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Table 21. Expected changes In recreational angler trips north of Cape Falcon under chinook/coho quota combinations.
It

Coho Quota Season Chinook Quota: 0 Chinook Quota: 10.3 Chinook Quote: 28.6 Chinook Quota: 45.8
All Species -46,000 -46,000 -46,000 - 46,000
0 Chinook Only - 3.700 2.000 12,000 22,000
Total -49,700 -44,000 -j4,0QQ - 24,000
All Species -46,000 2,200 2,200 2,200
50.2 Chinook Only - 3.700 - 3,700 6,500 16,000
Total -49,700 - 1,500 8,700 18,200
All Species -46,000 2,700 90,000 114,000
254.3 Chinook Only - 3.700 - 3.700 - 3,700 - 3,700
Total -49,700 - 1,000a/ 86,300a/ 110,300a/
All Species -46,000 2,700 90,000 114,000
334.7 Chinook Only - 3.700 - 3,700 - 3,700 - 3.700
Total -49,700 - 1,000a/ 86,300a/ 110,300a/

a/ Total coho allocated not avallabe for harvest.



Table 22.

Coho Quota

50.2

254.3

334.7

Expected changes

Season

All  Species
Chinook Only

Total
All Species
Chinook Only
Total
All Species
Chinook Only
Total
All Species
Chinook Only
Total

In recreational

Chinook Quota:

-$1,840,000
148.000

- 1,988,000
- 1,840,000
- 148,000
- 1,988,000
- 1,840,000
- 148,900
- 1,988,000
- 1,840,000
- 148,000
- 1,988,000

user value north of Cape Falcon under chinook/coho quota combinations.

0

Chinook Quota: 10.3

-$1,840,000
80,000

- 1,760,000

88,000
148.000
- 60,000

108,000
- 148,000

- 40,000

108,000
- 148,000

- 40,000

Chilnoo. Quota: 28.6

-$1,840,000
480,000

- 1,360,000

88,000
260,000

348,000

3,600,000

- 148,000

3,452,000

3,600,000

- 148,000

3,452,000

Chinook Quota: 45.87

-$1,840,000
880,000

- 960,000

88,000
640.000

728,000
4,560,000

- 148,000
4,412,000
4,560,000

- 148.000
4,412,000



Table 23.

Coho Quota

50.2

254.3

334.7

Expected changes

Season

A. 1 Species
Chinook Only

Total

All Specw.
Chinook Ormn

Total

All Species
Chinook Only

Total

All Species
Chinook Only

<otal

a/ Assume 1984 charterboat:

Chinook Quota: 0

-$ 966,000
78,000

- 1,044,000
- 968,000

78.000
1,044,000

- 968,000
78,000

- 1,044,000
- 968,000

78,000
- 1,044,000

private craft angler trip

Chinook Quota: 10.3

-$966,000
42,000

- 924,000

46,000
- 78,000
- 32,000

57,000
- 78.000
- 21,000

57,000
- 78,000
- 21,000

ratio (50 percent total

Chinook Quota: 28.6

-$ 966,000
252,000

- 714,000
46,000
137,000
183,000
1,883,000
78.000
1,812,000
1,890,000
78.000
1,812,000

in gross charterboat revenue north of Cape Falcon under chinook/coho quota combinations.a”

Chinook Quota: 45.8

-$ 966,000
462.000

- 504,000
46,000
336.00Q
382,000
2,394,000
78,000
2,316,000
2,394,000
78,000
2,316,000

trips taken on charterboats).



in angler trips range from -49,700 to +110,000 under the most and least
restrictive quota combinations. Quotas of at least 50,200 coho and 28,600
chinook are required before an increase in angler trips compared to 1984 can
be expected. |If allowable coho harvests are greater than zero, the only quota
combinations whlEh would allow May through June (chinook only) recreational
opportunity would be 50,200 coho coupled with either 28,600 or 45,800 chinook.

Weekly fishing opportunity 1s distributed differently between the three
options. Option 1 proposes weekly openings between Friday and Sunday while
Options 2 and 3 allow recreational fishing between Sunday and Thursday.
According to SPDT analysis either of these alternatives, assuming some effort
redistribution, will reduce fishing effort per week by approximately
20 percent. Therefore, the time between initial opening and final closure of
the season would be expected to be 20 percent longer than if fishing was
allowed every d*y of the week. The impacts of the different fishing days
scenarios may differ for private vessel and charterboat anglers. Information
on the proportion of charterboat angler trips to private boat angler trips for
the two fishing day options nmay be available by the April meeting.

Community Impacts

Estimating Impacts on Household Income Associated with Commercial and
Recreational Salmon Ocean Fishing

Input-output (1/0) analysisl/ is used to estimate the distributive impacts of
a change in the economy of a region. Such changes might include starting or
closing a manufacturing plant, or public policy changes in public resource
management such as allowable harvest of public timber or availability of fish
for harvest. In this case, it has been employed to examine the impact of the

1985 regulatory options.

The overall impact can be decomposed into direct, indirect, and induced
impacts. Direct impacts result from an initial change (an increase or
decrease in fish sold). The indirect income is the increase or decrease in
personal income of dependent sectors (for example, an increase or decrease in
gasoline sold). Then, the induced impacts occur as the general wage earners
and businesses experience changes in their salaries and profits and
consequently increase (or decrease) their personal expenditures. The sum of
these direct, indirect, and induced effects is the total household income

effect.

Information on the expenditures of the local businesses directly affected by
the change is introduce into the 1/0 model to estimate the total impact on
the local community. Through 1/0 analysis, estimates of the effect on total
household income (salary and other income), total output (sales), r
employment may be made. Because of the seasonality of employment in the

1/ For this analysis, a software system called IMPLAN, developed by the U.S.
Forest Service has been used to construct 1/0 models for any area from a
secondary data set derived from the U.S. Department of Commerce, Bureau of
Economic Analysis and other national sources.
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fisheries industry, employment impacts are not shown. Changes in total output
are usually not comparable; therefore, only local household income impacts are

shown.

Estimation of Recreational Impacts

In the case of the recreational fisherman who purchases goods and services to
take part in a fishing trip, the expenditures cause an increase in local
economic activity. Such purchases are introduced into the model. Purchases
of goods and services directly affect personalincome (salaries plus
proprietors income) to the extent that thp goods orservices are locally
produced. For example, or the average, for every dollar spent on gasoline,
$.21 is returned to the gasoline retailer for the services he provides. If
the local area has no gasoline wholesaling or refining sector the remaining
$.79 leaves the local area and creates no local income impact. The total
local expenditures of $15.87 per recreation day in 1980 produces local
economic income of $19.35 per angler day (1984 dollars) for northern Oregon
coastal communities. The local economic income calculated for Washington and
California was $40.00 and $25.67, respectively. (The differences in the
states are mainly the amount of charterboat activity).

Estimation of Commercial Impact

Estimates of the economic impact of changes in commercial fishery outputs,
were based on information gathered by a West Coast Fisheries Development
Foundation project to establish a data base to predict economic changes
related to changes in resource bases. (Preliminary information was provided
by Hans Radtke, contractor.)

Budgets for troll fishing and salmon processing are used to estimate the
expenditures related to fish harvesting and fish processing. These are
synthesized budgets taken from discussions with fishermen and processors.
They do not represent a scientifically drawn sample. To estimate impacts of
policy changes, only changes in variable costs are valued.

For the harvesting sector, it is estimated that for every dollar of
commercially harvested fish, $1,23 of local income is generated (based on the
northern Oregon coast model).

For processors, the margin per pounc between the purchased price and sales
price remains fairly constant (about $.52 per pound including vyield
percentages). A fairly large portion of the margin ($.30 of the $.52)
includes fixed costs and will not change when annual policy changes are
made. The remaining $.22 will generate $.28 of local personal income for
coastal communities per pound of fish harvested.

