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A. Current farms are u n d e r c a p i t a l i z e d  and th e re  is 
no o th e r  source of  funds a v a i l a b l e .  The c u r r e n t  d a i r i e s  
a r e :
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Tucker Dairy 
Lee Dairy 
James Dairy 
Rudgers Dairy

TOTAL

F a c i l i t y
Size

1190

Actual
Cows

D if fe rence

480 cows 360 120 cows
300 cows 160 140 cows
260 cows 40 220 cows
150 cows 50 100 cows

610 580

I t  does n o t  make sense to  c r e a te  f a c i l i t i e s  and then not 
p rovide  inadequate  funds fo r  cows. These d a i r i e s  a re  a l l  
up a g a in s t  the  $1,000,000 loan l i m i t ,  but need a d d i t i o n a l  
funds to  b r ing  these  d a i r i e s  up to  maximum c a p a c i ty .  
In c re a s in g  the loan l i m i t  w i l l  al low these  d a i r i e s  to  oe 
brought up to  1007> milk producing p o t e n t i a l .  This w i l l  
gen e ra te  the  g r e a t e s t  r e t u r n  on sc a rce  funds because of 
a b e t t e r  u t i l i z a t i o n  of  e x i s t i n g  f a c i l i t i e s .
Every cow gen e ra te s  $3 ,0n0 in  revenues fo r  the  farm. In 
a d d i t i o n ,  according  to  Matanuska Maid each a d d i t i o n a l  cow 
g en e ra te s  $420 per year  in  a d d i t i o n a l  ne t  income fo r  the 
creamery (see E xh ib i t  B).

580 a d d i t i o n a l  cows x $420.00 
' = $248,600 a d d i t i o n a l  n e t  income to  the  creamery.

^  SENATE BILL NO._155 J>
Proposes th^"~s-pi-xttlr‘ig‘ and combining of a g r i c u l t u r a l  
p a r c e l s

This change i s  n ecessa ry  f o r  the fo l lowing reaso n s .

1. By c o n s o l id a t in g  p a rc e l s  the  t o t a l  c a p i t a l  
r e q u i r e d  per  cow i s  s u b s t a n t i a l l y  l e s s .  In our c a se ,  con­
s o l i d a t i o n  reduced c a p i t a l  investment per cow by 32%.
This c r e a t e s  more com pet i t ive  f ixed  co s t  and  ̂ w a r s  debt 
requirem ent per  cow. Boyd Buxton, noted d a i r y  a u t h o r i t y  
who has done work fo r  the  Department of  A g r i c u l tu r e ,  s t a t e s
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"The investment per cow in  d a i ry  b u i ld in g s  and equipment 
i s  s u b s t a n t i a l l y  l e s s  on l a r g e r  than on sm alle r  d a i r i e s  
r e g a rd le s s  of r e g i o n . "  (See Exh ib i t  C, Page 14 "Economic 
Po l icy  and Technology F ac to rs  A ffec t ing  Hrrd Size and 
Regional Location  of  U.S. Milk P ro d u c t io n " ) .

2. The o p e ra t in g  c o s t s ,  inc lud ing  i n t e r e s t  expense 
per  cwt of milk produced, are  lower on l a r g e r  d a i r i e s  than 
on sm alle r  d a i r i e s  because of  the p r i n c i p l e  of economies
of  s c a le .  The Tucker d a i ry  ope ra t ing  co s ts  per cwt of  milk 
produced are  26% lower on one la rge  d a i ry  than they would 
be on four  sm a l le r  d a i r i e s .  Boyd Buxton s t a t e s  "Based on 
whole farm budgets ,  the l a rg e r  d a i r i e s  with  500 cows or 
more are  more p r o f i t a b l e  than sm alle r  d a i r i e s . "  (See 
E xh ib i t  C, Page 27) .

3. Most o f  the Poin t  MacKenzie p a rce l  owners have 
l i t t l e  or no exper ience  in  the d a i ry  i n d u s t ry .  T here fo re ,  
i t  i s  im pera t ive  t h a t  the d a i r i e s  h i r e  competent d a i ry  man­
agers  to  in su re  a s u c c e s s fu l  and well managed farm. Con­
s o l i d a t i o n  makes t h i s  f i n a n c i a l l y  p o s s ib le .

4. C u r ren t ly  many d a i r i e s  have a l read y  jo ined  
to g e th e r  in  coope ra t ive  e f f o r t s  as fo l lows:

Dairy West jo ined  two borough p a rc e ls  to g e th e r
Tucker Dairy jo ined  four  se p a ra te  p a r c e l s  to g e th e r
Wright Dairy jo ined  two p a rce l  to g e th e r
James Dairy jo ined  two p a rc e ls  to g e th e r
Shoone Dairy jo ined  two p a rc e l s  to g e th e r

These j o i n t  e f f o r t s  have been n e c e s s i t a t e d  due to  the 
simple economics of  the d a i ry  in d u s t ry .  The d a i ry  
in d u s t ry  needs Senate B i l l  155. Not pass ing  Senate B i l l  
155 would p lace  a d e f i n i t e  hardsh ip  on these  d a i r i e s  and 
could r e s u l t  in  t h e i r  bankruptcy and thus the  in d u s t ry  as 
w e l l .

5. The c o n s o l id a t io n  o f  d a i r i e s  i s  in  compliance 
with the i n t e n t  of  the i n i t i a l  s a le s  brochure dat^d 
September 11, 1982 (see Exh ib i t  D) which s t a t e s  "The major 
o b je c t iv e s  are  to  s t im u la te  i n - s t a t e  milk p roduc t ion ,  to 
provide milk to  Alaska consumers a t  a com peti t ive  market 
p r i c e , and to  a s s i s t  in  ga in ing  a g r i c u l t u r a l

s e l f - s u f f i c i e n c y  f o r  the S ta te  of A laska ."  Only through 
c o n s o l id a t io n  can we be com pet i t ive .
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6 . The consolidation of parcels will eliminate unnec­
essary duplication of buildings and machinery. This will 
substantially reduce the borrowing required from the ARLF. 
There is currently not enough money in the ARLF to develop 
all the remaining parcels and the reduced capital needs 
resulting from consolidation will help lessen the demands 
on ARLF funds. In our case, the ARLF has only $1,000,000 
invested in one 485-cow facility instead of a possible 
'$4,000,000 in four 120-cow dairies.

I have also enclosed earlier correspondence related to 
Point MacKenzie that you might find helpful. They are:

Exhibit E 
Exhibit F 
Exhibit G 
Exhibit H

1/1/84 Jalmar Kerttula 
6/22/84 Bob Heath 
9/14/84 Dean Brown 
1/17/84 James K. Barnett

The passage of Senate Bills 110 and 155 are mandatory if 
we are going to work toward a successful, profitable and 
financially strong dairy industry that will produce dairy 
products for Alaskans at a competitive price.

Thank you for your attention to this very important matter. 
If I can be of any further assistance, please do not 
hesitate to give me a call.

cc: Esther Wunnicke
James K. Barnett 
Mike Szymanski 
Jan Faiks 
Jalmar Kerttula
Bill Heim
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F a c i l i ty  S ize M a c h in e ry  W o rk s h o p  T o ta l  C o s t

5 0 . 7 5  C o w  S ta n c h io n  4 0 'x 6 0 '  4 0 'x 4 6 '  5 5 7 ,8 8 0
100, 1 5 0  C o w  F re e  S ta ll  4 0 ’x 7 5 ' 4 0 ’x 4 6 ’ 5 6 5 ,6 8 0 ,

Calf, Heifer, and Dry-Cow Housing

There are controversies concerning the housing 
of calves. Indications are that calf death rates are less 
if they are removed to cold housing one day after 
birth. The cold housing recommended is a 4’ x 14’ 
hutch, 4’ x 8’ o f which is a plywood shed free from 
drafts and bedded with straw, 4’ x 6’ being an 
exposed area enclosed in hog wire for feeding. In 
high snow areas, management o f the hutches may be 
difficult. Therefore, an alternative is offered by 
putting the “ hutches” in a cold building. An addi­
tional advantage of this practice is that the 'calf 
housing can be combined with that fc r heifers and 
dry cows in a single building. The major advantages 
of this system is that feeding can be accomplished in 
one building and that manure handling (a straw pack 
removed in spring and periodically throughout the 
summer) is a single operation. The straw pack waste is 
removed to the fields in spring and fall.

Tabic 6: Machinery Storage and W o r k s h o p

Table 7: Calf, Heifer, and Dry-Cow Housing

S p a c e  P e r  C o w N u m b e r  o f  C o w s  H o u s e d 1

1 2 -2 4  m o . & T o ta l  S p a c e B u ild in g T o ta l  C o s t
F a c i l i t y  S iz e 0-2 m o . 2-12 m o . d r y  c o w s 0-2 m o . 2-12 m o . 1 2 -2 4  m o . d ry  c o w s ( f t 1 ) S ize S

5 0 -C o w  S ta n c h io n 5 6  f t 1 2 5  f t 1 11C f t 1 19 19 16 10 3 ,4 9 9 4 0 ' x 9 0 ' ‘5 2 ,4 0 0
7 5 - C o w  S ta n c h io n 5 6  f t 1 2 5  f t 1 100 f t 1 2 8 2 8 25 15 5 ,3 8 0 5 0 ' x  1 0 0 7 2 ,0 0 0

1 0 0 -C o w  F re e  S tv ie 5 6  f t 1 2 5  f t 1 110 f t 1 37 3 7 3 2 20 7 ,0 3 7 5 0 ' x 14<): 100,000
1 5 0 -C o w  F re e  S ty le 5 6  f t 3 2 5  f t 1 110 f t 1 55 55 4 8 3 0 1 0 ,5 1 5 6 0 ' x  1 8 0 < 1 5 3 .2 0 0

^Av-umeN a 15%  Inss a t O -J m on th s , n o  losses a t 3 -1 2  m o n th s , 1 2%  lo ss  a t 1 2 -2 4  m o n th s  and a he rd  re p la cem en t o f  2 5%  o f  th e  to ta l.
In c lu d e s  4 5  f t 2  o f  re s tin g  area and 6 5  f t 2 o f  " l o t "  a rea .
1 Iw n  5 0 '  x 7 0 '  o r  tw o  6 0 '  x  9 0 '  bu ild in g s  c o u ld  be  used .

Table 8: Total Capital Investment for Four Facility Sizes
5 0 -C o w  S ta n c h io n 7 5 -C o w  S ta n c h io n 1 0 0 -C o w  F re e  S ta ll 1 5 0 -C o w  F re e  S ta ll

Bum  a n d  Iro n S 7 1 ,8 2 0 5 1 0 8 ,0 0 0  . 5 1 4 0 ,4 0 0 5 2 1 0 ,6 0 0
V e n t i la t io n 7 ,5 0 0 1 1 ,2 7 8 lo.oyo 1 5 . J 0 0
M ilk R o o m 6,000 6,000 N / A N /A
M ilk P a r lo r N /A N /A 5 0 ,7 6 0  • 5 1 ,8 4 0
M ilk in g  E q u ip m e n t 4 0 ,0 0 0 5 5 ,0 0 0 8 0 ,0 0 0 - 8 0 ,0 0 0
S ilos 1 6 0 .9 9 9 2 4 1 ,4 9 9 3 1 6 ,9 8 8 ; 4 6 2 ,5 0 1
M jn u r e  H a n d lin g 4 3 ,2 7 1 5 0 ,8 3 3 5 9 ,8 5 8 . 6 1 ,4 4 0
C u n c e n t r a te  S to ra g e 10,000 1 5 ,0 0 0 20,000 3 0 ,0 0 0
H ay a n d  B e d d in g  S to ra g e 3 1 ,2 0 0 4 5 ,5 0 0 . .  5 8 ,5 0 0 8 8 ,4 0 0
M a c h in e  S to ra g e 3 1 ,2 0 0 3 1 ,2 0 0 3 9 ,0 0 0 - 3 9 ,0 0 0
W o rk sh o p 2 6 ,6 8 0 2 6 ,6 8 0 2 6 ,6 8 0 2 6 ,6 8 0
C all- a n d  D ry -C o w  H o u s in g 5 2 ,4 0 0 7 2 .0 0 lOO.OOO- 1 5 3 ,2 0 0
Well 3 ,5 0 0 3 ,5 0 0 3 ,5 0 0 3 ,5 0 0
I c e d - I l a n d l in g  E q u ip m e n t 8,000 12.000 1 6 ,0 0 0 20.000

T O T A L 5 4 9 2 ,5 7 0 S 6 7 8 .9 9 0 5 9 2 1 ,6 8 6 5 1 ,2 4 1 ,7 1 1

c d v > M a n ’
7

Housing costs arc the same as those used for hay 
and straw storage plus S I.00 /ft2 for iron and 52,000 
for all units for plumbing. Space for animals is deter­
mined using standard allotments. Twice the.hutch 
area per calf is used to enable hutches to be moved 
before being occupied by a new calf. Table 7 shows 
space per cow by age, total number of cows housed, 
total space and total cost.

Feed Handling

Feed handling in stanchion units is accomplished 
by electric cart although a feed bunk system could 
also be used. Free-stall barn feeding is accomplished 
by augering the feed into the feed bunks. Provisions 
have been included for feed mixing at the silo unload 
area. The silos load out into a feed mixer and then 
either into carts or an auger hopper. A feed mixer is 
provided to keep feed consistency constant if both 
haylage and silage are fed. Approximate cost is 
$4,000 per silo.

Well

There is limited data to indicate the depth of 
wells required in the Point Mackenzie area. It is



814 W. Northern Lights Blvd. 
_  Anchorage, Alaska 99503 

(907) 561-5223

Decem be r 4 , 1984

M r. Jo se ph P. Cange 
P .O . Box 4 -6 47 
A n c h o r a g e ,  Ak . 99509

Dea r Mr . Cange:

You a ske d us two q u e s t i o n s .  You r q u e s t i o n s  and o u r  b e s t  j u d gm e n t  
a n sw e r s a r e :

1 . The q u e s t i o n :  What i s  t h e e co nom i c v a l u e  t o  t h e Ma ta nu sk a 
M a id C reame r y o f each new p r o d u c i n g  cow b r o u g h t  on s t r e am i n  
t h e  P a l m e r / P t .  MacKenz i e A rea?

Our A n swe r :  Our p r o j e c t i o n s  i n d i c a t e  t h a t  an i n c r e a s e  o f
1075 p r o d u c i n g  cows ( t h e  num ber r e q u i r e d  t o  b r i n g  t o t a l  p r o d u c ­
t i o n  up t o o u r  s i n g l e  s h i f t  p r o c e s s i n g  c a p a c i t y )  w i l l  g e n e r a t e  
a m o n t h l y  o p e r a t i n g  cash f l o w  i n c r e a s e  o f  a p p r o x .  $ 3 7 , 5 0 0 .
Based on t h a t ,  t he v a l u e  o f  each new l o c a l  p r o d u c i n g  cow t o t h e
C r eame r y i s  $35 . 0 0 p e r  mon t h .

2 . The q u e s t i o n :  How much m i lk  can Ma t a nu sk a Ma i d s e l l  w i t h o u t
d e p r e s s i n g  t h e  ma r k e t ?

Our An swe r :  We b e l i e v e  i t  wou l d be u n r e a l i s t i c  t o  t h i n k  l o c a l
m i l k  c o u l d  a c q u i r e  o v e r  one h a l f  t he r a i l  b e l t  m a r k e t  w i l h o u t  
d e p r e s s i n g  p r i c e s .  A t Mid-Summer 1934 , Ma t a n u s k a Ma i d wat, 
s u p p l y i n g  a b o u t 27% o f a 6 4 , 0 0 0 CWT m o n t h l y  m a r k e t .

We a n t i c i p a t e  t he m a r k e t  g r o w i n g  t o a b o u t 7 1 , 0 0 0  CWT p e r  mon t h by
M i d - 1 9 8 6  and b e l i e v e  up t o 3 5 - 3 6 , 0 0 0  CWT can be p r o c e s s e d  l o c a l l y  
w i t h o u t  d e p r e s s i n g  p r i c e s .  T h a t q u a n t i t y  w o u l d  r e q u i r e  a b o u t 
3 , 0 0 0  p r o d u c i n g  cows.

V e r y  t r u l y  y o u r s ,

A FARMER OWNED CC OPERATIVE
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NED, U n iv e rs ity  o f M innesota 
217 Cla O ff B ld g , 1994 Buford Ave. 
S t. P au l, M innesota 55108

November 28, 1984

Mr. Joseph P a tr ic k  Cange 
C e r t i f ie d  P u b lic Accountant 
Box 4-647
Anchorage, A laska 99509 

Dear Mr. Cange:

In  response to 'y o u r le t t e r  o f October 31, 1984, I  have enclosed a 
p re lim in a ry d ra f t re p o r t re c e n tly  completed. The c a p ita l costs estim ated 
fo r tw en ty-tw o d a iry  ope ra tio n s in  the low e r 48 s ta te s are summarized in  
Table 4, page 15. The budget in fo rm a tio n  is  f o r  "w ho le " farm s itu a t io n s 
and in c lu d e some ope ra tio ns th a t produce most o f the feed \J ith in  the farm 
By lo o k in g a t a lte rn a t iv e  s iz e  herds w ith in  each s ta te , some idea o f how 
c a p ita l costs pe r cow change on a lte rn a t iv e  ze farms can be eva lua ted .
Table 4 breaks c a p ita l cos ts down in to  s ix  : cgo rie s such as d a iry 
b u id lin g s and equipment. Th is may he lp you 'p i :k the most re le va n t 
f ig u re s  fo r you r purposes.

; r

ro rk  tafms~would be most re le v a n t^ to  the P o in t Mackenzie p ro je c t as those 
farms use fre e s t a l l  housing , produce most o f the fo rage requ irem ent and
52-, 200-, and 600-cov ope ra tio n s are cons ide red .

I  enjoyed meeting w ith  the group re p re se n tin g the P o in t MacKenzie area
and a lso w ish we had had more time to d iscuss the farm issues .

