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ALASKA TRAPPERS ASSOCIATION

P.O. BOX 60418
FAIRBANKS, ALASKA 9S706

AT TT —— AMATD T'LM

These nncsxtions would V- ~ced 1ip locnitior.s r.n4 covered
bv tho Phase 1 expansion of the Statewide Furbearer Prorran.
a) Two Tnterior f*ar.aaement ebninrri nts -- One 1in th« rvoner

Yukon P.jp-er area and one in the middle Yukon/Kuskokwim
River area. These biolocrists vrould concentrate thei**
effort?! on furbearer mnnacrorcent but be available t
assist other area MoJoo!"-to with bio name work.

b) "two Furbearer Por-earoh mniolno "str__ __ n*~,n e/
$"outhoontrnl Alaska and one o» Me«For*»/*>rtbw*4Rfor«
b?"nlca to in.itj.ato and conduct “e*.nop.irrh in Mheno
regions:

r) Two Fieh S Fane foohnici nee; - or-e 1in South rtr'-r.ii and

one in Most/northwestern Vaskn to ansint furbearer

research biologist.



ALASKA TRAPPERS ASSOCIATION

P.O. BOX 60418
FAIRBANKS, ALASKA 99706

PHASE IT - Tm*DIT!Ir"

STAFF:

Two Interior Manaciem-ont si3n,ono
Biologists (ltoner Yukon &
Middle Yukon Kuskokwim)

tlostern/”br th*~;eslr»rn fnon
Posearch nb5.oloa.ist

South Central Research
Biolooist /in ,ono

rdntern/"or hwostor"l 39, non

FOG Technician

South Central fog mechnioian 99 ,nno
AQT.M, STApp 531.1 ,ono
MANAGEMENT OPERATIONS 5 60,000

RESEARCH OPERATIONS:

Ftatowjdo Economic/Social.

Value of Fur 75 ,000
Interior Marten Ecology 45,000
South Central Wolverine Studv/ 40,000
Yukon-Kuskokwim Beaver Study 30 ,000

total research S1 90 ,000
TOTAL PHASE IT FUNDING $561 ,000
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Appendix A-2

1981-82 Reported Fur Exports. Estimated Harvest, and Estimated Raw Pelt

Value
REPORTED ESTIMATED AVERAGE ESTIMATED

SPECIES EXPORTS HARVEST PELT PRICEe VALUE

Beaver 5,962 8 ,129b 25.42 206,639
Coyote NA 150= 61.87 9,281
Lynx 3,984 5,204b 275.86 1,435,575
Marten 25,573 33,705d 42 .3* 1,427,070
Mink 18,990 25,028d 46.43 1,162,050
Muskrat 18,147 23,918d 3.05 72,950
Otter (Land) 1,470 1,896b 41.43 78,551
Ped Foxa 1C,309 13,587d 88.86 1,207,341
Red Squirrel 513 676d 1.00 676
Weasel (Ermine) 188 248d .88 218
White Fox (Arctic) 1,478 1,948d 34,56 67,323
Wolf NA 690b 227.50 156,975
Wolveri. > NA 610b 232.24 141,666
TOTALS 86,614+ 115,782 $5,966,315

a Inc" .ides blacks, cross, and silvers
b Num. * sealed

¢ Lacking export data for coyotes, this is an educated guess

d Estimates = 1.318 x reported exports (1.318 = mean of number
sealed t number exported for beaver, lynx and otter)

3 Most average prices from midwinter average prices paid for Alaskan
goods at Seattle Fur Exchange. The exceptions are beaver and muskrat
(May sale) and coyote, red squirrel, and weasel prices which are from
Hudson®"s Bay and Ontario Trappers Association sales.

14



BETTYE FAHRENKAMP, Chairman
ROBERT H. ZIEGLER, SR., Vice Chairman
DICK ELIASON

PAUL FISCHER

VIC FISCHER

BOB MULCAHY

ARLISS STURGULEWSKI

Senate
Committee on iReSoucccs

TO Senate Resources Committee Members

FROM Senate Resources Committee Staff

RE March 12 Hearing TELECONFERENCE

DATE: March 9, 1984

3:00
be

at
will

the
the

On Monday,
Resources

March 12,
Committee

pm in
hearing

Beltz Room,
following
SB

301 AN ACT RELATING TO

A RELATED LICENSE

FURBEARER
FEE.
Revenues from and
licenses
Fund. SB

trapping

the sale of trapping, fishing,
are Constitutionally dedicated to the
301 specifies that receipts from the
licenses be deposited in a furbearer
account within the Fund, and used for furbearer
research, and education. Resident trapping fees
increased by $7 (from $3 to $10 for a sinmple
from $15 to $22 for a combination hunting/trapping
from $25 to $32 for a combination
license) to provide ample revenues the

to account.

SB 411 AN ACT RELATING

PRODUCTS

TO PREFERENTIAL

In the State purchase of agricultural
concessionaires in state office
university, Jrils, Pioneer Homes,
the state would be used wherever
and of like quality to other
the Division of Agriculture, the following
and 1in certain locations, are competitively
lettuce, milk, eggs, pork, honey, zucchini,
carro ts.

products:

buildings and
etc.), products
competitively

available products.

be teleconfere to sites in

and Galena.

will
Delta,

The hearing
Fairbanks,

MANAGEMENT AND

priced,
According
products,
priced:
cabbage,

Mat-Su

POUCH V
STATE CAPITAL
JUNEAU, ALASKA 99811
(907) 465-3834

(907) 465-3835

the
two

Senate
bills:

INCREASING

hunting
Fish
sale
management
enhancement,
would
trapping

and Game
of resident

be
license,
license,

hunting/trapping/sportfishing

USE OF ALASKA AGRICULTURAL

(by hospitals,
parks,

schools,
produced in
available,
to

in season
potatoes,
beets, and

and to



unuer fdXiSLiny aucu-'j. j.cvcj,0 Ul Ur»j.uu.v' - - ,
impossible or difficult to meet some of these guidelines. For
example, guidelines number 1 (promoting efficient and humane
trapping) and number 4 (encouraging proper pelt handling) are
best, achieved through a trapoer education program, which Alaska
does not have at this time. Similarlv, guidelines number 2
(maintaining trapping seasons and baa limits consistent with
population levels) and number 7 (base beaver trapping seasons and
bag limits on population levels) cannot be easilv followed if
population levels remain unknown, as thev do now, because the.
Department lacks the resources to research, test, and utilize
technigues for censusing and estimating populations of furbearers
throughout the State. Therefore, the basic goal of this proposal

is to upgrade the Statewide Furbearer program bv increasing the



Alaska H>tate legislature

ROBERT H. ZIEGLER, SR., Vico Chairman
DICK ELIASON
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Senate

Committee on Resources
MINUTES

March 12F 1984 Beltz Room
3:04 pnm Room 211, Capitol

MEMBERS PRESENT

Senator Fahrenkamp, Chairman
Senator Ziegler, Vice Chair
Senator Eliason

Senator Vic Fischer

Senator Mulcahy

CALENDAR

SB 301, An Act relating to furbearer management and 1increasing
a related license fee.

SB 411, An Act relating to preferential use of Alaska
agricultural products.

SB 411

Esther Wunnicke, Commissioner, Department of Natural Resources,
spoke In support of the bill, which would require S8t-ate
agencies to purchase Alaska agricultural products when
competitively priced and available, and in support of the
proposed Committee Substitute clarifying which agency would
provide inspection certificates.

Senator “~ic Fischer moved CS SB 411 from Committee with
individual recommendations. There was no objection.

SB 301
Bob Hinman, Game Division, Department of Fish and Game, spoke
in support of the bill, citing the need for increased fees to

provide more funds for fur bearer management.

Martin Richards, Division of Public Service, Department of
Revenue”™ spoke in support of the bill.



Ron Sommerville, Alaska Outdoor Council, tesitified in favor of
increased fees for trapper” to fund more fur bearer management.

Ralph Miller, President, Delta Trappers Association, strongly
supported the bill.

Floyd Weaver, Delta, recommended including non-resident fees in
the bill.

Art Drabeck, Chickaloon, spoke in support of the bill and the
need for increased research.

Tim Osborne, Galena/ spoke in support of the bill.

Curtis Johnson, Wasilla, supported the proposed increased fees
for trappers.

Bob Greene, Wasilla, spoke 1in support of the bill and
recommended funding increased management and education
programs.

Mike Pervam, Wasilla, recommended 1including non-resident
trappers and fur buyer license fees in the bill.

Jim MacCracken, Palmer, spoke 1in support of the bill.

Ron Silas, Subsistence Technician, Tanana Chiefs Conference,
Fairbanks, testified that they had- not determined the position
of bush trappers on the bill.

Norm Phillips, Alaska Trappers Association, Fairbanks, spoke 1in
support of the bill.

Herb Melchior, Furbearer Biologist, Department of Fish and
Game, Fairbanks, provided current and projected revenue figures
on trappers license fees.

Jim Reese, President, Alaska Frontier "I, tppers Association,
Palmer, spoke 1in support of the bill.

The meeting adjourned at <1:37 pm.



POUCH V STAIt CAI'lIOI
JUNtAU ALASKA 97811
90/ 46S 3600

LEGISLATIVE AFFAIRS AGENCY

tIEHORANDUM March 13, 1984

SUBJECT: Dedicated funds
(CSSB 301 (Res))

TO: Senator Bettye Fahrenkamp
Chairman, Resources Committee

FROM: Richard C. Folta
Legislative Counsel

It 1s our opinion that the CS SB 301 dedication of resident
trapping license fees to a furbearer management account
within the fish and game fund under AS 16.05.100 is compati—
ble with the Alaska Constitution. Article IX, Section 7
allows dedicated furls when required by the federal govern—
ment for state participation in federal programs.

Dedication of proceeds of Alaska fishing and hunting
licenses for the operation of the Department of Fish and
Game 1s required by federal lav; for participation in wild—
life restoration funding in 16 U.S.C. 669. The federal
Act®"s purpose 1is to insure the perpetuation of wildlife
resources for the economic, scientific, and recreational
enrichment of the people, which is on all fours with the
purpose of the furbearer account to be established under
CSSB 301. (See also page 21 of the November 30, .1982 formal
Attorney General®s opinion on the Fish and Game dedicated
fund.)

RCF:ojb
J4/074



Introduced: 5/9/83

Referred: Resources and
Finance
IN THE HOUSE BY BETTISWORTH

HOUSE BILL NO. 410
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act increasing the trapping license fee."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 16.05.340(a)(3)(B) 1is amenc"M to read:

(B) Resident trapping 20 [3]

. yjei.t -fa h/ J-

HB 410



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL
8i 11/Resolution No. CSSB301 Agency Affected: Fish and Game
Title: Furbearer Management Program Category Affected: nrhec
Sponsor;Senate Resources Committee BRU, Program or Subprogram(s) Affected:
Requestor; Senate Resources Game
Date of Request: March 12, 19TPI__
EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89
OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
1500 SUPPLIES
500 EQUIPMENT
600 LAND 6 STRUCTURES
700 GRANTS, CLAIMS
900 MISCELLANEOUS
TOTAL OPERATING
| CAPITAL
i REVENUE 0 66.5 140.0 147.0 154.0 161.0
(Fish and Game Fund)
FUNDING: (Thousands
GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY
SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:
ANALYSIS: Atta”hWa separate page for analysis
Y tfV
Prepared Byy//-Beverly Reauino Phone: 465-4120
Division: Administrati©n .Date: March 12, idm
Approved by Commissioners-* - JN r .Date: [/[/. /1) >>
Agency: Fish and Game .t N , -
Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83



Fiscal Note
CSSB301 (Resources)

Assumptions

January 1, 1985, effective date

Approximately 17,000 trapping licenses sold in 1983.
Continued increase of trapping licenses sold by approx—
imately 1,000 annually.






SB 309

REPEALING THE 25c RESIDENT HUNTING, TRAPPING, AND SPORT FISHING
LICENSE.

SPONSOR: P. FISCHER

Under current statute, the fee for a resident hunting, trapping
and sport fishing license is 25c for the head of a family or a
dependent if the annual family gross income isless than $5,600

or if the family 1is obtaining assistance under any state or federal
welfare program.

SB 309 would repeal the 25c fee, making members of these low-income
families subject to thegeneral $25 fee.

Spoke to Senator Fischer 6/6/83. He is concerned that the 25c
license 1is being abused - nearly 12,000 people received this license
last year. It™ a sport fishing license his thought 1is, 1if these
people can afford the equipment and bait, they can afford the
license. Other comments: several college students receive this

low income Jlicense; abuse 1is unenforceable.






vy - NGl (ETL .
SB 322 RELATING TO THE ALASKA AGRICULTURAL LOAN BOARD.

(KERTTULA AND MOSS BOTH SPONSORED.)

INCREASES MEMBERSHIP ON AG. BOARD FROM 5 TO 7. ALL ARE
APPOINTED BY THE GOVERNOR. 4 OF THE 7 WILL BE PERSONS WITH

BACKGROUND OR EXPERIENCE IN ALASKA AGRICULTURE.

INTENT IS TO PROVIDE GREATER STATEWIDE REPRESENTATION, AND

MAKE THE BOARD MORE RESPONSIVE TO THE PRIVATE SECTOR NEEDS.

PASSED OUT OF RESOURCES FEBRUARY

(SO WERE MULCAHY , STURGULEWSKI, ZIEGLER. P. FISCHER.)

, 1984 - YOU WERE A DO PASS.



BILL SUMMARY

SB 322 - Increase membership of the AALB
Sponsor: Kertulla

Senate Bill 322 would expand the membership of the Agriculture Revolving Loan Fund
Board from five to 7 members. At present, “of the sefen members arr. persons with
background and axperience in agriculture. SB 322 would retain that ratio - four of
the seven members would be invoTved in the industry.

The expansion of the board is necessary to obtain a greater statewide represent—
ation. As the agriculture industry expands, the ARLF must remain flexible to
adapt to the expansion. SB 342, which is also being heard today, would expand
the responsibilities of the ARLF to include fe e farming, horticulture, and

animal feed processing facility loans.

The sponsor 1is not opposed to including provisions from SB for example,
in this bill. By expanding the size of the board and the responsibilities, we

are making the state support for the industry more responsive to the private
sector needs.

SUMMARY OF SB 3?72 - Ag. Loan Board

Increases Board membership from five to seven; four of which will be persons with

background or experience in Alaska agriculture. Members serve overlapping three
year terms, and receive travel pay and per diem as provided for boards and
commissions. The increase in membership is an effort to reduce the monopolization

by one or two members of the existing board.



7 no*, exceed
and may not
‘or the useful
i seven year:,
meding six per
real estate or
oans and the
gage security
tis may be in
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rms as ieter-

sub'/tituted
two places in
y assess" for
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-he language

Effect of aniv.A"S"—w n i mama.JMMii. mtm
amendment suiv tituted "S20,000,000" fur February 2, 1982, substituted
"$5,000,000.” "$75,000,000” for "$20,000,000."

Sec. 03.10.050. Administration of fund, (3) The commissioner
shall administer the loan fund in conjunction with the agricultural
revolving loan fund board. No loan in excess of $25,000 maY be made
hyjjp commissioner without the approval of a majority of the board.

The board is composed of five members appointed by the governor

confirmed by the legislature injoint session. Three members shall

be persons with background and experience in Alaska agriculture.

