated with milking and oy cows. Those allocated to the replacement
heifers include animals required for a Z3annual herd replacement and are aged Oto 24montis
Feec-assonated oost allocation vas acconplishedl on & feed requirement esis s follows:

Feed Storage Faclity DaryCows ~ Replacement Heifers

Calf andl oy cow housing oosts are besenl on a 78)occuipancy by heifers and 2200cupancy by
oy oons

Farm Buoets
Enternse costs and retumspresntedin -+ this reporvereestimated — forseverd  atermaive-

Szed cairy operations thet couid! be located in the PointVeckenzie asa of Asska. Costnere
estreted for cairy herds miking 0 75 100 and 150cons. Retums from the sale of calves and

culs were specifically ioentified. However, aspeafic assumption of per herd mik procuction vies

not used in the analysis. Rather, revenues from calf and cull saes were first subtracted from

oosts and then the average milk:procuction per cow required to cover all remaining osts wes

estimated Included in the costs wes acrarge for operator [abor of $I5000 per year. Retums

ansng from mik production above thet recuired to lresk-even is the refum to menageert

Qperator labor thevefore ies aocounted at alevel conperable to the oost of hired latr.

1



Tabic 8: Total Capital Investment
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Tabic 9: Annual Cash and Non-Cash Owner Cosrs for the 50-Cow Stanchion Dairy
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Tabic 10: Annual Cash and Non-Cash Owner Cosrs for the 75-Cow Stanchion Dairya
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Tabic 1 Annual Cash and Non-Cash Owner Costs for the 100-owFree-Sal Dairya
o ogon " g e W
<) 43P 1% 2
> B 1% %

.q

20 ; P
A 3 4%
20 v
: 2 am o % .
REPLACEMENT HEIFERS

Ry

aFootnotes &sin Table 9

o}

N J’Hal\)
O
—

S

N=
Ran
FREEEE




Table 12: Annua
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I Cash and Non-Cash Owner Costs for the 150-Cow Frce-Stall Dairy3
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B assurmptions reflected in estimated

Ouogets were:

1 Cows are miked ten months of the year and dry two.
2 Al feed s purchesedl excent for slage which is grown on the fam
3 Daines repiace 2340f the heyas annually with springer heifers

4 Al replacement heifers are proviced
5 Famly labor is the only labor Used

by caines in the third year of aperation.
on B-andl 7>-owcines, It hes heen Suppested

that the /5-cowcairy ey recuire one ackitional [aborer if a stanchion bamisused
. Danes with 10D cous reguire one laborer while the 190 head dairy recuires two
laborers and one heyosman in ackition to family [abor.
1. Daines of Dand Hoows U astanchion confinermert-stall system With 1Dand 19

oons, a free-siall systemis used

+. M interest et of his crar] et e copitd imestent A Ginterest charge

IS leveled! agpinst operating capital.

9 All breedingis with artifioial insemination.
10 Three aores of cropland in Slage production are required for each milking and cry cow

In the cairy herd

Data for this analyss were obtained from saveral souroes: Feed rations, procliction teor
niues, and procuiction costswere cieveloped in consuitation with animal saientists of the Univer-
sty of Alaska Agnicultural Experiment Station and experienced Alaskan dairymen. Slage prodlic-

tion costs are cetailed in & prelimnary USDA

working peper avallable from the authors. Invest-

IMent recuirements arc cescribed in an earfier section. Milk: prices were ontained from the Vata:
nuska Maidl Inc., while prices for calves and culls were proviced by merketing Specialists of the
Aaska Division of Agncuiture and Alasken cairymen.