S in ce re ly ,

Boyd M. Buxton 
A g r ic u l tu r a l Economist

BMB/dmm

Enclosure

wVr. i* • «*■ •* - - - *, ;-V; 1 - V/"' U» y  i ii  A  £.. • iJ7«. r /* , a. -j ̂  v * if% •• -o  - ■. .... • .--r
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T o t a l  h i r e d  l a b o r  ra n g e s  f r o m  1 .0 3  w o rk e r  e q u i v a le n t s  ( 2 , 5 7 5  h o u r s )  

o f  p a r t - t im e  h o u r ly  l a b o r  on th e  5 2 -c ow  M in n e s o ta  d a i r y  t o  18 f u l l - t i m e  

w o rk e rs  on th e  1 ,4 3 6 -c o w  F l o r i d a  d a i r y .  Some o f  th e  p a r t - t im e  la b o r  

h i r e d  i n  M in n e s o ta , P e n n s y lv a n ia ,  New Y o rk  and W a sh in g to n  i s  s e a s o n a l 

amd a s s o c ia t e d  w ith  c ro p  p r o d u c t io n  (T a b le  2 ) .

In v e s tm e n t  R e q u irem e n ts

The e s t im a te d  new ( r e p la c e m e n t )  c o s t  p e r  cow f o r  a s s e t s  r e q u i r e d

on  th e  tw en ty -tw o  d a i r i e s  a r e  sum m arized  i n  T a b le  4 .  R ep la c em en t o r

new c o s t s  a r e  u sed  so  t h a t  th e  a v e ra g e  a n n u a l c o s t s  o f  ow n e rsh ip  w i l l

r e f l e c t  an amount s u f f i c i e n t  t o  r e p la c e  w o rn  o u t  a s s e t s  when n eed ed .

C o s ts  th e n  r e f l e c t  an am ount needed  t o  m a in t a in  th e  lo n g - t e rm  v i a b i l i t y

o f  th e  o p e r a t i o n .

On d a i r i e s  w i th o u t  c r o p la n d  f o r  f e e d  p r o d u c t i o n ,  th e  t o t a l

in v e s tm e n t p e r  cow ra n g e s  f r o m  $ 3 ,3 7 2  on th e  1 ,4 3 6 -c o w  F lo r i d a
«

d a i r y  t o  $ 5 ,0 5 3  f o r  th e  3 5 9 -c ow  A r iz o n a  d a i r y .  I n c lu d in g  la n d  and 

f i e l d  m ach in e ry  t o  p ro d u c e  f e e d ,  a  M in n e s o ta  5 2 -c ow  d a i r y  ha s  a t o t a l  

re p la c e m e n t v a lu e  o f  a s s e t s  o f  m ore  th a n  $ 1 5 ,0 0 0  p e r  cow . The ’ 

d i f f e r e n c e  be tw een h e rd  s i z e s  and r e g io n s  a r e  b e s t  r e f l e c t e d  i n  com pa rin g  

in v e s tm e n t p e r  cow i n  d a i r y  b u i ld in g s  and e q u ip m en t . H e re  th e  ra n g e  i s  

f r o m  $ 7 49  on th e  1 ,4 3 6 -c o w  F l o r i d a  d a i r y  t o  $ 4 ,8 7 1  f o r  th e  5 2 -c ow  

M in n e s o ta  d a i r y  ( F ig u r e  2 ) .

F o r  t y p i c a l  h e rd  s i z e s ,  thei in v e s tm e n t  p e r  cow 

i s  s u b s t a n t i a l l y  l e s s  i n  S o u th e a s t  and S o u th w e s t r e g io n s  th a n  i n  

o t h e r  r e g i o n s .  H ow eve r, th e  6 0 0 -c ow  New Y o rk  and 5 5 0 -c ow  Id a h o  d a i r y

S .  t.



Adjusted cost per cwt

A ls o  c o s t s  w e re  lo w e r  on t h e  v e r y  l a r g e  d a i r i e s  i n  C a l i f o r n i a ,  New 

M e x ic o ,  A r i z o n a ,  and  Id a h o  t h a n  on  s m a l l e r  d a i r i e s  i n  M in n e s o t a ,  

P e n n s y l v a n i a ,  a n d  New Y o r k .  H o w e v e r , t h e  6 0 0 - c o w  New Y o r k  d a i r y  had  

c o m p a r a b le  c o s t s  t o  h e r d s  o f  a b o u t  t h a t  s i z e  i n  o t h e r  s t a t e s .

T h e  m a jo r  e x c e p t io n  w a s  t h e  r e l a t i v e l y  h ig h  c o s t  f o r  F l o r i d a  d a i r i e s .  

F l o r i d a s 1 h ig h  c o s t s  a r e  i n  p a r t  o f f s e t  b y  r e l a t i v e l y  h ig h  m i l k  p r i c e s  

r e s u l t i n g  i n  t h e  c o m p e t i t i v e  r a t e  o f  r e t u r n  on  in v e s t m e n t  d i s c u s s e d  i n  

t h e  p r e v io u s  s e c t i o n  a n d  I l l u s t r a t e d  i n  F ig u r e  3 .

T h e  c o s t  p e r  c w t o f  m i l k  i s  n e a r l y  th e  sam e f o r  a l t e r n a t i v e  p r i c e  

s u p p o r t  o r  f e d e r a l  o r d e r  p o l i c y  s c e n a r i o s .  H o w e v e r , c o s t s  pfer cw t d ro p  

d r a m a t i c a l l y  f o r  p r o d u c e r s  a c h i e v i n g  m i l k  p r o d u c t io n  p e r  cow  e q u a l  to  

t h e  to p  20  p e r c e n t  o f  p r o d u c e r s  u s in g  D H IA  t e B t s  co m p a re d  t o  a  p r o d u c e r  

a c h i e v in g  t h e  a v e r a g e  o f  a l l  p r o d u c e r s  u s in g  D H IA  t e s t s  ( T a b l e  8 ) .

A  r a t e  o f  r e t u r n  t o  in v e s t m e n t  i s  c a l c u l a t e d  f o r  t w e n t y - t w o  d a i r y  

f a m u  a f t e r  a l l  o p e r a t in g  c o s t s  a r e  p a id  an d  s u f f i c i e n t  m oney w i t h h e ld  

to  m a in t a in  t h e  lo n g - t e r m  v i a b i l i t y  by  r e p l a c i n g  w o rn  o u t  e q u ip m e n t  and 

f a c i l i t i e s .  T h e  m a jo r  f i n d i n g s  o f  th e  a n a l y s i s  i n c lu d e  t h e  f o l l o w i n g :

2 .  F o r  t h e  h e r d  s i z e s  t h a t  c h a r a c t e r i z e s  d a i r y  f a r m in g  i n  e a c h  

r e g io n ,  in v e s t m e n t  p e r  cow i s  l e s s  f o r  t h e  l a r g e  d a i r y  o p e r a t io n s  i n  

t h e  S o u t h w e s t ,  N o r t h w e s t  a n d  S o u t h e a s t  t h a n  f o r  t h e  L a k e  S t a t e  and  

N o r t h e a s t  r e g i o n s .  ■   •



3 .  B a s e d  o n  w h o l e  f a r o  b u d g e t s ,  t h e  l a r g e r  d a i r i e s  w i t h  5 0 0  c o w s

o r  m o r e  a r e  m o r e  p r o f i t a b l e  t h a n  s m a l l e r  d a i r i e s .  C o n s i d e r i n g  t h e  l o n g - t e r m ,  

e f f e c i e n t l y  o p e r a t e d  d a i r i e s  i n  N e w  M e x i c o ,  A r i z o n a  a n d  F l o r i d a  a r e  m o r e  

p r o f i t a b l e  t h a n  t h e i r  c o u n t e r p a r t s  i n  C a l i f o r n i a ,  I d a h o ,  M i n n e s o t a  a n d  t h e  

N o r t h e a s t .  T h i s  r e s u l t  i s  t h e  b o t t o m  l i n e  a f t e r  r e f l e c t i n g  r e g i o n a l  

d i f f e r e n c e  i n  c o s t s  a n d  m i l k  p r i c e s  r e c e i v e d .

4 .  A l t h o u g h  c o s t s  p e r  c w t  o f  m i l k  a r e  h i g h e s t  i n  F l o r i d a ,  t h e  r e l a ­

t i v e  h i g h  p r i c e  r e c e i v e d  f o r  m i l k  p r o v i d e s  a  c o m p e t i t i v e  r e t u r n .  T h e  

p r o f i t a b i l i t y  o f  C a l i f o r n i a  a n d  I d a h o  d a i r i e s  i s  a d v e r s e l y  a f f e c t e d  b y  

l o w e r  m i l k  p r i c e s  c o m p a r e d  t o  N e w  M e x i c o ,  A r i z o n a  a n d  F l o r i d a  d a i r i e  .

5 .  S t r o n g  e c o n o m i c  p r e s s u r e  e x i s t s  f o r  h e r d s  t o  g e t  l a r g e r  i n  

a l l  r e g i o n s .  T h i s  w i l l  c o n t i n u e  t h e  t r e n d  t o  f e w e r  a n d  l a r g e r  d a i r i e s .

6 .  T h e  r e l a t i v e l y  f a v o r a b l e  p r o f i t  p o t e n t i a l  ( r a t e  o f  r e t u r n )  o f

l a r g e  s c a l e  d a i r y  f a r m i n g  i n  t h e  S o u t h w e s t ,  S o u t h e a s t  a n d  N o r t h w e s t

0
r e g i o n s  w i l l  l i k e l y  r e s u l t ,  o v e r  t h e  l o n g  t e r m ,  i n  a  c o n t i n u e d  s h i f t  

i n  m i l k  p r o d u c t i o n  t o  t h o s e  a r e a s « T h o s e  a r e a s  w i l l  l i k e l y  i n c r e a s e  

t h e i r  r e l a t i v e  s h a r e  o f  t o t a l  U . S .  m i l k  p r o d u c t i o n ,  p l a c i n g  i n c r e a s e d  

c o m p e t i t i v e  p r e s s u r e  o n  t h e  t r a d i t i o n a l  L a k e  S t a t e s  a n d  N o r t h e a s t  d a i r y  

a r e a s .

7 .  T h e  p r o f i t a b i i t y  o f  d a i r y  f a r m i n g  i s  g r e a t l y  i m p r o v e d  i n  a l l  

r e g i o n s  w h e n  m a n a g e m e n t  a c h i e v e s  p r o d u c t i o n  p e r  c o w  l e v e l s  e q u a l  t o  t h e  

t o p  2 0  p e r c e n t  o f  t h e  f a r m e r s  u s i n g  D a i r y  H e r d  I m p r o v e m e n t  T e s t i n g  p r o g r a m s  

( S c e n a r i o  V ) .  A c h i e v i n g  t h e s e  p e r f o r m a n c e  l e v e l s  t e n d s  t o  i m p r o v e  t h e  

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

c e n t i v e  f o r  l a r g e  s c a l e  d a i r y i n g .
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STATE OF ALASKA 
DEPARTMENT OF NATURAL RESOURCES 

DIVISION OF LAND AND WATER MANAGEMENT 
323 East Fourth Avenue 
Anchorage, Alaska

POINT MACKENZIE AGRICULTURAL INTEREST SALE

Lottery #10

Lottery Filing Period: 8:00 a.m., Wednesday, July 7, 1982 through
4:30 p.m., Friday, August 20, 1982.

Place of Lottery: Palmer High School
Little Theater 
West Arctic Avenue 
Palmer, Alaska

Date of Lottery: September 11, 1982

Time of Lottery: 10:00 a.m. (local' time). Information Briefing and
Lottery Drawing.

INTRODUCTION

In an effort to develop agricultural land as a renewable resource of the 
State, the Alarka Department of Natural Resources in cooperation with 
the Alaska Agricultural Action Council is disposing of approximately 
13,940 acres of agricultural land in the vicinity of Pt. MacKenzie, 
Alaska. Th® njajor objectives .flre to stimulate in-state milk production .̂ 
Ig provide milk to_Alask.a consumers’ at "a competitive market price, and 
to assist in gaining .agricultural sTlf-wntlency for"'the.State of 
AJj^a. Therefore, subject to the provisions~of AS 38.04 and AS 38.05 
and pursuant to the regulations promulgated thereunder, the Director of 
the Division of Land and Water Management, or his authorized represen­
tative, will sell (the agricultural interest) by lottery in the follow­
ing described real property located within the Palmer Recording 
District.

PARCELS FOR SALE

The agricultural interest in twenty-nine (29) parcels ranging in size 
from 301.75 acres to 632.24 acres and totaling 13,940 acres will be 
offered for sale. The sale of all parcels will be under the terms and 
conditions set forth in this brochure and in the sale contract. Sample 
sales contracts are available for inspection through the Southcentral 
District Office. Land discounts pursuant to AS 38.05.058 and 11 AAC 
67.900-915 are available to eligible Alaskans.

-1-
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January 1, 1984.

Mr. Jalmar M. Kerttula *
President, Alaska State Senate 
Pouch V
Juneau, Alaska 99811

Sub j ect: Point Mackenzie Agricultural Pro j iect

Dear Jalmar, *.

Let me first express my sincere thanks and appreciation for 
taking the time to hear my thoughts and concerns regarding 
the Point -Mackenzie dairy project.--

I would 15-ke to restate my primary viewpoint: if this
project is to be successful, then everything has to be done 
to create the best economic units possible, not just on one 
parcel, but on all parcels.-

The milk provided at Point MacKenzie is going to compete in 
the market place with Outside milk. If we create units that 
are not the most economically efficient possible, then the 
project cannot compete, and Point MacKenzie will be a failure.

The "Point MacKenzie Agricultural Project Sale Brochure"
(which is probably your own words) states: "The major
objectives are to stimulate in-state milk production, to 
provide milk to Alaska consumers at a competitive marked 
price...". This, I. believe, should be everyone’s goal —  
to guarantee a successful, project.

There should be no question in anyone’s mind that if the 
project fails, then everyone looses: YOU as its creator,
the STATE as its financial backer,'the ALASKAN CITIZEN 
through loss of potential jcbs, and the POINT MACKENZIE 
FARMER in lost investment, in addition, a failure here 
will also create a negative impact on other potential agricul­
tural projects.

I feel that the project can be economically \iabla,' However, 
only through your assistance and guidance will it become 
a successful project.
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I believe that the following items, if done, will further 
our common goals related to Point MacKenzie.

I. ELECTRICITY TO EACH PARCEL

Initial cost of electrical generation facilities per farm 
is approximately $50,000. KWH costs are nearly five times 
higher than MEA power-. In short, to be competitive, power • 
must be accessible to each parcel.

"Dairy farmers who generate their own electricity at present 
do so at a cost of up to $100 a day for each 
(Anchorage' Daily News, December 18, 1983). •

Governor Sheffield stated at the 6th Annual University- of 
Alaska Symposium on Agriculture that he would "support'an 
appropriation of $3,000,000 to extend electricity to Point 
MacKenzie." We should make sure that this is included in 
the budget.

II~. NATURAL GAS TO EACH PARCEL

Natural gas, as with electricity, provides an economic 
benefit to the dairies. Natural gas is the cheapest form 
of energy that we have in Alaska. This advantage should 
be utilized.

III. RELAXATION OF DEVELOPMENT SCHEDULE

The farm development schedule, as it now exists, provides 
for a two-part stocking rate of approximately 1/2 by 
November 1, 1985, and the other 1/2 by November 1, 1988.
This provision should be relaxed to permit the entire stocking 
rate by November 1, 1988. There are .a number ox reasons for 
this.

, .*

First, more time is -needed to get .the infrastructure estab­
lished —  such as electric, gas, telephone and processing 
plant.

Cecond, there are not enough qualified people available to 
complete all the things necessary to get all 17 dairies 
on line by November 1, 1985.
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Third, if the dairies come on linn over a longer period of 
time, the first dairies can provide cows to the later dairies 
This would provide additional income for the early dairies 
and reduced cow costs for later dairies.

Fourth, there are going to be mistakes made by the early 
carries. The later dairies can learn from their predecessors 
and this should result in better units.

Fifth, .because the operation of a dairy requires such 
substantial capital and labor costs initially, it ia not 
feasible to have a dairy come on line in two phases.

To be economically viable it has to come on line with . 
nearly 200 cows —  not with 37 cows in 1985 and 65 cows in 
1988 as it is now proposed, for=example, on Dairy 101. The 
high front-in cost of the milking parlor, waste facility, 
and other fixed costs, do not permit this phasing concept.

Sixth, it will require more time to get the field in 
conaxtion to provide necessary forage crops and grain for 
food base. It will take two or three more years to bum 
berm piles and condition soil for effective planting and 
harvest of crops. Nothing could be worse than having the 
cows on line prior to having food base on line. The food 
base should come first.

* * '

• IV. COMBINING TWO PARCELS INTO ONE FARM
■ 1 ' .

The current interpretation of the regulations requires 
that two parcels cannot be combined into one farm. This 
should be changed to permit the combining of two parcels.-• 
into one farm with the following limitations:

(a) x..The. parcels must be contiguous (separation by
streets and easements permitted).

(b) The minimum number of cows on combined farms 
must be 1 1/2 times the total required on the 
two separate farms. The added total milk 
production should help justify this change.

(c) The lending regulations must be changed to 
increase loan limits to $1,500,000 per farm.
The existing limit is not high enough and is 
making it hard on current operators.
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Combining of farms will encourage more economical units. At 
the same time it will guarantee a minimum of 10 separate 
dairies so that no one large dairy is formed. I believe it 
is better to make this change NOW, not after inefficient 
dairies have gone broke.

A 200-cow dairy is going to require 750-800 acres of land 
for food base. The combining of dairies will permit this.
Dairy 116, for. example, has only about 270 acres of usable 
Class II/III soils. This would only permit a dairy based upon 
food base requirements of 68 cows, -This size farm is not 
economically feasible. A combining of 116 with 117, for 
example, will permit a 200-cow facility on 117, which makes 
116 and 117 a good economic unit. •

I think that capital invested should be invested to' maximize 
the efficiency of the industry. It would be far better to 
have a 150-200 cow facility rather than two. 75-100 cow 
facilities.

The savings created by a consolidation of dairies could go 
to developing an efficient processing plant. This modem 
plant should be at Point MacKenzie, and be owned bv all Point 
MacKenzie dairy farmers. If dairying is to be viaole in the 
marketplace, we cannot depend upon Matanuska Maid to process 
and market milk. Matanuska Maid loses money on every gallon 
it sells. It-is becoming moxc and more uneconomical. It 
cannot compete with Outside milk because it's costs of opera­
tion are too high..