Members ofthe board serve for overlapping three-year terms, Members

of the board are not entitled to receive compensation for their services,

but shall receive the same travel pay and per diem as provided by law
boards and commissions.



§)3.10.054 Alaska Statutes Supplement g3 15.052

(c?_ A meeting of the agricultural revolving loan fund board to act on
a?p ications for loam is exemgt from the public meeting requirements

of AS 44.62.310. §§ 6.ch 122 SLA 1953: am § 1ch 119°SLA 1976; am

§ 6¢ch 113 SLA 1982)

Effect of amendments. — The 1976 but the provision of that subsection have
amendment rewrote this section. been transferred to AS 03.15.052 by the

The 1982 amendment, effective June 25, revisor of statutes pursuant to AS
1982, added subsection (c). 01.05.031(b). Consequently, the subsection

Editor’s notes. — Section 5, ch. 7, SLA added by § 6, ch. 113, SLA 1982, has been
1982 added a subsection <) to this section redesignated "(c).”

Sec. 03.10.054. Sale or transfer of mortgages and notes.
Repealed by § 14 ch 122 SLA 1980.

Editor's notes. — The repealed section
derived from 8 1, ch. 4, SLA 1964.

Chapter 15 Agriculturlguﬁgst and Disease Control

Section

20. Purpose of appropriations
52. Limitation on board members

available to the Department of Natural Resources or to the Depart-
ment of Environmental Conservation may be used _

(1) to buy materials or equipment neéded to control agricultural
Pests when the Perso,ns directly affected cannot bear the total cost and
he pest is one that is or maybecome a public problem;

25) to charter or hire on & custom basis equipment and operators
necessary for pest-control work when the persons directly affected
cargrlmt proalllde the service and the pest is one that is or may become a

ublic problem; _ _ _
p. ®) t(? match federal indemnity payments to livestock owners for
livestock slaughtered under any cooperating livestock health program;

(4) to maintain a suppIP/ of vaccines, serums and chemicals needed
for emergency 8est control, that are not commercially available in the
state. (§ 2 ch 90 SLA 1955; am § 3 ch 34 SLA 19%8; am Executive
Order No. 51, § 11 (1981))

Sec. 03.15.020. Purpose of approRriationa. Appropriations
y

Effect of amendments. — The 1981 Environmental Conservation” for"' epart-
amendment substituted "Department of menl" in (he introductory language.
Natural Resources or to the Department of

Sec. 03.15.052, Limitation on board members. A member of the
agricultural revolving loan fund board may not, during the member’s

448



BETTYE FAHRENKAMP. Chairman

Alaska li>tale ALegislature

POUCH V

ROBERT H. ZIEGLER, SR.. Vice Chairman STATE CAPITAL

DICK ELIASON

. AUL FISCHER

VIC FISCHER

BOB MULCAHY

ARLISS STURGULEWSKI

February 3,

JUNEAU. ALASKA 99811
(907) 465-3834
(907) 465-3839

Committee on Resources
MINUTES

- *

i!. Beltz Room

3:07 pm Room 211, Capitol
MEMBERS PRESENT
Senator Fahrenkamp, Chairman
Senator Fischer
Senator Paul Fischer
Senator Mulcahy
Senator Sturgulewski
CALENDAR
SB 322 An Actrelating to the Alaska Agricultural Loan
Board; and providing for an effective date.
SB 342 An Act amending rhe Alaska Agricultural Loan Act.
S3 339 An Act repealing the expiration date of the
Agricultural Action Council; and providing for an
effective date.
SB 358 An Act amending the expiration date of the Alaska

Agricultural Action Council.

Briefing on

Bristol Bay Cooperative Management Plan

SB 339

Vince 0 Reilly, Deputy Commissioner, Department of Commerce and
Economic Development, testified against SB 339. He stressed
the Administration®s commitment to agriculture, with an
emphasis on production for in-state market needs. A Memorandum

of Understanding 1is being written that would divide the
responsibilities of the Alaska Agricultural Action Council

between the

Departments of Natural Resources, Commerce and

Economic Development, and Transportation. Also, by

transferring

be placed cn

those duties to line agencies, more emphasis would
forest product marketing.



Senator Mulcahy moved to adopt the Resources Committee
Substitute for"” SB 339, and move it from committee with

individual recommendations. There was no objection.
SB 342
Alex Shadura, testified 1in favor of SB 342, supporting

horticulture as an important part of the agriculture industry.
He expressed concern that the definition of horticulture as
"growth 1in greenhouses or nurseries”™ contained in the Committee
Substitute was restrictive.

Senator M _lcahy moved to adopt the Resources Committee
Substitute for SB 342, and moved the bill from Committee with
individual recommendations. There was no objection.

SB 322

Senator Mulcahy moved the bill from Committee with individual
recommendations. There was no objection.

Frank Rue, Department of Natural Resources, Division of Land
and Water Management, Resource Allocations,, presented the
committee witn a brief overview of the changes that were made
to the draft version of the Bristol Bay Cooperative Management

Plan. Changes were made in the areas of oil and gas leasing,
mineral exploration and development, and land disposals. Many
of the original guidelines were seen as too specific and were
dropped or rewritten 1in the firal draft. Senator Sturgulewski

and Senator Fahrenkamp had questions about the amendment
process and asked for a more in-depth report on how Legislative
authority over the lands will be affected under the plan.

The meeting adjourned at 4:38 pnm.



JUlaska Ibtate legislature

BETTYE FAHRENKAMP, Chairman
ROBERT H. ZIEGLER, SR., Vice Chairman
DICK ELIASON

PAUL FISCHER

VIC FISCHER
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Committee on -Resource!)

POUCH V
STATE CAPITAL
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MINUTES
January 25, 1984 Beltz Room
3:03 pm Room 211, Capitol
MEMBERS PRESENT
Senator Fahrenkamp, Chairman
Senator Ziegler, Vice Chair
Senator V. Fischer
Senator Paul Fischer
Senator Mulcahy
Senator Sturgulewski
CALENDAR
SB 322 An Act relating to the Alaska Agricultural Loan
Board; and providing for an effective date.
SB 342 An Act amending the Alaska Agricultural Loan Act.
SB 339 An Act repealing the expiration date of the
Agricultural Action Council; and providing for an
effective date.
SB 358 An Act amending the expiration date of the Alaska

Agricultural Action Council.

TELECONFERENCED TO:
Fairbanks
Delta
Palmer/Wasilla

Anchorage
Homer
Soldotna

Kerttula testified 1in
areas where agricultural

Senator
geographic

support of SB 322.
development

He said the
exists have

expanded and suggested the Governor appoint two more members to

represent farmers from those areas.

Senator Faiks testified 1in favor of SB 342. She answered
questions about the bill and also supported the Kerttula
amendment regarding soil classification.



Bob Arnold, Deputy Commissioner, Department of Natural
Resources, acknowledged that SB 342 would create a greater
demand on the Agricultural Revolving Loan Fund and asked for
clarification from the Legislature on granting Jloans for
non-food products.

Steve Shropshire, Alaska Horticulture Association, spoke 1in
support of SB 342. He felt the definition of "agriculture”
should include horticulture.

Mayor Bill Allen, Fairbanks North Star Borough, supported all

the bills before the Committee. He urged the continuation of

the Alaska Agricultural Accion Council and the expansion of the
agricultural 1loan program.

Frank Geiger, Mavor, Delta Junction, spoke 1in support of uil
four bills. He recommended that two Boards be established, one
for the Interior and one for the rest of the state.

Richard Ramsey, Aide to Senator Kerttula, testified 1in support
of Kejttula®s proposed amendment to SB 342. This amendment
would allow more lands to be eligible for clearing loans.

Edna Anderson, Homer, recommended passage of SB 33S and SB 358
and said she agreed with Mayor Allen®s comments.

Pete Roberts, Homer, supported Kerttula®s proposed amendment to
SB 342.

Ed Merdes, Fairbanks, supported all the bills being heard. He
introduced the 1idea of "production 1incentives” to lower costs
of production and make our crops more competitively priced.

Pat Mulligan, President, Alaska Farmers and Sh jk Growers,
spoke 1in support of SB 342 and horticulture.

Bill Heim, Director, Division of Agriculture, DNR, wanted
legislative guidance, through SB 342, on the expansion of the
.loan program. He supported Kerttula®s proposed amendment to SB
342. Regarding SB 322, he recommended that the two new members
be from Delta and Fairbanks.

Ken Ulz, Kobuk Fuel and Feed, spoke 1in support of all the bills
being heard. Tie felt fur ranching was jJjust as valid as any
other ranching enterprise.

Bruce Willard, Homer, supported the continuation of the Alaska
Agricultural Action Council.

Harry Wassink, Anchorage, proposed raising the cap on ARLF
loans, particularly for dairy farmers.

Sig Rested, Agricultural Experimental Station, Palmer,
testified Th support of the four bills before the Committee.



Burton L. Clifford, U.S Department of Agriculture (USDA),
spoke in support of all of the bills.

Carrol Martin, Soldotna, testified in support of all the bills
heard today.

Jerry Giauque, Palmer, spoke 1in support of all the bills.

Terry Weiland, Palmer, supported SB 339 and SB 358 and also
wanted the cap raised on ARLF loans.

Jerry Brehmer, Delta, was in favor of all of the bills.

Vincent O"Reilly, Deputy Commissioner, Department of Commerce
and Economic Development, testified that the Administration

supports agricultural development. They are currently
reexamining the program, trying to focus on 1in-state market
needs. He felt that coordinating that effort should L mdone by

the line agencies, specifically the Department of Natural
Resources and the Department of Commerce and Economic
Development, rather than the Alaska Agricultural Action
Council.

Annely Girard, Palmer, testified that farmers need to
diversify. She felt the passage of SB 342 would allow them to
do that. She spoke of growing shrubs and fast growing trees

such as poplars 1in greenhouses for use as windbreaks.

Bob Arnold, Deputy Commissioner, Department of Natural
Resources, spoke again to concur with Vincent O"Reilly, Deputy
Commissioner, Department of Commerce and Economic Development,
that the functions of the Alaska Agricultural Action Council
can be better carried out by the line agencies, particularly
the Department of Natural Resources.

The meeting adjourned at -1:42 pm.



STATE OF ALASKA 1984 LEGISLATIVE
FISCAL NOTE

[Revision Date;

REQUEST FISCAL DETAIL

Bi 11/Resolution No. SB 322 Agency Affected:
Title: ARLF Board Program Category
Sponsor: Kerttula BRU,

Requestor*»

Date of Reouest: 1/23/84

EXPENDITURES/REVENUES:
FY

(Thousands of

"84 "1FV5T n"sr-~ fv

OPERATING
PERSONAL SERVICES
TRAVEL 5.
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
700 CRANTS, C .IMS
800 MISCELLANEOUS
TOTAL OPERATING 5.0 5.

100
200
300
<00
500
600

0 5.

CAPITAL"

C REVENUE
FUNDING:
CENERAL FUND
FEDERAL FUNDS
OTHER  (ARLF)
TOTAL

(Thousands of Dollars)

(204, ]
o o
o o
o O

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page for analysis

Bill L- Heim> Director
Agriculture

Prepared By:
Division:

TtA»>y5 D fovwrA.
iZM tnvo-M

Approved by Commissioner:
Agency: w>*j

Distribution (by Agency preparing fiscal note):
Legislative Finance

Legislative Sponsor

Requestor

Office of Management and Budget

Impacted Agency(ies)

o o1

SESSION

Resources
arlf

Natural
Affected:

Program or Subprogram(s) Affected:
Agriculture Revolving Loan Fund

87" " FT 88 FY 89
.n

.0

0

0

Phone: 376-3276

Date: 1/24/84

Date: i[xmj

12/1/83
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Committee on Resources
M EMORANTDUM

TO: Senatel Resources Committee Members
FROM: Senate Resources Committee Staff
RE: Committee Meeting,~January 25, 1984
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On Wednesday, January 25, the following bills will be

heard:

SB 322, An Act relating to the Alasxa Agricultural Loan Board
SB 322 would increase the membership of the Agricultural
Revolving Loan Fund Boai;d from five to seven members. All
members are appointed by the Governor. At present, three
of the five members must be persons with background and

experience in agriculture. SB 322 would
ratio; four of the seven members would be

industry.

SB 342, An Act amending the Alaska Agricultural
SB 342 would expand the agricultural loan
include loans for the commercial production
of horticultural products and animal feed,

retain that

involved 1in the

loan Act.
program to
or processing
and for the

raising and care of animals for marketing fur. A

Resources Committee Substitute has been

wcu 1 remove the restriction to in-state

products.

prepared that
use of these

Loans are currently allowed for 1land clearing, farnm
development, storage and processing of farm produce, and
purchase of Ilivestock or machinery. Draft DNR regulations

(11 AAC 39.111) would expressly prohibit

loans from being

made for "enterprises not operated primarily for human or

livestock food production™, which 1includes

fur breeding

and fur farming, and greenhouses not operated primarily
for food production. Loans for processing feed are
currently being made under the "farm product processing

loans™ authority.
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HB 553 AMENDING ALASKA GRAIN RESERVE PROGRAM.
SPONSOR: SHULTZ

(IDENTICAL TO MOSS®"S SB 335)

THE GRAIN RESERVE PROGRAM WAS ESTABLISHED IN 1983 TO MAKE LOANS

FOR CRCi»S GROWN IN THE 1985 AND 1984 SEASONS. CURRENT STATUTE
REQUIRES THAT GRA *N USED AS COLLATERAFOR A LOAN MUST BE GRADED

//4 OR BETTER. IT TURNS OUT THAT HULLESS BARLEY, WHICH IS NOT
COMMONLY GROWN IN THE LOWER 48 BUT IS GROWN IN ALASKA (360 ACRES

IN DELTA JUNCTION AREA IN 1983), HAS NOT BEEN GRADED BY THE U.S.D.A
ACCORDING TO THE U.S.D.A. FEDERAL GRAIN INSPECTION SERVICE IT

WOULD TAKE 3 YEARS TO ESTABLISH A GRADE FOR HULLESS BARLEY. THEIR
ADVICE HAS BEEN TO AMEND THE STATUTE TO INCLUDE NON-STANDARD"ZED

GRAIN.

a
iSifg PROVISION §
HB 553 WOULD ALLOW DNR TO ACCEPT HULLESS BARLEY AS COLLATERAL. \

THE BILL WwWOULD ALSO CONVERT THE FUND TO A REVOLVING ACCOUNT TO
REDUCE OR ELWMINATE THE NECESSLEY OF REQUESTDLMG ANNUAL APPRORPKKATIONS

170 THE rFunp,® (vjoudd. be- pY~c/pai. OwvujL 1yrkn&d-)

b *. uaij

O TO TUYV1 s |
1 YU) JM Th
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Offered: 2/16/84
Referred: Rules

Original sponsor: Shultz

IN THE HOUSE
"S FOR HOUSE BILL NO.
IN THE LEGISLATURE OF THE
THIRTEENTH LEGISLATURE -
A BILL
For an Act entitled: "An Act amending the

and providing fov an

BY THE HOUSE SPECIAL
COMMITTEE ON STATE LOANS

553 (Loans)
STATE OF ALASKA

SECOND SESSION

Alaska Grain Reserve

effective date."