Estimates of local community impacts for the proposed policy options for 1985
are displayed in Tables 24 through 28. Commercial harvest-related impacts are
shown in Tables 24 through 26. Recreational fishery-related impacts are
presented in Table 27 and 28. The coefficients for the northern Oregon
communities are used to estimate the impacts shown in these tables. Because
of time constraints and technical difficulties, the coefficients for the
remaining west coast counties were unavailable for this analysis. These
coefficients are presently being computed and may change, depending on the
size of the local communities. However, no changes greater than 20 percent
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Table 24. Estimated change in local
of Cape Falcon.a/
Chinook

Option 1

South of Point Delgada $ 100,000

Point Delgada-Cape Blanco 1,143,000

Cape Blanco-Cape Falcon 200,000
Option 2

South of Point Delgada $ 324,000

Point Delgada-Cape Blanco 243,000

cepe Blanco-Cape Falcon 85,000
Option 3

South of Point Delgada $ 37,000

Point Delgada-Cape Blanco - 1,638,000

Cape Blanco-Cape Falron 35,000
a/ For purposes of projecting changes

Coho (A)b/

-$240,000
- 52,000
265,000

-$240,000
- 52,000
265,000

-$240,000
- 52,000
265,000

household

Coho (B)c/

-$216,000
38,000
668,000

-$216,000
38,000
668,000

-$216,000
38,000
668,000

income by management
assumptions concerning the distribution of coho harvest south of Cape Falcon were made:
ratio of Oregon to California catch was 88:12 based on the preseason allocation

Total

household income resulting from changes in troll

(A)d/

_$ 140.000

1,091,000
465.000

$ 84,000
191.000
350.000

¢ 203.000

-1,690,000
270.000

area the

harvests south

Total (B)e/

-$ 116,000
1,181,000H
868,000

$ 108,000
281,000
753,000

-$ 179,000
- 1,600,000
703,000

following
(1) the

in 1983, (2) The

distribution between north and south California fisheries was assumed to be the same as the 1979-

1982 catch averages, i.e.

Delgada.

b/ This cohocatch is based upon a total
c/ This cohocatch is based upon a total
chinook-related

d/ Total (A)equals the

south of Cape Falcon catch of 225,000.

e/ Total

(B)equals the chinook-related

south of Cape Falcon catch of 315,000.

impact plus the predicted coho impact based on a total

26 percent caught south of Point Delgada and 74 percent north of Point

(sport and troll) OPI catch south of Cape Falconof 225,000.
OPI catch south of Cape Falcon of 315,000.
impact plus the predicted coho impact based on a total

OPI

OPI



Table 25. Estimated change

In household

Income for communities resulting from expected changes

in troll

quota combinations, assuming all salmon catches are distributed 50-50 between Grays Harbor and Columbia River catch areas.

Chinook Quuta: O

Coho Quota Coho Chinook
0 -$389,000 -$371,000
Total; -$760,000
24.3 -389,000 -371,000

Total: -$760,000

125.6 -389,000 -371,000

Total: -$760,000

165.3 -389,000 -371,000

Total: -$760,000

Chinook Quota: 16.7
Coho Chinook Pink

-$389,000 $91,000
Total: -$298,000

-148,000 22,000 616,000
Total: $490,000
623,000 -37,000 1,146,000

Tota = $1,732,000

623,000 -37,000 1,146,000

Total: $1,732,000

Chinook Quota: 46.4
Coho Chinook Pink

-$389,000 $913,000
Total: $525.000

-148,000 844,000 616,000
Total: $1,312,000

892,000 811,000 1,152,000

Total: $2,855,000

1,303,000 811,000 1,161,000

Total: $3,275,000

1,303,000 1,606,000

harvests north of Cape Falcon under chinook/coho

Chinook Quota: 74.2
Coho Chinook Pink

-$389,000 $1,682,000

Total: tl.2g4.000

-148,000 1,613,000 616,000

Total: $2,081,000

892,000 1,606,000 828,000

Total: $3,326,000

1,161,000
Total: $4,070,000



Table 26.

Coho Quota

24.3

P5.6

165.3

Estimated change In household income for communities re.ultlng from expected changes In troll harvests north of Cape Falcon under chinook/coho
quota combinations, assuming all salmon catches are distributed 50-50 between Grays Harbor and Qjlllayute catch areas.

Chinook Quota: O

Coho

-$389,000
Total:

-389,000
Total :

-389,000
Total :

-3B9.000
Total :

Chinook

-$371,000
-$760.000

-371,000
-$760,000

-371,000
-$760,000

-371,000
-$760,000

Pink

Chinook Quota: 16.7

Coho Chinook PTnF
-$389,000 $91,000 -
Total: -$298.000
-148,000 22,000 616,000
Total: $490,000
414,000 -37,000 1,165,000
Total: $ 1.542,000
414,000 -37,000 1,165,000
Total: $1,542.000

Chinook Quota: 46 .4
Coho Chinook Pink

-$389,000 $913,000 -
Total:__$525.000

-148,000 844,000 616,000
Total: $1,312,000

811,000 1,205,000
$2,908,000

892,000
Total :

1,303,000
Total:

811,000 1,204,000
$3.35a.000

Chinook frota: 74,2
Coho Chinook Pink

-$389,000 $1,682,01%

Total: $1,294,000
-148,000 1,613,000 616,000
Total: $2,081,000
892,000 1,606,000 1,205,000
Total: $1,293,000
1,303,000 1,606,000 1,240,000
Total: $4,149,000



Table 27. Estimated change in household income resulting from
expected angler expenditures under three regulatory options
south of Cape Falcon compared to 1984.

*

Change in Household Income

Option 1
California
South of Cape Vizcaino $ 98,000
Cape Vizcaino-border 175,000
Oregon
South of Cape Falcon 1,355,000
Option 2
California
South of Point Delgada 98,000
North of Point Delgada 92,000
Oregon
South of Cape Falcon 1,548,000
Option 3
California
South of Point Delgada 5,700
North of Point Delgada; CA -1,052,000a/
Oregon
m'outh of Cape Falcon 1,935,000b/

a/ This represents a total closure in this area.

b/ South of Cape Blanco there would be no recreational fishery; a loss
of $735,000 in local household income compared to 1984 would be
anticipated.



Table 28. Expected changes in household income resulting from expected
angler expenditures north of Cape Falcon under chinook/coho quota

combinations.

*

Coho ChlnooK Chinook Chinook Chinook
Quota Quota = 0 Quota = 10.3 Quota 3 28.6 Quota 3 45.8
0 -$1,824,000 -$1,615,000 -$1,248,000 -$881,000
50.2 - 1,824,000 55,000 319,000 668,000
254.3 - 1,824,000 37,000 3,167,000 4,048,000
334.7 - 1,824,000 37,000 3,167,000 4,048,000
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for any management area are anticipated. A revised analysis of the impacts
using more representative coefficients will be provided at the time of the
April Council meeting.
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APPENDIX A

BARBLESS HOOKS STUDY IN CALIFORNIA

SALMON  CHARTERBOAT FISHERY

by

Ocean Salmon Project

California Department of Fish and Gane



SUMMARY OF

BARBLESS HOOKS STUDY IN CALIFORNIA
SALMON CHARTERBOAT FISHERY

by

Ocean Salmon Project
California Department of Fish and Game —

C alifornia conducted a barbless hook study in 1984 on charterboats in the
San Francisco and Eureka areas. This study was in response to the barbless
hooks only regulation in 1984 recreational fisheries in the PFMC management

area.

Test fishing off San Francisco took place throughout the season (February 18-
November 18) and o ff Eureka between July 17 and August 8. Anglers used
comparable numbers of single-point barbless and barbed hooks on study days.
Convention barbed hooks were made barbless by pinching the barbs flat

using a pa < of pliers.

Chinook and coho catches during the study totaled 1,391 and 108 fish,
respectively. Average lengths of chinook caught on barbless and barbed

hooks were identical at 20.6 inches, fork length. Average length of coho
caught on barbless and barbed hooks were 25.2 inches and 25.6 inches, fork
length, respectively. Average length difference for coho was not statistically

significant.

Catch rates using barbless and barbed hooks for the two species also were
not significantly different. Chinook catches totaled 679 (49%) on barbed
hooks and 712 (51%) on barbless hooks. Coho catches totaled 53 (49%) on
barbed hooks and 55 (51%) on barbless hooks.

Observe :ions by samplers indicated barbless hooks caused less physical damage
to "“ublegal salmon (under 20 inches, total length) than barbed hooks. No
data, however, were collected on relative survival rates of released fish.

It was believed important that the boat continued moving forward after a
salmon was hooked in order !or barbless hooks to be comparable to barbed
hooks in landing a hooked fish. If constant tension is not maintained on th«
hooked fish, chances of the fish unhooking itself probably increase.

Coho sample size was very small in the study, and additional study for this
species is recommended.

—/ Prepared, February 1, 1985.