.The worst thing that could happen is to have the 17 Point 
MacKenzie farms, plus the existing eight farms, ready to . 
sell milk to Matanuska Maid —  only to discover that they 
could not sell it in the markeplace because of Matanuska 
Maid's inefficiency. Unfortunately I fear this is the 
direction in which we are now headed.

The data that I have indicates that the processing plant, is 
the most profitable part of the /hole industry.1 If the 
farmers owned their own processing plant, profits from the 
plant could be returned to them. • ’

• • • . 
My calculations show that' Point MacKenzie, plus existing 
dairies, could produce 50% of 1987 projected Railbelt milk 
consumption. .The industry could not, with. Matanuska Maid 
processing the milk, market the projected milk production j  . 
because Matanuska Maid would not be competitive with Outside 
milk. Thei producing industry would probably have to lower 
its price to. make the end product competitive.' • Therefore, 
a processing plant is a necessary investment if Alaskan .milk
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V. S U M M A R Y

I as asking that you assist us to:

•(a) provide the basic infrastructure;

(b) allow more time for orderly development;

(c) allow *‘f or more efficient dairy units, and

(d) help insure that we invest capital in those 
things that bring the greatest return to make 
Alaska milk competitive.

The changes that I am requesting are necessary because the 
State did not follow your initial idea of pre-qualification 
conditions. If that would have been done, then yo- would 
have probably had existing dairy farmers expanding into Point 
MacKenzie who whould have had experience, herds, and food 
base. As it is now, only the.Lees have this sort of- 
qualifications.

I hope we can all work cooperatively and in unison on this 
project. I know that the program was not intended to be a 
corporate operation as I envision on our parcels, but I think 
there is room for both. I believe that the paramount concern 
should be to make the project successful, and our suggested 
changes will help accomplish this.

Sincerely yours, ' ’

Joseph Patrick Cange
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Mr. Bob Heath
6441 South Air Park Place
Anchorage, Alaska

SUBJECT: DAIRY INDUSTRY

Dear Mr. Heath:

I would first like to thank you for taking the time to see me 
today. All involved in the dairy industry owe a special thanks 
to Senator Kerttula for asking Governor Sheffield to appoint you 
as the person responsible for assessing the Matanuska Maid 
situation. I believe you will find a solution to the current 
morass that exists in the dairy industry.

I will briefly restate the situation and the resolution as I see 
it.

The solution to Matanuska Maid's problem is not increased debt, 
but rather less debt. Increased debt will only add to the 
problems and delay the solutions.

The first step is to immediately initiate a viable plan to 
reorganize and get out of Chapter 11. This plan of 
reorganization must require all parties to make economic 
sacrifices, namely:

1 ) the producers shall receive only as much for their milk 
as the dairy can pay and'break even;

2) the state shall write off all accrued interest on 
existing debts and give the dairy a moratorium on future 
interest and principal payments?

3) the unsecured creditors shall only receive about 60% of 
their total claims, and

4) the prior producers shall receive no money for 2% 
certificates.

A piecemeal approach to solving the problems will not work. All 
groups must make the hereinabove sacrifices; otherwise, the dairy 
cannot compete in the competitive market that currently exists.
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A consulting report is currently being prepared by Ed Owens#
State Director# Washington State University# Small Business 
Development Center. This $40,000 study was requested by bank 
cooperatives to evaluate Matanuska Maid. The study is a detailed 
analysis of the feasibility of reorganizing Matanuska Maid.
Among other things the report will include an in-depth review of 
Matanuska Maid's financial systems and procedures# management and 
marketing procedures# and strategy. In my discussions with Ed 
Owens he feels that with proper management Matanuska Maid can be 
very successful and profitable. It is imperative, in my opinion, 
that the recommendations made in this report be evaluated and 
implemented immediately by the Board of Directors.

I further believe the state must address the problems NOW that 
exist in the producer area. As we all know, the producer cannot 
survive without an efficient dairy —  and the dairy cannot 
survive without efficient producers. If we only resolve the 
problems of the dairy, anl don't address both producer and dairy, 
then the time will come when we will have the same emergency 
situation at the producer level. What good i‘s one without the 
other?

The dairy has been paying the producer a price higher than what 
it could afford to pay and still break even. This overpayment 
has been absorbed by an increase in debt and continual erosion of 
prior years' equity. The producer was receiving approximately 
$3.00 CWT more for his milk than the dairy could afford to pay. 
Since the producer was getting his check, he wasn't concerned 
about the processor —  and "no one was watching the store".

In 1980 when the Point MacKenzie project was initiated, the idea 
was to create a number of small family dairies. In reality, 
however, this concept does not work, nor is it what has actually 
happened. For example, of the farms actually under construction, 
or in production, the situation is as follows:

Lees - Subsidized by other business ventures
James - Subsidized by medical practice
Rodgers - Backed by Anchorage restaurant
Tucker - Backed by cooperative effort of 4 separate dairies
Johnson - Backed by his contracting business
Basken - Possible family dairy
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The cash equity requirement of nearly $200,000 to build even the 
smallest farm is a prohibitive sum for most family farms. 
Therefore, many families cannot -even get started.

Currently at Point MacKenzie there are two dairies on line and 
four more under construction. The two operating dairies are in 
serious financial trouble, and the remaining 16 need help 
desperately.

If the producer is going to survive, immediate changes must be 
made. These are as follows. "

1. Combining of up to four parcels into one farm.

Both the initial cost and the operating costs of larger 
facilities create lower per-unit prices. Based upon recent . 
cost data it costs $15,000 per cow for a 100-cow dairy 
compared to $8,000 per cow for a 360-cow dairy. In addition, 
the operating costs of a 100-cow dairy are 25% higher than a 
360-cow dairy.

As in any business, economy of scale produces lower per unit 
costs. The Department of Agriculture must allow 
consolidations of parcels to allow more efficient and 
competitive units while at the same time enforcing the total 
stocking requirements.

2. Increase lending limits to $7,500 per cow, or up to 
$2,000,000 per farm.
•The industry needs additional financing to be efficient. The 
costs of even a 120-cow dairy are upwards of $1,600,000. The 
current loan limit of $1,000,000 is not enough. The current 
operators cannot bridge the gap between costs and available 
loan limits. The savings created for the state loan program 
by having fewer dairies should be allocated to existing and 
future dairies so they can biiild efficient units rather than 
under-funding them as is now the case. The state is much 
better off to have $1,500,000 lent to one 200-cow facility 
than $3,000,000 lent to three 70-cow facilities. The total 
cost to the state is less under this scenario than the one 
currently being pursued.
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3. Funds to promote in-state products.

Because of the controlled retail environment that our milk 
products are competing in, we must promote our local milk 
products to the consumer. The state has a large financial 
investment, as well as a long-term responsibility, to see 
that the industry survives. The state should allocate 
upwards of $200,000 to promote local products. Because of 
the current financial problems of the processing plant, these 
funds must come from the state. This is a small investment 
compared to the future returns.

4. The state must adopt a law that establishes a maximum 10-day 
shelf life from the date of process.

The state of Hawaii has recently adopted such legislation to 
enhance its local.dairy industry.

5. Moratorium on interest and principal for 4 years.

The current reduction in milk prices of $3.00 CWT cannot be 
absorbed by the producer at this time. The industry will 
need time to adjust to this reduction in revenues. All 
existing and proposed farms use the current $21.40 CWT price, 
not the new $18.35 CWT price.

I believe the situation for the producer is just as precarious as 
the dairy, but not yet as obvious. If the d, .ir~ industry is to 
survive, we must have a change of policies at .. t Department of 
Agriculture. A dairy industry failure will have long-range 
damaging implications to all other areas of agriculture. I 
believe it is not too late to make necessary changes. Changes 
are needed in policies and directions by the state to save the 
dairy industry.

We must go forward, we cannot turn back. Too much is at stake 
here —  we cannot stop the flow of milk from the existing 900 
dairy cows currently in production.
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The state has invested significant tax-payer capital in the 
development of several agriculture-based industries —  such as 
the barley and red meat industry. Should the dairy industry 
fail, the other agricultural industries will be seriously 
impacted.

Although the situation seems bleak —  it is not hopeless. I
believe with proper assistance and directional change from the
state we can create a successful dairy industry in Alaska.

Thank you for your time and consideration in this matter. I am 
presently doing a cost analysis of various sized dairies and I
will forward a copy to you as soon as it is completed. If I can
be of any further assistance, please give me a call.

Sincerely,

ccs Governor Bill Sheffield 
Richard A. Lyon 
Bill L. Heins 
Jalmar M. Kerttula 
Esther C. VJunnicke 

• Pappy Moss 
Mike Szymanski
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September 14, 1984

Ms. Dean Brown 
Deputy Director 
State of Alaska
Department of Natural Resources 
Division of Agriculture 
P.O. Box 949
Palmer, Alaska 99645-0949

SUBJECT: article in The Anchorage Times, September 14, 1984
Brown disagrees with the premise that larger is 
more economical, saying that state statistics show 
the smaller, family-run dairy as the most 
economical farming unit. They require less 
sophisticated equipment and don't rely on hired 
labor, she said.

Dear Ms. Brown:

I certainly enjoyed your comments as reported in The Anchorage 
Times on this date. My brother and I own a parceJ^ at Point 
Mackenzie and we would like to ask you a few questions, in your 
official capacity as Deputy Director, regarding the agriculture 
industry.

Regarding your statement "that state statistics 
show the smaller, family-run dairy as the most 
economical farming unit"

1. In your capacity as Deputy Director is this your 
personal philosophy?

2. Is this philosophy an official department philosophy, 
and if so, who else in. the department subscribes to this theory?

3. Are there any written policy documents postulating this 
theory? If so, please send us a copy.

Gr
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4. What economic data is your statement based upon? Please 
provide us with your detailed economic data.

5. Does the fact that in 1960 there were 80 Grade A dairies 
whereas today there are only 9 Grade A dairies provide support 
for your position? How do you account for this decrease in 
"smaller, family-run dairies"?

6 . Does your economic data supporting the "smaller, family- 
run dairies" include cost of housing? If not, where should the 
families live? How much would a minimum-sized family home cost?

7. On September 11, 1982 what price was the dairy farmer 
receiving for his milk? What is he receiving today? How would a 
reduction in the price of milk from $22.60 per cwt to $19.50 per 
cwt effect your economic data?

8 . Does your economic data include any expenditure for 
agriculture equipment for planting and harvesting of crops? If 
so, how much? If not, what would it cost to acquire this 
equipment per farm?

9. What is the ideal size of a "smaller, family-run 
dairy" (a) based upon your economic data, and (b) based upon 
your personal economic data?

10. How many "smaller, family-run dairies" are currently 
producing milk at Point Mackenzie? What are the total number of 
cows currently producing milk as of this date from the "smaller, 
family-run dairies"?

11. Have you read the report dated July 10, 1984 prepared by 
Ed Owens, State Director, Washington State University, Small 
Business Development Center? If you have, do you fe*l that the 
report has any value or validity?

12. Please inform us as to your views on the economic theory 
related to economies of scale, particularly related to the dairy 
industry. Does this theory apply in the dairy industry? If not, 
explain why not.



Ms. Dean Brown
September 14, 1984
Page Three

13. Do you agree with the statement by Milburn Tucker 
(Anchorage Times, 9/14/84) that the l_rger dairy, because of its 
large capital requirements, will help encourage continued 
dairying at Point Mackenzie? If not, please explain how this 
could not be true.

14. Do you think that a successful and profitable dairy 
industry will insure that Point Mackenzie parcels remain 
agriculture? If you do not, please explain what will happen to 
the Point Mackenzie parcels if the dairy industry fails. Do you 
feel that there is any relationship between economically viable 
dairies at Point Mackenzie and the continued use of the 31 • 
parcels as agriculture?

15. What have you done in your position as Deputy Director 
to insure a success at Point Mackenzie?

16. In your position as Deputy Director, what do you see as 
the primary problems existing at the Point Mackenzie dairies and 
what solutions have your proposed?

17. Which Point Mackenzie farmers have you communicated with 
since January 1, 1984, and what are the farmers main points of 
concern? What positive actions have you taken to resolve their 
problems and concerns?

18. Is it more important to keep the "smaller, family-run 
dairies" or to produce milk at the lowest price per cwt?

19. Based upon your economic dsita, how much initial capital 
would a "smaller, family-run dairy" require?

20. Do you think that the change in the Point Mackenzie 
project as initially set up (January 2, 1981) and the way the 
final lottery was done (September 11, 1982) has had any effects 
on your concept of the "smaller, family-run dairies"?

21. In your opinion, are there any advantages to the larger 
dairies?
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22. If your theory of the "smaller, family-run dairies" 
being better than larger dairies is true, why wouldn't it make 
sense to have 20 smaller, family-run creameries rather than one 
large creamery?

23. How important is it to the dairy industry as a whole and 
to the stcste that Point Mackenzie succeed?

24. Do you believe that there is any interrelationship 
and/or interdependence between the Delta Barley project, Point 
Mackenzie project, and the Red Meat Industry? If so, please 
explain.

25. Do you believe thct a failure at Point Mackenzie would 
have impacts on future planned agricultural projects such as Fish 
Creek, Moose Creek, Deshka Flats, Chulitna and Nenana?

26. How much has the state invested over the last ten years 
to agriculture in:

a) loans
b) loans written off
c) value of land set aside for agriculture
d) administrative costs for the Department of 

Agriculture.
e) University of Alaska experimental work?

27. How important is the agriculture industry to the state?

28. How important is it that the dairy industry produce milk
at costs that will make Alaskan milk products competitively 
priced with Lower-48 milk products?

29. Do you feel that the dairy industry is currently very 
financially strong? If rot, please explain why.

30. How important is it to the long-term success of the
dairy industry that state loan funds be used to generate the most
revenue per dollar lent?

31. If the combining of parcels can create lower capital 
costs per cwt, would this help reduce fixed cost per cwt of milk 
produced?
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32. O n  some loans t h e  A l a s k a  R e v o l v i n g  L o a n  F u n d  B o a r d  h a s  
r e q u i r e d  a p p l i c a n t s  to s h a r e  m a n a g e m e n t  and us * of f a c i l i t i e s  on  
a d j o i n i n g  p a r c e l s .  If t h i s  r e s u l t s  i n  lower trapital o u t l a y s  and 
l o w e r  o p e r a t i n g  costs, d o e s  t h i s  m a k e  sense to yo u ?

33. D o  y o u  a g r e e  or d i s a g r e e  w i t h  the f o l l o w i n g  s t a t e m e n t  
"The m a j o r  o b j e c t i v e s  (of t h e  P o i n t  M a c k e n z i e  p r o j e c t )  are t o  
s t i m u l a t e  i n - s t a t e  m i l k  p r o d u c t i o n ,  to  p r o v i d e  m i l k  t o  A l a s k a n  
c o n s u m e r s  a t  a c o m p e t i t i v e  m a r k e t  p r i c e . "

34. H o w  i m p o r t a n t  is n a t u r a l  gas to the P oint M a c k e n z i e  
p r o j e c t ?  W h a t  h a v e  y o u  d o n e  a s  D e p u t y  Dir e c t o r  to  h e l p  o b t a i n  
n a t u r a l  g a s ?

35. W h a t  h a v e  y o u  d o n e  as D e p u t y  D i r e c t o r  to g u a r a n t e e  t h a t  
P o i n t  M a c k e n z i e  o b t a i n s  t h e  m o s t  o u t  of. the ?3,1 0 0 , 0 0 0  g r a n t  for 
e l e c t r i c i t y ?  H o w  are y o u  o v e r s e e i n g  the a d m i n i s t r a t i o n  of t h e s e  
f u n d s ?

36. R e g a r d i n g  y o u r  s t a t e m e n t  "they require less 
s o p h i s t i c a t e d  e q u i p m e n t  a n d  d o n ' t  r e l y  on h i r e d  labor"

a) W h a t  p a r t i c u l a r  p i e c e s  of s o p h i s t i c a t e d  e q u i p m e n t  
do  y o u  d i s l i k e ?

b) D o  y o u  d i s l i k e  a l l  s o p h i s t i c a t e d  equipment, o r  just 
s o p h i s t i c a t e d  e q u i p m e n t  in the d a i r y  i n d u s t r y ?

c) W h y  do y o u  d i s l i k e  s o p h i s t i c a t e d  e q u i p m e n t ?

d) W h y  do y o u  d i s l i k e  h i r e d  labor?

e) Do y o u  d i s l i k e  a l l  h i r e d  labor, or just i n  t h e
d a i r y  i n d u s t r y ?

f) Do y o u  b e l i e v e  t h a t  o u r  m o d e r n  t r end to 
s p e c i a l i z a t i o n  of labor is u n d e s i r a b l e ?  W h a t  are y o u r  t h o u g h t s  
r e g a r d i n g  s p e c i a l i z a t i o n  w i t h i n  t h e  d a i r y  industry?

g) Do you see a n y  l o n g - t e r m  a d v a n t a g e  t o  h a v i n g
p r o f e s s i o n a l l y  m a n a g e d  c o r p o r a t e  d a i r i e s  as c o m p a r e d  to the 
"smaller, f a m i l y - r u n  d a i r i e s " ?
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h) H o w  m a n y  c o w s  w o u l d  t h e  “smaller, f a m i l y - r u n  
d a i r i e s "  m i l k ?  W h a t  is t h e i r  d e t a i l e d  p e r s o n n e l  s c h e d u l e ?

W e  w o u l d  a p p r e c i a t e  y o u r  i m m e d i a t e  r e s p o n s e  to t h e s e  q u e s t i o n s  as 
w e  feel t h e y  are c r i t i c a l  t c  o u r  a n a l y s i s  of the l o n g - t e r m  
s u c c e s s  or  f a i l u r e  at P o i n t  M a c k e n z i e .