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

* Section 1. AS 03.12.020 1is amended to read:

Sec. 03.12.020. DUTIES OF THE DEPARTMENT. In carrying

purposes of this chapter

the department

(1) make 1 ans tv state grain poducers underthe

tions set out -n this chapter;

(2) administer and inspect

for loans made under this chapter; and

stored grain held as

(3) administer the Alaska grain reserve revolving

(AS 03.12.040).

* Sec. 2. AS 03.12.030(a) 1is amended

to read:

Program;

out the

shall

condi —

collateral

loan fund

(a) The department may make aloan to a stategrain producer

secured by grain grown by that producer in 1983 or 1984, Grain that

is used as collateral for a loan made

graded number four or betterj except that hulless barley

cepted as collateral under conditions

under this chapter mi".dt be
may Jje ac-
determined the commissioner

of the_Department of Natural Resources.

* Sec. 3. AS 03.12.040 is amended to read:

Sec. 03.12.040. ALASKA GRAIN RESERVE REVOLVING LOAN FUND.

The Alaska grain reserve revolving loan fund 1is established

department for the purpose of financing

in the

loans made under this chapter.

The fund consists of appropriations made to it by the legislature and

-1-

CSHB 553 (Loans)



repayments of principal and accrued intr rest on loans made from the

fund.
* Sec. 4. AS 03.12.200 is amended to rrad:
Sec. 03.12.200. DEFINITIONS. In thi* chapter
(¢H) "commissioner™ means the commissioner Of natural
resources;
(2) "department™ means the Department of Natural Resources;
(3) "fund" means the Alaska grain reserve revolving loan
fund; and
(4) "grain" means barley, wheat or oats.

* Sec. 5. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

CSHB 553 (Loans) -2-
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Offered: 2/29/84
Referred: Finance

Original sponsor: Moss

IN THE SENATE BY THE RESOURCES COMMITTEE
CS FOR SENATE BILL NO. 335 (Resources)
IN THE LEGISLATURE OF THE STATE 01 ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Grain Reserve Program;
and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 03.12.020 is amended to read:
Sec. 03.12.020. bIJTIES OF THE DEPARTMENT. In carrying out the
purposes of this chapter the department shall
(1) make loans to state grain pr iducers under the condi—
tions set out in this chapter;
(2) administer and inspect stored grain held as collateral
for loans made under this chapter; and
(3) administer the Alaska grain reserve revolving loan fund
(AS 03.12.040).
* Sec. 2. AS 03.12.030(a) is amended to read:

(a) The department may make a loan to a state grain producer
secured by grain grown by th~t producer [IN 1983 OR 1984]. Grain that
is used as collateral for a loan made wunder this chapter must be
graded number four or better, except that grain that is non-standard-
ized may be accepted as collateral under conditions determined by the
director of the division of agriculture.

* Sec. 3. AS 03.12.040 isamended to re id:

Sec. 03.12.040. ALASKA GRAIN RESERVE REVOLVING LOAN FUND.

The Alaska grain reserve revolving loan fund 1is established 1in the
department for the purpose of financing loans made under this chapter.

The fund consists of appropriations made to it by the legislature and

-1- CSSB 335(Res)
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11

12

13

repayments of principal and accrued interest on loans made from the

fund.
* Sec. 4. AS 03.12.200 is amended to read:

Sec. 03.12.200. DEFINITIONS. In this chapter

(¢D) "commissioner”™ means the commissioner of natural
resources;

(2) "department" means the Department of Natural Resources;

(3) "fund” means the Alaska grain reserve revolving loan
fund; and

(4) "grain™ means barley, wheat or oats.

*Sec. 5. Sections 3-5, «ch. 100, SLA 1983 are repealed.

*Sec. 6. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

CSSB 335(Res) -2-



MEMORANDUM State of Alaska

DEPARTMENT OF NATURAL RESOURCES - DIVISION OF AGRICULTURE

TO0: Esther Wunnicke DATE: October 27, 1983
Commissioner
FILE NO:
THRU: Bill Heim
Director TELEPHONE NO: 376-3276
FROM: j. A. Watenpaugh SUBJECT: Amendment to HB 156
Supervisor (Grain Reserve Bill)

Plant Industry Section

It has come to our attention that the Grain Reserve Act does not cover
non-standardized grain. Non-standardized grain 1is grain for which no
official U. S. grades have been established. According to U.S.D.A.
Federal Grain Inspection Service it would take a minimum of three years
to establish a grade for hulless barley. There has never been a real
demand from industry to establish grades as production in the lower
United States has not been wide spread.

There were approximately 360 acres of Thual variety grown in the Delta
Junction area this 1983 growing season and looked very promising. It

matured approximately five to ten days earlier and appears to have a higher
protein count than conventional barley. The test weight 1is nearly the same
as wheat. This particular variety was developed by Roscoe Taylor, University
of Alaska Experiment Station at Palmer. Any scientific data should be
obtained from the Experiment Station.

Advice from Lhe U.S.D.A.-F.G.1.S. would be to amend Alaska®s grain reserve
bill to include non-standardized grain. A simple amendment to the bill
would be to add a seriu_."ce to Section 03.030. (a) after the words,

"four or better, "excep. non-standardized grains for which conditions for
acceptance shall be determined by the Director of the Division of Agriculture™.

We have obtained permission to use our current federally approved grain
certificates by striking the word grade and state the variety, non-standardized.
In the contents of the certificate we would only report the facts as found
(chaff, broken kernals, foreign material, etc.). Moisture content to be
determined by oven drying.

There may be as much as 260 tons planted in the 1984 growing season/fherefore.J
we feel an amendment 1is necessary to be able to enter non-standardized grain
into the reserve program.

If you have any further questions please do not hesitate to contact us.

cc: Senator Pappy Moss
Representative Dick Schultz

02-001A (flw. 10/79)



MEMORANDUM State of Alaska

The Honorable Pappy Moss February 7, 1984
to: Alaska State Senate DATE:

FILE NO:

TELEPHONE NO:
Sharon Barto DNR Proposed
FROM= Special Assi t subject: Amendments - SB 335
Department of Natural Resources

As you know, the Grain Reserve Program was established in .1983
to make 1loans for crops grown in the 1983 and 1984 seasons.
The Director of the Division of Agriculture has subsequently
recommended to the Governor that the program be extended at
least th:.ough 1987. He further recommended that the fund be
converted to a revolving account to reduce or eliminate the
necessity of requesting annual appropriations to the fund.

The Governor adopted both of these propositions as part of his
agricultural program.

In order to effect the necessary statutory changes, we ask
your consideration of the following amendments to SB 335:

1. AS 03.12.040 1s amended to read:

Alaska grain reserve revolving loan fund. The Alaska
grain reserve revolving loan fund is established in
the department for the purpose of financing loans
made under this chapter. The fund consists of
appropriations made to it by the legislature,

repayments of principal and accrued interest on loans
made from the fund.

2. AS 03.12.200 1is amended to read:

(3) "fund"™ means the Alaska grf ~n reserve revolving
loan fund.

3. Sec. 3-5 1983 SLA Ch 100 are repealed.

We would be pleased to support you 1in Committee if these are

offered as sponsor amendments or offer them as DNR amendments,
as you wish.

If we can be of further assistance, please call.

02 001A (R 10/79)



§ 03.10.054

Revisor’s notes. — Enacted as AS

03.10.050(c). Renumbered in 1982.

Sec, 03.1u.C5I
§ 14 ch 122 SLA

Alaska Statutes

§ 03.12.030

? Yeor transfer of mortgages and notes. IRepealed,
AJg}gl] gag p

Sec. 03.10.058. Farm disaster area. The qov_ernor may declare a
farm disaster in an area of the state ifa natural disaster causes a crop

failure. (§ 3 ch 38 SLA 1983)

Sec. 03.10.060. Short title. This chaRter may be cited as the Alaska
Agricultural Loan Act. (§ 1ch 122 SLA 1953)

Chapter 12 Alaska Grain Reserve Program.

Section

10. Alaska urnin reserve program estab-

lished
20. Duties of the department
30. Conditions on loans
*10. Aluskn grain reserve loan fund

Repeal of chapter. — Sections ¢ and 5,
ch. 100, SLA 1983 provide that this chap-
ter is repealed effective January 1, 1988.

Section

50. Administration of fund

60. Regulations

70. Administrative Procedure Act
200. Definitions

For termination and transition provisions,
see § 3, ch. 100, SLA 1983, in the Tempo-
rary and Special Acts.

Sec. 03.12.010. Araska grain reserve program_established
(Repealed effective January 1,1983]. The Alaska grain reserve pro-
gram is established in the Department of Natural Resources for the
purpose ofassisting state grain producers to develop markets for thei
%%%gcts by making loans secured by grain reserves. (§ 1ch 100 SLA

Sec. 03.12.020. Duties of the de%artment (Repealed effective
January 1, 1988|. In carrying out the purposes of this chapter the
department shall . 3
, El)_ make loans to state grain producers under the conditions set out
in this chapter; _ _

(5) administer and inspect stored grain held as colla oral for loans
made under this chapter; and

(3 administer th*1Alaska grain reserve loan fund (AS 03.12.040).
(8 Tch 100 SLA 1983)

Sec. 03,12.030. Conditions on loans |Repealed effective Jan-
ua&y |, 1983(. (8) The department ma% make a loan to a state grain
roduce:- secured by grain grown by that producer in 1983 or 1984.
r>* atis used as collateral for a foan made under this chapter must
o .tded number four or better.

14



§03.12.030
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803.12.040 Agriculture and Animals 803.12.060

(b?_ The amount of a loan made under this chapter is determined by
mul |Ply!ng 90 percent ofthe United States Department of Agriculture
tar?e price perton for the type and qrade ofgrain offered as collateral
by the total tonnage of the ‘collateral. _ _

() The interest rate on a loan made under this chapter is equal to
the Interest rate on a loan made under AS 03'10'030(8)' _

(d? Grain that is held as collateral fora loan made under this chapter
shall be stored in a storage facility approved by the department. The
borrower may provide storage for'the grain if the department deter-
mines that the storage provided by the horrower will adetiuatel pro-
tect the department’s interest in the grain. The department ma
inspect a storage facility provided by a borrower at any time and shall
ado[pt regulations setting standards for storage facilities. Storage costs
shall be paid to the borrower by the department during the term of the
loan at the United States Department of Agriculture grain reserve loan
storage rate. T _

f? A borrower may not remove, sell, or otherwise dlsRose of grain
held as collateral fora loan under this chapter without the consent of
the department. All proceeds from the sale of collateral, up to an
amount equal to the value originally assigned to that collateral under

) of this section, plus accrued interest on the portion of the loan
s?ctl#]reoll by that collateral, shall be applied to the outstanding balance
of the loan.

() A loan made under this chapter shall be for a term that may not
exceed three years. The borrower shall make annual payments of
accrued interest during the term of the loan.

.0) In this section references to grain griding standards, tar%et
prices, volume or weight calculations and inspection standards,
Indicate standards, prices, or calculations that are in accordance with
applicable United States Department QfA%rlcuIture standards.

(") A loan may not be made under this chapter to a producer that is
eliuihle tn ngthlpate in federal grain reserve loan programs. (8 1ch
100 SLA 1983)

See. 03.12.040. Alaska grain reserve loan fund [Re?eale_d
effective January 1, 1988J. The Alaska grain reserve loan fund is
established in the department for the purpose of financing loans made
under this chupter. The fund consists of appropriations made to it by
the legislature. (8 1cF 100 SLA 1983)

Sec. 03.12.050. Administration of fund [Repealed effective
Jan_uarP( 1, 1988 The commissioner shall administer the fund in
conjunction with the agricultural loan fund hoard established under
AS°03.10.050. A loan In excess of $25,000 may not be made by the
commissioner without the approval ofthe board."@ 1ch 100 SLA 1983)

Sec. 03.12.060. Regulations (gRepeaIed effective January 1
1988]. The department shall adopt reAquIatlons to carry out the
purposes of this chapter. (8 1ch 100 SLA 1983)



803.12.070 Alaska Statutes §03.15.020

Sec. 03.12.070. Administrative Procedure Act [Re?ea_led effec-

tive January 1, 1988, In carr%/m%out_the provisions of this chapter
the department is subject to the Administrative Procedure Act (AS
44.62). (8 1ch 100 SLA 1983)

Sec. 03.12.200. Definitions [Repealed effective January 1,
1988]. In this chapter o
1y "commissioner” means the commissioner of natural resources;
"department”means the Department of Natural Resources;
"fund” means the Alaska grain reserve loan fund; and
"grain” means barley, wheat or oats. (§ 1ch 100 SLA 1983)

Chapter 15 Agriculturlzeuﬁgst and Disease Control

Section
20. Purpose of appropriations

Collateral references. — 3 Am. Jur. Products liability — fertilizers, insecti-
2tl, Agriculture, 88 38-47; 4 Am. Jur. 2d, cides, pesticides, fungicides, weed killers,
Animals, 8§ 31-39. and the like, or articles used in application

3 C.J.S., Agriculture, 8§ 83-104; 3A  thereof, 12 ALR4th 462.

C.J.S., Animals, §8 60-98. Crop duste. 's failure to exercise care in

Liability for injury caused by spraying spraying crops, 9 Am. Jur. POF2d, pp.
or dusting of crops, 37 ALU3d 833. 623-657

Sec. 03.15.010. Agricultural pest and disease control fund.
[Repealed, &2 ch 34 SLA 1968.]

Sec. 03.15.020. Purpose of appropriations. Appropriations
available to the Department of Natural Resources or to the Depart-
ment of Environmental Conservation may be used

(1) to buy materials or equipment needed to control agricultural
Pests when the Perso_ns directly affected cannot bear the total cost and
he pest is one that is or may become a public problem,

(2 to charter or hire on a custom basis equipment and operators
necessary for pest-control work when the persons directly affected
cannot provide the service and the pest is one that is or m.iy become a
public problem;

(3 to match federal indemnity payments to livestock owners for
livestock slaughtered under any cooperating livestock health program;

(@ to maintain a suppIP/ of vaccines, serums and chemicals needed
for emergency Best control, that are not commercially available in the
state. ﬁ 2 ch 90 SLA 1955, am § 3 ch 34 SLA 1968; am Executive
Order No. 51, § 11 (1981))

16



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

IRevis ion Date:

REQUEST FISCAL DETAIL
Bill/Resolution®No. SB 335 Agency Affected: Natural Resources
Title: Grain Reserve Program Program Category Affected:

Amendments Agriculture development
Sponsor:  Moss BRU, Program or Subprogram!s) Affected:
Requestor: Agriculture development
Date of Request: 2-16-84"

EXPENDITURES/REVENUES:

(Thousands of Dollars)

FY 84 FY 65 FY 86 FY 87 FY 88 FY 89
OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
<*00 SUPPLIES
500 EQUIPMENT
600 UNO & STRUCTURES
700 CRANTS, CLAIMS
800 MISCELLANEOUS
TOTAL OPERATING -0- “u- U -u- -0-
[ CAPITAL -c- -U- B -U- -U- -
REVENUE -O' -O' —U— —U— -O'
FUNDING: (Thousands of Doll ars)
CENJRAL FUND
FEDERAL FUNDS
OTHER
TOTAL
POSITIONS:
full-time
PART-TIME
TEMPORARY
SOURCE OF FUND: TO OFFSET FISCAL IMPACT OF BILL:
ANALYSIS: Attach a separate page for analysis
Prepared By: Sharon L. Barton Phone: 465-2400
Division: Commissioner*s Office Date: 2-1fc>-H4
Approved by Commissioner: n Date: 2-16-84
Agency: Department of Natural Resources “
Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83



Alaska statz ifogislatur* . Pheey WOSS

SENATE TRANSPORTATION
PO BOX 182

COMMITTEE
DELTA JUNCTION. ALASKA 99737
SENATE SPECIAL AGRICULTURE (9071 895-4384
COMMITTEE
MEMBER

HEALTH. EDUCATION AND
SOCIAL SERVICES

COMMITTEE JUNEAU OFFICE:

POUCH V
LEGISLATIVE COUNCIL JUNEAU. ALASKA 99811

REAA BEBEEATT_?;/EERSIGHT g>ta‘te Senate (907) 465-4921

SENATE SPECIAL COMMITTEE ON AGRICULTURE
Senator H. Pappy Moss, Chairman

*kk

SENATE BILL 335 February 17, 198U

Senate Bill 335: "/.n Act amending the Alaska Grain Reserve Program;
and providing for an effective date.”