Procuction oosts are summarized in Table 13 Total oosts for the 5) /A 100 and 15D

cow chiries vere SI730053 LHRIBH 4

3063746 ard $H216645 respectively. Costs

Were civiced into fieed cash costs; non-feed cagh costs, and non-cash costs OF these three cate



oonies, feed wes the mejor expense acoounting for approximately 3B¥of total cost for each herd
The largest oost in the non-feed cash oost catiegory vies replacement heifer cost. AS aperoentage
of all non-feed cash oosts, this item ran from 4806 for Deons to Ao for 5 cons, to 43)for
100ows, and finlly to 3kfor 15Doows. Mejor oosts in non-cash costs were operator labor and
Interest andl depreciation on facilities. As noted previously, we heve included an operator labor
cherge of SI5000annually & an absalute minimum under which an owner would be willing to
remain in busness

In Table 24 retums from saes OF calves and culls and the average milk procliction per
cow reguired to cover all remaining costs are provickd. In our analyS's, famrers receive ot
per pound for cull cows, SBX0per animal for cull heifers, S12per head for calves, and S16&4per
owt for mik

The required mik prouction to cover all oosts generaly deoreases asherd Sze inoreases
The S)cow dairy recuires an annual aerage per cow procuction of 1629 pounds of mik. This
cboreases to 14742 pounos for aherd of 150cons. Can Alaskan cairymen expect to obtain these
per cow milk production averages when the average milk procuction per cow in Alaskawes only
1100 pounds in 1977 (Alaska Crop and Livestock Reporting Service, 19082 With good man:
ageent this snould be possible. The: current average procuction per cow for the Six Alaskan

Table 14 Bresk-aen Analysis for 53 73 100 ad 150-owDairy Fams
HrdSze  Cull Cons Cull Hetfers Cull Calves

Ut Foete Nt Fome Nt Foens Vi
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Table 13. Total Costs for Dairy Herds of 50, 75’, 100, and 150 Cows in Third

Cost per Unit

FKIID:

1. Silage 517.96-522.63/ton

2. Concentrate 5220/ton

3. llay 5120/ton

4. Salt 514/cwt

Total Feed Cash Costs

NON-FKIsD COSTS:

1. Ucplacemcnt llcifcrs

2. Hired Labor 1

3. Property Tax 513/51000

4, Dairy U&M

5. F.lectricity

6. breeding Fees 510/hcad

7. Semen 512/ampul
(1.75 ampul/head)

H D.ILI1.A. 5.25/hcad/mo.

9. Fuel & Oil

10. Insurance? 57/51000

11. Vet & Drugs 520/head

12 . llcdding 52/65 Ibs.

13. Dairy Supplies & Misc. 525/milking head

Total Non-Feed Cash Costs

NON-CASH COSTS:
1. Operator Lalxir

2. Interest on Investment:
Cows*
Facilities
Feed4
Operating Capital

3. Depr. on Capital Investment

Total Non-Cash Costs

TOTAL COST

.[includes an annual property tax of $12.03/eow,
~Includes an annual insurance cost of $6.47/cotv.
(69%)(1600 +450)(milkcrs + replacements)’

~Interest calculated as follows:

50 COWS

Amount Total Cost

1.028.84T

187.9HT

6.84T
104.94 cwt

5 23,202.64
41,355.60
820.80

‘1,469.16
5 66,928.20

1 5 24,424.12
0 0
5,847.50
7,888.00
6,000.00
600.00
1,260.00

60 cows

180.00
800.00
3,125.50
1,200.00
83.08
1,250.00

5 52,658.20

2,700.001b.

5 15,000.00

3,690.00
11,915.00
2.008.38
211.75
20,048.00

5 53,473.13
5173,059.53

(silage cost + hay cost + concentrate cost + salt cost + calf starter cost)(.09)

2

*

75 COWS

Amount "Total Cost

5 31,111.07
61,991.60
1,204.80
2,197.30

5 96,504.77

1,539.371*
281.781°
10.04T

156.95 cwt

5 35,637.56

0 0
8,156.25
10,808.00
6,000.00
900.00
1,890.00

90 cows

270.00
900.00
4,421.75
1,800.00
124.02
1,875.00

5 72,782.58

4,050.001b.

5 15,000.00

5,536.00
16,400.00
2,973.00
278.59
27,483.00

5 67,671.09
5236,958.44

Year of Operation

100 COWS

Amount Total Cost

5 38,046.69
82,709.00
1,042.80
2,938.32

5125,336.81

2,057.671*

375.95T

13.671°
209.88 cwt

5 47,520.10

1 12,000.00
11,001.00
14,705.00
8,000.00
1,200.00
2,520.00

120 cows

360.00
1,000.00
5,925.00
2,400.00

166.15
2,500.00

#<109,297.25

5,400.001b.