S i n c e r e l y ,

J o s e p h  P a t r i c k  Cange

cc: G o v e r n o r  B i l l  Sheff* *'*. J
R i c h a r d  A. L y o n  
B i l l  H e i m  
J a l m a r  M. K e r t t u l a  
E s t h e r  C. W u n n i c k e  
P a p p y  Mo s s  
M i k e  S z y m a n s k i



P.O. Box 4-647
Anchorage, Alaska 99509
January 17, 1985

Mr. James K. B a rn e tt  
Deputy Connaiscioner
A laska D epartm ent o f N a tu ra l R esources 
555 Cordova S t r e e t  
Pouch 7-005
A nchorage, A laska 99510

Re: C o n s o lid a tio n  o f P a rc e ls
116, 117, 123, and 124 in to  one farm

Dear Mr. B a rn e t t :

The fo u r owners o f th e  h ere inabove  d esc rib e d  p a r c e ls  a re  ask ing  
th a t  th e  fo u r  p a rc e ls  be p e rm itte d  to c o n s o lid a te  in to  one farm . 
A f te r  a v e ry  thorough economic a n a ly s is  we made th e  d e c is io n  in  
l a t e  1983 to  work jo i n t ly  to  b u ild  one la rg e  e f f i c i e n t  f a c i l i t y  
r a th e r  th a n  b u ild  fo u r  s e p a ra te  s m a lle r  o n es . Thus, we combined 
our c a p i t a l ,  tim e , and management e x p e r t is e  to  c r e a te  one la rg e  
and econom ica lly  e f f i c i e n t  d a i ry .  The reaso n s  fo r  th i s  d e c is io n  
a re  as fo llo w s :

1 . Through c o n s o lid a tio n  th e  c a p i t a l  Investm en t p e r  cow was 32% 
low er fo r  one d a iry  th an  fo r  fo u r s e p a ra te  d a i r i e s .  By 
p o o lin g  our economic re so u rc e s  we c a p i ta l iz e d  th e  d a iry  w ith  
$1 ,000 ,000  c a sh . The c a p i t a l  reo u ire m en ts  a re  so g re a t  th a t  
i f  each  p erso n  had a ttem pted  to  b u ild  a s e p a r a te ,  sm all d a i ry ,  
none o f us would be o p e ra t io n a l  a t  th i s  tim e . However, 
th rough  th i s  c o o p e ra tiv e  e f f o r t ,  we a re  c u r r e n t ly  producing
12,000 l b s .  o f  m ilk  p e r day.

2 . The o p t 'ra t in g  c o s ts  in c lu d in g  i n t e r e s t  expense p e r cwt of m ilk  
produced a re  262 low er on th e  one la rg e  d a iry  when compared to  
fo u r sm a lle r  d a i r i e s .  The econom ies o f s c a le  o f  th e  la rg e r  
d a iry  w i l l ,  th e r e f o r e ,  make us c o m p e tit iv e  w ith  o u ts id e  m ilk .

3 . None o f  th e  fo u r  p a r c e l  owners had much ex p e rien ce  in  the 
d a iry  in d u s try ;  th e r e f o r e ,  i t  was im p e ra tiv e  th a t  we secu re  a 
com petent d a i ry  manager to  in s u re  a  s u c c e s s fu l  well-m anaged
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o p e ra t io n .  By b u i ld in g  one la rg e  d a iry  we w ere a b le  to  
a t t r a c t  and h i r e  one o f th e  le a d in g  dairym en in  th e  c o u n try .
A s in g ’ e ,  sm a ll d a i ry  co u ld  n o t have a ffo rd e d  th e  com pensation 
n e c e ssa ry  to  a t t r a c t  a good d a iry  m anager.

4 . We reco g n ized  th a t  M atanuska M aid 's  b an k rup tcy  f i l i n g ,  and a 
re d u c t io n  in  m ilk  p r ic e s  (from  $22.60 p e r  cwt to  $19.00 p e r 
cw t) would r e q u i r e  th a t  we be a b le  to  produce m ilk  a t  a p r ic e  
low er th a n  $19.00 p e r  cw t. We cou ld  o n ly  do t h i s  by com bining 
our p a r c e ls .

The P o in t MacKenzie s a le  b ro ch u re  d a ted  Septem ber 11, 1982 
s t a t e s  on Page 1 "The m ajo r o b je c t iv e s  a re  to  s t im u la te  i n ­
s t a t e  nu_k p ro d u c tio n  to  p ro v id e  m ilk  to  A laska consumers a t  a 
c o m p e titiv e  m arket p r i c e , and to  a s s i s t  in  g a in in g  
a g r i c u l t u r a l  s e l f - s u f f i c i e n c y  f o r  th e  S ta te  o f A la sk a ."

The re q u ire d  minimum s to c k in g  of th e s e  fo u r  p a rc e ls  by November 1, 
1985 i s  173 cows. We c u r r e n t ly  have 367 cows, more p roducing  cows 
th a n  a l l  th e  o th e r  P o in t  MacKenzie p ro d u ce rs  com bined.

Having ex p erien ced  th e  com plete  p ro c e s s  o f g e t t in g  a d a i ry  on 
l i n e ,  none of us ( th e  fo u r  p a r c e l  ow ners) would e v e r  c o n s id e r  
b u ild in g  s e p a r a te ,  s m a lle r  d a i r i e s .  We a re  v ia b le  and in  
p ro d u c tio n  now o n ly  b ecause  we have c o n s o lid a te d  th e  p a r c e ls .

The b e n e f i ts  to  th e  s t a t e  and th e  in d u s try  a re  many. We have 
a t ta c h e d  a l e t t e r  from  John S eaw ell (E x h ib it  A) t h a t  shows our 367 
cows a re  e a rn in g  th e  cream ery  $12,845 p e r  month. The 
c o n s o l id a t io n  w i l l  e l im in a te  th e  d u p l ic a t io n  of c a p i t a l  and th u s  
r e q u ir e  l e s s  o f ARLF fu n d s . The e x i s t in g  funds a v a i la b le  fo r  
a g r i c u l tu r a l  le n d in g  a r e  q u i te  l im i te d .  In  f a c t ,  th e  re q u e s t fo r  
a s e p a ra te  lo a n  on P a rc e l  116 has been postponed  by th e  ARLF Board 
because  of a p p a re n t la c k  o f  fu n d s .

Lower c a p i t a l  req u ire m en ts  and low er o p e ra t in g  c o s ts  c re a te  
c o m p e tit iv e ly  p r ic e d  a g r i c u l t u r a l  p ro d u c ts .  To p rove th i s  p o in t ,  
we have a ls o  a t ta c h e d  a l e t t e r  and s tu d y  from a le a d in g  a u th o r i ty  
on d a iry  farm ing  (E x h ib it  B) which p o in ts  to  low er investm en t and 
low er o p e ra t in g  c o s ts  on l a r g e r  d a i r i e s  v e rsu s  sm a lle r  d a i r i e s .



We a re  making an o f f i c i a l  r e q u e s t  o f th e  D ire c to r  o f  th e  D iv is io n  
o f Land and W ater Management, w ith  th e  consent and c o n c u rre n c e  of 
th e  Commissioner o f th e  D epartm ent o f N a tu ra l R eso u rces , to  amend 
our CONTRACTS FOR THE SALE OP AGRICULTURAL INTEREST IN STATE LAND 
t r  perm it a c o n s o l id a t io n  o f  P a rc e ls  116, 117, 123, and  124 in to  
one farm. W ith th e  November 1 s t c o n t r a c t  date  only  n in e  months 
away, we w ould l i k e  to  accom plish  th e  c o n so lid a tio n  a s  soon as 
p o s s ib le .

I t  i s  im p e ra tiv e  fo r  th e  lo n g -te rm  su ccess  of the in d u s t r y  th a t  
th e  Departm ent o f N a tu ra l R esources dem onstrate i n i t i a t i v e  and 
fo re s ig h t  in  i t s  p o l i c ie s  to  do th o se  th in g s  th a t make th e  
in d u s try  v ia b le  and c o m p e ti t iv e .  L e t 's  no t l iv e  by y e s te r d a y 's  
s ta n d a rd s : l e t ' s  be p ro g re s s iv e .  Now is  th e  time to  do th e
th in g s  th a t  th e s e  c o m p e tit iv e  tim es demand.

Sincerely,

Mr. James K. Barnett
January 15, 1985
Page 3

Evander C. Smith 
P a rc e l 116 P a rce l 117

P a rc e l 123

attachm en ts

cc: B i l l  Heim
E s th e r  C. Wunnicke



814 W. N o rthe rn L igh ts Blvd. 
_  A ncho rage , A laska 9950 

(90?") 561-522

D ecem b er 4 ,  1 9 8 4

M r. J o s e p h  P . C an g e  
P . O .  Box 4 -6 4 7  
A n c h o r a g e ,  Ak.  99309

D e a r  Mr .  C an g e :

You a s k e d  u s  t wo  q u e s t i o n s .  Y o u r  q u e s t i o n s  a n d  o u r  b e s t  j u d g m e n t  
a n s w e r s  a r e :

1 .  The q u e s t i o n :  W h a t ' i s  t h e  e c o n o m i c  v a l u e  t o  t h e  M a t a n u s k a  
Maid  C r e a m e r y  o f  e a c h  new p r o d u c i n g  cow b r o u g h t  o n  s t r e a m  i n  
t h e  P a l m e r / P t .  M a c K e n z i e  A r e a ?

Our  A n s w e r :  Our  p r o j e c t i o n s  i n d i c a t e  t h a t  a n  i n c r e a s e  o f
1075  p r o d u c i n g  cows ( t h e  n u m b e r  r e q u i r e d  t o  b r i n g  t o t a l  p r o d u c ­
t i o n  up to  <mr  s i n g l e  s h i f t  p r o c e s s i n g  c a p a c i t y )  w i l l  g e n e r a t e  
a m o n t h l y  o p e r a t i n g  c a s h  f l o w  i n c r e a s e  o f  a p p r o x .  $ 3 7 , 5 0 0 .
Based_ on t h a t ,  t h e - v a l u e  o f  e a c h  n e w  l o c a l  p r o d u c i n g  cow t o  t h e  

- C r e a m e r y  i s  $ 3 5 . 0 0  p e r  m o n t h .

2 .  The q u e s t i o n :  How much m i l k  c a n  M a t a n u s k a  M a i d  s e l l  w i t h o u t  
d e p r e s s i n g  t h e  m a r k e t ?

Our  A n s w e r :  We b e l i e v e  i t  w o u l d  b e  u n r e a l i s t i c  t o  t h i n k  l o c a l
m i l k  c o u l d  a c q u i r e  o v e r  o n e  h a l f  t h e  r a i l  b e l t  m a r k e t  w i t h o u t  
d e p r e s s i n g  p r i c e s .  At  M i d - S u m m e r  1 9 3 4 ,  M a t a n u s k a  Mai d  was  
s u p p l y i n g  a b o u t  27% o f  a 6 4 , 0 0 0  CWT m o n t h l y  m a r k e t .

We a n t i c i p a t e  t h e  m a r k e t  g r o w i n g  t o  a b o u t  7 1 , 0 0 0  CWT p e r  m o n t h  by 
M i d - 1 9 8 6  and  b e l i e v e  up  t o  3 5 - 3 6 , 0 0 0  CWT c a n  b e  p r o c e s s e d  l o c a l l y  
w i t h o u t  d e p r e s s i n g  p r i c e s .  T h a t  q u a n t i t y  w o u l d  r e q u i r e  a b o o t
3 , 0 0 0  p r o d u c i n g  c o w s .

V e r y  t r u l y  y o u r s ,

j j n  

A FARMER OWNED COOPERATIVE
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Soveebrr 28, 1984

Mr. Joseph Patrick Cange 
Certified Public Accountant 
Box 4-647
A nchorage, A laska  99509 

D ear Mr. Cange:

In  response  to  y o u r l e t t e r  o f O ctober 31, 1984, I  have en c lo sed  a 
p re lim in a ry  d r a f t  r e p o r t  r e c e n t ly  com pleted . The c a p i t a l  c o s ts  e s tim a te d  
f o r  tw enty-tw o d a iry  o p e ra tio n s  in  th e  low er 48 s t a t e s  a re  summarized in  
T ab le  4 , page 15 . The budget in fo rm a tio n  i s  f o r  "whole" farm  s i tu a t io n s  
and in c lu d e  some o p e ra t io n s  th a t  p roduce m ost o f th e  feed  w ith in  th e  farm  
By look ing  a t  a l t e r n a t i v e  s iz e -h e rd s  w ith in  each s t a t e ,  some id e a  o f how 
c a p i t a l  c o s ts  p e r  cow change on a l t e r n a t i v e  s iz e  farm s can be e v a lu a te d . 
T ab le  4 b reak s  c a p i t a l  c o s ts  down in to  s ix  c a te g o r ie s  such as  d a iry  
b u id l in g s  and equ ipm en t. T h is may h e lp  you p ic k  th e  most r e le v a n t  
f ig u r e s  fo r  y o u r p u rp o se s .

.The r e s u l t s  do in d i c a te  low er in v e stm en t on la r g e r  farm s th an  on sm a lle r  
f a r m s 'e s p e c ia l ly  up to  th e  500 o r  600 cow h erd  s i z e s .  P erhaps th e  New 

*York farms w ould be m ost r e le v a n t  to  th e  P o in t  MacKenzie p r o je c t  a s  those  
farm s u se  f r e e  s t a l l  h o u s in g , produce most o f th e  fo rag e  req u irem en t and 
5 2 -, 200-, and 600-cow o p e ra t io n s  a re  co n s id e re d .

I  en joyed  m e e tin g  w ith  th e  group r e p re s e n t in g  th e  P o in t MacKenzie a re a  
and a ls o  w ish we had had more tim e to  d is c u s s  th e  farm is s u e s .

S in c e re ly ,

Boyd M. Buxton 
A g r ic u l tu r a l  E conom ist

BMB/dmm

E nclosu re
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T o ta l h i r e d  la b o r  ran g es  from  1 .03  w orker e q u iv a le n ts  (2 ,3 7 5  h o u rs )  

o f p a r t - t im e  h o u rly  la b o r  on th e  52-cow M inneso ta  d a iry  to  18 f u l l - t i m e  

w orkers on th e  1,436-cow  F lo r id a  d a i r y .  Some o f th e  p a r t - t im e  la b o r  

h i r e d  in  M inneso ta , P e n n sy lv a n ia , New York and W ashington i s  s e a s o n a l 

and a s s o c ia te d  w ith  crop  p ro d u c tio n  (T ab le  2 ) .

In v es tm en t R equirem ents

The e s tim a te d  new (re p la c e m e n t)  c o s t  p e r  cow f o r  a s s e t s  r e q u ire d

on th e  tw enty-tw o d a i r i e s  a re  summarized in  T ab le 4 . Replacem ent o r

new c o s ts  a r e  used  so th a t  th e  av e rag e  a n n u a l c o s ts  o f ow nership  w i l l

r e f l e c t  an amount s u f f i c i e n t  to  r e p la c e  worn o u t a s s e t s  when needed .

C o sts  th e n  r e f l e c t  an amount needed to  m a in ta in  th e  lo n g -te rm  v i a b i l i t y

o f  th e  o p e ra t io n .

On d a i r i e s  w ith o u t c ro p la n d  f o r  feed  p ro d u c tio n , th e  t o t a l

in v e stm en t p e r  cow ran g es  from  $3,372 on th e  1,436-cow  F lo r id a
#

d a iry  to  $5 ,053  f o r  th e  359-cow A rizona  d a i r y .  In c lu d in g  la n d  and 

f i e l d  m achinery  to  p roduce fe e d , a M inneso ta  52-cow d a iry  has a t o t a l  

rep lacem en t v a lu e  o f  a s s e ts  o f more th an  $15,000  p e r  cow. The ' 

d if f e r e n c e  betw een h erd  s iz e s  and re g io n s  a re  b e s t  r e f l e c te d  in  com paring 

in v e stm en t p e r  cow in  d a iry  b u ild in g s  and- equ ipm en t. Here th e  range  i s  

from  $749 on th e  1,436-cow  F lo r id a  d a iry  to  $4 ,871 f o r  th e  52-cow 

M inneso ta  d a i ry  (F ig u re  2 ) . jrT heT investm en t p e r cow In d a ir*  b u i ld in g s
*• ;.C. ’• . • ■ • » • • • •

and equipm ent i s  s u b s t a n t i a l l y  l e s s  on l a r g e r  th a n  on sm a lle r  d a i r i e s  

r e g a r d le s s  o f r e g io n . . .  For ty p i c a l  h erd  s i z e s ,  th e  in v e s tm en t p e r  cow 

i s  s u b s t a n t i a l l y  l e s s  in  S o u th ea s t and S outhw est re g io n s  th a n  in  

o th e r  r e g io n s .  However, th e  600-cow New York and 550-cow Idaho d a iry

r  S .  2 .



Adjusted cost per cwt

,; A c o s t  p e r  cwt of m ilk  ( a d ju s te d  f o r  s a l e s  o th e r  th a n  m ilk ) tended  

1 to  be low er on la rg e  th a n  on sm all d a i r i e s  in  a l l  s t a t e s  (F ig u re  4 ) .

'A lso  c o s ts  w ere low er on th e  v e ry  l a r g e  d a i r i e s  i n  C a l i f o r n ia ,  New 

M exico, A r iz o n a , and Idaho  th a n  on s m a l le r  d a i r i e s  in  M inneso ta , 

P en n sy lv an ia"!' and New Y ork, However, th e  600-cow New York d a iry  had 

com parab le  c o s t s  to  h e rd s  o f abou t t h a t  s i z e  i n  o th e r  s t a t e s .

The m a jo r e x c e p tio n  was th e  r e l a t i v e l y  h ig h  c o s t  f o r  F lo r id a  d a i r i e s .  

F l o r i d a s 1 h ig h  c o s ts  a re  i n  p a r t  o f f s e t  by r e l a t i v e l y  h ig h  m ilk  p r ic e s  

r e s u l t i n g  in  th e  c o m p e tit iv e  r a t e  o f  r e tu r n  on in v e s tm e n t d is c u s s e d  in  

th e  p re v io u s  s e c t io n  and i l l u s t r a t e d  i n  F ig u re  3 .

The c o s t  p e r  cwt o f m ilk  i s  n e a r ly  th e  same f o r  a l t e r n a t i v e  p r ic e  

s u p p o r t o r  f e d e r a l  o rd e r  p o l ic y  s c e n a r io s .  However, c o s ts  p e r  cwt drop 

d r a m a t ic a l ly  f o r  p ro d u ce rs  a c h ie v in g  m ilk  p ro d u c tio n  p e r cow e q u a l to  

th e  to p  20 p e rc e n t of p ro d u c e rs  u s in g  DHIA t e s t s  compared to  a p ro d u cer 

a c h ie v in g  th e  av e ra g e  o f a l l  p ro d u c e rs  u s in g  DHIA t e s t s  (T ab le  8 ) .