UNITED FISHERMEN OF ALASKA

319 Seward Street, Suite #10
TESTIMONY Juneau, Alaska 99801-1188
(907) 586-2820

Cass M. Parsons
Executive Director
Most of the board of fisheries decisions are allocative in nature;

that is, they decide who gets to catch how many fish. When seasons are set, they
are restricted for two reasons; to allow an adequate number of fish to escape and
to allow an adequate number of fish to be caught by the next group up the line.
About 90-95% of all the board of fisheries proposals deal with allocating fish
between one user group and another by setting season's lengths, opening times,

mesh size, and so on.

Major allocation battles between user groups are being conducted at
almost every board meeting. The one you are probably most familiar with are the
east side setnetters in Co<k Ir.let vs. the sportsman on the Kenai and Kasilof rivers.
However, most allocation disagreements are not between commercial and sports
groups, but among the commercial groups themselves. Each of these groups compile
information that proves some economic, social or historic right to the resource.

The board must take each of these arguments into consideration to make a fair

decision.

Senate B ill 37 and House B ill 235, while an admirable attempt by the
sponsors to assist the board make allocation decisions, calls for establishing
"restrictions and limitations on and priorities for the use of the fishery
resources" only on the basis of economical impacts on the communities and user
groups. The board of fisheries needs more fle xibility in order to weigh the many

other important factors of the fishery as well.

If the board could boil allocation decisions down to a simple formula
of who brings in most ".oney to the state or to the communities, life for board
members and fishermen would indeed be simple. Unfortunately, the fair decisions

which make "best use" of the state's resources are not so simple.

If the legislature chooses to become involved in board of fisheries
decisions, we would hope that your involvement would come more in the form of
a resolution directing the board of fisheries to establish guidelines for making

allocative decisions, rather than setting those criteria in statute.



| have attached a resolution passed by the UFA last year which
requests funds for the board of fisheries for a resource economist to assist
the board assess socio-economic data. As you can see, the UFA hoard has been

interested in helping resolve allocation disputes for quite some time.

April 17, 1985

Bob Blake
President, UFA



UNITED FISHERMEN OF ALASKA

319 Seward Street, Suite #10
Juneau. Alaska 99801-1188
(9171586-2820

Cass M. Parsons

Executive Director ANALYSIS OF SB37 & HB 235

1) Reallocation may be what the sponsor intends,because every fish
is "allocated" for escapement and to user groups.

2) If reallocation is what is intended, then SB 37 line 24 first page,
says that reallocation only takes placewhen there is a need to conserve or
develop the resource; i.e ., to cut backallocations and hence provide more for
escapement or when more fish are made available - say from hatheries. The
fle xibility is not there to allow the board to reallocate in response to increased
economic or social pressures alone.

3) Then, if reallocation is desired, the reallocation is made on the
basis of the economic impact on the fishing group or the communities and if
there are alternative fish available to provide to the group getting fish taken
away from them.

4) Again, if reallocation is the word that is intended by the sponsor,
Section C says that the board can only reallocate to prevent jeopardy to the

maintenance of fish stocks on a sustained-yield basis.

If the sponsor intends to say "allocation" then the b ill is a
"make-work" program since every fish is allocated for escapement and for user
groups. Al fisheries in Alaska are "lim ited" or restricted so they do not
endanger escapement levels of the stock, therefore, the board would have to
state this on every management decision, creating huge amounts of senseless

paperwork.

In summary, if allocation is the word the sponsor intends, the b ill

w ill require vast amounts of economic data to be compiled, most of which is
unnecessary as there are many fisheries where no allocation disputes occur. | f
reallocation - taking fish from one group and giving to another - is the word

intended, the legislation does not allow reallocation to occur unless the sustained
yield of the stock is in jeopardy or there are more fish made available through

surplus hatchery fish.



UNITED FISHERMEN OF ALASKA

319 Seward Street, Suite #10
Juneau, Alaska 99801-1188
(907) 586-2820

Cass M. Parsons
Executive Director

RESOLUTION NO. 6

WHEREAS commercially harvested fishery resources are a
major factor 1in Alaska®"s economy/ employing the Jlargest number of
Alaskans iIn a non-government 1industry; and

WHEREAS the Alaska Board of Fisheries it charged with
regulatory authority overthe state®"s fishery resources; and

ons by the Board must be based not only on the
ng of the resource but also have far-reaching

WHEREAS decisi
biological well-bei
economic consequences; and

WHEREAS regulatory decisions by the Board must be based on
the best available biological and statistical information and
also on reasonable standards and criteria related to social and

economic considerations; and

WHEREAS no staff expertise and analysis of the complex
social and economic aspects of regulatory decisions have been
made available to the Board.

THEREFORE BE IT RESOLVED that the UFA strongly urge the
Governor and the Legislature to create a staff position of
resource economist to provide the Board of Fisheries with
pertinent social and economic resource data 1in order that their
deci sions may be based on documented information pertinent to the
complex nature of regulating and allocating fisheries

resources.

Cass M. Parsons
UFA Executive Director

Date:
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IN THE SENATE BY P.FISCHER

For

BE

SENATE BILL NO. 37
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
an Act entitled: "An Act relating to management plans and regulations'

adopted by the Board of Fisheries."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*

Section 1. AS 16.05 is amended by adding a new section to read:

Sec. 16.05.752. ADOPTION OF MANAGEMENT PLANS AND REGULATIONS.
(a) Unless it would be inconsistent with the requirements of AS 16.-
05.2.51(b), a management plan or regulation adopted by the Board of
Fisheries shall

(1) be designed primarily to achieve the maximum sustain-
able yield of the fishery resources addressed in the plan or regula-
tion;

(2) be based on the best scientific information available
from public and private sources; and

(3) minimize costs to the state and user groups of adminis-
tering che plan and avoid unnecessary duplication.

(b) Except for regulations adopted under AS 16.05.251(b), if the
Board of Fisheries determines that a regulation or management plan
must include the allocation of fishery resources among different user
groups in order to conserve or develop the fishery resources, the
board shall establish restrictions and limitations on and priorities
for the use of the fishery resources on the basis of the following
factors:

(1) the effect on the affected user group, including eco-

nomic loss, if any, that may occur as a result of the Ilimitation or

-1- SB 37
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Copies of minutes listed below were originally included
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|, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the Stats of Alaska as accumulated during the
reqular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.

Signature of Camera Operator Date
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Alaska £?>tate Hegtelature

ARLISS STURGULEWSKI, Chairman POUCH V
BETTYE FAHRENKAMP, Vico Chairman JUNEAU, ALASKA. 99811
JACK COGHILL (907)465-4907

DICK ELIASON
VIC FISCHER
RICK HALFORD
FRED ZHAROFF

Senate

Committee on &efource#

MEMORANDUM March 12, 1985

TO: All Members
Senate Resources Committee

FROM: S taff'
Senate 'Resources Committee

RE: SSSB 40 "An Act allowing agricultural production credits; and
providing for an effective date."

Sponsor Substitute for Senate B ill 40 would establish a program of
agricultural production credits to be applied against interest on
agricultural land loans and interest on loans through the Alaska Revolving
Loan Fund.

The credit applicable to the years 1984 - 1988 is 20% of the documented
sales on IRS Schedule F (Form 1040). Beginning in 1989 the percentage of
credit declines by 2% each year.

This credit would be repealed December 31, 1974,

Included in this packet are:

1. A B ill Analysis from DNR;

2. A Fiscal Note from DNR which is zero;

3. Development of Agriculture in Alaska: Summary Section, DNR,

4. A letter from DNR discussing production credits and supporting the
concept;

5. A Resolution from the Greater Fairbanks Chamber of Commerce supporting

production credits; and
6. A letter from Karen 0. Lee supportirg production credits.
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Analysis of the SS for SB 40

The SS for SB 40 establishes a system which encourages

Alaska's farmers to increase farm production by awarding
credits for the sale of farm products grown or raised in
Alaska. These production credits would be based on 20
percent of the farm product sales listed on federal income
tax Schedule F, and could be applied against interest due on
state agricultural land purchases and loans.

The production credit program would end in 1994 and credits
would decrease by two percent per year, for five years,
beginning with 1989 sales. No additional appropriations are
required.
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SUMMARY

This second report to Governor Sheffield on the Division of

A griculture's programs and plans for agricultural develop-
ment describes actions taken since the last report, proposes
new actions, and discusses the current industry situation.