5 15.000.00

7,380.00
22,223.00
3,788.67
463.33
37,149.00

5 86,003.40
5320,637.46

150 COWS

Amount Tend Cost

3.086.53T

563.93T

20.53T
314.81 cwt

5 55,434.08
124,064.60
2,463.60
4,407.34

5186,369.62

5 68,350.49

3 44,000.00
14,683.50
19,260.00
8,000.00

1,800.00

3,780.00

180 cows

540.00
1,100.00
7,908.50
3,200.00

249.23
3.750.00

5176,621.72

8,100.001b.

5 15,000.00

11,070.00
29,061.00
5,597.08
812.03
47,635.00
5109,175.11

5472,166.45



hers belonging to dle Dairy Herd Improvement: Assooiation (DHA)IS 16824 pounds. This
conyares favoraly with the Califomia, Wisoonsin, and New York averaces of 18674 poungs
155 pounds, and 157a3pounds, respectively.

Although we have assurved that airy herds through A caus need only family labor, it hes
been Suopesten that a 75-cowaairy may well requir: one hired laoorey. If this is the cae, then
required milk proouction wouldl heve to inoreese from an average of 24 ADjpounds per cow for
50015 t0 an aerage procuction of 5581 pounds per cow

Herdl Development and Cash How
The fam buogets just presentedl are for cairies that are fully ceveloped. This will not
occur, however, until the thirdl year of operation. How 0o daines reach this ceveloped Stacg and
what IS the cash flow picture in the first two years of operation’? These cuestions will now ke
apressad In ackdtion, a.casn flow projection for the third year of cairy operation is presented

Herd Development

One of the first problens in starting a cairy is stocking the new cairy o tht full procuc:
tion can e reached & quicUy *Spossile and milk procuction can be constant each month, One
possible plan [ acconmplishing these qoals IS presentad here. Herdl development plans for dairy
herds milking 30 75 100 and 180 oowe eech month throughout the yearr are proviced (&
Tables 15 1617 a0 18

Cows are assumed to be milked ten months and dry two. Dairies are aso-assumed to cul
23h0f the miking herd annually with cows culled when dy.

Initially herds are stocked with purchesed bred herfers. Animels amie by contract d
camer before their last trmester of pregnancy, in twcTlots Spaoed six months apart. Cre-third of
the hefers calve three months after celivery with the remeiring two-thirds calving two and four
months later. By the end of month nine: of the first year ceines heve reached full capaoty in
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Table 15: Herd Development Plan for the 50 Cow Dairy Farm

Year i Year 2
10 11 12 1 2 3 4 5 6 7 8 9 10 11 12 1 2 3 4 5 6 7 8 9 10 11
liny , 10 10 10 10 10 10
30 fresh fresh fresh dry dry dry
buy 10 10 10 10 10 10
30 Ss="N-—_ fresh fresh fresh dry dry dry
. . 7 8 7 8 7 8
-»freshen » freshen »freshen — »freshen — »freshen - » freshen
3, 2, 3, 3 2,
culled culled culled culled culled culled
10
dry
cum/
Replacement Stock Purchased
fresh
Cows Milked 10 10 20 20 30 30 40 40 50 50 50 50 50 50 50 50 50 50. 50 50 jo 50 50
Ory_Cows
30 30 30 20 20 10 40 30 30 20 20 10 18 15 15 13 13 10 17 15 15 12 12 10 10 7
3 2 3 2 3 2 3

Culls Solil

freshen
3

raised
replacements

50 50 50



a1

Replacement Stock Purchased

Cows Milked 15 15

45 45 45 30 30

Culls Sold

30

15

30

60

45

45

Tabic 16: Herd Development Plan for the 75 Cow Dairy Farm

Year 1
10 1 12

15 15

dry dry

11 11
— »freshen —"frer.hen

4 4 4
culleiv ' culled cullal

4 4
fresh

45 60 60 75 75 75 75 75 75 75

Dry Cows
45 30 30 15 27 23 23 19 19 15

Year 2
6 7
15 15
dry dry
11 11
mfreshen —"freshen
4 4,
culled culled
75 75 75 75
»
27 23 23 19