C o n c lu sio n s  o f lo n g - te rm  a n a ly s i s

A r a t e  o f r e tu r n  to  in v e s tm e n t i s  c a l c u la te d  f o r  tw enty-tw o d a iry  

farm s a f t e r  a l l  o p e ra t in g  c o s ts  a r e  p a id  and s u f f i c i e n t  money w ith h e ld  

to  m a in ta in  th e  lo n g -te rm  v i a b i l i t y  by r e p la c in g  worn o u t equipm ent and 

f a c i l i t i e s .  The m ajor f in d in g s  o f th e  a n a ly s i s  in c lu d e  th e  fo llo w in g :

I**?' In v es tm en t p e r  cow in  d a i ry  b u i ld in g s  and equipm ent i s  l e s 3 

on l a r g e r  th a n  on s m a lle r  d a i r i e s .

2 . ^..For. th e  h e rd  s iz e s  t h a t  c h a r a c te r i z e s  d a i ry  farm ing  in  each 

^ r e g i o n ,  in v e s tm e n t p e r  cow i s  l e s s  f o r  th e  l a r g e  d a i ry  o p e ra t io n s  in  

. th e  S o u th w est, N orthw est and S o u th e a s t th a n  f o r  th e  Lake S ta te  and 

^  N o r th e a s t r e g io n s .
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3 . Based on w hole farm  b u d g e ts , th e  l a r g e r  d a i r i e s  w ith  500 cows

o r  more a re  more p r o f i t a b l e  th a n  s m a l le r  d a i r i e s .  C o n s id e rin g  th e  lo n g -te rm , 

e f f e c i e n t l y  o p e ra te d  d a i r i e s  in  New M exico, A rizona  and F lo r id a  a re  more 

p r o f i t a b l e  th a n  t h e i r  c o u n te r p a r ts  in  C a l i f o r n ia ,  Id ah o , M inneso ta  and th e  

N o r th e a s t .  T h is  r e s u l t  i s  th e  bottom  l i n e  a f t e r  r e f l e c t i n g  r e g io n a l  

d i f f e r e n c e  i n  c o s ts  and m ilk  p r ic e s  r e c e iv e d .

4 . A lthough  c o s ts  p e r  cwt o f m ilk  a re  h ig h e s t  in  F lo r id a ,  th e  r e l a ­

t i v e  h ig h  p r ic e  re c e iv e d  fo r  m ilk  p ro v id e s  a c o m p e tit iv e  r e tu r n .  The 

p r o f i t a b i l i t y  o f C a l i f o r n ia  and Idaho  d a i r i e s  i s  a d v e rse ly  a f f e c te d  by 

lo w er m ilk  p r i c e s  com pared to  New M exico, A rizo n a  and F lo r id a  d a i r i e s .

a l l  r e g io n s .  T h is  w i l l  c o n tin u e  th e  t r e n d  to  few er and l a r g e r  d a i r i e s .

6. The r e l a t i v e l y  fa v o ra b le  p r o f i t  p o t e n t i a l  ( r a t e  o f r e tu r n )  o f 

l a r g e  s c a le  d a i r y  fa rm in g  in  th e  S o u th w es t, S o u th e a s t and N orthw est

i n  m ilk  p ro d u c tio n  to  th o s e  a r e a s .  Those a re a s  w i l l  l i k e l y  in c re a s e  

t h e i r  r e l a t i v e  s h a re  o f t o t a l  U .S . m ilk  p ro d u c tio n , p la c in g  in c re a s e d  

c o m p e tit iv e  p r e s s u r e  on th e  t r a d i t i o n a l  Lake S ta te s  and N o rth e a s t d a i ry  

a r e a s ,

7 . The p r o f i t a b i i t y  of d a i ry  fa rm in g  i s  g r e a t ly  im proved in  a l l  

r e g io n s  when management a c h ie v e s  p ro d u c tio n  p e r  cow l e v e l s  eq u a l to  th e  

to p  20 p e rc e n t o f  th e  fa rm e rs  u s in g  D a iry  Herd Improvement T e s tin g  program s 

(S c e n a r io  V ). A ch iev in g  th e s e  perfo rm ance  l e v e l s  te n d s  to  im prove th e  

p r o f i t a b i l i t y  o f la r g e  more th a n  sm a ll d a i r i e s ,  add ing  more econom ic in ­

c e n t iv e  f o r  l a r g e  s c a le  d a i ry in g .

h e rd s  to  g e t l a r g e r  in

re g io n s  w i l l  l i k e l y  r e s u l t ,  o v e r the- long  te rm , in  a co n tin u ed  s h i f t
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Dear Alaskan:

Attached is a proposed revision to regulations of the Department of 

Natural Resources. The department is soliciting public comments on the 

proposed regulation. Please see the attached legal notice for in­

structions on how to submit written comments.

The proposed regulation adds a new section to 11 AAC 67. The new 

section outlines the procedure to be followed by an agricultural inter­

est holder desiring to amend an agricultural development contract and 

combine his or her parcel with a parcel or parcels held by another. As

the combination of parcels will result in amendments to a previous­

ly-approved contract or development plan, the draft regulations set out 

standards to assist the commissioner in determining if the amendments 

are material and if they protect or further the public interest. The 

draft regulation provides that public notice of the proposed action be 

given and sets up the content of the notice and a procedure for respond­

ing to the proposed combination. Additionally, a provision is made 

which makes a single interest-holder in the new parcel responsible for 

meeting the contractual obligations of the new parcel.

Your comments on the proposed regulation will be most useful to the 

department if you suggest specific wording changes or other modifica­

tions you feel would result in improvement to the regulation. Thank you 

for your assistance.

10 -J58LH



NOTICE OF PROPOSED CHANGES IN THE REGULATIONS 

OF THE DEPARTMENT OF NATURAL RESOURCES

Notice is hereby given that the Department of Natural Resources, under

authority vested by AS 38.05.020 and AS 38.05.035, proposes to amend

regulations in Title 11 of the Alaska Administrative Code, dealing with

combining agricultural parcels for the more efficient and economic

development of agriculture in the state, to implement AS 38.05.069,
— . _

11 AAC 67.186 is adopted as a new section in which the procedure to 

be followed by agricultural interest holders who desire to combine 

their tracts with other tracts held by agricultural interest holders 

is outlined. The section applies when an approved development plan 

must be amended to accomodate the combination of agricultural parcels. 

The section contains the procedure the department must follow in 

determining whether the proposed combination is necessary to protect 

or further the public interest.

Notice is also given that any person interested may present wr-itten 

statements or arguments relevant to the proposed action by writing 

to the Department of Natural Resources, Office of the Commissioner, 

Pouch 7_005, Anchorage, Alaska 99510, so that they are received no 
later than A:30 p.m. on May 8 , 1 9 8 5 .

This action is not expected to require an increased appropriation.

Copies of the proposed regulation may be obtained by writing to the 

above address or by calling either the Anchorage or Juneau Office of 

the Commissioner at 265-^ 131 in Anchorage or 465-2^00 in Juneau.

The Department of Natural Resources, upon its own motion or at fhe 

instance of any interested person, may, after the deadline stated 

above, adopt proposals within the scope of this notice without further 

notice or may decide to take no action on them.

as follows
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11 AAC 67 is amended by adding a new section to read:

11 AAC 67.186. COMBINING AGRICULTURAL PARCELS, (a) A person 

who has obtained a parcel of land that is part of an agricultural 

development project may combine that parcel with a parcel or parcels 

held by another for the more efficient and economic development of 

agriculture within the state. This section applies only when an 

approved development plan must be amended to accomodate the 

combination of agricultural parcels.

(b) In combining parcels, there is no limitation on the maximum 
size of the resulting parcel, although the resulting parcel may 

contain only one farmstead of no more than 2 0  acres.

(c) In de c!uing whether to allow a combination of parcels, the 

commissioner will make a written finding that the change does..not 

constitute a material amendment from the original development contract 

and is necessary to protect or further the public interest. In 

determining whether the change is material and will protect or further 

the public interest, the commissioner will consider:

( 1 ) the legitimacy of the reasons for the change;

(2 ) whether the reasons for the change were unforeseen 

at the time the contract was made;

(3) the timing of the change;

(4) whether the contract contains clauses authorizing 

modifications; and

(5) the extent ot the change, relative to the original

contract.

(d) The commissioner may, with the consent of the holders of 

parcels involved in the proposed combination, establish or change any 

existing development requirements of the parcel holders.

(e) The commissioner will require the ho'ders of parcels 

involved in the proposed combination to enter into an agreement which 

replaces or supercedes the approved development requirements of the 

individual parcel holders. The new agreement will be made in a form 

prescribed by the commissioner and is subject to approval by the 

commi ssioner.

(f) The commissioner will give public notice of an application 

for a combination of agricultural parcels which will include the 

following safeguards of the public interest:
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( 1 ) a statement explaining the nature of the approval

sought;

(2 ) a statement indicating where copies of the application 
may be obtained or viewed;

(3) the written finding, or a summary of the written 
finding, required by (c) of this section;

(4) an opportunity for public hearing on the proposed 

combination, at the written request of 25 interested individuals; and

(5) a statement that any person may file written comments 

on the application within 30 days after publication of the notice.

(g) An application for a combination of agricultural parcels 
will designate a single-entity owner responsible for meeting the 

contractual obligations of the proposed new parcel. The single-entity 

owner must be an interest-holder in the proposed new parcel. (Eff. / 
/85, Register )

Authority: AS 38.05.020

AS 38.05.035 

AS 38.05.069
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TO: SENATORS' FA IKS, S A C K E T T ,  E L I A S O N ,  F E R G U S O N ,  P. FISCHER,,
 HALFORD, STURGULEWSKI-, F A H R E N K A M P ,  C O GHILL,

F E R G U S O N  , •

"D

FR: E I L E E N  M. H A I N E S
P 0 BOX 8 7 - 7 1 1 0  
W A S I L L A  9 9 6 8 7  
3 7 6 - 7 9 4 5  
3 7 6 - 1 2 3 2

RE: S P L I T T I N G  OF AG P A R C E L S

IS T H E R E  S O M E  WAY O F  C H A N G I N G  T H I S ?  I AM IN F A V O R  OF S P L I T T I N G  
UP THE 1 , 0 0 0 - 5 , 0 0 0  A C R E  AT D E L T A  B E C A U S E  OF T H E  S H O R T  G R O W I N G  
S E A S O N S  IN A L A S K A  B U T  I AM A G A I N S T  C O M B I N I N G  A G R I C U L T U R A L  P A R C E L S  
B E F O R E  C O N T R A C T  R E Q U I R E M E N T S  A R E  M E T  LEG A L L Y .  NOT F A I R  T O  US WHO 
W E R E  R E Q U I R E D  TO F U L F I L L  C O N T R A C T  R E Q U I R E M E N T S .
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Introduced: 2/13/85
Referred: Resources

and Finance

IN T H E  S E N A T E  B Y  K E R T T U L A

S E N A T E  B I L L  NO. 155 —  ,

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to th e  s p l i t t i n g  a n d  c o m b i n i n g  of

a g r i c u l t u r a l  p a r c e l s . "

B E  IT  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A S K A :

*  S e c t i o n  1. A S  3 8 . 0 5  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 3 8 . 0 5 . 0 6 4 .  S P L I T T I N G  A N D  C O M B I N I N G  O F  A G R I C U L T U R A L  P A R C E L S ,

(a) T h e  c o m m i s s i o n e r  m a y  a l l o w  a p e r s o n  w h o  ha s  p u r c h a s e d  a p a r c e l  of 

a g r i c u l t u r a l  l a n d  u n d e r  thi s  c h a p t e r  t h a t  is p a r t  of a n  a g r i c u l t u r a l  

d e v e l o p m e n t  p r o j e c t  to s p l i t  t he p a r c e l  b y  s e l l i n g  p o r t i o n s  of  the 

p a r c e l  o r  to c o m b i n e  it w i t h  o t h e r  p a r c e l s  by p u r c h a s i n g  a p a r c e l  f r o m

a p r i v a t e  seller.

(b) If a p a r c e l  is s p l i t  u n d e r  t his s e d t i o n ,  no m o r e  t h a n  one

f a r m s t e a d  m a y  be m a i n t a i n e d  f o r  e a d y ' 640 acr e  p a r c e l  r e s u l t i n g  f r o m

t he split. If p a r c e l s  a re c o m b i n e d ,  N r n e r e  is no  l i m i t  o n  t he size,? o f  ✓ /i 

tha? r e s u l t i n g  p a r c e l ,  b ut no m o r e  t h a n  o n e  farjnstead m a y  be  m a i n t a i n e d  

o n  the r e s u l t i n g  p a r c e l .  A  f a r m s t e a d  m a y  not e x c e e d  20 a c res. ^  ^

(c) T h e  c o m m i s s i o n e r  m a y  n ot a l l o w  a p a r c e l  to b e  s p l i t  or 

c o m b i n e d  u n d e r  thi s  s e c t i o n  u n l e s s

(1) th e  c o m m i s s i o n e r  m a k e s  a w r i t t e n  f i n d i n g  t h a t  the 

p r o p o s e d  s p lit or  c o m b i n a t i o n  is n e c e s s a r y  to p r o m o t e  t he p u b l i c  

i n t e r e s t ;  in  m a k i n g  this d e t e r m i n a t i o n  the c o m m i s s i o n e r  s h a l l  c o n s i d e r  

w h e t h e r  the s p l i t  or  c o m b i n a t i o n  w i l l  e n c o u r a g e  d e v e l o p m e n t  of the 

s t a t e ' s  a g r i c u l t u r a l  r e s o u r c e s ,  p r e v e n t  e c o n o m i c  w a s t e ,  a n d  p r o t e c t  

a ll i n t e r e s t e d  p a r t i e s  i n c l u d i n g  the state;

(2) f o r  e a c h  p a r c e l  r e s u l t i n g  f r o m  a s p lit or c o m b i n a t i o n ,



1 a n  a g r i c u l t u r a l  d e v e l o p m e n t  a g r e e m e n t  is e n t e r e d  int o  w i t h  the s t a t e

2 a n d  a p p r o v e d  b y  the c o m m i s s i o n e r ;

3 (3) the a p p l i c a t i o n  f o r  t he s p lit o r  c o m b i n a t i o n  of p a r c e l s

4 d e s i g n a t e s  a n  o p e r a t o r  f or e a c h  o f  t he p r o p o s e d  r e s u l t i n g  parcels;

5 (4) the c o m m i s s i o n e r  p r o v i d e s  p u b l i c  n o t i c e  of, a nd a n

6 o p p o r t u n i t y  f o r  a h e a r i n g  a n d  w r i t t e n  c o m m e n t  r e g a r d i n g ,  a p r o p o s e d

7 s p l i t  o r  c o m b i n a t i o n ;  a n d

8 (5) the c o m m i s s i o n e r  m a k e s  a v a i l a b l e  to the p u b l i c  a w r it-

9 t e n  e x p l a n a t i o n  of  the p r o p o s e d  s p l i t  o r  c o m b i n a t i o n ,  i n f o r m a t i o n  o n

10 h o w  to o b t a i n  a c opy of  t h e  a p p l i c a t i o n  fo r  th e  p r o p o s e d  split o r

11 c o m b i n a t i o n ,  a n d  th e  p r o p o s e d  a g r i c u l t u r a l  d e v e l o p m e n t  agreements.

12 (d) T h e  c o m m i s s i o n e r  m a y  a d o p t  r e g u l a t i o n s  to i m p l e m e n t  this

13 s e c tion.

•t\;
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rmers watch legislature
Bill m a y  c h a n g e  P o i n t  M a c K e n z i e  rules

By CHRIS GEIGER
Daily News reporter
WASILLA -  The debate 

over the relative merits of the 
family farm and larger agri­
cultural operations has ar­
rived in Alaska —  on a small 
scale.
For some farmers at the 

Point MacKenzie agricultural 
project, bigger is belter. 
These farmers want the right 
to combine their dairy farms 
’into larger enterprises —  a 
necessary step, they say, if 
the state’s ambitious dairy 
program is to survive the 
current fann price slump.

Other farmers say small is 
beautiful. If the state changes 
its development requirements 
for Point MacKenzie to allow

consolidation of parcels, it 
would be unfair to those who 
have “busted their butts” to 
comply with the original re- 
quiremerts —  and wouldn’t 
be an- economic advantage 
anyway, they say. • '
The ultimate decision on 

the issue rests with the state 
legislature. Bills are pending 
in both the House and Senate 
that would allow limited 
splitting and combining of 
state agricultural parcels, and 
the state Soil and Water Con­
servation Board this week 
recommended approval of the 
legislation,
Most of the controversy 

centers at Point MacKenzie, a

See Page B-3, D A IR Y

Melodrama continues on and off stage

A t<

3
he

t the Al-Aska Shrine 
Temple, the valiant 

i widow Knight and 
ler Nutrasweet 

daughter struggle to keep 
their mortgage out of the 
fell clutches of the nefarious 
banker. As a ragtime piano 
jangles, the audience hurls 
popcorn at the villain, 
cheers for the good guys, and 
generally gets involved with 
“Airport 1904," this year’s 
Fur Rondy melodrama.
- "Airport 1904" is present­
ed in a room of narrow 
tables, where audience m e m­
bers sit close together. There 
are no complaints about the 
crowding. But if there were, 
director-producer Gary Wal- 
lesen would only have to 
take the malingerers back­
stage for a moment.

“There’s not a whole lot 
of room back there,” says 
Wallesen, a master of under­
statement.

“Backstage" is hardly a 
Hollywood vision of the 
theater, where each perform­
er would have a door with a 
star on it and a faithful 
dresser to help him in and
n n t  r » f  r n c f n m p c  A o f n r « ;  I n

d o n n a  

f r e e d m a n

rondy nuggets

this "Airport” don’t have 
separate rooms, or even a 
single big room; in fact, 
they’re confined in the long, 
narrow space between the 
back of the set and the 
building’s rear wall.
This dimly lit, claustro­

phobic area —  about 23 feet 
long and 6 feet deep —  is 
dressing room, prop room 
and green room rolled into 
one. Actors don costumes, 
run their lines and practice 
stage gestures while avoid­
ing chairs, makeup table, 
boxes of props and each oth­
er.

.Tames Mack, who nlavs

leading man Rip Cord, steps 
quietly about, stretching 
like an athlete wanning up 
for the big race. At one 
point, he practices imagi­
nary golf swings (there'd be 
no room for a real golf club).