The Success of the Alaska Agriculture Community

Alaska's agricultural sector has grown by increasing margins
in recent years, compared with a downward trend nationally.
This is due chiefly to agricultural project developments at
Delta and Point MacKenzie. Cash receipts for Alaska farm

commodities grew by 10 percent between 1981 and 1982, and by
16 percent between 1982 and 1983. This upward trend may be

even more dramatic when final 1984 figures are released.

Production highlights for 1984 include:

0 Crops
Barley harvest set an historical record with 525,000
bushels harvested, 156,000 bushels above the
previous record. This reflects production increases
primarily from the Delta agricultural project. Oat
production increased by 200 percent over 1983.
Lettuce acreage increased by 20 percent. The

largest potato crop since 1967 was harvested.
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Livestock

Dairying expanded as three new farms began operating

at Point MacKenzie during 1984. M ilk production
increased three percent. A new milk-processing
facility opened in Delta Junction. Milk production
will grow at a faster pace in 1985 as 10 to 15 new

dairy farms begin operation.

Meat marketing saw gains during 1984. The new meat-
processing plant in Palmer had its first full year
of operation in 1984 and Alaska-grown meat products
became available in Anchorage in greater quantities.
In Fairbanks, Alaska choice beef became available
for the first time on a weekly basis, from animals
fed in Delta Junction. A new livestock packing
plant woill open in Fairbanks in 1985, further
stimulating interest in livestock production.

ary opportunity for development of Alaska agricul-
to meet in-state needs since relatively large
are available. In order to meet this market oppor-
the following objectives havp been developed as the

programs and plans of the Division of Agriculture.

Encourage expanded production of competitively -
priced farm products from existing agricultural
lands in Alaska;

Increase the number of acres devoted to agricultural

production in Alaska;



0 Preserve options to allow for increased production

in Alaska to meet potential in-state market
expansion and future export possibilities.
Accomplishments as a Result of the First Report
Much has been accomplished as a result of the State's wunder-
taking most of the actions proposed in the 1983 report to
the Governor on agriculture. These actions had a direct
influence on the gains made in agriculture. Actions
include:
s} Additional funding of the Agricultural Revolving
Loan Fund;
0 Increased marketing service support programs;
s} Additional funding of the Grain Reserve program,;
0 Support of Federal Crop Insurance;
0 Provision of electrical power to Point MacKenzie;
0 Construction of 20 miles of roads w ithin small
agricultural sales;
o] Sale of 4,500 acres of State land for agricultural
development on 13 new farm parcels;
0 Providing 7,260 acres for agricultural homestead

filing on 64 parcels.



The Action Plan for Alaska Agriculture

I'n order to assist Alaska farmers and others involved in
agribusinesses, the Division of Agriculture recently
conducted a major review of state agricultural programs and
problems. The objective was to review and critique prior
actions and accomplishments, and consider new trends and
responses which could benefit Alaska's agricultural economy.
Because of lim itations on State revenues, the review

centered around the development of an action plan that would

not require extensive State funding to complete. The review
process has led to the identification of six issues of
concern, and proposals for actions to help enhance the

future of Alaska agriculture.

1. Issue — Large debt of new farmers in Alaska

Action: Enact legislation to develop a production

credit program available statewide.

Action: Investigate methods of restructuring farm debt
through partial releases, reduced farm parcel
size, and lease preferences on land returned to

the state by current owners.

Action: Allow combining and splitting of agricultural

tracts and providing for farmsteads on new

tracts.



Issue

Issue

Action:

Action:

Lack of market development

Enact legislation to allow and fund commodity

associations.

Encourage preferential use of Alaska

agricultural products by state agencies.

Emphasize marketing assistance from Division of

Agriculture personnel to farmers.

Reactivate milk industry advisory board.

Transfer state-owned railroad hopper cars from

DNR to the Alaska Railroad.

W rite, review, and adopt fertilizer regula -
tions.
Enact enabling legislation for grain ware -

housing control.

Confusion in land tenure requirements

Draft new language for agricultural patents to

conform to statutes.

Draft new agricultural interest regulations to

protect farmers from non-judicial foreclosure.



Action: Investigate alternative methods of financing
farm home construction.

Issue — Need for continued enhancement of the

Agricultural Revolving Loan Fund

Action: Add two new board members to provide additional
expertise and farmer representation.

Action: Increase ARLF capitalization to meet financing

Action:En

Action:

A ction:

Issue —

Action:

Action:

needs.
act legislation to allow for land-clearing
loan payments from Delta I, Delta 11, and Point

MacKenzie to return to the ARLF and not the

general fund.

Provide greater contact between loan examiners

and borrowers.

Increase loan board flexibility to meet modem farm

development requirements.

Lack of agency coordination

Establish an Agricultural Advisory Board to the

Department of Natural Res”uices.

Examine the roles of the Department of Natural

Resources and the Department of Environmental



Conservation in inspection and grading of

agricultural products.

Action: Seek increased coordination among the Division
of Agriculture, the Cooperative Extension
Service, and the Agricultural Experiment

Station.

6. lssue — Lack of adequate federal involvement in Alaska

agriculture

Action: Encourage A griculture Research Service activity
in Alaska through m aintaining or expanding

existing programs.

Action: Encourage the Farmers Home Administration to
increase its lending to Alaskan.farmers.

Action: Encourage the use of Alaska agricultural
commodities by federal agencies in Alaska.

The Future of Alaska Agriculture

It is projected that receipts for selected agricultural
sales in Alaska will grow to approximately $60 million on an
annual basis by 1f-90. This compares v/ith about $18 million
in 1983. Additional State capital appropriations needed

to accomplish these objectives amount to approximately $28.5
million, mostly over the next two years. To the extent that

declining revenues do not allow this level of funding, even



though the largest component is for loans, the appropria-

tions would have to be made over succeeding years, delaying
the anticipated benefits. Additional farm industry receipts
during the period could total $164 million;

I'n addition to providing expanded economic activity, an

additional 1,800 jobs could be created by 1990 by achieving
the projected level of production. This would give signi-

ficant support to a diversified Alaskan economy.

The balance sheet for Alaska agriculture clearly shows an

expanding agricultural sector. The number of producing
farms in Alaska grew , by 100, from 360 in 1979 to 460 in
1983. Despite falling realty values, assets increased to
$185.8 million in 1983 compared with $160.3 million in 1979.
Equity was reported at $140.5 million in 1983, whereas
outstanding debt is reported at $45.2 million.

It is clear that agriculture in Alaska is now at a critical
juncture, as it is for the entire nation. Some industry
gains have been made, and new economic activity has been

generated by this growing sector of the State's economy.

The results of previous State investment are well-
demonstrated and w ill continue to accrue through time. With
modest additional State investment plus regulatory and

legislative solutions to current farm development and debt

problems, projections of increased receipts and additional
economic activity are achievable. This will assure a viable
economic sector for Alaska agriculture into the next

century.
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DEI*ARTMEXT OF NATURAL RESOURCES SUNEAU. ALASKA 90011

PHONE: 907-465-2400
OFFICE OF THE COMMISSIONER

February 13, 1985

The Honorable Jack Coghill
Alaska State Senate

Pouch V

Juneau, AK 99811

Dear Senator Coghill:

As you have requested, the Department of Natural Resources
has reviewed SB 40, SB 41, and SB 42, which provide Alaska“s
farmers with farm title and debt assistance. While the
department supports the concept of farm debt relief and
agrees that agricultural land title language should be
clarified, we are proposing slightly different remedial
actions than those provided for in these three bills.

We appreciate the opportunity to work with you to develop
these proposals. The following information, comments and
suggestions are specific to each bill, but represent only
our preliminary views.

Senate Bill 40 establishes an agricultural products incen—
tive program under Title 38. Section (@) credits State
agricultural 1land purchasers for agricultural production of
grains, dairy products and livestock on land purchased from
the State.

While the department supports the concept of production
credits as an incentive for farmers, we would prefer to see
a broader-based program that applies to all Alaska farmers
who have been encouraged through State agricultural pro—
grams, 1including land sales, Agricultural Revolving Loan
Fund loans and land clearing loans.

Section (b) requires that production credits be based on the
Seattle price of a product minus the freight cost to where
it was produced. Because we desire to reduce progranm
administration costs as much as possible, we Tfavor a uniform
program which would provide a credit equal to 20 percent of
receipts from farm product sales (as identified on federal
income tax Form F), on a declining schedule, for perhaps
five or ten years.