BACKGROUND

Hulless barley is a hardy and heavy strain particularly well-suited to
northern latitudes, such as Alaska's. However, because it is not commonly
grown in the Lower *JB, the USDA has no grading standards for it, and it
does not, consequently, qualify for the Alaska Grain Reserve Loan
Program. However, hulless barley does constitute asignificant portion of
the barley crop and, as hog production increases in the state, thedemand
to.- and production of hulless barley is expected t increase
com.mensurately.

The purpose of Senate Bill 335 is to allow the Director of the Division
of Agriculture, Department of Natural Resources, to accept grains, such
as the hulless barley, that are not graded by the USDA, as collateral to
secure a loan made under the Alaska Grain Reserve Program.

The proposed amendment by the Department of Natural Resources is
intended to reduce or eliminate the necessity of requesting annual
appropriations to the Alaska Grain Reserve Program loan fund by
establishing the loan fund as a revolving loan fund.
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IsJfea H>tate legislature

BETTYE FAHRENKAMP. Chairman POUCH V
ROBERT H. ZIEGLER. SR ., Vice Chairman STATE CAPITAL
DICK ELIASON JUNEAU. ALASKA 99811
PAUL FISCHER (907) 465-3834
VIC FISCHER (907) 465-3835

BOB MULCAHY
ARLISS STURGULEWSKI

Senate

Committee on Bcsources
MINUTES

February 22, 1984 Belts Room
3:08 pm Room 211, Capitol

MEMBERS PRESENT

Senator Fahrenkamp, Chairman
Senator Ziegler, Vice Chair
Senator Vic Fischer

Senator Mulcahy

Senator Sturgulewski

CALENDAR

SB 335, An Act amending the Alaska Grain Reserve Program; and
providing for an effective date.

SB 337, An Act relating to the Delta Junction bison range; and
providing for an effective date.

SB 338, An Act making special appropriations for the
development of the Delta Junction bison range and construction
of a bison herd drift barrier; and providing fcr an effective
da te.

SB 371, An Act relating to mining; and providing for an
effective date.

SB 378, An Act relating to agricultural and industrial fairs.

SB 335

Dean Brown, Deputy Director, Division of Agriculture,
Department of Natural Resources, testified 1in support of the
bill and discussed DNR®"s proposed amendments that would convert
the Alaska grain reserve loan fund to a revolving fund.

Senator Mulcahy moved to amend SB 335 to include DNR"s
amendments. Tnere was no objection.



SB 337
SB 338

Dave Johnson, Area Game Biologist, Alaska Department of Fish
and Game, testified in support of the bill that would continue
a program of providing forage for bison, expand tourist
facilities, <create a Bison Range Advisory Committee, and
construct a drift barrier to help resolve conflicts between
farmers and bison.

Senator Bettye Fahrenkamp discussed a proposed amendment by
Senator Pappy Moss that would change the location of the drift
barrier.

Senator Sturgulewski moved to include Senator Moss®s amendment
in SB 337. There was no objection.

Senator Bettye Fahrenkamp recommended that the committee staff
prepare an amendment clarifying the increased fee for bison
hunting permits.

SB 378

Dean Brown, Deputy Director, Division of Agriculture,
Department of Natural Resources, testified 1in support of the
bill stating it would give the Department needed guidelines for
defining agricultural and industrial fairs.

Senator Mulcahy moved to adopt SB 378 and move it fronm
committee with individual recommendations. There was no
objection.

SB 371

Pedro Denton, Director, Division of Mining, Department of
Natural Resources, testified 1In support of the Committee"
Substitute and recommended an amendment that would establish
the rental fee for the first two years of an offshore
prospecting permit at $6/acre.

Senator Ziegler moved adoption of the amendment. There was no
objection.

Senator Mulcahy moved the Dbill from committee with 1individual
recommendations. There was no objection,

The meeting was adjourned at 3:32 pm.
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BETTYE FAHRENKAMP, Chairman
ROBERT H. ZIEGLER. SR., Vico Chairman
DICK ELIASON

PAUL FISCHER

VIC FISCHER

BOB MULCAHY

ARLISS STURGULEWSKI

Senate

Committee on Resources

POUCH V

STATE CAPITAL
JUNEAU, ALASKA 99811
(907) 465*3834

(907) 465*3835

MINUTES
February 27, 1984 Beltz Room
3:05 pm Room 211, Capitol
MEMBERS PRESENT
Senator Fahrenkamp, Chairman
Senator Ziegler, Vice Chair
Senator Eliason
Senator Paul Fischer
Senator Mulcahy
Senator Sturgulewski
CALENDAR
SB 335, An Act amending the Alaska Grain Reserve Program; and
providing for an effective date.
SB 337, An Act relating to the Delta Junction bison range; and
providing for an effective date.
SB 338, An Act making special appropriations for the

development of the Delta Junction bison

range and construction

of a bison herd drift barrier; and providing for an effective
date.

SB 375, An Act relating to land disposal and management; and
providing for an effective date.

SB 337

Senator Bettye Fahrenkamp explained that the Committee
Substitute addressed the Jlocation of the drift barrier and
clarified that the bison permit fee had been increased to
$10.00.

Senator Mulcahy moved SB 337 from Committee with individual

recommendations. There was no objection.



SB 335

Senator Fahrenkamp explained that a Committee Substitute
replacing "non-graded™ with "non-standardized™ had been
prepared to clarify that inferior quality grain will not be
accepted.

Senator Sturgulewski moved to adopt the Committee Substitute
and move it from committee with individual recomendations.
There was no objection.

SB 338

Senator Ziegler moved the bill from committee with 1individual
reccomendations. There was no objection.

SB 375

Senator Eliason discussed his proposed amendment (ill) that
would allow the state to quitclaim title to lands back to the
federal government to settle certain land claims.

Ned Farquhar, Special Assistant to the Commissioner, Department
of Natural Resources, suggested additional language that would
allow the Commissioner to quitclaim Jlands classified as
agricultural.

Senator Eliason moved amendment #J. There was no objection.

Senator Fahrenkamp discussed amendment #2, which would allow
eligible veterans a 25% discount on the purchase price of state
land.

Farquhar, and Meg Hayes, Southcentral District, Division of
Land and Water Management, Department of Natural Resources,
answered questions oi the current veterans® preference progranm
and the 1impact of the proposed amendment.

Senator Eliason moved to adopt the amendment. There was no
objection.

Senator Fahrenkamp discussed amendment #3, which would postpone
land disposals until area plans have been approved.

Farquhar, and Hayes, testified that the Department supports the
concept of planning prior to disposals. However, a statutory
moratorium on disposals could seriously disrupt the program.



Senator Fahrenkamp discussed amendment #4, which would repeal
the demand assesment statute, AS 38.04.020(fFf).

Farquhar, testified that the Department uses 1its area planning
program to identify available lands and relies on the market as
an indicator of demand. He recommended this section be dropped
because of its high administrative and fiscal costs.

Senator Sturgulewski moved to repeal AS 38.04.020(f) and amend

to read " The request of the commissioner under (e) of this
section shall include an analysis and determination that there
is a market demand for the land proposed for disposal. There

was no objection.

Senator Fahrenkamp discussed amendment #5, which would require
consideration of the useful Ilife of a project in determining
the term of a lease.

Farquhar supported the amendment.

Richard Harris and Bob Loescher, Sealaska Corporation,
supported the amendment.

Senator Sturgulewski moved the amendment. There was no
objection.

Senator Ziegler moved amendment #6, which would change the term
and value of a negotiated lease. There was no objection.

Farquhar testified 1in support of amendment #7, which would
amend the surface leasing procedure to allow survey costs to be
credited to the lessee.

Senator Eliason moved thi amendment. There was no objection.

Senator Eliason moved amendment #8, which would authorize the
Commissioner to require piequalification of bidders for surface
leases. There was no objection.

Farquhar supported amendment #9, which would amend leasing
procedures for tidelands leases.

Senator Mulcahy moved the amendment. There was no objection.

Senator Ziegler moved amendment #10, which would allow the
Department to convey vremnants of land to an adjoining
landowner. There was no objection.

Jay Nelson, Executive Director, Alaska Environmental Lobby,
testified 1in support of amendment #11, which would create
citizens advisory boards to offer advice to DNR prior to formal
public hearings on land disposals.



Farquhar testified that there are ample opportunities for
public involvement in the land offering process.

Senator Sturgulewski moved amendment #12, which would allow for
joint disposals. There was no objection.

Farquhar testified in support of amendment #13, which would
clarify the appeal process for contract violations.

Senator Sturgulewski moved amendment #13. There was no
objection.

The meeting adjourned at 4:18 pm.



BILL SUMMARY

SB 335 - amending the Alaska Agricultural Loan Fund
SPONSOR: Moss

SB 355 amends the loan conditions section of the Statute creating the Fund by
giving the director of the division of agriculture the authority to accept
grain that is not graded as collateral for a loan.

Presently, loans are based on a specific formula which includes a value
assigned by the USDA to the type and grade of grain/per ton being considered
as col lateral.

There are a number of varieties of grains developed in Alaska and Canada which
are not found in the USDA list because the grains are relatively new

(3-5 years old) and have been developed exclusively in Alaska for northern
climates.

All other standards being equal, (moisture content, etc.), the grains found
to be acceptable by the Division Director of Agriculture would be assigned a
tonnage value of a comparable USDA listed grain.

The immediate concern the amendment hopes to address is providing loans to
farmers who produce un-graded feed grains for the red meat and poultry
industry.



BILL SHEFFIELD, GOVERNOR

DEPARTMENT OF NATURAE RESOURCES POUCHM

JUNEAU, ALASKA 99811
PHONE: 907-465-2400

OFFICE OF THE COMMISSIONER

February 24, 1984

The Honorable Bettye Fahrenkamp
Chairman

Senate Resources Committee
Pouch V

Juneau, Alaska 99811

Dear Senator Fahrenkamp:

I understand that SB 335 will be discussed in Senate
Resources Committee within the next few days.

The Department of Natural Resources asks your consideration
of a technical amendment at line 13 of that bill (attached).
We recommend that the words "not graded®l be replaced with
the word "non-standardized.™ ?

This will allow the Department to accept hulless barley,
which 1is currently being produced at Delta, as well as other
varieties which may be developed 1in the future especially

for Alaskan conditions. We are concerned that the words
"not graded™ imply that barley of inferior quality will be
accepted. This 1is not the intention of the Department or

the sponsor.

We have discussed this amendment with Senator Moss and have
his approval.

Sincerely,

Sharon Barton
Special Assistant

Attachment

CC: Senator Pappy Moss

10-J9LH
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M EMORANDUM

T0: Senate Resources Committee Members
FROM: Senate Resources Committee Staff

RE: Committee Meeting, February 22, 1984
DATE: February 20, 1984

On Wednesday, February 22 the Senate Resources Committee
will be hearing the following bills relating to agriculture:

SB 335, An Act amending the Alaska Grain Reserve Program; and

providing for an effective date.
AS 03.12 establishes the Alaska Grain Reserve Program to
assist grain producers to develop markets for their
products by making loans secured by grain reserves. Loans
made wunder this program must be secured by grain that 1is
graded number four or better. The USDA has no grading
standards for the strain of barley commonly grown in
Alaska. SB 335 would allow the Department of Natural
Resources to accept grains for which no official U.S.
grades have beer, established as collateral to secure a
loan made under the Grain Reserve Progranm.

SB 337, An Act relating to the Delta Junction bison range; and
providing for an effective date.

SB 338, An Act making special appropriations for the
developman.t of the Delta Junction bison range and construction
of a bison herd drift barrier; and providing for an effective
date.
In an effort to resolve the problem of Delta bison feeding
in farmers®™ barley fields,, SB 337 would establish a
citizen"s <committee to advise on the bison range
management plan required under current statute.



SB 338 wo?ld make appropriations for further development
of the b: ;on range, 1including construction of a bison
drift barrier. Tourist facilities, timber sales, and
bison hunt fees are also addressed 1in the proposed
legislation.

SB 378f An Act relating to agricultural and industrial fairs.
AS 03.20 provides for funding on a matching basis for the
operation and maintenance of agricultural and industrial
fairs. SB 378 would further define those fairs eligible
for State aid by specifying that agriculture, industry,
horticulture, native plants, livestock, and related
domestic arts be exhibited. This proposal has been
officially adopted by the steering committee of the
Associated Alaskan Fairs and 1is intended to concentrate
funding on bona fide agricultural fairs.

The meeting will be held at 3:00 pm in the Beltz Room.
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SB 335 - AN ACT RELATING TO STATE CONTRIBUTIONS TOWARD THE PREMIUM FOR
FEDERAL CROP INSURANCE-, PROVIDING FOR AN EFFECTIVE DATE.

SINCE 1982 THE FEDERAL CROP INSURANCE PROGRAM HAS INSURED ALASKAN
FA?ITIPS FROM NATURAL DISASTERS. PRESENTLY, THE FEDERAL GOVERNMVENT

SUBSIDIZES 30 PER CENT OF THE PREMIUM PAYMENTS AND THE STATE DOES NOT
PARTICIPATE. SB 336 WOULD PROVIDE AN ADDITIONAL 30 PER CENT SUBSIDY BY
THE STATE, WHICH WOULD REDUCE THE INSURANCE PREMIUM PAID BY THE FARMER
TO 40 PER CENT.

5 SIS L SRS e
_DNR ESTIMATES THE COST TO THE STATE FOR FY 85 WOULD BE $140,000
-$80,000 FOR TY &

THESE FIGURES ARE BASED ON A TOTAL PREMIUM OF $12 PER ACRE, WITH THE
STATE'S SHARE FIGURED AT $4 PER ACRE.
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T0: Senate Resources Committee Members
FROM: Senate Resources Committee Staff
RE: SB 336, An Act relating to state conti;butions toward

the premium for federal crop insurance.

DATE: January 20, 1984

On Monday, January 23, 1984 the Senate Resources Committee
will hear SB 336, An Act relating to state contributions toward
the premium for federal crop 1insurance.