Daniel O’Tiemey, the oth­
er leading man, listens for 
his cue —  the dastardly 
banker’s song. In the mean­
time, he brushes his hair and 
does a few deep knee bends, 
careful not to wait too close 
to the stage exit —  a back­
stage collision would be 
clearly audible out front.

“You better hide your 
money, and your daughter," 
sings the onstage banker. 
“But not necessarily in that 
order.”
As the dastardly banker 

walks offstage, O’Tierney 
rushes on; it’s time for his 
big number, “Hero." His 
character, Sterling Strong- 
wrench, is a self-confessed 
perfect guy: “Sometimes I’m  
so noble I make myself 
sick.”

Backstage, actress Stacy 
Thorpe snickers at the 
thought, tying a bow at the

blouse. The Poster Girl, 
carries signs like “Later 
evening," wanders by v. 
can of Budweiser in 
hand. Time for a s 
change yet?

Onstage, jealousy is 
developing between 
Cord and Sterling St 
wrench. Loud thuds 
heard as the two men s 
gle onstage. No one looi 
until the slightly dishe' 
actors pop through a 
exit. Rip brushes his 
and swigs from a bott 
room-temperature Per 
there’s just no room r 
refrigerator back here.

Onstage, Mrs. Knigh 
rates her daughter fo: 
way she "looked" at 
ling. "You mean I wa: 
robing him with my e; 
Lovey inquires. The 
ence laughs and whi 
piercingly; the offstag 
tors grin. But Lovey i 
brings the house down 
her song, “Heroine.”

Being a good little g. 
seems, is bor-ing. “Lore 
a drag to be so chaste. 1

<5oo P a n o  R -3  R f



t a y  m .  l e v i n e

SHOOTER
AGGRAVATION: My form- 
f m y  c leaning deposit. He 
ow erhead  I h ad  installed, 
han the  o r ig inal one. He 
I  a chain  lock on the  door 
ged $5 for  a b u t t e r  d ish  — 
>ved in! He also kep t  some 
gh t because I  d id n ’t give 
o the r  charges a re  fair. —

f luck. Ju d g in g  from your  
t w r i t ten  ren ta l  agreem ent 
ask ing  exac tly  w h a t  you 
back. Changes you  regard 

:e dam age to  y o u r  landlord  
>irs. L and lo rds  have  rights, 
ide by  y o u r  opinion on the 
I p rov ide  and  w h e th e r  the

noney  and  avoid  troub le  by  
u move in. Go th rough  the 
. using a  checklist. Things 
ill show u p  th e n  and you 
:er. Ask for  the  land lo rd 's  
/erhead  and  th e  chain lock. 
)u for changing  such things,

;ka L and lord-T enant L a w "  
d s ’ r igh ts  an d  responsibili- 
1  You can get copies at 
lict Resolution Center, the 
ttive Extension  Service, the 
Sectiqn and  a t  the  Daily

o ?«more extension? Call the

Anchorage Daily News. -Friday, February 21, 1986 B3
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D A I R Y :  L e g i s l a t i o n  m a y  c h a n g e  p r o j e c t ’s  r u l e s

Continued from Page B-1

s p ra w l in g ,  17,000-acre s t a te  
a g r i c u l t u r a l  p r o je c t  a c ro ss  
K n ik  A rm  from Anchorage. 
An accelerated s ta te  e ffo rt  to 
boost A la sk a 's  da iry  p roduc­
tion , the  p ro jec t carr ies  str ic t  
deve lopm ent requ irem en ts  for 
its  farms.

B arn  construction is one of 
th o s e  d e v e lo p m e n t  r e q u i r e ­
m ents , and  the  one most con­
tested  b y  farm ers .  Each of the 
19 da iry  parcel ow ners was 
required  to  have  a b a rn  and 
m ilk ing  facilities by  N ovem ­
ber, according to  the. s ta te  
contracts.

F o u r  M acK enz ie  f a rm e r s  
chose in s tead  to  co llabora te  
and  share  the  larger, c en tra l­
ized ba rn  facilities — along 
w i th  lab o r  and  m anagem ent 
services — a t  T ucker  Dairy. 
A lthough  th e  four  m e t  the 
deadlines  for  n u m b e r  of cows 
an d  am ount of c leared land, 
tw o  of th e i r  parcels  rem ained 
w ith o u t  b a m s .

I f  farm ers  fail to  m eet the 
deadlines, th ey  s ta n d  to  lose 
th e i r  ag r icu l tu ra l  r igh ts  .o the 
parcels.

To head  off foreclosure, the 
four  filed a law su i t  la s t  y ea r  
c la im ing  th e  s ta te  has the 
a u th o r i ty  to  change i ts  devel­
o p m e n t  r e q u i r e m e n t s .  T he  
A la sk a  a t to rn e y  gen e ra l’s of­
f ic e  i n s i s t s  t h a t  t h e  s t a t e  
lacks such au th o r i ty  un d er  
cu rren t  laws.

The s ta te  agreed no t to 
ta k e  action  aga ins t  the  two 
f a r m e r s  in  v i o l a t i o n  — 
C h a r le s  C a n g e  a n d  G a ry  
S tro m b erg  — u n ti l  the  end of 
th e  tr ia l ,  o r  nex t  October, 
w h ichever  comes first.  The

farm ers  hope the  n ew  legisla­
tion will h av e  passed  by .then.

"To force us to have  to go 
m ake a l i t t le  shed to m ilk  
cows in  is r id icu lous ,"  said 
M ilb u rn  T u c k e r ,  o w n e r  of 
T u c k e r  D a i ry .  T u c k e r  sa id  
there  a re  severa l  o th e r  P oin t 
MacKenzie fa rm ers  in terested  
in consolida tion  as well.

T u c k e r  a n d  h is  p a r tn e r s  
knew  abou t the  b a rn  req u ire ­
m ent w hen  th ey  began  fa rm ­
ing th e i r  parcels . B u t since 
m any of th e  s ta te ’s p rom ises 
d id n ’t p a n  ou t  for  the  fa rm ­
ers, he  s a id ,  c o n s o l id a t io n  
was a  necessary  s tep  tow ard  
g rea te r  economic s treng th .

T h e  s t a t e ,  fo r  e x a m p le ,  
d i d n ’t  t e l l  t h e  p ro s p e c t iv e  
fa rm ers  of th e  financ ia l w e a k ­
nesses a t  M a ta n u sk a  Maid, 
th e  a r e a ’s o n ly  c r e a m e ry ,  
T ucker said . When Mat Maid 
filed fo r  b a n k ru p tc y  a y e a r  
la ter, its  m i lk  prices p lunged 
to $19 p e r  h u n d re d  pounds, 
a l t h o u g h  t h e  f a r m e r s  h a d  
p l a n n e d  on  re c e iv in g  th e  
fo rm er price  of $22.60.

N o r  did th e  s ta te  an tic ipa te  
th e  e n v i r o n m e n t a l  r e s t r i c ­
t io n s  on  b u r n i n g ,  w h ic h  
slowed dow n  the  land-clear­
ing process, T u ck e r  said. And 
the  n a t io n a l  s lu m p  in  fa rm  
p r ic e s  h a s n ’t s k ip p e d  o v e r  
A laska , e i the r ,  he  said.

"W e’re a sk in g  fo r  a gam e 
plan  change because  the  gam e 
has c h a n g e d ,  n a t i o n w i d e , ” 
T ucker said.

Som e of th e  sm a l le r  fa rm ­
ers a t  P o in t  M acKenzie object 
to conso lida tion  on the basis ' 
of fairness.

"I  do re sen t  t h a t  I w a s n ’t  j 
given th a t  op tion  w hen I got • 
in to  i t ,"  sa id  H a rv e y  B askin .

"We b us ted  o u r  b u t ts  to  get 
th a t  th ing  to  th e  po in t w here  
it would  m eet ail the  s ta te  
co m m itm en ts ,"

N e ithe r  B ask in  nor Tom 
Rogers, a n o th e r  sm all  fa rm er  
on the project,  object to  a l ­
lowing th e  consolidations if 
they are  needed for  economic 
survival. But bo th  insist th a t  
if they m ad e  it  alone, o thers  
should  be ab le  to also.

" I f  a re t ired  NCO from the  
A ir  Force  can go ou t and  ' 
succeed, th en  w h y  can ’t these 
people  w h o  h ave  all the  m on­
ey in  th e  w or ld? ,"  B ask in  
sa id  of h is  ow n s i tua tion .

None of the  fa rm ers  con­
ta c te d  f e a re d  c o m p e t i t i o n  
from  la rg e r  opera tions  — un­
less the  w hole  projec t consoli­
da ted , leav ing  them  as inde­
penden t,  sm all  islands. Even 
then, the  b ig  fa rm s  m ay  not 
h ave  m uch  of an advantage , 
according to  Rogers.

“ No o pera tion  w il l  ever be 
as efficient as a fam ily  un it  
w il l  be  — b u t i t  soems like  
w e ’re  fast  ou tg row ing  the  age 
of the  fam ily  fa rm ,"  Rogers 
said.

The D ivision of A gricu ltu re  
has  genera l ly  opposed allow ­
ing com bina tion  of i ts  agricul-, 
tu ra l  parcels . F a irness  is the  
p r im a ry  reason, sa id  N a tu ra l  
R e s o u rc e s  M a n a g e r  K e i th  
Q uin tave ll ,  b u t  increased r isk  
is also a factor.

W ith  f e w e r  f a rm s  do ing  
m ore  of th e  farm ing , a single 
b a n k r u p t c y  w o u ld  h a v e  a 
m uch g re a te r  im pac t  on the  
indu s try ,  he said.

The fam ily  vs. co rpo ra te  
fa rm  d eba te  a lso  p lay s  a p a r t  
in th e  d iv is io n ’s opposition  to 
consolidations. A nd, In any

discussion of the  Issue, th e  
th re a t  of land  speculation a t  
P o i n t  M a c K e n z ie  a l w a y s  
comes up, he said.

F a r m  p a rc e l  o w n e rs  a r e  
g r a n t e d  o n l y  a g r i c u l t u r a l  
r ights  to the  land , an d  m a y  
not develop i t  fo r  o th e r  p u r ­
poses. B u t since P o in t  Mac­
Kenzie is so close to  A nchor­
age — a t  one end  of the  
proposed K n ik  A rm  crossings 
— som e s ta te  offic ia ls  a re  
w ary  of loosening o w n ersh ip  
restr ic tions  too  much.

“ I guess i t 's  a lw ay s  an  u n ­
d e rcu rren t ,” Q u in tav e l l  sa id .

T ucker  w as also w a ry  of 
the  fears of specu la tion . M any 
people e i th e r  th in k  of P o in t  
MacKenzie fa rm ers  as  specu­
la to rs  in  disguise, in e x p e r i ­
enced, incom peten t  fa rm ers ,  
o r  bo th , he said.

" I  d id n ’t  go out a n d  inves t  
four and  a ha lf  m ill ion  do l­
lars  in  a d a i ry  to su b d iv id e  
land  for  re s id en t ia l ,"  he sa id .  .

D ivision of A gricu ltu re  Di­
r e c to r  B i l l  H e im  s a id  he  
doesn 't  necessarily  oppose the 
p ro p o se d  le g i s l a t io n ,  w h ich  
w o u ld  j i v e  D e p a r tm e n t  of  
N a t u r a l  R esources .  C o m m is ­
s ioner  E s th e r  W unnicke case- 
by-case d iscre tion  on com bin­
ing parcels . B u t he does ob ­
ject to th e - " b ig g e r  is b e t t e r ” 
a rgum ent.

I n  a f a r m  m a n a g e m e n t  
s tu d y  conducted la s t  fall a t  
Po in t  MacKenzie, in v es t ig a to r  
J im  K astanec  found th a t  size 
w as  l i t t le  o r  no a d v a n ta g e  to 
da iry  farm s, Heim said.

"W hen they  sa id , ‘b igger is 
b e t te r , '  we said, ‘t h a t ’s not 
necessarily  t ru e . ’ A nd  t h a t ’s 
th e ir  w hole  a rg u m e n t ,"  Heim., 
said.
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E s t h e r  W u n n i c k e ,  C o m m i s s i o n e r  

D e p a r t m e n t  of  N a t u r a l  R e s o u r c e s  

:;■> P o u c h  M, M a i l  S t o p  1000

'■ J u n e a u ,  A K  9 9 8 1 1

D e a r  C o m m i s s i o n e r  W u n n i c k e :

I w o u l d  l i k e  to r e c e i v e  a  s t a t u s  r e p o r t  o n  t h e  i s s u e  o f  t h e  s p l i t t i n g  a n d  

c o m b i n i n g  of a g r i c u l t u r a l  p a r c e l s .  A s  y o u  r e c a l l ,  S B  155 d i d  n o t  p a s s  t h i s  

l a s t  s e s s i o n ;  b u t  d u r i n g  t he p u b l i c  h e a r i n g  i n  t he S e n a t e  R e s o u r c e s  

C o m m i t t e e ,  y o u  f e l t  that t he D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  m a y  b e  a b l e  to 

a c c o m p l i s h  t h e  s a m e  t h i n g  a d m i n i s t r a t i v e l y .  H o w  is t h a t  g o i n g ?

• T h a n k  y o u  f o r  y o u r  a s s i s t a n c e .

i ;  •

S i n c e r e l y  y o u r s ,

♦ *

•; • •

S e n a t o r  A r l i s s  S t u r g u l e w s k i  

C h a i r m a n ,  S e n a t e  R e s o u r c e s  C o m m i t t e e

b - d d
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J o s e p h  P a t r i c k  C a n g e  

B o x  4 - 6 4 7

A n c h o r a g e ,  A K  9 9 5 0 9  

D e a r  J o e :

I  h a v e  r e c e i v e d  t h e  e n c l o s e d  l e t t e r  f r o m  C o m m i s s i o n e r  W u n n i c k e  a f t e r  I  

i n q u i r e d  a s  t o  t h e  s t a t u s  o f  c o m b i n i n g  a g r i c u l t u r a l  p a r c e l s .  A s  y o u  

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

a d m i n i s t r a t i v e l y .  A p p a r e n t l y  a f t e r  r e v i e w  b y  t h e  A t t o r n e y  G e n e r a l ’ s  o f f i c e ,  

i t  w a s  d e t e r m i n e d  t h a t  t h i s  c o u l d  n o t  b e  d o n e .

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

c h a n g e s  i f  n e e d e d  t o  S B  1 5 5 .  I  w i l l  k e e p  y o u  i n f o r m e d  a s  w e  g o  a l o n g .

I  a p p r e c i a t e  y o u r  c o n t i n u e d  i n t e r e s t  i n  A l a s k a n  a g r i c u l t u r e .

S i n c e r e l y  y o u r s ,

S e n a t o r  A r l i s s  S t u r g u l e w s k i  

C h a i r m a n ,  S e n a t e  R e s o u r c e s  C o m m i t t e e

E n c l o s u r e

c c :  D r .  M i c h a e l  J a m e s
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The H o n o r a b l e  A r l i s s  S t u r g u l e w s k i  
C h a i r m a n ,  C o m m i t t e e  on  R e s o u r c e s  
A l a s k a  S t a t e  S e n a t e  
P o u c h  V
Juneau, A K  9 9 811

De a r  S e n a t o r  S t u r g u l e w s k i :

I a p p r e c i a t e  your c o n t i n u e d  i n t e r e s t  in  A l a s k a  a g r i c u l t u r e  
and, as y o u  h a v e  r e q u e s t e d ,  a m  p r o v i d i n g  i n f o r m a t i o n  a b o u t  
the s t a t u s  o f  o u r  e f f o r t s  to a l l o w  c o m b i n i n g  o r  s p l i t t i n g  o f  
a g r i c u l t u r a l  pa r c e l s .

As y o u  know, e a r l i e r  this year, at the t i m e  o f  the p u b l i c  
h e a r i n g  o n  SB 155, w e  b e l i e v e d  t h a t  t h e  d e p a r t m e n t  c o u l d  
a m e n d  a g r i c u l t u r a l  c o n t r a c t s  a n d  a l l o w  the c o m b i n i n g  a n d  
s p l i t t i n g  o f  a g r i c u l t u r a l  p a r c e l s .  D e p a r t m e n t  o f  L a w  s t a f f  
i n f o r m a l l y  c o n c u r r e d  w i t h  o u r  p o s i t i o n .

B e c a u s e  we  w i s h e d  to e n s u r e  t h a t  a g r i c u l t u r e  c o n t r a c t  
c h a n g e s  r e l a t e d  to the c o m b i n i n g  o r  s p l i t t i n g  o f  a p a r c e l  
we r e  in the p u b l i c  i n t e r e s t ,  s t a f f  p r o c e e d e d  to d r a f t  
r e g u l a t i o n s  t h a t  s p e c i f i e d  c o n d i t i o n s  to be  m e t  b e f o r e  
c o n t r a c t  c h a n g e s  w o u l d  be a p p r o v e d .

D u r i n g  the D e p a r t m e n t  o f  L a w ' s  r e v i e w  o f  t h e  p r o p o s e d  
r e g u l a t i o n s  it w a s  d e t e r m i n e d  t h a t  c o m b i n i n g  or s p l i t t i n g  
a g r i c u l t u r e  p a r c e l s  w o u l d  v i o l a t e  A S  3 8 . 0 5 . 0 2 0 ( b ) ( 7 )  if the 
a c t i o n  r e q u i r e d  a m e n d m e n t  of  an a g r i c u l t u r a l  l a n d  c o n t r a c t .

AS 3 8 . 0 5 . 0 2 0 ( b ) (7) w a s  e n a c t e d  in 1984 to a s s i s t  f a r m e r s  w h o  
w e r e  u n a b l e  to e c o n o m i c a l l y  t r a n s p o r t  f a r m  p r o d u c t s  to 
m a r k e t  b e c a u s e  e x p e c t e d  r o a d s  or m a r i n e  r o u t e s  w e r e  n e v e r  
d e v e l o p e d .  W h i l e  r e v i e w i n g  o u r  d r a f t  r e g u l a t i o n s  for 
c o n s i s t e n c y  w i t h  the s t a t u t e s ,  the D e p a r t m e n t  o f  L a w  
d e t e r m i n e d  t h a t  the s t a t u t e s  a l l o w  the c o m m i s s i o n e r  to 
m o d i f y  d e v e l o p m e n t  r e q u i r e m e n t s  o f  an a g r i c u l t u r a l  la n d  
c o n t r a c t  o n l y  if the land is i n a c c e s s i b l e  b y  r o a d  a n d  the 
d e v e l o p m e n t  r e q u i r e m e n t s  are u n e c o n o m i c .