10-J9LH
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Section (¢) allows production credits to be applied only to
the principal due on agricultural land payments to the
State. We would prefer that credits apply only to interest
accrued during that year or preceeding years, but would
allow that such credits be used for ARLF and clearing loan
interest as well as land payment interest.

Enclosed for your information is a summary of the Division
of Agriculture®s proposed production credits program (which
we are still reviewing), along with several examples of how
the program would benefit individual farmers. We believe it
may be preferable to locate the agricultural production
credits program within Title 3 rather than Title 38, to
allow administration by the Division of Agriculture. The
Division of Land and Water Management would administer the
program described in SB 40.

Senate Bill 41 extends the five-year land payment moratorium
enacted last year to 10 years, and provides that interest
does not accrue during this period. The department believes
that a production credits program may, by itself, provide
sufficient debt relief for farmers and, before additional
relief measures are enacted, that the costs and benefits of
the production credits program should be assessed.

Senate Bill 42 clarifies the extent of rights conveyed to a
purchaser of State agricultural Iland. The department
generally supports this bill but believes it may not be
necessary because the department has developed new patent
language for agricultural land titles that, when implemented,
should address the concerns of farmers. For your informa—
tion, a copy of the proposed new patent language 1is enclosed.

Section (a) allows a person to purchase not more than one
parcel of land from the state under AS 44.33.475 (the former
Agricultural Action Council statute) during any eight-year
period.

Since the eight-year period limitation is covered in
AS 38.05.057(b)(3) this section of SB 42 may not be needed.

Section (b) clarifies the rights conveyed in a disposal of
agricultural land and is similar to wording in the
department®s proposed new patent language. This section
also allows the Commissioner the right to reenter
agricultural land after notice of violation of the contract
is given, and the opportunity for a hearing is provided.

The new patent language the department has developed
requires judicial action to reenter the land after notice 1is

given.
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Section (c) describes actions that are generally required
now. The word "farm™ could be added to line 25 so that it
reads "farm conservation plan", which is the currently used
term for the required plan.

Section (d) allows the person purchasing agricultural land
from the State to request that the Commissioner modify or
remove conditions imposed in the land purchase agreement.
This would allow approval of requests for changes in farm
development schedules or percentages of clearing required on
farm lands, changes 1in conditions, payments or interest for
land purchases, and combining or splitting of agricultural
parcels. While the department is interested in having the
flexibility to make agricultural land contract changes that
will benefit the development of agriculture in Alaska, we
believe that a change should be explicitly conditioned upon
the best interests of the State. Perhaps the addition of
words to this effect to line 2, page 2 of the bill would
clarify the conditions under which changes would be allovmd.

Sections (e) and (f) are generally required now.

Section (g) removes a portion of Title 38 which states that
the sale, lease or other disposal of State agricultural land
transfers only rights for agricultural purposes. Rather
than removing this section from Title 38, we suggest that a
reference to the agricultural rights conveyed under AS
38.05.059 be added.

We look forward to working with you to assist Alaska“"s

farmers. IfT we may provide additional information about our
proposals or programs, please let me know.

Sincerely,

sther C. Wunnicke
Commissioner

Enclosures

cc: Bill Heim, Director,
Division of Agriculture



PRODUCTION CREDITS

A credit will be received for the sale of agriculture products grown or
raised in Alaska. This shall include livestock, livestock products,
vegetables, grains, oilseeds, feed and food products - also receipts

from Federal Crop Insurance and Grain Reserve.

The document to verify these sales or receipts would be Schedule "F" from
the Department of Treasury, Internal Revenue Service (Farm Income Form)

provided by the participating parties.

These credits could be used to reduce the interest owed to the State of
Alaska for agriculture land sales, clearing loans and loans from ARLF.
The preceeding year"s Schedule "F" would pertain to the following year"s

interest ("84 Schedule "F" would be used to reduce Interest due in "85).

This program would be a 10 year declining program. In 1985 the credit
would equal 20Z of receipts of rarm products that qualify for credits.

The credit would decline 2% every year until 1995 when there would be

zero credits.

In case of verified fraud the participant would be barred from partici—

pating in the program for five years.

The Commissioner shall adopt regulations for this program.



The Agricultural Development Committee and the Board of Directors of the
Greater Fairbanks Chamber of Commerce urges your support for the following
legislation to encourage agricultural development in Interior and South
Central Alaska.

1.

Support is urged for SB39 to build the roads and bridges necessary
to develop both the agricultural and mineral resources in the
Totchaket area of Interior Alaska.

Support is urged for the concept of production credits, as outlined
in SB40 and SB154, to assist Alaska®"s agricultural industry in its
early stages of development.

Support is urged for SB41 to increase from five years to ten years,
the moratorium on payments for the sale of state land for agricultural
purposes. This bill will assist Alaskan farmers in adjusting to the
new worldwide economic conditions in agriculture.

Support is urged for the concept of SB42 as it relates to the transfer
of land title from state to private ownership. This concept will en—
hance the ability of Alaskan farmers to obtain financing from private
sector sources for agricultural production.

Support is urged for SB57, which would require a clause be inserted in
all state bids, requiring agricultural products originating in this
state be used wherever competitively priced and available and of like
quality as compared with agricultural products orginating outside the
state.

Support 1is urged for SB110 to increase the amounts of long term loans
available from the State of Alaska to any one borrower for agricultural
purposes. This legislation will increase the loan limits to be more

in line with the economy of scale necessary for economically sound, modem
farming and will enhance the ability of borrowers to repay.

Support is urged for the concept of SB155, relating to the splitting and
combining of agricultural parcels, with the suggestion the bill be
amended to allow the minimum parcel size be 320 acres. This legislation
will permit increased flexibility in the development of economically
sound full-time and part-time farming enterprises in Alaska.

Support is urged for SB120 to increase the limits of the Agricultural
Revolving Loan Fund, to assist in the establishment of Commodity
Marketing Associations, and to increase the number of members on the
Agricultural Revolving Loan Fund Board.



Karen 0. Lee
P.0. Box 871871
FEB 2 7 1986 Wasilla, Alaska 99687

Senator John B. Coghill
Pouch V
Juneau, Alaska 99811

Dear Senator John B. Coghill;
I would like to request your help in remedying seme of the problems
associated with the state®"s current attempt at agricultural development.

At present, there are sane crucial, and sensible, measures addressing
this problem which have been introduced this session. | would like to urge your
positive consideration of SB 110, raising the agricultural Revolving Loan Fund
loan limit per unit to $2 million; SB 154, establishing a system of production
credits on agricultural sales to apply toward interest on state agriculture
loans; and SB 155, allowing for adjustments in contractural requirements on
agricultural interest parcels sold by the state.

Before discussing the merits of each bill, | should like to make a brief
case for agriculture in Alaska, and for the state®s having a role in the initial

development of it.

Not least among the considerations is the fact that the State of Alaska has
already decided to develop agriculture. Many Alaskans with belief in the good
intentions of our state have been invited to participate. Qice in the program,
we have been forced to put up very large sums of our own money, work and hopes
for the future in support of a joint vision, ours and the state"s. | cannot
believe that the purpose in all this was to convince a few people to put our
whole hearts into the enterprise and then end it. It is one thing for the state to
cut its own losses; it as another thing altogether for the state to decide
prematurely to cut the losses of its individual citizens.

To reiterate the reasons for the state"s original interest in the development
of agriculture: it is a basic, job-creating, service-creating, renewable
resource industry. It not only creates its own labor requirements; it creates a
ripple effect throughout every canmunity where it exists. For example, my farm
creates employment for four families directly. Ccmmodities are hauled in and
milk is hauled out; truckers are employed at both ends. In Anchorage, the milk
is processed by more employees, and distributed by still more. Another company
manufactures plastic jugs for the milk. All this demonstrates the well-known
economic fact that a dollar produced by a basic industry circulates many times
more than a service or retail dollar does.



agricultural bills- page two

I grew up in Alaska, and 1 can attest to the accuracy of the economists”®
observations. There is one major difference between the Alaska of the 1950 s
and the Alaska of the present, and that is the general affluence. That affluence
is due to the bui lding up of a large public and service network based on another
basic industry, resource extraction. Without that basic industry, there would
be no affluence. Without the incentives, particularly those at the federal level,
urging on the oil companies to explore and the mining companies to keep looking,
there would be little but fishing in Alaska righc now which could qualify as a

basic industry.