In effect in Alaska since 1982, the Federal Crop Insurance

Program protects against losses from natural disasters. During
1983, approximately /5% of the 12,000 Delta barley acres were
insured, at an average cost of $12 per acre. The federal

government subsidizes 30% of each farmer®s premium payment.

Under SB 336, the state would provide an additional 30%
subsidy, which would reduce the insurance premium paid by the
farmer. The corporation would calculate the state®"s premium
share, and payments to the <corporation would be through
appropriations from the general fund.

The Division of Agriculture, Department of Natural
Resources, estimates the cost to the state for 1its
participation at $140,000 for FY 85 (for the 1984 and 1985 crop
years), $80,000 for FY 86, and $90,000 for FY 87. These
figures are based on a total premium of $12 peracre, with the
state"s share figured at $4 per acre.

The meeting will be held at 3:00 pm in theBeltzRoon.
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4. Who will administer program? (DNR)

5. How will it actually be implemented? Will the State make a

lump sum payment to the Crop Insurance Corporation for reimbursement
to farmers?

MOSS*S STAFF HAS SAID THAT DURING THE AGRICULTURAL SYMPOSIUM 1IN
FAIRBANKS IN DECEMBER, SHEFFIELD ENDORSED THIS CONCEPT.
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MEMORANDUM

DATE: January 9, 1984

TO: Senate Resources Committee Members
FROM: Senate Resources Committee Staff
RE: Federal Crop Insurance Progranm

On Wednesday, January 11, at 3:00pm 1in the House Resources
Committee Room (Room 118, Capitol), the Senate and House
Resources Committees will be briefed on the Federal Crop
Insurance Program.

The Federal Crop Insurance Progranm provides risk
protection for crop producers nationwide. In effect since
1939, the program initially provided coverage on wheat, cotton,
and flax. In 1980, Federal Crop Insurance was overhauled by
the Federal Crop Insurance Act, which expanded the scope of Lhe
program, both in terms of crops insurable and areas 1insured,
and authorized state participation 1in the progranm.

The current program protects against losses from natural
disasters,t freeze, wind, disease, drought, excess moisture and
animal damage, and covers barley, oats, potatoes, forage, and
nearly 30 other major crops. It essentially guarantees the
farmer a certain income despite his actual <crop yield. A
guaranteed yield 1is determined based on average historical
yields. Insurance coverage 1is provided on this guaranteed
yield, which 1is limited to 50, 60, or 75% of the farm®s average
yield. In the event of a poor crop year, indemnities are paid
on the difference between the producer®s actual yield and his
guaranteed yield. The settlement price, which 1is the dollar
amount that will be paid on each bushel or pound that 1is not
harvestable, is limited to 90% of the estimated harvest price.



Coverage of Delta area farmers® bDbarley crop began with the
1981 <crop year. (Coverage of the Pt. MacKenzie area and of
oats and wheat 1is expected to begin in 1984.) During 1983,
approximately 75% of the 12,000 Delta barley acres were
insured, at an average 1insurance cost of $12 per acre. Under
the program, the federal government subsidizes 30% of weach
farmer®s premium payment, on coverage of up to 65% of the
farm®s average yield. The 1980 Act authorized state
participation 1in the program by allowing states to provide an
additional subsidy (up to 30%) over and above the federal
contribution.

Authorizing the State of Alaska to provide an additional
30% subsidy to Alaskan farmers would reduce the cost of crop

insurance to the farmers, and since most farms are 1initially
financed through the Agricultural Revolving Loan Fund, would
conceivably help protect the state"s collateral against natural
disaster. The Division of Agriculture, Department of Natural

Resources, estimates the cost to the state for it s
participation at $140,000 for FY 85 (for the 1984 and 1985 crop
years), $80,000 for FY 86, and $90,000for FY 87. These
figures are based on a total premium of $12per acre, with the
state”"s share figured at $4 per acre.

To date, Texas 1is the only other stateto haveintroduced
legislation that would authorize state participation 1in the
Federal Crop Insurance Program.



Comments Concerning the Federal Crop Insurance Program
by William H. Beardsley, submitted to the
Senate Special Agriculture Committee in

Anchorage, Alaska on October 6, 1983

My name 1is William H. Beardsley. I am director of the Division of
Finance and Economics, Department of Commerce and Economic Development,
State of Alaska. I am not an expert on Federal Crop Insurance nor do |
propose to take a position on the advisability of the State underwriting

part of the premium. Rather, |1 would like to make a few observations.

It is my understanding that the Federal Crop Insurance Program (FCIP) s
a program to insure a farmer against low crop yields rather than low
price and that basically the Federal Government underwrites the program
by about 30%. Stated another way, the program plans to pay out $1.00,
9t of which goes out on a recurring basis and 10<t is set aside for
catastrophy. For this, the farmer and/or the State pays 70t In fact,
the federal subsidy is greater than 30% because the feds pick up admin—
istrative costs, such as the adjuster who is in Delta Junction right

now.

If my understanding is correct, a region is classified as having a
certain average yield per acre given certain minimal production practices.
Ultimately, an individual fanner can receive his own average yield

classification.



Next, each fanner may select the percent of average yield he would like
to have guaranteed and the price he would like to be paid for his
deficiency if he falls below the guaranteed level. Depending on his
selection, a federally subsidized premium is established which he must
pay. Federal legislation permits the State to pick up a share of that
premium. In Alaska, talk of the State picking up 30% of the premium has

been discussed.

While the following comments may include same inaccuracies, | believe

they are issues deserving of further consideration.

First, where an average yield is established for an area, say Delta,
there appears to be a greater incentive for low yield producers to
participate in FCIP than high yield producers since they are statis—
tically more likely to collect. This inequity can be addressed by

developing different average yields for each farm.

Second, if FCIP r, eduction standards d”e not rigorous, a farmer might
profit by reducing standards to maximize insurance in the short run.
For FCIP to enhance fanning practices, high standards must be strictly

enforced.

Third, the State may opt to be reimbursed for its share of the invest—
ment when a failure occurs rather than have the total reimbursement gc
to the farmer. In essence, if this strategy is used, the State sub-—

sidizes success rather than failure and program costs are reduced. The

pros and cons of State reimbursement should be studied carefully.



Fourth, it is my understanding that there is nothing sacred about a
State contribution of 30% and that participation rates in other states
are rarely high. This suggests that a ceiling of, say, $100,000 and a
variable State percentage contribution could be used, thereby fixing the
State®s annual outlay. At 30%, $100,000 would insure 27,000 acres. If
more acres were insured the percentage State subsidy would fall and if
fewer acres were insured 30% could become a ceiling and the State would
not expend the entire amount. Methods for limiting State exposure might

be worth investigating.

Fifth, the State contribution need not be seen totally as a subsidy.
This form of insurance may partially replace other public safety nets
and may provide insurance compensation in lieu of reimbursement to
fanners for damage by bison. Pennsylvania has such a wildlife com—
pensation clause in its insurance contribution. The benefits and costs

other than direct assistance should be considered.

Finally, it is probable that subsidizing an insurance program in early
years of agricultural development, when crop yields are likely to fluctuate
most broadly and capitalization 1is generally weakest, is least likely to
undermine free market forces than in a mature production region. A

phase out or sunset provision for State subsidy might be considered.

Thank you.

WHB/wfs3/7
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MEMORANDUM

02 001A (Rev, 10/791

State of Alaska

TO DATE
Senator Bettye Fahrenkamp 1/19/84
FILE NO
prjfj TELEPHONE NO
from Bill Heim, Director subject; S.B 336
Division of Agriculture
, Department of Natural Resources
. V
m
The administration requests that the following amendment
be added to S.B. 336.
. gy < )
ugivi "l *r7  C "
03.10.030 (o) An applicant for a short term loan
may be required to purchase insurance through the
. Federal Crop Insurance program.
i
1"y
\O The Agricultural Revolving Loan Fund Board (ARLF) has
been doing this on a selective basis during the past
year. If this amendment was part of the statute it
would give the ARLF Board a more solid base to require
certain borrowers to participate in the Crop Insurance
Program. Since the State 1is the major lender of
operating funds to small grain farmers, the ARLF shouli
make every effort to protect its collateral through the
Crop Insurance Program.
cc: Sharon Barton, Special Assistant
Dean Brown, Deputy Director
"r P o
i-V J(
tr L* §F =T *(crtucC.
-
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A CROP [INSURANCE PRIMER

BACKGROUND

The Federal Crop Insurance Corporation (FCIC), some 45 years old, is the
Federal agency charged with administering a nationwide crop insurance program
which 1is the American producer®s primary source of risk protection.

The program, initially very limited, was overhauled by the Federal Crop
Insurance Act of 1980, which authorized crop insurance coverage of every
commercially grown crop in the U.S., plus timber, livestock, and aquaculture.
Today, crop insurance coverage is offered on over 30 major crops in 3,UUU U.S.
counties. Virtually all former "disaster crop" acreage is or soon will be
covered.

HOW DOES IT WORK

A crop insurance policy can be designed to accommodate a producer®s individual
needs; more than 5U different coverage options are available.

YIELD GUARANTEES. The 1980 FCI Act limits crop insurance coverage to 75
percent of a producer®s average yield. Crop insurance offers yield guarantees
at 50, 5, or 75 percent of average yield.

Although the average yield on most crops is determined on an “&rea coverage"
basis, FCIC"s Board of Directors recently approved using a producer®s actual
production history as the sole basis for yield guarantees. Producers have
often complained that area coverages are substantially lower than the
production expectations on their farms, making crop insurance less desirable.

Actual production history will be used to determine guarantees on cotton and
rice beginning in 1984; other insured crops will join the program by 1987.

PRICE SELECTIONS. A producer nvy select one of three different prices for his
policy. Price selections are made for each crop by estimating the harvest,
price for the crop, and pegging the top value at 90 percent of that price.
Price selections change annually and represent high, medium and low harvest
price estimates.

PREMIUMS. Premiums are calculated to cover risk of loss and are adjusted
periodically to account for changes in loss history. The FCI Act of 1980
requires that the crop insurance program be actuarially sound. To accomplish
this, FCIC maintains a loss ratio (indemnities paid vs. premiums collected)
goal of .90, with the remainder intended to cover catastrophic losses.

The Federal Government subsidizes producer premiums at 30 percent up to the 65
percent coverage level. The dollar subsidy at the 75 percent coverage level
remains the same, but the percentage is understandably lower.

INDEMNITIES. Indemnities are paid whenever the producer®s actual yield falls
below his yield guarantee. The difference between the two yields is
multiplied by the price election and the number of acres insured. The result

is the indemnity due.



9.

HAIL-FIRE OPT OUT. A producer carrying private hail-fire coverage may exclude
such coverage from his policy and receive a commensurate premium reduction.
Private hail-fire coverage, however, must be in an amount equal to or greater
than that which would be provided under an FCIC policy.

CROP INSURANCE-POLICIES. Crop insurance policies are continuing contracts
which renew automatically unless specifically cancelled in writing by the
insured or insurer. Unpaid premiums may result in the cancellation of a
policy if the account is not settled by a predetermined "termination date."

HOW IS IT DELIVERED

The FCI Act of 1980 established a dual delivery system for crop insurance,
with each system utilizing the insurance resources of the private sector.

MASTER MARKETERS. General Sales and Service Agencies (known as Master
Marketers) with at least 25 agents contract with FCIC to write policies on
FCIC paper. Master Marketers provide management, supervision, contract
servicing and quality control, and the Federal Government compensates the
agencies on a commission basis.

Training for Master Marketing agents is provided by FCIC, and all such agents
must be licensed and certified in the crops they intend to sell.

Additionally all loss adjustment functions on master marketer policies are
carried out by FCIC.

REINSURED COMPANIES. Under this system, private Multi-Peril Crop Insurance
Companies write crop insurance policies under their own brand names, but in
identical terms and cor.ditior.s as Master Marketers. The Federal Government
reinsures the private companies against catastrophic loss and compensates them
for sales and loss adjustment functions.

Reinsured companies provide marketing, distribution, servicing, training,
quality control, premium collection and loss adjustment functions.

ASCS. In a small number of counties with marginal agricultural activity, ASCS
will continue to provide crop insurance sales and service. As private
delivery systems become available in these counties, it is anticipated that
ASCS activity will be phased out.

SHARE OF BUSINESS. As more private companies handle the crop insurance line,
the share of business written by reinsured companies will continue to grow.

In crop year 1982, when relatively few MPCI companies were writing crop
insurance, reinsured companies accounted for only 20 percent of FCIC"s total
book of business. Although final crop year 1988 figures are not yet in, it is
estimated that the reinsured share will increase to approximately 35 percent.
For 1984, we expect reinsurance to continue to grow and account for
approximately 45 percent of all crop insurance business.



United States Federal Crop Office of the Washington, D. C

Department of Insurance Manager 20250
Agriculture Corporation
T0: Interested Parties

FROM:  Manager

SUBJECT: State Participation in Federal Crop Insurance

Background:

The Federal Crop Insurance Act, as amended October 1, 1980, provices
under Section 508(b) (5) that:

"The Board (of Directors) may enter into agreements with any

State or agency of a State under which such State or agency may

pay to the Corporation additional premiumsubsidy to further

reduce the portion of the premium paid by farmersin each State."”

Discussion:

There are presently four methods available to the Corporation to
accommodate states desiring to participate in this progranm:

1. The State could make direct payments to the producers for a
specified share of the farmer-paid portion of his premium which
is paid to the Federal Crop Insurance Program. This would be 1in
the form of a State "refund"” for a pre-determined portion of
that premium.

2. The State could provide tax credits for participating
farmers on its State Income Tax returns. This would be
regulated strictly within each State and would have no direct
Federal connection other than added incentive.

3. The Federal government could bill each cooperating State for
its share of the additional payment- to be determined initially
by each State- at the time the acreage reports are processed and
the extent of farmer participation in each State is determined
for the crop year.

4. The State could offer the entire insuranceplanand FCIC or
a Federal agency could act asa reinsurer and share in the cost
to a pre-determined extent.

Tho Fedoral Crop Insuranco
Corporation is an agency ol tho
Department ol Agnculturo



Conclusion:

The Corporation will provide any information needed by states
participating in this program in order to facilitate the process and will work
directly with State officials to meet their particular needs. Following is an
example of the Cooperation®s work with officials to establish a program in
their State:

A State wished to explore the possibility of providing assistance to
farmers. Officials contacted us and asked that we provide estimated
premium volume 1in their State for the current and two succeeding
years. They selected option 3 as tneir preferred method of
compensating insured farmers. At their request, we met with budget
personnel and the Comptroller of that State to assist them in
arriving at dollar needs over the next two years and determining the
mechanism and frequency of billing for amounts due the Corporation.
We also offered suggestions concerning courses of action in the
event that demand exceeded funds available. At this point in time a
bill is now before the State Legislature for consideration.



United States Federal Crop Spokane N. 112 University Rd.

Department of Insurance Field Actuarial Suite 200
Agriculture Corporation Office Spokane, Washington 99206
To: Merritt W. Sprague, Manager August 25, 1983

FCIC, Washington, D. C.

Attention: Dennis Lynn, Comptroller

Subject: Alaska Proposed Legislation
(Conversation Knox — i. W. Ellis)

With regarus to the proposed Congrc jsional Affairs and Legislation Division of
FCI meeting with Alaskan agriculture officials to explain the advantages of
Alaskan legislation subsidizin~ premiums paid by farmers, ithas come" to our
attention that specific crop acreage, yields, and historicaldata is
unavailable to your office as Alaska does not have a strong data bank of such
information as it is "new””on the agriculture scene.