I h a v e  e n c l o s e d  a c o p y  of  a r e c e n t  m e m o r a n d u m  f r o m  t h e  
D e p a r t m e n t  o f  L a w  t h a t  p r o v i d e s  a d d i t i o n a l  i n f o r m a t i o n  a b o u t  
this m a t t e r .
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I b e l i e v e  t h a t  the d e p a r t m e n t  s h o u l d  h a v e  the f l e x i b i l i t y  to 
a m e n d  a g r i c u l t u r a l  la n d  d e v e l o p m e n t  c o n t r a c t s  to b e n e f i t  the 
p u b l i c  a n d  f u r t h e r  the d e v e l o p m e n t  of a g r i c u l t u r e  in A l a s k a .  
It a p p e a r s  t h a t  l e g i s l a t i v e  a c t i o n  w i l l  n o w  be r e q u i r e d  to 
p r o v i d e  the s t a t e  w i t h  t h i s  f l e x i b i l i t y .  W e  a r e  c u r r e n t l y  
c o n s i d e r i n g  w h e t h e r  SB 155 is s u f f i c i e n t  for t h i s  p u r p o s e .

M y  s t a f f  a n d  I look f o r w a r d  to w o r k i n g  w i t h  y o u  a n d  the 
S e n a t e  R e s o u r c e s  C o m m i t t e e  d u r i n g  the n e x t  l e g i s l a t i v e  
s e s s i o n .  T h a n k  y o u  for y o u r  c o n t i n u i n g  i n t e r e s t  in t h i s  
a n d  o t h e r  n a t u r a l  r e s o u r c e  m a t t e r s .

S i n c e r e l y ,

^ E s t h e r  C. W u n n i c k e  
C o m m i s s i o n e r

E n c l o s u r e  .
cc: J i m  B a r n e t t
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Combining P o in t  
MacKenzie a g r i c u l t ­
u r a l  p a r c e l s

You asked me to  look in to  a s i t u a t i o n  a t  P o in t  
MacKenzie where fo u r  i n d i v i d u a l s ,  r e p r e s e n te d  by Mr. Joe  Canje,  
ap p a ren t ly  d e s i r e  to combine a g r i c u l t u r a l  p a r c e l s  and use one 
a l r e a d y - c o n s t r u c t e d  d a i r y  f a c i l i t y  to  se rve  a l l  fou r  p a r c e l s .  
L e g i s l a t i o n  a p p a re n t ly  was in t ro d u c e d  to  auchor ize  t h a t  p ro c e ­
dure; u n f o r tu n a t e l y ,  the  l e g i s l a t u r e  adjourned w i th o u t  ta k in g  
f i n a l  a c t i o n  on the  b i l l .  Subsequent ly ,  Mr. Canje and h i s  a s s o ­
c i a t e s  ap p a re n t ly  were le d  to  b e l i e v e  t h a t  c e r t a i n  seeps could  be 
taken  a d m i n i s t r a t i v e l y  to  pe rm i t  them to fo l low  t h a t  course  of 
a c t io n ;  however, i t  subsequen t ly  was determined by the  A t to rney  
G e n e ra l ' s  o f f i c e  t h a t  t h i s  could  no t  be done.

In  accordance w i th  your r e q u e s t ,  I d i s c u s se d  t h i s  m at­
t e r  w i th  a t t o rn e y s  in  bo th  our Anchorage and Juneau o f f i c e s .  I t  
i s  the  consensus view of  t h i s  department t h a t  the  law, as i t  c u r ­
r e n t l y  e x i s t s ,  p rec lu d es  Mr. Canje and h i s  a s s o c i a t e s  from f o l ­
lowing the  course  o f  a c t i o n  they d e s i r e .

Under 11 AAC 6 7 .1 8 5 (a ) ,  a farm development p la n  may be 
r e q u i r e d  as p a r t  of the  s a l e  c o n t r a c t  f o r  an a g r i c u l t u r a l  p a r c e l .  
Our unders tand ing  i s  t h a t  a l l  of  the  P o in t  MacKenzie d a i ry  farm 
development p lans  in c lu d e  the  requ irem ent  t h a t  the  cows be milked 
in  an approved d a i ry  f a c i l i t y  on the  p a r c e l  which i s  the  s u b je c t  
o f  the  c o n t r a c t .  Under 11 AAC 6 7 .1 8 5 (a ) ,  i t  i s  a requ irem en t  of 
the  s a l e  c o n t r a c t  under which Mr. C a n je ' s  a s s o c i a t e s  r e c e iv e d  the 
p a r c e l s .

In  t h i s  c i rcu m stan ce ,  th e  commissioner o f  N a tu ra l  Re­
sources  has no l e g a l  a u t h o r i t y  to  modify t h a t  c o n t r a c t u a l  r e ­
quirement.  Under AS 3 8 .0 5 .0 2 0 ( b ) ( 7 ) ,  the  commissioner may 
"waive, pos tpone ,  or  o th e rw ise  modify the  development r e q u i r e ­
ments of  a c o n t r a c t  f o r  the  s a l e  of  a g r i c u l t u r a l  land" only  i f  
cwo co n d i t io n s  a re  s a t i s f i e d :

(A) the land i s  i n a c c e s s i b l e  by road; and

(B) t r a n s p o r t a t i o n , m arke t ing ,  and deve lop­
ment co s ts  r en d e r  the r e q u i r e d  development unecon­
omic .
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( E m p h a s i s  a d d ed.) As w e  u n d e r s t a n d  it, the p a r c e l s  i n v o l v e d  are 
a c c e s s i b l e  by road. A c c o r d i n g l y ,  one of the two c o n d i t i o n s  w h i c h  
m u s t  b e  m e t  b e f o r e  the c o m m i s s i o n e r  m a y  m o d i f y  the c o n t r a c t s  is 
n o t  s a t i s f i e d ,  a n d  t h e r e  is no  l e gal a u t h o r i t y  u n d e r  w h i c h  the 
c o m m i s s i o n e r  m a y  w a i v e  o r  o t h e r w i s e  m o d i f y  the r e q u i r e m e n t  that 
the cows b e  m i l k e d  in a n  a p p r o v e d  d a i r y  f a c i l i t y  o n  e a c h  p a r cel. 
This, in turn, p r e c l u d e s  the u s e  of a n  a l r e a d y - c o n s t r u c t e d  d a i r y  
f a c i l i t y  s e r v i n g  to s a t i s f y  the r e q u i r e m e n t  for f o u r  s e p a r a t e  
p a r c e l s .

It is m y  u n d e r s t a n d i n g  th a t  Mr. C a n j e  a n d  his a s s o c i­
ates n o w  h a v e  r e t a i n e d  l e g a l  c o u n s e l  in A n c h o r a g e  (Mr. J a m e s  N. 
R e e v e s ,  a f o r m e r  A s s i s t a n t  A t t o r n e y  G e n e r a l )  w h o  a l r e a d y  has b e e n  
in c o n t a c t  w i t h  a t t o r n e y s  in o u r  A n c h o r a g e  o f f i c e  r e g a r d i n g  this 
m a t t e r .  W e  c e r t a i n l y  w i l l  c o n s i d e r  a n y  o t h e r  l e gal a n a l y s i s  he  
m i g h t  b r i n g  to our a t t e n t i o n .  H o w e v e r ,  at this time, n o n e  of the 
a t t o r n e y s  in this d e p a r t m e n t  w h o  h a v e  r e v i e w e d  the m a t t e r  see any 
b a s i s  f o r  a d i f f e r e n t  c o n c l u s i o n .

W e  n o t e  t h a t  s o m e  c r e a t i v e  s o l u t i o n s  ha v e  b e e n  e m p l o y e d  
to s a t i s f y  the r e q u i r e m e n t  that an a p p r o v e d  d a i r y  f a c i l i t y  be 
u s e d  to m i l k  the cows o n  e a c h  a g r i c u l t u r a l  p a r c e l  in the P o i n t  
M a c K e n z i e  area. In at l e a s t  one i n s t a n c e ,  a b a r n  w a s  b u i l t  
s t r a d d l i n g  the p r o p e r t y  l i n e  b e t w e e n  two a d j a c e n t  p arcels, w i t h  
p a r t  o f  the b a r n  o n  o n e  p a r c e l  a n d  the o t h e r  p a r t  on  the o t h e r  
p a r c e l .  A  s e c o n d  s u g g e s t i o n ,  p e r h a p s  f a c e t i o u s  b u t  p e r h a p s  not, 
h a s  b e e n  to p u t  a b a r n  o n  w h e e l s  a n d  m o v e  it f r o m  p a r c e l  to p a r­
cel in. a m a n n e r  s i m i l a r  to the r u m o r e d  p r o c e d u r e  u s e d  w i t h  r e­
s p e c t  to p r o v e - u p  c a b i n s  for h o m e s t e a d  p u r p o s e s  e a r l i e r  in 
A l a s k a ' s  h i s t o r y .  W h i l e  w e  h a v e  n o t  d e t e r m i n e d  w h e t h e r  this 
w o u l d  s a t i s f y  the d e v e l o p m e n t  p l a n  r e q u i r e m e n t ,  w e  p o i n t  it out 
m e r e l y  to s u g g e s t  th a t  c r e a t i v e  s o l u t i o n s  m a y  b e  p o s s i b l e  and, if 
p r o p o s e d ,  w i l l  be  c o n s i d e r e d .

In summary, h o w e v e r ,  it r e m a i n s  o u r  v i e w  that t h e r e  is 
n o  l e g a l  a d m i n i s t r a t i v e  m e c h a n i s m  b y  w h i c h  the d e v e l o p m e n t  p l a n  
r e q u i r e m e n t  th a t  P o i n t  M a c K e n z i e  cows b e  m i l k e d  in an a p p r o v e d  
d a i r y  f a c i l i t y  on e a c h  p a r c e l  m a y  be w a i v e d .  T h e  s o l u t i o n ,  as w e  
v i e w  it, is a l e g i s l a t i v e  a m e n d m e n t .  H o w e v e r ,  y o u  s h o u l d  be 
a w a r e  th a t  o t h e r  i n d i v i d u a l s  w i t h  a g r i c u l t u r a l  p a r c e l s  in the 
P o i n t  M a c K e n z i e  area, p a r t i c u l a r l y  t h o s e  w h o  a l r e a d y  h a v e  c o n­
s t r u c t e d  an  a p p r o v e d  d a i r y  f a c i l i t y  on  t h e i r  p a r c e l s ,  m a y  o b j e c t  
to the l e g i s l a t u r e  a u t h o r i z i n g  the c o m m i s s i o n e r  to r e l a x  the d e­
v e l o p m e n t  r e q u i r e m e n t .  O n  the o t h e r  hand, if the c u r r e n t  re- 
q u i r e m e n c s  ( p a r t i c u l a r l y  w i t h  r e s p e c t  to p a r c e l  size a n d  the d e­
v e l o p m e n t  r e q u i r e m e n t s  i m p o s e d  on e a c h  s u c h  parcel) m a k e  the e n­
tire P o i n t  M a c K e n z i e  d a i r y  o p e r a t i o n  u n e c o n o m i c ,  p e r h a p s  an  o v e r­
all r e v i e w  o f  the e n t i r e  s i t u a t i o n  by the l e g i s l a t u r e  a n d  a p p r o -



p r i a t e  l e g i s l a t i o n  a u t h o r i s in g  the commissioner to take a p p r o p r i ­
a t e  a c t i o n  would b e n e f i t  the  e n t i r e  program.

I f  we can answer any f u r t h e r  q u e s t io n s ,  p le ase  contact: 
us a t  your convenience.

GTK: dim

cc: E s the r  C. Wunnicke
Commissioner
Department o f  N a tu ra l  Resources

Ronald W. Lorensen 
Deputy A tto rney  General

F ranc is  N ev i l le  
A s s i s t a n t  A ttorney  General

James N. Reeves, Esq.
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f i /U  SHEFFIELD, GOVERNOR
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P O U C H  7-005 
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Dear Alaskan:

Attached is a proposed revision to regulations of the Department of 

Natural Resources. The department is soliciting public comments on the 

proposed regulation. Please see the attached legal notice for in­
structions on how to submit written comments.

The proposed regulation adds a new section to 11 AAC 67. The new 

section outlines the procedure to be followed by an agricultural inter­

est holder desiring to amend an agricultural development contract and 

combine his or her parcel with a parcel or parcels held by another. As 

the combination of parcels will result in amendments to a previous­

ly-approved contract or development plan, the draft regulations set out 

standards to assist the commissioner in determining if the amendments 

are material and if they protect or further the public interest. The 

draft regulation provides that public notice of the proposed action be 

given and sets up the content of the notice and a procedure for respond­

ing to the proposed combination. Additionally, a provision is made 

which makes a single interest-holder in the new parcel responsible for 

meeting the contractual obligations of the new parcel.

Your comments on the proposed regulation will be most useful to the 

department if you suggest specific wording changes or other modifica­

tions you feel would result in improvement to the regulation. Thank you 
for your assistance.

Very truly yours,

James K. Barn>ft 

Deputy Commissioner

10 -J56LH



NOTICE OF PROPOSED CHANGES IN THE REGULATIONS 

OF THE DEPARTMENT OF NATURAL RESOURCES

Notice is hereby given that the Department of Natural Resources, under 

authority vested by AS 38.05.020 and AS 38.05*035, proposes to amend 
regulations in Title 11 of the Alaska Administrative Code, dealing with 

combining agricultural parcels for the more efficient and economic 

development of agriculture in the state, to implement AS 3 8 .05.069, 
as follows:

11 AAC 6 7 . 1 8 6  is adopted as a new section in which the procedure to 

be followed by agricultural interest holders who desire to combine 

their tracts with other tracts held by agricultural interest holders 

is outlined. The section applies when an approved development plan 
must be amended to accomodate the combination of agricultural parcels. 

The section contains the procedure the department must follow in 

determining whether the proposed combination is necessary to protect 

or further the public interest.

Notice is also given that any person interested may present wrn'tten 

statements or arguments relevant to the proposed action by writing 

to the Department of Natural Resources, Office of the Commissioner, 

Pouch 7-005, Anchorage, Alaska 99510, so that they are received no 
later than 4:30 p.m. on May 8 , 1985.

This action is not expected to require an increased appropriation.

Copies of the proposed regulation may be obtained by writing to the 

above address or by calling either the Anchorage or Juneau Office of 

the Commissioner at 265-^131 in Anchorage or ^65“2400 in Juneau.

The Department of Natural Resources, upon its own motion or at the 

instance of any interested person, may, after the deadline stated 

above, adopt proposals within the scope of this notice without further 

notice or may decide to take no action on them.
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11 AAC 67 is amended by adding.a new section to read:

11 AAC 67.186. COMBINING AGRICULTURAL PARCELS, (a) A person 

who has obtained a parcel of land that is part of an agricultural 

development project may combine that parcel with a parcel or parcels 

held by another for the more efficient and economic development of 

agriculture within the state. This section applies only when an 

approved development plan must be amended to accomodate the 

combination of agricultural parcels.

(b) In combining parcels, there is no limitation on the maximum 
size of the resulting parcel, although the resulting parcel may 

contain only one farmstead of no more than 2 0  acres.

(c) In deciding whether to allow a combination of parcels, the 

commissioner will make a written finding that the change does^not 

constitute a material amendment from the original development contract 

and is necessary to protect or further the public interest. . In 

determining whether the change is material and will protect or further 

the public interest, the commissioner will consider:

( 1 ) the legitimacy of the reasons for the change;

(2 ) whether the reasons for the change were unforeseen 

at the time the contract was made;

(3) the timing of the change;

(4) whether the contract contains clauses authorizing 

modifications; and

(5) the extent or the chance, relative to the original

contract.

(d) The commissioner may, with the consent of the holders of 

parcels involved in the proposed combination, establish or change any 

existing development requirements of the parcel holders.

(e) The commissioner will require the ho'ders of parcels 

involved in the proposed combination to enter into an agreement which 

replaces or supercedes the approved development requirements of the 

individual parcel holders. The new agreement will be made in a form 

prescribed by the commissioner and is subject to approval by the 

commi ss i oner.

(f) The commissioner will give public not'ce of an application 

for a combination of agricultural parcels which will include the 

following safeguards of the public interest:
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(1) a statement explaining the nature of the approval 

sought;

(2) a statement indicating where copies of the application 
may be obtained or viewed;

(3) the written finding, or a summary of the written 

finding, required by (c) of this section;

(4) an opportunity for public hearing on the proposed 

combination, at the written request of 25 interested individuals; and

(5) a statement that any person may file written comments 

on the application within 30 days after publication of the notice.

(g) An application for a combination of agricultural parcels 

will designate a single-entity owner responsible for meeting the 

contractual obligations of the proposed new parcel. The single-entity 

owner must be an interest-holder in the proposed new parcel. (Eff. / 
/85, Register )

Authority: AS 38.05.020

AS 38.05.035 

AS 38.05.069



•;) ! i'r\ I! -  ' M  ’

D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S

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

F e b r u a r y  19, 1986

BILL SHEFFIELD, GOVERNOR

POUCHM
JUNEAU, ALASKA 99811 
PHONE: 907-465-2400

v. .}r»
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The H o n o r a b l e  A r l i s s  S t u r g u l e w s k i  
Chair, S e n a t e  R e s o u r c e s  C o m m i t t e e  
P.O. B o x  V  
J u n e a u ,  A K  99811

D e a r  S e n a t ^ j L / J ^ u r g u l e w s k i :

As y o u  m a y  recall, at  t h e  t i m e  o f  t h e  S e n a t e  R e s o u r c e s  
C o m m i t t e e  h e a r i n g  o n  SB 155 l a s t  s e s s i o n ,  I b e l i e v e d  t h a t  
the D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  c o u l d  a m e n d  a g r i c u l t u r a l  
c o n t r a c t s  and, a m o n g  o t h e r  t h i n g s ,  a l l o w  t h e  c o m b i n i n g  and 
s p l i t t i n g  of a g r i c u l t u r a l  p a r c e l s .  B e c a u s e  I w i s h e d  to 
e n s u r e  t h a t  p r o p o s e d  c o n t r a c t  c h a n g e s  w e r e  in the p u b l i c  
interest, r e g u l a t i o n s  t h a t  s p e c i f i e d  c o n d i t i o n s  to b e  m e t  
b e f o r e  c h a n g e s  c o u l d  b e  a p p r o v e d  w e r e  d r a f t e d .