. The problem with resource extraction as the basic industry of choice, of course,
Is its volatility. The warnings on oil have been sounding for” seme time now.

| believe strongly that we must de,velorx]) what other basic industries we are
able to in the time remaining to us, with the funds frcm other extractive industries
which we still have caning t0 us. Agirlculture, mining, fishing and tourism thus
become, as | see it, the major areas for expansion, rather than contraction, in
state spending in the coming years of wamng 0il revenue. At seme point, we are
not only going to have to be weaned frcm oil, we are f?omg to need same other

basic to replace it. Otherwise, we will be stuck with a State of shopping centers
and state and service employees, and no one to provide the basic dollar on which

they all feed

Agriculture has earned its place in the line-up of future basic industries
supporting the state"s economy, even though it is still barely half-way to its
goal of self-suffiency. It has perservered through decades of neglect, lack of
infrastructure, lack of marketing cohesion, lack of fair labeling laws, lack of
sufficient volume of either land or product, and lack of sufficient state
encouragement. Even so, there are now farms which have been in existence since

the 1930"s and 1940°"s.

All statistics available indicate that a self-sufficient agriculture industry
happens naturally when 500,000 acres are in production. We have a ways to go to
meet that goal, as outlined in the Governor®s Agricultural Task Force Report of
May 18, 1983. | believe that if the fundamental precepts outlined in that
document, and others preceding it are followed, and funding is kept at the levels
recommended in that report, the success of agriculture in Alaska will be assured.

As to the specifics of the bills, SB 110 and SB155, when considered together,
actually constitute a cost-cutting device. In the case of the Point MacKenzie
Agricultural Project, for example, the 19 dairies required in the original configuration
would have been eligible for, and would have needed, $1 million each, or a total of
$19 million. At that, many of the units would not have been of an efficient size,
and those which were would have been grossly undercapitalized.

Should the bill allowing consolidation of units be approved, five consolidated
farms and six" single farms are likely to result at EOint MacKenzie, making the total
loan requirement $16 million, a savings of $3 million. (Five at $2 million; six at
$1 million each.) Moreover, the total number of cows producing milk will actually
be higher than in the original plan, a fact which is crucial to the survival of the

finished product marketing arm, Matanuska Maid.
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The original Point MacKenzie feasibility study was written seven years ago.
Even then, the study clearly stated that the most efficient farm was the largest
size studied (150 cows). Since that time, building costs have increased by huge
increments. So have insurance, workmen®s compensation, feed, labor, equipment,
fertilizer, and so on.

In the past seven years, the industry as a whole has undergone a number of
changes tendln(ﬁ} to force farms into larger sizes for efficiency of production,
It is ||ke|Ry that this trend will increase, rather than subside, especially if
President Reagan's proposed new farm policy is instituted nationally.

Consolidation and an increase in unit loan limits will insure that Point
MacKenzie dairies cane on line in configurations that will allow than to compete
with shipboard milk. The ship milk is produced on farms being subjected to great
national pressure to become larger and more efficient. |If we are to compete, we
too must become larger and more efficient. Building 19 units, many of which will
be small expensive anachronisms on the day they open, does not make economic sense
for the fanner, for the state, or for the consumer.

National statistics indicate that the farms now in trouble are those with
between $50,000 and $500,000 in gross annual revenues. Adjusted for pricing
differentials, the Alaskan figures would more likely be between $60,000 and
$700,000. At present, only a few farms in Alaska exceed that volume. Anything
under $60,000 could be considered a hobby with the owner/operator making the
main living elsewhere. To earn over $700,000 a dairy farm would have to milk
240 cows, and milk them well. A 240-cow farm in Alaska costs a minimum of $2.5
million to build, stock and plant.

With the recent loss of a significant percentage of its stability and pricing
levels at the market, the dairy industry in Alaska is particularly vulnerable right
now, and particularly in need of a mechanism for consolidating both land and debt
to a point that will again allow than to operate with positive cash flows. Between
them, SB 110 and SB 155, would be of immense help in preserving the gains that
have been made in the dairy industry. And, as | mentioned earlier, they will save
money in both the short and long runs.

Other areas of agriculture would be similarly benefitted by the measures. Delta
would became more flexible in the handling of their lands; possibly _con_ve_rtln% sane
of the far ;into the part-time lower-gross category while still maintaining the
same amou.. of planted acreage. Hogg farms and beef feedlots are as capital-intensive
as are dairy farms: with the rise of inflation over the past decade, it. would not
be possible’ to build either of these enterprises to an efficient level for the
current loan limits. The state has invested significantly in the Processlng ends
of both the meat and milk industries. It seems foolish to expect these investments
to Pay off if there are not to be any large hog farms, no big beef feedlots and
no large dairy farms.

There has been much concern expressed over the delinquency rate of current
ARLF loans. | think that is a Problem that will take care of itself once farming
has actually been developed, rather than developing. Once the industry has grown
to the sufficient volume to be interrelated and profitable, the private financing
industry will be only too gklad to take over the responsibilities. For new, it must
be remembered by policy makers that ARLF is _in the business of developing a new
basic industry, literally frcm the woods. They are not loaning to a new hamburger
outlet for a Simple return on invested capital. They are trying to get Alaskan
agriculture to the point where we could sell our own hamburgers, not just eat the



agricultural bills- page four

ones that ccrne in frcm Argentina. When reading the negative reports from
Legislative Audit and the Budget Office, this ultimate larger purpose should
be recalled.

As for SB 154, dealing with production credits, 1 favor this mechanise
simply because it premises seme benefit to those who have been trying the
hardest to make the agricultural system work. The way it is now, those of us
why have been working hardest and longest, thus losing the most money, are the
ones getting hurt. Those who have been planting for years at Delta, with only
a modicum of state encouragement, or who began producing milk at Point MacKenzie
before they absolutely had to, would at least get the benefit of seme reduction
in carryover interest debt. In the case of the FOint MacKenzie fanners, the
state in its capacity of creamery owner has held the price of milk down because
of a state moratorium until late 1985 on state loan repayments. That sounds all
right, until you remember that if the interest is not forgiven, it will have cost
every farmer about $80,000 for that moratorium. There is no way to reooup that
loss without production credits.

To summarize, SB 110 and SB 155 will act quickly to maintain the dairy
industry in Southcentral Alaska, and enable the other areas of agriculture to
become more efficient and to develop according to the overall plan. SB 154 will
not involve an appropriation, and will greatly aid those who have been the losers
so far in the struggle to develop agriculture in Alaska.

I would be happy to supply more information, either general or specifically
frcm my own Point MacKenzie operation, should you decide that that would help
you in your deliberations.

Thank you for taking your time in a busy 120-day session to listen to these
concerns.

Sincerely

Karen 0. Lee
Owner
Tract 30 Point MacKenzie



FISCAL NOTE FOR THE
COMMITTEE SUBSTITUTE FOR SB 40

In 1984 there were an estimated $20,000,000 in gross sales
of agricultural commodities 1in Alaska. A 20% production
credit has been authorized in this act and would amount to
$4,000,000 ($20,000,000 x 20%). Since approximately 25% of
total gross sales is from farms with very little debt load
(primarily producing potatoes and other vegetables), the
State of Alaska can expect to have about $3,000,000 worth of
credits that could originate because of this legislation for
the 1984 1income tax year. This $3,000,000 credit should
allow between 1/3 to 1/2 of the farms (50 to 100 farms) that
would not be able to service their debt to continue to farm
without going into delinquency or in default. Thus, without
this legislation, the State of Alaska will forego between
$1,500,000 and $2,000,000 due to delinquency or default of
the affected farmers.
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How ? "armers be able to make loan payments after the

moratov. end, given that the production credit programwill
begir.i t" d .rease and eventually terminate?

For tne following reasons, the department believes that farmers
will be in a better financial position in the future if debt
relief is provided now:

1. Per acre yields and livestock production will increase
as farmers gain more knowledge about producing in
Alaska. This 1is already occurring on individual
farms.

2. Per acre yields will also increase as tilling of the

new land increases.

3. Per farm production will increase as more land on
individual farms becomes available for production
following final clearing, berm removal, etc.

4. Expanded in-state markets can lead to increased per
farm income.

5. Crop prices should generally increase over the next
several years for two reasons: a) crop and livestock
prices are probably at the low point in their cycles
and, b) although inflation is low at the moment, it
still exists and will lead to some overall price
increases.

6. On-farm diversification, either through planting other
crops such as rapeseed, or raising livestock, can lead

to increased farm income.