The attached information was put together using existing Alaska Statistical
P.eporting Service (SRS) data, present insurance premium rates, participation
levels, and the following assumptions:

1. FCI Management will approve additional crops for insurance purposes in
Alaska 1982-1990.

2. Alaska cropland eligible for insurance purposes will expand at the rate of
10 percent per year 1982-1990 inclusive.

3. Projected actuarial information, 1i.e. percent of participation, production
guaranteed, settlement price election, and crop premium rates are based
upon existing programs and projected risk rate levels as viewed by SFAOQ
Director Knox.

With regards to data shown on attachment 5, base year of 1981 was used as it
more closely fits the "norm"™ than 1982 due to extreme climatic conditions
during 1982 crop year.

If Mr. Lynn, or one of his staff, has any questions with regards to this
situation or wishes further verification, please contact Mr. Knox.

Director

Attachments (5)

Tho federal Cfcp Insurance
Corporation is an agency ol tho
Department ol Agrvcuiture



District

Tanuna Valley

Matanuska Valley

Kenai Peninsula

State Total

Year

1975
1976
1977
1978
1979
1980
1981

1975
1976
1977
1978
1979
1980
1981

1975
1976
1977
1978
1979
1980
1981

1975
1976
1977
1978
1979
1980
1981

BARLEY

T ry». g lB’ Walls

ALASKA

1975-1981

(Total State Acres through 1982)

Area
Planted
Acres

300
157
1,350
2,500
4,400
12,500
15,600

1,200
1,175
1,720
1,710
2,050
1,400

900

100
50
30
90
50

100

1,600
1,400
3,100
4,300
6,500
14,000
16,500

Area Harvested for Grain

Acres

250
175
1,300
2,450
4,080
10,600
5,800

1,200
1,125
1,300
1,550
1,720

900

700

50

1,500
1,300
2,60.
4,000
5,800
11,500
6,500

Yield Production

Bu. Bu. Cwt. Value
(000) (000)

21.7 5.4 2,600 23.4
34.3 6.0 2,900 26.0
47 .6 61.9 29,700 .240.0
33.9 83.1 39,900 310.0
45.6 186.0 89,300 536.0
29.2 309.6 148,600 904.0
32.9 191.0 91,700 774.0
52.4 62.9 30,2.00 255.0
54.2 61.0 29,300 235.0
49.3 64.1 30,800 239.0
43.2 66.9 32,100 260.0
58.7 101.0 48,500 325.0
32.7 29.4 14,100 113.0
38.6 27.0 13,000 120.0
33.3 1.7 800 8.6
47.0 70.0 33,600 287.0
51.5 67.0 32,200 261.0
48.5 126.0 60,500 479.0
37.5 150.0 72,000 570.0
49t5 -287.0 137,800 861.0
- 29.5 339.0 162,700 1,017.0
33.5 218.0 104,700 894.0



District

Tanana Valley

Matanuska Valley

Kenai Peninsula

State Total

Year

1975
1976
1977
1978
1979
1980
1981

1975
1976
1977
1978
1979
1980
1981

1975
1976
1977
1973
1979
1980
1981

1975
1976
1977
1978
1979
1980
1981
1982

0ATS

Area
Planted
Acres

3,000
2,900
1,500
2,000

400
2,100
5,100

900
700
800
600
500
600
600

400
400
500
500
300
400
300

4,300
4,000
2,800
3,100
1,200
3,100
6,000
3,200

- ALASKA

1975-1981
(Total State Acres through 1982)

Attachment 2

Area Harvested for Grain

Acres

250
250
300
450
150
450
300

150

50
100
150
150
150
200

400
300
400
600
300
600
500

Yield
Bu.

37.2
39.2
44 .8
48.6
54.2
42.9
47.7

50.0
43.8
62.0
45.8
50.0
45.3
37.0

42.0
40.0
49.0
"48.0
52 .IT*”
-"43.5
43.5

Bu.
(000)

16.8
12.0
19.6
28.8
15.6
26.1
21.7

Production
Cwt.

3,000
3,100
4,300
7,000
2,600
6,200
4,600

2,400

700
2,000
2,200
2,400
2,200
2,400

5,400
3,800
6,300
9,200
5,000
8,400
7,000

Value
(000)

24.5
24.5
35.5
57.5
19.0
52.0
39.0

19.5

5.5
15.5
21.5
22.0
29.0
26.0

44 .0
30.0
51.0
79.0
41.0
81.0
65.0



District

Tanana Valley

Matar.uslea Valley

Kenai Peninsula

State Total

Yeoir

1975
1976
1977
1978
1979
1980
1981

1975
1976
1977
1978
1979
1980
1981

1975
1976
1977
1978
1979
1980
1981

1975
1976
1977
1978
1979
1980
1981
1982

POTATOES - ALASKA

(Total State Acres through 1982)

Area
Harvested
Acres

120
95
95

125

110
95
80

390
400
405
300
330
340
395

20
15
20
25
20
25
25

530
510
520
450
460
460
500
480

1975-1981

Yield
Cwt.

125
108
103
135
159
129
110

230
196
253
205
190
184
204

200

147
145
105
185

80
228

205-
178
222
180
185
167
190

Attachment 3

Production

Cwt.

15,000
10.300

9.800
16,900
17,500
12.300

8.800

89,70d
78.500
102,300
61.500
63,800
62,700
80.500

4.000
2,200
2,900
2,600
3.700

2.000

5.700

108,700
91.000
115,000
81.000
85.000
77.000
95.000

Value

(000)

210.0
135.
123.
223.
254.
247 .
191.

O O O o oo

1.038.
927.
1.163.
688.
745.
1.176.
1.591.

O OO oo oo

56.
30.
37.
21.
47.
40.
118.

O O O OO0 o o

i.3804.
1,0%92.
1.323.

932.
1.046.
1.463.
1.900.

O O O o o oo



District

Tanana Valley

Matanuska Valley

Kenai Peninsula

Southwest 1/

State Total

Year

1975
1976
1977
1978
1979
1980
1981

1975
1976
1977
1978
1979
1980
1981

1975
1976
1977
1978
1979
1980
1981

1975
1976
1977
1978
1979
1980
1981

1975
1976
1977
1978
1979
1980
1981
1982

1/ Includes Southeast.

ALL HAY

(Total State Acres through 1982)

Area

FORAGE
- ALASKA

Harvested

Acres

4,600
4,350
3,600
3,850
3,000
4,900
6,200

7,600
7,350
6,570
6,600
6,200
6,250
6,200

2,050
1,900
2,030
1,650
1,400
1,450
1,900

150
100
100
100
200
200
100

14,400
13,700
12,300
12,200
10,800
12,800
14,400
13,100

1975-1981

Yield
Tons

[ e

S e PR R PR R R N el

| = o N o

.72
.56
-39
.53
.03
.86
-39

.45
.33
.92
.80
.73
.34
.55

.17
.00
.43
.52
.29
.38
.00

.67
.00
.00
.00
.00
.00
.00

.49
.36
.67
.67
.46
217
.40

Production

Tons

7,900
6,800
5,000
5,900
3,100
4,200
8,600

11,000
9,800
12,600
11,900
10,700
8,400
9,600

2,400
1,900
2,900
2,500
1,800
2,000
1,900

100
100
100
100
200
400
100

21,000
18,600
20,600
20,400
15,800
15,000
20,200

Value
(000)

979.
788.
635.
711.
380.
580.
1,317.

1,420.
1,268.
1,670.
1,578.
1,420.
1,160.
1,595.

370.
255.
462.
349.
232.
300.
304.

13.
14.
»1l4.
14.
22.
60.
16.

2,782.
2,325.
2,781.
2,652.
2,054.
2,100.
3,232.

O OO O o oo O O O o o o o O O OO O o o O O O O o oo

O O OO o oo



Cr/Yr Acres
Barley

1981 16,500
1935 24,000
1990 38,700
Oats

1981 6,000
1985 8,800
1990 14,200
Potatoes

1981 500
1985 800
1990 1,300

Forage (All
1981 14,
1985 21,
1990 33,
Total Acres
1981
1985
1990

Hay)

400

000 i

800

- all 4

37,400
54,600
88,000

807
Insured

13.200
19.200
30,960

4,800
7,000
11,400

400
640
1,040

11,520
16,800
27,040

crops

Bushel
Guarantee

30

396.000
576.000
928,800

50

240.000
352.000
568.000

150 Sacks

60,000
96,000
156,000

.8 Tons

9,200
13,440
21,600

Settlement
Price
Election

$2.60
$1,029,600
1,497,600
2,414,880
$1.70
$ 408,000
598,400
965,600
$4.00
$ 240,000
384.000
624.000
$45.00
$ 414,000

604,800
972,000

Total

Attachment 5

Premium
Rate

.20
Liability
Liability
Liability

.20
Liability
Liability
Liability

.25
Liability
Liability
Liability

.25
Liability

Liability
Liability

tion assumptions)

Projected
Premium
Subsidy

.30
$ 62,000
90,000
145,000
.30
$ 24,500
35,900
58,000
.30
$ 18,000
28,800
46,800
.30
$ 31,000

45,400
72,900

Projected Premium Subsidy -
all 4 crops (based on our expand-

—_— r—

1981 $135,500
1985 200,100
1990 322,700

I,». %«
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FCIC makes greater efforts to help farmers
through difficult times

Today's high production costs, poor market prices, and
commodity oversupplies make farming as an occupation a
"rough row to hoe." FCIC is working to support farmers
through innovative crop insurance programs. See how
inside this issue.



Farmers like freedom to choose with hail and fire exclusion

Many farmers around the coun-
try like what they don't get with
their Federal Crop Insurance poli-
cy: that is, hail and fire coverage.

Excluding hail and fire coverage
from the Federal Crop Insurance
policy is optional with the insured
and is done by crop. The insured,
however, must provide evidence of
minimum hail and fire coverage
before he opts out of the FCIC or
multiple-peril coverage.

To exclude hail and fire protec-
tion, the producer must substitute
an amount of private hail and fire
protection that is at least equal to
that provided under the Fede.al
Crop Insurance policy.

There are several significant
differences between Federal Crop
Insurance policies and the hail and
fire coverage provided by other
companies.

For example, with the crop hail
and fire policy, the producer sets
the wvalue of his crop (not to
exceed normal market value). With
the crop insurance policy, the
value of the crop is based on the
price selection and the yield
guarantee established by the Cor-
poration. Undei tho crop insurance
policy, 75 percent, 65 or 50 per-

Inside this Special Edition:

Formors like freedom to choose

cent of the area or proven yield
may be insured.

In addition, losses are adjusted
under the crop hail and fire poli-
cies on an acre by acre basis.
Losses under the crop insurance
policy are calculated by farm unit
(@ unit being established by Cor-
porate guidelines).

When the producer opts for the
exclusion, the crop insurance
premium is reduced to reflect the
lowered risk due to the elimination
of these perils as insured causes
of loss. The base premium is re-
duced by the lesser of (a) a reduc-
tion shown in a Corporate county
actuarial table worked out for this
exclusion, or (b) the premium rate
paid to another source.

The Corporation will make ap-
praisals for wuninsured causes in
the event that the hail or fire loss
occurs prior to a loss by an in-
sured cause. The appraisal is done
when the percent of the hail or
fire loss for the unit exceeds the
deductible under the crop in-
surance contract.

When the insured farmer has 75
percent coverage (25 percent
deductible), appraisals are done
when there is more than 25 per-
cent damage to that unit. At 65

with hail and fire exclusion page 2
County expansion set for 1983 page 3
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Improved I'YCP offers higher coverage page 4
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percent coverage (35 percent
deductible), when there is more
than 35 percent damage to that
unit. At 50 percent coverage (50
percent deductible), damage must
exceed 25 percent for the unit.

Crop insurance yield guarantees
are, in effect, reduced when hail
and fire losses exceed the deducti-
ble and the opt out provisions ap-
ply. The formula for calculating
the reduction is: 100 percent of
the expected vyield is divided by
the level of coverage (75, 65, or
50 percent) and multiplied by the
percentage of crop hail loss that
exceeds the deductible. The result
is the percentage in reduction in
yield guarantee.

For example: Assume a 100
bushel average yield and a 40 per-
cent hail loss. Without a hail loss,
yield guarantees would be 75
bushels, 65 bushels, and 50
bushels per acre under the respec-
tive 75 percent, 65 percent, and
50 percent elections. With the
above 40 percent hail loss, the
yield guarantees would be reduced
to 60 bushels per acre for both
the 75 percent and 65 percent
elections but would remain at 50
bushels under the 50 percent elec-
tion.

According to FCIC Manager Mer-
ritt Sprague, approximately 85
peicent of all hail and fire losses
are less than 25 percent of the to-
tal crop value on a unit basis.

"Only about 15 percent of FCIC
insureds who have a hail or fire
loss would have their FCIC vyield
guarantee roduced,” says Sprague.

Excluding hail and fire coverage
from tho Federal Crop Insurance
policy and substituting coverage
from another hail and fire com-
pany isn't the only option that
farmers have to cjstomize their
crop insurance protection. Farmers
have the choice of buying at the
same time both Federal Crop In-
surance coverage for hail and fire
and private hail and fire coverage.

In many States, farmers may
buy "companion" hail and fire in-
surance policies. These policies
protect only the deductible portion
not protected under Federal Crop
Insurance. O

County expansion set for 1983

FCIC's Board of Directors has
approved 823 additional county
programs for 1983 crops.

Crops included in the additional
county programs for 1983 are:
Soybeans in 285 counties, oats in
384, potatoes in 45, peanuts in
33, tobacco in 70, peaches in 4,
and grapes in 3.

"FCIC currently insures 28 crops
in 14,498 county programs across
the nation,” says FCIC Manager

Merritt W. Sprague, "This most re-
cent expansion represents the
Corporation's continuing effort 1c
extend crop insurance programs to
all farmers in all counties. These
needed programs will allow pro-
ducers to obtain the risk manage-
ment  protection necessary in
today's economic situation."

In selecting new counties in
which crop insurance is to be of-
fered, the Corporation takes into
consideration the demands of the

farmers for such insurance, the
extent to which such insurance is
available to commercial producers,
and the anticipated risk of loss to
the Corporation.

Counties that are selected for
expansion must be representative
of the several areas where a par-
ticular commodity is normally pro-
duced. In addition, income from
the commodity must constitute an
important part of the total agricul-
tural income for the county. O

Late Planting Agreement Option extends protection

Thanks to FCIC's new Late
Planting Agreement Option, farm-
ers will be able to purchase in-
surance protection presently
denied them when they miss last
planting dates because of bad
weather. The Option will allow
coverage to be extended on
acreage which cannot be planted
until after the final planting date.

Under old FCIC policy, insurance
coverage was rejected on all
acreage the insured farmer was
unable to plant by the final plant-
ing date set by the Corporation. In
some cases, FCIC extended plant-
ing dates to give farmers kept out
of the fields by bad weather a
chance to buy some crop protec-
tion. This action, however, in-
creased the Corporation's actuarial
risk.