75

19

15
dry

11

—"freshen

4
cuilci

75

15

10 11 12
11
—"freshen
15 Bk
dry freshen o
4 4
culll raised
replacements
75 75 75 75 75
15 11 11 11 1



10 n 12 1

buy
60"
Replacement Stock Purchased
Cows Milked 20 -20 40 40

60 60 60 40 40 20 80

Culls Sold

Table 17: Herd Development Plan for the 100 Cow Dairy Farm

Year 1
7 8 9 10 11 12 1
20 _ w
dry o
20 20 20
fresh fresh fresh
15
.¢.freshen
5_ 5
culled culled
60 60 80 80 100 100 100 100 100
Dry Cows
60 60 40 40 20 35 30 30 25

100

20

2 3 4 5
20
dry
dry
15 15
-¢-freshen .¢.freshen
5 5
culled
100 100 100
25 20 35 30

culled

Year 2
6 7 8 9 10 11
20 20
dry dry
15 ,15 15
-emfreshen -¢.freshen _¢_freshen
5 5
culled culler]
20 20
Jryl freshen
5
alll raised
replacements
100 100 100 100 100 100 100 100 100
30 25 25 20 20 15 15 15 15



10 12

Replacement Stock Purchased

Cows Milked 30 30 60 60 90

90 90 90 60 60 30 120 90

Gulls Sold

Table 18: Herd Development Plan for the 1SO Cow Dairy Farm

Year 1
90 120 120
90 60 60

10 n 12 1

3°
dry

n22
freshen

7

culled culled

150 150 150 150 150 150

Dry Cows

30 53 45 45 38 38

30
ury
30
dry
23 n22
freshen freshen
8 7
culled culled
150 150 150
30 52 45
8 7

Year 2

30 .
dry

- 73
freshen

8,
culled

150 1 150

45 37

150

37

10 11 12
30
dry
_ 22 23
freshen freshen
7
culled’
30 22 .
dry Ircshen
8 8
cull raised
replacements
fresh
150 150 150 150 150 150
30 30 22 22 23 23
7 8 7



milking cons. However, purchases of replacement hefers are recuired in month 1Lof year one
and asoin year two. tarting with the thircl year, ciines are able to provick al their own replace-
NS,

For aherd of J00miking cons (S Table 17), for exanple, the cevelopment plan works
& folows: As astart, @D bred heifers are purchased with one—third schecled to start milking in
months one, three, and five of year one. These cows are then dry in month 2L of the first year
adl in.months one and three of the seoond year. As they become ary, 15of the @are culled. A
seoond lot of @) hetfers are clivered in month four of the first year and calve in months seven
nine, and eleven. As these cous oy, Hare again culled. An adoitional Dherfers are purchased
andl brought on line in the: seoond year.. No more ivestock purchases are reguired thereafte, since
all replacements can ke proviced by the daines beginning in the third year.

It shouid e noted thet these cevelopment plans are lasedl on exact scheclles that may ke
highly ioealized!. It ey be that a procuicer would went a larger nuber of animels in the first
purchese to increase immedliate cash fiow and conensate for possidde deays in future calving
Schectdes |
Cash How

Table 9provces a cash flow projection for & 150-cowdairy nng the first three years of
operation. The figures in this table can e muitiplied by the appropriate factor—for exanple, 5
for a S-ow cary or ./5 for a A-cowdairy—for Sraller szed daines. This will yield a rough
approximation of cash flows for these smaller aines. Assurptions under which this cash fiow
Wes prepared are s follovs:

1 Al oosts of feed for the first th-ee months before the first lot of cons freshen are

Incluced in first quarter costs
2 Cons procice only 850 of expected mature equivalent milk proouction cunng first
o [actation.
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