7. By being relieved from debt now, farmers may be able
to generate some savings for future loan payments.

8. As agriculture develops in Alaska, production costs
should decrease relative to commodity prices due to
increases in the scale of production in-state.

9. Allowing a farmer to return land to the State and then
re-leasing it for farming purposes may assist farmers
with insurmountable land debt problems.



<5
FROM: MIKE CARLSON, P.O. BOX 953, DELTA JCT., AK 99737 &

895-484-9-4J: 895-4697

RE(.
SHOULD HAVE HAD A POSITIVE EFFECT AND FISCAL NOTE. 1 JUST TALKED
TO TWO SUCCESSFUL FARMERS WHO PROBABLY WILL FILE BANKRUPTCY. HOW

IS THE STATE GOING TO DO ON TEN CENTS ON THE DOLLAR? THIS 1S
GOING TO COST THE STATE MONEY. IF POSSIBLE, PLEASE RECONSIDER.

9

(0]



Original 3ponsor: Coghill

IN THE SENATE BY THE RESOURCES COMMITTEE
CS FOR SENATE BILL NO. 40 (Resources)
“ IN THE LEGISLATURE OF TIIE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act; entitled: "An Act allowing agricultural production credits; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 03.05 i1s amended by adding a new section to read:

Sec. 03.05.015. AGRICULTURAL PRODUCTION CREDITS. @ The
commissioner of natural resources shall establish a program of agri-
cultural production credits to be applied against interest due on
agricultural loans made under this title and AS 44 and interest due on
the sale of agricultural land under AS 30.05. The credits shall be
based on agricultural x>roducts grown or raised iIn the stare.

(b) The annual credit for the years 1S84 - 1933 is 20 percent of
the total sales as documented by the farmer on InternalRevenue Ser-
vice Schedule F (form 1040). The portion of total sales asdocumented
by the farmer on Internal Revenue Service Schedule F (form 1040) that
may be claimed as a credit under this section for 1989 and each subse-
quent year shall decrease by two percentage points each year.

(©) A credit granted under this section may not be transferred.

* Sec. 2. AS 03.05.015 1is repealed December 31, 1994.
* Sec. 3. This Act takes effect immediately in accordance with AS 01.-

10.070(c).

-1- CSSB 40 (Res)
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/ Senator f ofjn p. (fack) CogfjtU

SlasUa grtate Negislature

TO: Al Members of the Committee on Resources
FROM: Senator Coghill

RE: SB 40, Production Credits

1 have introduced a bill that 1 believe will create a glimmer of hope
for our Alaskan farmers. It"s not a give away, but a mechanism to reward
those who are willing to produce. Those who are willing to continue

their committment and invest their own sweat equity into their land.

SB 40, which Senator Kerttula has co-sponsored, sets in place the means
to assist those farmers who have been caught in the middle of a colossal
change in agricultural policy; one previously based on an export market

and now focused on in state production.

It will take time to achieve this changeover. But in the meantime, our
farmers must contend with the accumulation of high land loan payments,
the interest on which will be due as soon as the moratorium runs out.
Unless we have a method of lowering this debt level our farmers will
experience great difficulty in achieving a cash flow necessary to

arrange private funding.

The sponsor substitute befora the committee today will credit 20 percent
of the receipts of farm products as found on the IRS farm income form.
This form would be provided by the parties. The production credits would
remain at 20 percent from the years 1984 to 1988 and then decrease two
percent through 1994. The credits would apply to land purchase loans,

clearing loans and all loans from the Agriculture Revolving Loan Fund.



Agriculture in our state continues to grow. In the last five years our
total farm assets have grown by $25 million dollars and with this growth
have come new jobs, a use that is compatible with the environment and a

method of keeping Alaskan dollars within the state.

I feel it is imperative that we implement a program that will allow
breathing room for our farmers while the rest of the in-state market

infrastructure grows to meet their production.



Glenn Briggs %
Box 770-517
Eagle River, AK 99577



Eagle River, Alaska
March 4, 1985

Senator Arliss Sturgulewski, Chairman
Committee on Resources

Pouch V

Juneau, Alaska 99811

Dear Arliss:

I appreciate your offer to delve iInto
Alaska®s agricultural projects particularly at
a time when you are deeply involved in matters
of greater concern to the general public.

The same pitch made to you was also made
to the Senate and House Finance Committees and
to Mitch Abood but after pressing the issue for
four years with no response from legislators, |
don®"t expect any this time around.

Once the 1986 budget is approved I will
appreciate being advised of the amounts approved
for agricultural programs.

Thanks for listening,

Glenn Briggs



AGRICULTURAL PRODUCTS:

Product

Fluid milk & cream

Beef

Pork

Lamb and mutton

Poultry

Eggs13

Vegetables, Fresh
potatoes
snap beans
broccoli
cabbage
carrots
lettuce
cauliflower
celery

Vegetables, Canned
snap beans
carrots
peas
sauerkraut

Vegetables, Frozen
snap beans
carrots
peas
broccoli
cauliflower
potatoes

a USDA Agricultural Statistics,

One case equals 30 dozeneggs (47 pounds)
Washington Agricultural Statistics, Washington Crop and

o

¢ For 1980.

TABLE 2

Per Capita Civilian

Consumption (lbs)a 1981

222.
104.
69.

H
o 0OoOWwo
(@]

~NF, OO0 0N N
~No NI BN

(op]

.63d
-503
. 75"
.50=

= W

.38d
.25d
.00d
.88d
.75d
148.a03

1982

N e

1983 1982
(percentage)

17.6  20.0
2.3 1.7
3.7 2.8
3.8 8.2
.7 9
17.6 10.7
62.9 46.0
N/A

N/A

23.9 22.6
15.5 15.1
18.0 14.6
N/A

N/A

0

0

0

0

0

0

0

0

0

0

Livestock Reporting Service (November 1982)

d Estimated farm weight by factors of 2.4 for potatoes aiidl.25
vegetables (""Preliminary Report of Work in Progress,

PER CAPITA CIVILIAN CONSUMPTION
AND ESTIMATED MARKET SHARE FOR ALASKA®S PRODUCTS

Alaska Production Market Share

Projected 1990
(percentage)

75
25
40
25
25
60

75

10s
10e
25F
25fF
209
10e
20h

25
50
50
50

50
50
50
50
50
50

for other

Cityof Nenana

Project No. AG 103- Vegetable Industry Feasibility Study," Goldstream

Associates).

e Assume 50 percent market share divided by six to represent a two month

marketing period.

f Assume a 50 percent market share divided by two to represent a six

month marketing season.
9 Assume an 80 percent market share divided by four to represent a three

month marketing season.
<= Assume 50 percent market share divided by three to represent a four

month marketing period.

Source:

Assessment of Alaskan Agriculture. 1983

Railbelt Population:

-7 -
1982
306,543

1983
345,580

Department of Commerce and Economic Development.

1990

371,539

An Econonic



i Total
War | Loan Payment3
>*56,571 %
i90<i 56.571 i
1
w 54,571 j
IWBB 56,571 J
| <
11909* 129,136 =
I . %
11w 129,136
J
129.136 ,
i¥)?: 119,1*5
1997 $9,JiJ5
99*1 ag9,ws -
W6
1 Fnymortf:* for land enuring wtf
3
4

Assumptions

1500 acre farm

1500 acres planted in barley
Producti®"on of 1 ton per acre

Farm development
Land purchased for $180 per acre at 12%
loan of $300,000 at 8%

TBB AFFECT OP PFfIOPOCPXCH CREDITS CM LOW PAYWEWI8 - farmer brown sales- $i87,500/ year

1
2
3.
4. Chattel
5
6
7

Land clearing

loan of $208,000 at 8%,

Totolo 1»

Internet
Portion of Lo*n*4

930,660

28,596

26.340

23,929

90.726

86,655

82,500

77,992

76,266

74/352

2 awttel loan ia paid-aW in thia your.
not include curating lcon.

AKrludxa annuaid. cparatlrg loan intswet of $4/500,
!

loan of $119,000 at 8% -

Credits-
Available

$37,500

37,500";

37",500"

37 ,500 = .

37,500;.