Tho Late Planting Agreement
Option eliminates any need for ex-
tending planting dates while pro-
viding producers with needed cov-
erage that is actuarially sound.

Insured farmers who elect to
use the Late Planting Agreement
Op'.ion must complete and sign a
special form approved by the Cor-
poration. Their coverage will ex-
tend to most spring planted
acreage planted up to a maximum
of 20 days after the final planting
date. The production guarantee on
tho acreage will be reduced 10
percent every five days up to the
20th day following the final plant-
ing date. The premium rate will
remain constant for the coverage
provided.

On the final planting date for
the crop to be insured, the farmer
must advise his agent that some
acreage is not yet planted. The
agent will advise the insured of
options to self-insure or to have
FCIC's insurance for late planted
acreage.

If the farmer selects the Late
Planting Agreement Option, the
agent will prepare the agreement

for the insured's signature as soon
as possible. The Late Planting
Agreement Option will be coded as
? practice with the planting date
determining the guarantee. The
summary of protection that is
given to the insured will reflect
the correct guarantee.

Implementation of the Late
Planting Agreement Option began
for crop year 1983. O

FCIC expands communications efforts

FCIC has introduced a
newsletter especially aimed to
guide  and inform corporate
spokespersons. The ne\A monthly
publication is called Spreading the
Word, a d the first issue was
mailed to a select audience in De-
cember 1982.

The newsletter keeps spokes-
persons informed on various cor-
porate issues and policy changes,
provides tips on promoting crop
insurance, and acts as a forum
whereby spokespersons can share
ideas among themselves.

Spokespersons are  farmers,
FCIC WAE personnel, and FCIC
representatives on the new Full
Time Family Farmer and Rancher
Development committees.

The editor of Spreading the
Word is Joyce McCoy. Relevant
news items should be sent to her

attention at: Federal Crop In-
surance Corporation; Room 4604
USDA South Bldg.; 14th and In-
dependence S.W.; Washington,
DC. 20250. Phone: (202) 382-
9830.

McCoy is also the editor of the
Spokesperson Information pack-
age. The package contains news
items about events within the Cor-
poration as well as clippings of
stories about crop insurance and
the Corporation from newspapers
from all around the nation.

Spokesperson Information is
produced monthly and mailed to all
FCIC Field Operations Office direc-
tors, all FCIC Field Actuarial direc-
tors, and all FCIC management and
division directors. Again, relevant
material for this package should
be directed to the attention of
Joyce McCoy. O



Improved IYCP offers higher coverage

Top producers will enjoy higher
coverage and relatively lower
premium rates under the improved
Individual Yield Coverage Plan
(I'YCP) for crop year 1983.

The improvements are the result
of producer requests and have the
wholehearted support of FCIC
management.

"I'm excited about these
changes,” says FCIC Manager Mer-
ritt Sprague, "because they should
make crop insurance more attrac-
tive to the good producers of this
nation. These changes promise to
overcome many objections to
inadequate coverage levels fre-
quently voiced by producers.”

Higher coverage

Among the improvements for
the IYCP is a change in the fc.mu-
la used to calculate coverage lev-

els. The 1982 IYCP required that a
farmer produce verifiable records
for production vyields for at least
the most recent three years that
the crop v s grown. The farmer's
total coverage was calculated on a
10-year base. For those years of
the 10-year base for which the
farmer had no crop records, the
area-average yield was used in-
stead.

Under the new plan, t
farmer's actual yields continue to
be used for the proven period. The
yield for the years of the 10-year
base period without records are
determined by multiplying the
county Statistical Reporting Ser-
vice (SRS) yields used by the Cor-
poration for those years by the
farmer's index. The farmer's index
is determined by dividing the
yields from the farmer's records by

the SRS yields for those years. See
the example provided.

The end result under the new
plan is that the amount of cover-
age available to the more success-
ful farmer is significantly increased
without additional premium cost.

Farmers who qualify for the
higher coverage unde* the new
IYCP will pay premium rates based
on the ordinary area-coverage plan
yield.

Limited certification

The new plan will accept limited
certification for corn, grain
sorghum, barley, and oats where
production was fed to livestock or
poultry.

In order to give these farmers
the opportunity to correct the
yields for their farms when the

Continued on page five

INDIVIDUAL YIELD COVERAGE PLAN - IMPROVED APPROACH FOR 1983 SPRING CROPS

Most recent year
2nd most recent year
3rd most recent year

Average

Producer Index: 110 75 1.47

Yield calculation:
Farmer's records (3 years)

7 years (no records) X
70 bushels per acre x
1.47 Index =

Farmer's records
“*jeld per acre

120
100

110
110

SRS county records
Yield per acre

80
75
70

75

Statistical Reporting Service yield used by FCIC for
missing years of the 10-year base period = 70.

120
100

110

720

(050 > 10 = 105 bushels per acre

Premium cost per acre will be the same as //or the area coverage plan.

1982 Individual Yield Coverage Plan:

Farmer's records

7 years x 80 bushels (FCIC
level guarantee 1x2)

Premium cost per acre was 11 percent higher than for the area coverage plan.

4

120
100
110

560

890 -r 10 = 89 bushels per acre

Producers' reported yield option
may provide easy access to IYCP

Trying to sort through the many
abbreviations used by the Govern-
ment C3n be maddening, but here
is one that is worth taking the
time to learn: I'YCP.

IYCP stands for the Individual
Yield Coverage Plan. This plan be-
gan operating nationwide nearly a
year ago with spring-planted corn,
cotton, grain sorghum, rice and
soybeans, and wheat and barley
with a December 1 cancellation
date.

The 1YCP was designed to at-
tract farmers who felt that the
area-average guaranteed by crop
insurance did not accuratel,1 re-
flect their own production experi-
ence. Under this plan the farmer
must provide satisfactory records
of acreage and production for at
least the most recent three years.
This information is the basis for
the calculation of the individual
producer's yield on which FCIC
coverages are based,

These certification requirements
are difficult to meet for those pro-
ducers who customarily feed their
crop production to livestock or
poultry and who do not have ade-
quate records to be eligible for
USDA proven yield programs. The
solution to their problem may be
the special option to the I'YCP.

Tha option to IYCP (which in-
cludes limited certification of
yields by the producer) will begin
on a limited basis and will be
available only on corn, grain

sorghum, barley and oats in cer-

tain counties which are yet to be

announced by FCIC Manager Mer-
ritt  Sprague. The Corporation
plans, however, to begin its
newest and most innovative pro-
gram with 1983 spring crops.

Producers who wish to take ad-
vantage of the iYCP option will be
required to provide the following
information to their ASCS county
office:

e Satisfactory acreage and yield
data for at least the most re-
cent crop year. (FCIC will assist
producers with acreage and
esicld determination if the pro-
ducer makes the request while
evidence still remains.)

e Acreage and vyield records for
the crop for the prior years
even though such records
might be incomplete.

e Feeding records, livestock and
poultry production rec'rds, fer-
tilization and liming records,
soil conservation methods
used, land tillage practices, in-
secticide and herbicide records,
planting pattern and population
data, and equipment adequacy
information.

e Certification of acreage and
yield data for the previous
second and third year when
such information is not avail-
able from written records.
Under the option, certified yields

provided by the producrr will be

reviewed by the ASCS committee.

Improved IYCP offers higher coverage

Continued from page four

area coverage plan did not accu-
rately reflect their productivity,
the Corporation has developed an
option to the IYCP plan which ad-
dresses their situation. This special
option requires verifiable records
for at least the most recent year if
other conditions are met and thus
allows the farmer higher crop in-
surance coverage at a higher
premium cost than the regular
1YCP.

In the past, many farmers
balked at purchasing crop in-
surance because they felt that the
coverages offered by FCIC on cer-
tain crop programs did not accu-
rately reflect their actual produc-
tion levels. These methods which
allow farmers to improve their
coverages are the result of FCIC
management responding to farm-
ers’ suggestions on how to in-
ciease participation in the pro-
gram. D

The certified yields may be adjust-
ed based on FCIC guidelines prior
to the final vyield determination
shown on the worksheet approved
by ASCS.

To qualify for the spacial option,
producers must agree to the fol-
lowing conditions:

e Only natural units will be con-
sidered. Any unit division
guideline provisions of any par-
ticular crop insurance policy
will be disregarded for the pur-
poses of the option.

e Annual records of acreage and
yield must be provided for each
future year that the insurance
is in force under the option.
Failure to provide such infor-
mation on a timely basis will
result in the insurance being
based on the area-yieid cover-
age plan.

e As soon as three consecutive
years of acreag and yield data
are available, the producers us-
ing the option must convert to
the regular I'YCP for determin-
ing yields. O

Loss adjusters
get training

To handle claims more quickly
and with fewer errors, FCIC will
provide training for 4,500 contract
Ic s adjusters this year.

Training began January 31 and
will be completed by April 14 in
122 locations around the country.

According to FCIC Manager Mer-
ritt Sprague, one of the objectives
of the training is iO cut the aver-
age time it takes to handle a claim
down to 30 da-s The average
was 45 days in 1931.

The Corporation will employ no
adjusi to perform field inspec-
tions without supervision until
they successfully complete the
course of study. Al FCIC adminis-
trative and supervisory personnel
also will be required to attend the
loss adjuster training.

Continued on page eight



ARCIE is ready!

Crop insurance can get complicated, but weighing its
benefits is easy with new microcomputer software.

Crop insurance's new microcom-
puter software package is ready
for distribution and sale through
Texas A&M University and some
State Extension Service offices.

ARCIE—AII-Risk Crop Insurance
Evaluation—is designed to help
producers assess their crop pro-
duction risk and provide a means
to evaluate crop insurance options
under the Federal program or other
private insurance plans.

Using producer-defined expecta-
tions or historical data, ARCIE
analyzes risk by means of simula-
tion techniques. Results are calcu-
lated for a single insured unit on a
planted (not harvested) per-acre
basis.

The program was designed and
tested by the Cooperative Exten-
sion Service. They arranged with
the Texas A&M University System,
the Texas Agricultural Extension
Service, and the Texas Agricultural
Experiment Station to do much of
the work on the project.

Configuration and cost

ARCIE will work well with most
Z-80, 64K, CP/M systems. The
software package is distributed on
8-inch SSSD CP/M and 5 1/4-inch
diskett for the Radio Shack Mod Il
Apple I Plus (CP/M), IBM PC
(CP/M), KayPro II, and other popu-
lar 64K microcomputers.

ARCIE must be configuied for
6cih specific microcomputer, but
tl s can be done at Texas A&M
University where the software is
available. However, such modifica-
tions will take time to convert,
thus delaying the date when they
will be available.

Dr. Steven Griffin, Assistant
Professor of Agricultural
Economics at Texas A&M and pro-
ject leader for the development of
the ARCIE program, stresses that
potential users wishing to pur-
chase the program must provide
information concerning their disk
drive as well as the type of
machine used.

"If we have the proper informa-
tion," says Griffin, "we promise to
make our best effort to accommo-
date the package to the user."

The package costs $95 and in-
cludes the master diskette, in-
structions on how to use the pro-
gram, and the background infor-
mation on risk management crop
insurance.

Where to buy, where to ask

ARCIE can be ordered by mailing
a check or money order to: The
ARCIE Project; Department of
Agricultural Economics; 107 Agri-
culture Bldg.; Texas A&M Universi-
ty; College Station, Texas 77843.
Make checks payable to "TAEX-
Crop Decision Aids."

For those individuals who pur-
chase the software package and
find they have trouble running it, a
hotline has been established at
Texas A&M University. User ques-
tions and problems can be ad-
dressed at this number until March
19: (713) 845-3929. After March
19, call (409) 845-3929. (Note:
These numbers art. for help only
with the program, nut for ordering
the package. The' are also not
toll-free numbers.

ARCIE will bo available to users
through all State Extension Service
Offices, some of which will offer

the package for sale. However,
changes in configuration to make
the diskett operable on a specific
microcomputer system can only be
done (in most cases) through Tex-
as A&M University.

FCIC is making a major effort to
acquaint State Extension Service
personnel with the crop insurance
program and the use of ARCIE so
that they can help tarmers.

To this end, FCIC conducted
four regio-;.! workshops that in-
cluded Extension State Farm
Management Specialists and other
specialists for each State. These
workshops were conducts in
January in Reno, Dallas, Chicago,
and Washington, D.C.

Easy to use

The ARCIE program is easy to
use. 1ne user is prompted for all
the input data required, input data
and results are displayed on the
console and may bt printed out on
a hard copy printer.

Input data may be stored for
later access or modification. One
or more input values can be
changed and analysis performed
without re-entering all the input
data.

ARCIE evaluates the impact of
crop insurance on net income.

probabilities of certain income
levels, and expected cost of parti-
cipating in a crop insurance pro-
gram. It measures the trade-offs of
income and risk exposure between
alternative levels of coverage
(yield guarantees and indemnity
price election). The same evalua-
tion can be made of crop hail in-
surance either in conjunction with
multiple-peril/Federa! Crop In-
surance or by itself.

ARCIE simulates the occurrence
of alternative prices and yields on
a per acre basis. By combining
prices and yields with production
cost information and the premium
structure of the insurance pro-
gram, at least ten tables and
graphics of alternatives are pro-
duced.

The program calculates the ex-
pected average income above
specified cost for each of nine
multi-peril insurance options.
(Three levels of indemnity prices
and three levels of yield guaran-
tees allow for nine different op-
tions in selecting a crop policy.)

The tenth alternative is crop hail
and fire insurance either opted in
or out of the multi-peril/Federal
Crop Insurance.

The eleventh alternative will be
for the non-insured option. The
amount of risk reduction will be
calculated by comparing any or all
the insured options with the non-
insured option.

The program compares the max-
imum possible loss among the op-
tions and compares the probable
ratios of premiums to indemnities
paid based on the conditions

Continued on page eight



Texas considers additional premium subsidy

Texas farmers will get a bigger
break on premium costs for crop
insurance if that State's legislature
passes a bill which would provide
for payment of an additional prem-
ium subsidy on policies.

State Senator Bill Sarpalius
(Dem.) of Hereford, chairman of
the Senate Subcommittee on Agri-
culture, announced on August 30,
1982 that his committee was to
draft a bill to allow for the addi-
tional subsidy. The bill was intro-
duced in January 1983.

If passed, the legislation would
make Texas the first State to pro-
vide such aid to the agricultural
sector

Although the Federal Govern-
ment currently pays up to 30 per-
cent of the premium cost to farm-
ers and ranchers insured under
Federal Crop Insurance programs,
only about one in five Texas farm-
ers purchase”™ crop insurance. Sar-
palius hopes that the additional i:S-
sistance from the State wi.l make
crop insurance more attractive to
farmers.

Sarpalius estimates that the
State subsidy program for cron in-

Loss adjusters get training

Continued from page fivu

Throe validation mootings were
conducted tho week of January 10
in Billings, Montana, Lubbock, Tex-
as, and Macon, Georgia.

"Validation meetings are a
necessary part of testing the
overall system of materials and
tost certification," says Robort Fox,
FCIC’s director of tho Claims Divi-
sion

Sites for tho validation meetings
were selected to reflect tho con-
centration of loss adjusters and to
include a variety of crops grown in
each area.

Planning for the training began
early in August 1982, and ques-
tionnaires were sent to Field
Operations Office Directors to
identify areas where major crops
are grown.

Participants for the validation
meetings were selected to

8

surance could cost $6 to $8 mil-
lion in its first year. He proposes
that the funds for the program
come out of a State surplus which
exceeds a billion dollars.

In justifying this expenditure,
Sarpalius notes that agriculture
ranks third —behind oil and natural
gas—among the major industries
in the State with revenues of $9.8
billion a year.

Under the Crop Insurance Act of
1980, Congress authorized the
States to pay an additional portion
of insurance premiums While Tex-
as is the first State to make a
serious move to provide the addi-
tional subsidy, other States have
expressed an interest in the con-
cept and are expected to closely
follow the progress of the Texas
biil. The move has been encourag-
ing to FCIC officials who have
pledged their support and coopera-
tion in the effort.

Ted Crouch, FCIC's Field Opera-
tions Office Director at College
Station, Texas, is especially
pleased about the possibility of the
subsidy beginning in Texas.

represent a mix of both experi-
enced and inexperienced loss ad-
justers," says Fox.

The entire training program, ac-
cording to Fox, consists of ‘ttroe
phases.

Tho first phase involves the
basic training and certification on
two specific crops. Loss adjustors
will not bo allowed to perform
held inspections vithout supervi-
sion until thoy successfully com-
plete this phase.

Tho second phase of training in-
cludes a reviow of work at the
field level which complies with an
es'ablished minimum error rate.

During the third phase of train-
ing, the adjustor must acquire suf-
ficient field experience to adjust
lossos on additional crops. This
last phase cannot be completed
without the recommendation of
the Quality Assurance Leader, ac-
cording to Fox. O

"We all know, how severely the
agricultural sector of our State’s
economy has suffered recently,”
said Crouch (ed. note: In spring
1982 the Texas High Plains area
was hit by a series of devastating
hail storms and high winds.). "Dur-
ing this period, FCIC's capacity to
relieve these adverse conditions
has been limited in many areas of
the State because of low partici-
pation. The action being initiated
by the Senate Subcommittee on
Agriculture will almost certainly
stimulate greater producer accep-
tance."

For the 1982 crop year an es-
timated 1.9 million acres of Texas
crops were covered by crop in-
surance, Maximum iiability on
these acres exceeded $200 mil-
lion. O

ARCIE is ready!

Continued from page uoven

described by the user. These may
aither be the same as those
recorded or they may be modified
as the operator sees fit.

The ARCIE evaluation will likely
be beneficial to insurance agents
in explaining the crop insurance
program. However, it must be
remembered that the computer
can only work with tangible
values. The insurance agent must
holp the customer place a value on
such intangibles as peace of mind
and security.

Agricultural lenders also have
oxprossod initial intorost in ARCIt
as it will help formers to better
define income and risk probabili-
ties and determine which in-
surance options best fit individual
situations.

ARCIE'S beginnings

According to Dr. Griffin, he and
other members of the Texas A&M
staff began to take a closer look
at crop insurance programs shortly
after disaster payments were done
away with under the Agriculture
and Food Act of 1981.

"The variety of options offered

under crop insurance can got pret-
Continuud on pay* rune

Corn, cotton and soybean policies undergo revision

In an eff.ort to make corn, cot-
ton and soybean insurance more
attractive to producers, FCIC has
approved several amendments to
each policy.

Many of the revisions to these
policies are a direct result of
meetings between producers and
FCIC management.

Corn policy

Among the most significant
changes in the new corn policy is
the elimination of the provision for
reduction of coverage when
acreage is unharvested.

The substitute crop prc vision
also has been eliminated since
very few substitute crops are
planted due to the Ilimitations
resulting from herbicide usage.

Regulations for the corn policy
were revised to provide for a
silage-only guarantee in areas
where appropriate. References to
true silage-type corn were elim-
inated in the revised policy. Seed
com companies have stopped pro-
duction of seed for this type of
com plant.

The revised com policy provides
for a reduction of silage tonnage
to be counted whsre the guarantee
is expressed jn both tonnage and

ARCIE is rr adyl

Continued from page eight

ty complicated," says Griffin, "and
we started to work on a micro-
computer program as an ideal tool
for examining crop insurance op
tions as well as former risk."

In early Septemoor 1982 FCIC
inquired about the possibility of
the Extension Service providing as-
sistance in the development of a
microcomputer program for use by
farmers in making 1983 crop in-
surance decisions. In responding to
the FCIC request, tho Extension
Service staff found that the Texas
A&M slrff had already substantial-
ly devepx.id a microcomputer pro-
gram.

The Texas A&M model, howev-
er, needed modification, accelerat-
ed devalopment, and adaptation
for field use. So that the micro-

bushels and the grain content of
the silage is below 4.5 bushels per
ton. This applies only in counties
where a tonnage guarantee is in
effect and production is counted
based on tons.

A provision has been added to
clarify appraisals, insurance period,
and notice of loss in counties with
both grain and silage guarantees.

The 50-percent coverage penal-
ty has been eliminated when dam-
aged corn acreage is planted with
another insurable crop that will be
harvested the same year.

A replanting provision was ad-
ded to cover the actual cost of re-
planting a corn crop. The replant-
ing indemnity will be paid if at
least 10 acres or 10 percent of a
unit is replanted and potential pro-
duction is appraised at less than
90 percent of the guarantee.

The revised policy provides for
quality adjustment on insured com
when kernel damage is more than
15 percent. The revised policy
contains a foimula for determining
the amount of poor-quality pro-
duction to be counted based on a
value comparison with U.S. No. 2
com. (FCIC defines poor quality
corn as having over 40 percent

computer program would be ready
for the 1983 crop year, Extension
Service and FCIC staff moved
quickly to prepare an interagency
agreement and a cooperative
agreement with the Texas Exten-
sion Service.

The Toxas Extension Service
agreed to complete development
and field testing of the microcom-
puter program. Texas has a
cooperative agreement with the
Michigan Extension Service to pro-
vide assistance in field testing the
program. Texas will also distribute
and sell copies of tho program and
materials.

A technical advisory committee
consisting of representatives of
the four regional Extension Farm
Management Committees has been
organized to assist with the pro-

moisture or less than 40 pounds
per bushel test weight.)

Cotton policy

Of major importance to cotton
producers is an increase in cover-
age levels brought about by chang-
ing the stage guarantees. Growers
felt that the first stage guarantee
in the old policy was inadequate to
cover actual production expenses.
They objected to the fact that the
third stage guarantee could seldom
be realized due to the reduction in
indemnity for unharvested acreage.

FCIC has eliminated the reduc-
tion in guarantee for unharvested
acreage and combined the second
and third stage guarantees. Cover-
age will be established at the full
guarantee for both the second and
third stages.

The first stage guarantee in-
creased to 60 percent of the full
coverage.

According to FCIC's new defini-
tion, the first stage ends ™after
blooms are shed or 50 days after
the final planting date, whichever
comes first.” The new definition
should satisfy the growers' com-
plaint that they must keep poor
cotton stands until the blossoms

Continued on pegu twelve

ject. Members are: Gayle Willette,
of Washington State University;
Don Pershing, Purdue University in
Indiana; Doug Jose, University of
Nebraska; Dan Smith, Clemson
University, South Carolina; Don
Tilman, University of Delaware;

Economists working on program
development include James
Ahrenholz, James McGrann, Ed
Rister, all of Texas A&M; and J.
Roy Black of Michigan State
University.

Dr. Buol Lanpher, program leader
of the Farm Management Division
for the Extension Service, Wash-
ington, D.C. and Gene Gantz, spe-
cial assistant to the FCIC manager
ore the coordinators for Extension
Service and FCIC and have played
an important role in the project. O



Financial standards set for Master Marketing companies

FCIC has developed specific
financial standards that must be
met by private insurance com-
panies seeking Master Marketing
Agreements with the Corporation
for the 1983 spring crop year.

Applicants are regarded as fully
acceptable if they meet the fol-
lowing requirements:

e The ratio of current assets to
current liabilities exceeds 1.2
to 1, and

e Current assets exceed current
liabilities by an amount equal
to at least 3 percent of antici-
pated premium volume for the
period covered by the annual
plan of operation, and

e« There is no significant adverse
information on the company.

For the 1983 spring crop year,
interested companies were re-
quired to submit a plan of opera-
tion and a financial review com-
pleted by a Certified Public Ac-
countant. The review verified that
the applicant company or agency
meets FCIC's financial standards.

For the 1984 crop year sale
(1983 fall-planted crops), appli-
cants must submit along with their
proposed plan of operations a CPA
Audit. The Audit must show that
the applicant meets FCIC financial
standards.

If the applicant's financial posi-
tion is determined by FCIC to be
less than fully acceptable, FCIC
will refuse an agreement. FCIC
may grant waivers to the financial
standards, however, when the ap-
plicant submits a plan determined
to satisfactorily eliminate the defi-
ciency. In su .i, cases, considera-
tion will be given to:

e Proof of line or letters of credit
which, when added to other
current assets of the agency,
result in a current ratio in ex-
cess of 1.2 to 1. The excess of
current assets over current lia-
bilities must be sufficient to
cover current operating ex-
penses or amount to 3 percent
of the premium volume antici-
pated for the next year, which-
ever is greater.

« Bonding and/or insurance
which may be used in lieu of
0.5 percent of anticipated
premiums to cover possible er-
rors and omissions.

e Guarantees from patent or re-
lated companies which have
working agreements with the
agency to assume financial
responsibility in the event of
the applicant's failure to meet
financial  obligations.  These
guarantees may take the form
of letters or agreement.

e Cash flow projections which
demonstrate the ability to meet
current operating expenses for
the period covered by the an-
nual plan of operation.

e Other information demonstrat-
ing past experience of the
agency with credit and finan-
cial institutions.

FCIC will accept CPA-prepared
financial statements for the most
recent fiscal year. Applicants may
choose to provide a later interim
statement.

Except for a CPA audit, the
statement must be certified by the
Chief Executive Officer and the
Treasurer.

The decision to set financial
standards for Master Marketing
agencies was made in May 1982.
FCIC Manager Merritt Sprague
describes the financial standards
developed for these agencies as
being "minimal and very reason-
able.

"The Corporation is totally com-
mitted to the farmer and to the in-
tent of the crop insurance pro-
gram,” says Sprague. "It is sound
bur ness practice to thoroughly in-
vestigate the ability of a company
to meet its fiscal obligations and
provide reliable service to insured
farmers.” O

Agent training seen as cost-saving measure

FCIC's full-scale agent training
efforts are expected to save the
Corporation bundles of cash as
well as increase public confidence
in crop insurance.

"We're going all cut on these
training programs,” says FCIC
Manager Merritt Sprague, "because
we believe well-trained agents will
save us thousands of dollars in
costs due to errors, misrepresenta-
tion suits, and time-consuming pa-
perwork."

FCIC’s new Agent Certification
Training Program began October 5
and ran through December 18.
Upon agent request, the certifica-
tion course was cutback from five
days to three days. The first day's
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session consisted of lectures or.
general crop insurance concepts.
The second day was devoted to
training on individual crop policies.
Exams were given on the third
day.

Agents who felt they knew the
material well enough to pass the
exams did not have to attend the
entire course. They reported to the
training session on the day
scheduled for exams and took the
exams only. But if they failed the
certification tests, these agents
were required to attend an entire
course.

Any agent who failed the e\ams
was allowed to repeat the course

as many times as needed in order
to pass.

The Corporation is placing a
great deal of importance on the
agent certification training. "We
see it as being absolutely essential
in providing consistency to our in-
formation program for crop in-
surance,” says Sprague. "All the
agents must have uniform
knowledge of our progrr is so
that farmers will be receiving the
same information about crop in-
surance.

"A well-trained delivery system
will increase public confidence in
FCIC programs, " says Sprague,
"and well-trained agents are more
capable of making more sales." O

FCIC will support the Payment-
In-Kind (PIK) program by increas-
ing the vyield guarantees of in-
sureds who participate in this
acreage reduction plan for 1983.

"The vyield coverage increases
recognize the probability of in-
creased per-acre yields on the
remaining acreage of PIK partici-
pants,” says FCIC Manager Merritt
Sprague. "We expect the harvest-
ed acreage to exceed the average
production potential of the entire
farm."”

The PIK program applies only to
1983 acreages of wheat, com,
sorghum, upland cotton and rice.
In return for participating in PIK, a
producer will receive an amount of
the commodity as payment for
reducing planted acreage..

The FCIC incentive works like
this: Participating in the PIK pro-
gram at a level of at least 10 per-
cent but less than 20 percent in-
creases the yield guarantee by 6
percent; participating between 20
percent but less than 30 percent
will increase the guarantee to 8
percent; participating at the max-
imum of 30 percent in PIK will in-
crease the FCIC yield guarantee by
10 percent.

The premium rate per acre will
be the same as with the standard
coveiage.

"FCIC can offer these higher
guarantees without a correspond-
ing rise in premium rates because
the risk of loss is reduced,” says
Sprague. "We anticipate more
timely operations and increased in-
puts per acre on the reduced
acreage planted.

"We want to encourage program
participants to continue their in-
surance coverage,"” says Sprague,
"and this is a way to attract new
producers to the program.”

Insured farmers will note on
their acreage reports (in column 5)
intended participation in PIK to be-
come eligible for the yield guaran-
tee increase. The increased cover-
age will appear on the summary of
insurance. In the event of loss, the
producer's policy guarantee will be
adjusted according to the verified
ASCS records of participation in
PIK.

FCIC to support PIK

FCIC accepted until March 11
revised acreage reports on insured
winter wheat destroyed to comply
with PIK. On January 20,FCIC sent
a letter of notification to each in-
sured producer of winter wheat

The P/Kprogram is expected to
reduce grain stocks and storage costs
and improve prices.

stating exactly how to revise
acreage reports and the deadline
for doing so.

No premium will be charged for
destroyed acreage which is report-
ed on a timely basis. Producers
submitting bids for whole farm
participation were allowed to sub-
mit a zero acreage report which
was conditional upon acceptance
of their bid by ASCS.

The PIK program, made public
by President Reagan during a
speech to the American Farm
Bureau Federation on January 11,
is a major effort on the part of
this Administration to turn things
around in the farm economy. It is
expected that the program will
halt buildup in grain stocks and
help improve prices.

Secretary of Agriculture John
Block has praised the PIK program
as a means of reducing govern-
ment outlays for domestic farm
programs while giving farmers the
same or greater net returns as
stocks of grain decline.

"The availability of market sup-
plies will be maintained, signaling
to exporters and importers that
the United States fully intends to
remain a reliable and consistent
supplier when production adjust-
ments are made," Block said in a
speech given December 9, 1982,
before the Committee on Agricul-
ture, Nutrition and Forestry and
the Subcommittee on Agricultural
Production, Marketing, and the
Stabilization of Prices, U.S. Senate.

PIK is not a new idea.
Payments-in-kind to  producers
were used in the 1930's for cot-
ton and in the 1960% for feed
grains and cotton to reduce the
cost of storing surpluses.

According to a report dated No-
vember 30, 1982, and written by
Douglas E Bowers of the Agricul-
tural History Branch for USDA’s
Economic Research Service, "these
programs succeeded in lowering
the inventories of Government-
held crops.”

The signup for the 1983 PIK
program began January 24. Farm-
ers can get full details on the pro-
gram from their local ASCS of-
fice. O