33,750--

30,000

26,250

22,500

18,750

land pu«fcaw> boglgq,

1

20

20

20

20

20

18

16

14

12

10°j

. \
. - = |
- sells for. $125 per ton et T
first payment due in 1985-
first payment due® in 1985
interest with.ifidratorium, firstpayment due in 1989
interest - _with-moratorium, firstpayment due 1in 1989

Interest Fnywnt Total Loan Payment
Following Credit Deduction Fallowing Credit Podueticn
$ 0 9 257911
%
0
1 27,985
0 30,223~
0 32,642 J
53,226 91,636"
(
52,905 95,386
52,500 99,136
51,742 62,935"
53,766 66,605 *°
55,602/ 70.435" Ir -
Total interest forgiven $278,273 * A

Total

Loans $897,000 (principal)



LOAN PROGRAMS FY 81 - FY 86
Interest Rates and Delinquency Rates

Program / Statute Delingquency Rate Interest
($ 000) Pet Rate
Econ Development:
Agriculture Rev Loans 03.10 6,953.5 15.6 8.0
AIDA Enterprise Fund 44 .88 15,270.2 4.7 varies
AIDA Eco Dev Fund 44 .88 I'n/a n/a varies
Ak Resources Corp 1) 37.12 n/a n/a varies
Commercial Fishing 16.10 11,551.3 14 .4 10.5
Fish Enhancement 16.10 .0 " ,0 9.5
Fish Mortage & Note 2) 16.10 n/a n/a". n/a
Grain Reserves Loans 03.12 .0 .0 8.0
Mining Loan Fund 27.09 10,621.0 55.9 10.0
Small Business 45_95 34,198.0 --48.1 9.5
Tourism Rev Loans 45.90 1,034.0 16. » 9.5
Education: L
Scholarship Loans 14.43 12,470.1 6.7 5.0
Teacher Loans 14 .43 n/a n/a 5.0
Energy:
Alternative Tech 3) 45.88 2,408.0 22.3 5.0/15.0
Residential Energy 4) 45.89 1,039.2 19.8 5.0
Rural Electrification 44 .83 .0 .0 2.0
Housing:
C&RA Housing Asst 44 .47 1,977.2 2.0 varies
AHFC Programs 18.56 113,615.0 3.0 varies
Medical & Child Care:
Child Care Facility 44 .33 103.0 15.4 7.0
Res Care Facility 2) 44 .33 n/a n/a n/a
Med Malpractice 5) 21.88 .0 .0 6.0/7.0
Municipal Assistance:
Bulk Fuels 45.87 148.0 .7 varies"
Historical District 45.98 .0 .0 7.5
* Delinquency rates are from State Loan Program: Quarterly Actitvity

Report, Fourth Qtr FY 84; House Research Agency, October 1984.

1). Repealed effective July 1, 1989.

2). Repealed during 1982 session.

3). Interest rate is 5.0% on the first $15,000 and 15% on the -excess.

4). On loans made after 12-31/83 theinterest rate is the average
weekly municipal bond yield rates.

5). Interest rate is 6.0% if the borrower 1is unable to procure re—

insurance from a private casualty insurer.

LFD/January 7, 1984



AGRICULTURAL REVOLVING LOAN FUND

December 31, 1984

Loans outstanding - $ 48,454, 644._47
Borrowers - 266

Loans - 759

Average loan size - —+ 60,850
Average borrower -N173,630

Delinquency rate is three times more 1in the Delta area
than in the Matanuska area -

15.52% S 47.92%
old farmers new farmers
The delinquency rates are divided evenly between short

term, chattel and development loans.

National 1level - Farmers Home Administration has a 35%
delinquency rate.

Total ARLF is 68.5 million.



FISCAL NOTE FOR THE
COMMITTEE SUBSTITUTE FOR SB 40

In 1984 there were an estimated $20,000,000 in gross sales
of agricultural commodities 1in Alaska. A 20% production
credit has been authorized in this act and would amount to
$4,000,000 ($20,000,000 x 20%). Since approximately 25% of
total gross sales is from farms with very little debt load
(primarily producing potatoes and other vegetables), the
State of Alaska can expect to have about $3,000,000 worth of
credits that could originate because of this legislation for
the 1984 1income tax year. This $3,000,000 credit should
allow between 1/3 to 1/2 of the farms (60 to 100 farms) that
would not be able to service their debt to continue to farm
without going into delinquency or in default. Thus, without
this legislation, the State of Alaska will forego between
$1,500,000 and $2,000,000 due to delinquency or default of
the affected farmers.



IN THE SENATE BY COGHILL AND KERTTULA
SUBSTITUTE FOR SENATE BILL NO. 40 C t-es)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act allowing agricultural production credits; and
providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 03.05 is amended by adding a new section to read:

Sec. 03.05.015. AGRICULTURAL PRODUCTION CREDITS. @ The
commissioner of natural resources shall establish a program of agri-
cultural production credits to be applied against 1iInterest due on
agricultural loans made under this title and AS 44 and iInterest due on
the sale of agricultural land under AS 38.05. The credits shall be
based on agricultural products grown or raised iIn the state.

(b) The annual credit for the years 1984 - 1988 i1s 20 percent of
the total sales as documented by the farmer on Internal Revenue Ser-
vice Schedule F (form 1040). The portion of total sales as documented
by the farmer on Internal Revenue Service Schedule F (form 1040) that
may be claimed as a credit under this section for 1989 and each subse-
quent year shall decrease by two percentage points each year.

(©) A credit granted under this section may not be transferred.

* Sec. 2. AS 03.05.015 1is repealed December 31, 1994.
* Sec. 3. This Act takes effect immediately iIn accordance with AS 01.-

10.070(c) -
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IN THE SENATE BY COGHILL
SENATE BILL NO. AO
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act establishing an agricultural product 1incen—
tive program."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 38.05 is amended by adding a new section to read:

Sec. 38.05.06A. AGRICULTURAL PRODUCT INCENTIVE PROGRAM. (a)
The director shall establish an agricultural product incentive progranm
to credit agricultural 1land purchasers on the basis of agricultural
production. The credit may be based only on the production of grains,
dairy products, and Jlivestock on agricultural 1land purchased under
this chapter.

(b) The amount of the credit shall be determined by the direc—
tor, based on the Seattle price of the product credited, minus the
freight cost to the production location.

(c) The credit may be applied only against principal due on a

sale of agricultural land made under this chapter.
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I, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.
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Signature of Camera Operator






IN THE SENATE BY COGHILL
SENATE BILL NO. Al
IN THE LEGISLATURE OF TilE STATE OF ALASKA
FOURTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to payments on the sale of agricul —
tural land.™
BE IT ENACTED BY THE LEGISLATURE CF THE STATE OF ALASKA:
* Section 1. AS 38.05.065(h) 1is amended to read:
(h) The commissioner may declare a moratorium of up to 10 [FIVE]

years on payments on a sale of agricultural land under this section if
(1) the commissioner determines that the moratorium is in the best
interest of the state; (2) the commissioner certifies and the contract
purchaser agrees to perform farm development, <crop production, and
harvesting, not including land clearing or related activity, requiring
the expenditure of amounts equivalent to the payments that would
otherwise be made during the moratorium; (3) the sale of the agricul—
tural land takes place after July 1, 1979; and (A) the contract pur—
chaser 1is in compliance with the development plan specified in the
purchase contract at the time the purchaser applies for a moratorium
under this subsection and remains in compliance with the development
plan during the moratorium. Interest does not [PAYMENTS ARE SUBJECT
TO THE MORATORIUM BUT INTEREST CONTINUES TO] accrue during the mora-—

torium.



How will

F/c)/v\

farmers be able to make loan payments after the

moratoriums end, given that the production credit program will
begin to decrease and eventually terminate?

For the following reasons 2 the department believes that farmers

will be

in a better financial position in the future if debt

relief is provided now:

Per acre yields and livestock production will increase
as farmers gain more knowledge about producing in
Alaska. This is already occurring on individual

farms.

Per acre yields will also increase as tilling of the
new land increases.

Per farm production will increase as more land on
individual farms becomes available for production
following final clearing, berm removal, etc.

Expanded in-state markets can lead to increased per
farm income.

Crop prices should generally increase over the next

several years for two reasons: a) crop and livestock
prices are probably at the low point in their cycles
and, b) although inflation is low at the moment, it

still exists and will lead to some overall price
increases.

On-farm diversification, either through planting other
crops such as rapeseed, or raising livestock, can lead
to increased farm income.

By being relieved from debt now, farmers may be able
to generate some savings for future loan payments.

As agriculture develops in Alaska, production costs
should decrease relative to commc 5ty prices due to
increases in the scale of production in-state.

Allowing a farmer to return land to the State and then
re-leasing it for farming purposes may assist farmers
with insurmountable land debt problems.