D u r i n g  t h e  D e p a r t m e n t  o f  L a w  r e v i e w  o f  t h e  d r a f t  r e g u l a t i o n s  
it w a s  d e t e r m i n e d  t h a t  c o m b i n i n g  or  s p l i t t i n g  a g r i c u l t u r a l  
p a r c e l s  w o u l d ,  in m o s t  c a s e s ,  v i o l a t e  A S  3 8 . 0 5 . 0 2 0 ( b ) (7) if 
the a c t i o n  r e q u i r e d  a m e n d i n g  an a g r i c u l t u r a l  l a n d  c o n t r a c t .  
T i t l e  38 c u r r e n t l y  a l l o w s  m e  to m o d i f y  an a g r i c u l t u r a l  
la n d  c o n t r a c t  o n l y  if t h e  l a n d  is i n a c c e s s i b l e  by r o a d  a n d  
t h e  d e v e l o p m e n t  r e q u i r e m e n t s  a r e  u n e c o n o m i c  (see a t t a c h e d  
A . G . ' s  o p i n i o n  a n d  l e t t e r ) .

I b e l i e v e  the D e p a r t m e n t  s h o u l d  h a v e  the f l e x i b i l i t y  to 
a m e n d  an  a g r i c u l t u r a l  l a n d  c o n t r a c t  if it w i l l  b e n e f i t  t h e  
p u b l i c  a n d  f u r t h e r  t h e  d e v e l o p m e n t  o f  a g r i c u l t u r e  in A l a s k a .  
As  a m e n d e d  la s t  s e s s i o n ,  SB  155 w o u l d  a l l o w  m e  the 
f l e x i b i l i t y  to c o m b i n e  o r  s p l i t  a g r i c u l t u r a l  p a r c e l s  w h e n  
c e r t a i n  c o n d i t i o n s  h a v e  b e e n  me t .  W h i l e  I h a v e  no 
o b j e c t i o n s  to th i s  l e g i s l a t i o n ,  I w o u l d  l i k e  to p o i n t  o u t  
a n  a r e a  w h e r e  w o r d i n g  c h a n g e s  w o u l d  m a k e  t h e  p r o p o s e d  b i l l  
m o r e  c o m p a t i b l e  w i t h  c u r r e n t  a g r i c u l t u r a l  p o l i c i e s .

A s  w r i t t e n ,  SB 155 w o u l d  a l l o w  a p u r c h a s e r  o f  a g r i c u l t u r a l  
l a n d  to s p l i t  t h e  p a r c e l  as s o o n  as t h e  l a n d  c o n t r a c t  is 
signed. O u r  p r e s e n t  a g r i c u l t u r a l  p o l i c i e s  g e n e r a l l y  a l l o w  a 
p a r c e l  to b e  s u b d i v i d e d  o n l y  a f t e r  t h e  f a r m  d e v e l o p m e n t  
s c h e d u l e  h a s  b e e n  m e t  a n d  the l a n d  h a s  b e e n  c o n v e y e d  to the 
p u r c h a s e r .
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The Honorable Arliss Sturgulewski -2- February 19, 1986

T h e  f o l l o w i n g  c h a n g e s  to  p a g e  1, l i n e  16 w o u l d  b r i n g  S B  155 
m o r e  in line w i t h  o u r  p o l i c i e s :

(b) [If a p a r c e l  is] O n i y  c o n v e y e d  l a n d  m a y  b e  s p l i t  u n d e r  
th i s  s e c t i o n ,  and n o  m o r e  t h a n  o n e  . . .

I a p p r e c i a t e  y o u r  c o n t i n u e d  i n t e r e s t  in t h e  d e v e l o p m e n t  of 
a g r i c u l t u r e  in A l a s k a .  If I m a y  p r o v i d e  y o u  w i t h  a d d i t i o n a l  
i n f o r m a t i o n  a b o u t  th i s  m a t t e r ,  p l e a s e  l e t  me  know.

S i n c e r e l y ,

E s t h e r  C. W u n n i c k e  
C o m m i s s i o n e r

A t t a c h m e n t s



July 25, 1985

Messrs Charles J .  Cange, Evander C. Smith,
Gary L. Strombe~g, and Milburn E. Tucker 

P.O. Box 4-647 
Anchorage, AK 99509

Gentlemen:

E ar l ie r  t h i s  year you requested th a t  the Department allow the 
consolidation of your individual Point MacKenzie ag r icu l tu ra l  parcels 
into  one large parcel ,  and approve changes in your individual 
development contracts to accommodate the consolidation into one large 
da iry  farm.

The Attorney General has informed me tha t  the lew precludes my 
approving your requests.  Under AS 38.05.020(b) (7 ) ,  I may approve 
changes in the requirements of an ag r icu l tu ra l  land development 
contrac t  only i f  the land is  inaccessib le  by road and the required 
development i s ,  for cer ta in  reasons, uneconomic. Since your parcels 
are access ible  by road you do not meet these requirements.

As you know, I believe the Department should have the f l e x i b i l i t y  to 
amend agr icu l tu ra l  land contracts  i f  i t  would benef i t  the public and 
promote the development of agr icu l tu re  in Alaska. I have sent  a copy 
of Mr. Reeves July 16 l e t t e r  to the Attorney General for 
considera tion .  Please l e t  me know i f  you have additional questions.

Sincerely ,

Commissioner

cc: The Honorable Bill Sheff ie ld ,  Governor
Senator Arliss  Sturgulewski 
James K. Barnett,  Deputy Commissioner 
Bill  Heim, Director, Division of Agriculture 
Tom Hawkins, Director,  L&WM
Francis Neville, Assis tant  Attorney General, Dept, of Law 
Jim Reeves, Bogle & Gates
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M E M O R A N D U M  f a t e  o f  A l a s k a  .>
w S S K s e s o M w -

TO:

F R O M :

By:

Honorable B i l l  S h ef f ie ld -
Governor
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Norman C. C trsuch  
A ttorney General

G. Thc^mas^^oesCd]
A s s i s t a n t  A t to rn ey  General 
Department o f  Law

T E L E P H O N E  N O :

S U B J E C T :

June 27, 1985

465-3600

Combining P o in t  
MacKenzie a g r i c u l t ­
u r a l  p a r c e l s

You asked me to  look in to  a s i t u a t i o n  a t  P o in t  
MacKenzie where fo u r  i n d i v i d u a l s ,  r e p re s e n te d  by H r.  Joe  Canje,  
a p p a re n t ly  d e s i re - " to  combine a g r i c u l t u r a l  p a r c e l s  and use  one 
a l r e a d y - c o n s t r u c t e d  d a i r y  f a c i l i t y  to  serve  a l l  f o u r  p a r c e l s .  
L e g i s l a t i o n  a p p a re n t ly  was in t ro d u ce d  to  a u th o r i z e  t h a t  p r o c e ­
dure;  u n f o r tu n a te l y ,  th e  l e g i s l a t u r e  adjourned w i th o u t  ta k in g  
f i n a l  a c t i o n  on th e  b i l l .  Subsequent ly ,  Mr. Canje and h i s  a s s o ­
c i a t e s  apparen t ly  were l e d  to  b e l i e v e  t h a t  c e r t a i n  s t e p s  could  be 
taken  a d m i n i s t r a t i v e l y  to  perm it  them to  fo l low t h a t  course  of  
a c t i o n ;  however, i t  su b seq u en t ly  was determined by th e  A t to rn ey  
G e n e ra l ' s  o f f i c e  t h a t  t h i s  could  no t  be done.

In accordance w i th  your r e q u e s t ,  I  d i s c u s s e d  t h i s  m a t­
t e r  w i th  a t to rn e y s  i n  b o th  our Anchorage and Juneau o f f i c e s .  I t  
i s  the  consensus view o f  t h i s  department t h a t  the law, as i t  c u r ­
r e n t l y  e x i s t s ,  p r e c lu d e s  Mr. Canje and h i s  a s s o c i a t e s  from f o l ­
lowing the  course o f  a c t i o n  they d e s i r e .

Under 11 AAC 6 7 .1 8 5 (a ) ,  a farm development p la n  may be 
r e q u i r e d  as p a r t  o f  th e  s a l e  c o n t r a c t  f o r  an a g r i c u l t u r a l  p a r c e l .  
Our unders tand ing  i s  t h a t  a l l  of  the  P o in t  MacKenzie d a i ry  farm 
development p lans in c lu d e  the requ irem en t  t h a t  the  cows be milked 
in  an approved d a i r y  f a c i l i t y  on the  p a r c e l  which - is  the  s u b je c t  
o f  the  c o n t r a c t .  Under 11 AAC 6 7 .1 8 5 (a ) ,  i t  i s  a r eq u irem en t  o f  
the  s a l e  c o n t ra c t  under  which Mr. C a n je ' s  a s s o c i a t e s  r e c e iv e d  th e  
p a r c e l s .

In t h i s  c i rc u m s ta n c e ,  the  commissioner o f  N a tu ra l  Re­
sources  has no l e g a l  a u t h o r i t y  to  modify th a t  c o n t r a c t u a l  r e ­
qu irem ent.  Under x\S 3 8 .0 5 .0 2 0 ( b ) ( 7 ) ,  the  commissioner may 
"waive, postpone, o r  o th e rw ise  modify the  development r e q u i r e ­
ments o f  a c o n t r a c t  f o r  the  s a l e  o f  a g r i c u l t u r a l  land"  only  i f  
two co n d i t io n s  a re  s a t i s f i e d :

(A) the  land  i s  i n a c c e s s ib l e  by ro ad ;  and

(B) t r a n s p o r t a t i o n ,  marke ting ,  and d ev e lo p ­
ment c o s t s  r e n d e r  the r e q u i r e d  development unecon-
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(Emphasis added.)  As we unders tand  i t ,  tha  p a r c e l s  involved  a re  
a c c e s s i b l e  by ro a d .  A ccord ing ly ,  one o f  the  two c o n d i t io n s  whic’n 
must be met b e fo re  th e  commissioner may modify th e  c o n t r a c t s  i s  
n o t  s a t i s f i e d ,  and t h e r e  i s  no l e g a l  a u t h o r i t y  under which the  
commissioner may waive o r  o th e rw ise  modify the requ irem en t  t h a t  
the  cows be milked in  an approved d a i ry  f a c i l i t y  on each p a r c e l .  
T h is ,  in  tu rn ,  p r e c lu d e s  the  use  o f  an a l r e a d y - c o n s t r u c t e d  d a i ry  
f a c i l i t y  se rv ing  to  s a t i s f y  the  requ irem ent  f o r  fo u r  s e p a ra te  
p a r c e l s .

I t  i s  my u n d e rs tan d in g  t h a t  Mr. Canje and h i s  a s s o c i ­
a t e s  now have r e t a i n e d  l e g a l  counse l  in  Anchorage (Mr. James N 
Reeves, a former A s s i s t a n t  A t to rney  General)  who a l re a d y  has been 
in  c o n ta c t  w ith  a t t o r n e y s  in  our Anchorage o f f i c e  r eg a rd in g  t h i s  
m a t t e r .  We c e r t a i n l y  w i l l  c o n s id e r  any o the r  l e g a l  a n a ly s i s  he 
might b r in g  to ou r  a t t e n t i o n .  However, a t  t h i s  t im e ,  none of  the  
a t t o rn e y s  in  t h i s  depar tm ent  who have reviewed th e  m a t te r  see any 
b a s i s  f o r  a d i f f e r e n t  co n c lu s io n .

We no te  t h a t  some c r e a t i v e  s o lu t io n s  have been employed 
to  s a t i s f y  the r e q u i r e m e n t  t h a t  an approved d a i r y  f a c i l i t y  be 
used to  milk the  cows on each a g r i c u l t u r a l  p a r c e l  in  the  P o in t  
MacKenzie a rea .  In  a t  l e a s t  one i n s t a n c e ,  a ba rn  was b u i l t  
s t r a d d l i n g  the  p r o p e r t y  l i n e  between two a d ja c e n t  p a r c e l s ,  w i th  
p a r t  o f  the barn  on one p a r c e l  and the  o th e r  p a r t  on the  o th e r  
p a r c e l .  A second s u g g e s t io n ,  perhaps f a c e t io u s  b u t  perhaps n o t ,  
has been to put a b a rn  on wheels  and move i t  from p a r c e l  to p a r ­
c e l  in  a manner s i m i l a r  to  th e  rumored procedure  used w i th  r e ­
sp e c t  ' to  prove-up ca b in s  f o r  homestead purposes  e a r l i e r  in  
A la s k a ' s  h i s t o r y .  While we have n o t  determined whether  t h i s  
would s a t i s f y  th e  development p lan  requ irem ent ,  we p o in t  i t  out 
merely to  suggest  t h a t  c r e a t i v e  s o lu t i o n s  may be p o s s i b l e  and, i f  
proposed ,  w i l l  be c o n s id e red .

In summary, however, i t  remains our view t h a t  t h e re  i s  1 
no l e g a l  a d m i n i s t r a t i v e  mechanism by which the development p lan  
requ irem ent  t h a t  P o in t  MacKenzie cows be milked in  an approved 
d a i ry  f a c i l i t y  on each p a r c e l  may be waived. The s o l u t i o n ,  as we 
view i t ,  i s  a l e g i s l a t i v e  amendment. However, you should  be 
aware t h a t  o th e r  i n d i v i d u a l s  w i th  a g r i c u l t u r a l  p a r c e l s  in  the  
P o in t  MacKenzie a r e a ,  p a r t i c u l a r l y  those  who a l r e a d y  have con­
s t r u c t e d  an approved d a i r y  f a c i l i t y  on t h e i r  p a r c e l s ,  may o b je c t  
to the l e g i s l a t u r e  a u t h o r i z in g  the commissioner to  r e l a x  the  de ­
velopment r eq u i rem en t .  On the  o th e r  hand, i f  th e  c u r r e n t  r e ­
quirements  ( p a r t i c u l a r l y  w i th  r e s p e c t  to  p a rc e l  s i z e  and the  de­
velopment requ irem en ts  imposed on each such p a r c e l )  make the  en ­
t i r e  P o in t  MacKenzie d a i r y  o p e ra t io n  uneconomic, p e rh ap r an o v e r ­
a l l  review of  the  e n t i r e  s i t u a t i o n  by the  l e g i s l a t u r e  and appro­
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p r i a t e  l e g i s l a t i o n  a u t h o r i z in g  the  commissioner to take a p p r o p r i ­
a t e  a c t i o n  would b e n e f i t  th e  e n t i r e  program.

I f  we can answer any f u r t h e r  q u e s t io n s ,  p le a s e  c o n ta c t  
us a t  your convenience.

GTK:dim

cc: E s th e r  C. Wunnicke
Commissioner
Department of  N a tu ra l  Resources

Ronald W. Lorensen 
Deputy A tto rney  General

F ra n c is  N ev i l le  
A s s i s t a n t  A tto rney  General

James N. Reeves, Esq.
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1 IN  T H E  S E N A T E  B Y  K E R T T’JLA

2 S P O N S O R  S U B S T I T U T E  F O R  S E N A T E  B I L L  NO. 155

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A

4 F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

5 A  B I L L

6 F o r  an  A ct e n t i t l e d :  " A n  A c t  r e l a t i n g  to the p a r t i t i o n  of  a g r i c u l t u r a l

7 p a r c e l s . "

8 B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  ALASKA:

9 * S e c t i o n  1. AS 38.05 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

10 Sec. 3 8 . 0 5 . 0 6 4 .  P A R T I T I O N  O F  A G R I C U L T U R A L  P A R C E L S .  (a) T he

11 c o m m i s s i o n e r  m a y  a l l o w  a p e r s o n  w h o  ha s  p u r c h a s e d  a n d  r e c e i v e d  a

12 p a t e n t  to a p a r c e l  of a g r i c u l t u r a l  l a n d  that is p a r t  of an

13 a g r i c u l t u r a l  d e v e l o p m e n t  p r o j e c t  to p a r t i t i o n  the p a r c e l  b y  s e l l i n g

14 p o r t i o n s  of  the parcel.

15 (b) If a p a r c e l  is p a r t i t i o n e d  u n d e r  this s e c tion, no m o r e  t h a n

16 one f a r m s t e a d  m a y  be m a i n t a i n e d  fo r  e a c h  6 4 0 - a c r e  p a r c e l  r e s u l t i n g

17 fro m  the p a r t i t i o n .  A  f a r m s t e a d  m a y  n ot e x c e e d  20 acres.

18 (c) T he c o m m i s s i o n e r  m a y  n o t  a l l o w  a p a r c e l  to be p a r t i t i o n e d

19 u n d e r  this s e c t i o n  u n l e s s

20 (1) the c o m m i s s i o n e r  m a k e s  a w r i t t e n  f i n d i n g  that the

21 p r o p o s e d  p a r t i t i o n  is n e c e s s a r y  to p r o m o t e  the p u b l i c  i n t e r e s t ;  in

22 m a k i n g  this d e t e r m i n a t i o n  the c o m m i s s i o n e r  s h a l l  c o n s i d e r  whethi r the

23 p a r t i t i o n  w i l l  e n c o u r a g e  d e v e l o p m e n t  of the s t a t e ' s  a g r i c u l t u r a l

24 r e s o u r c e s ,  p r e v e n t  e c o n o m i c  wast e ,  a n d  p r o t e c t  all i n t e r e s t e d  p a r t i e s

25 i n c l u d i n g  t he state;

26 (2) for e a c h  p a r c e l  r e s u l t i n g  f r o m  a p a r t i t i o n  u n d e r  this

27 section, a n  a g r i c u l t u r a l  d e v e l o p m e n t  a g r e e m e n t  is e n t e r e d  into w i t h

28 the s t ate a n d  a p p r o v e d  by the c o m m i s s i o n e r ;

29 (3) the a p p l i c a t i o n  f o r  the p a r t i t i o n  of p a r c e l s  d e s i g n a t e s
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1 an o p e r a t o r  f or e a c h  of the p r o p o s e d  r e s u l t i n g  parce l s ;

2 (4) the c o m m i s s i o n e r  p r o v i d e s  pu! lie n o t i c e  of a nd an

3 o p p o r t u n i t y  f or a h e a r i n g  a nd w r i t t e n  c o m m e n t  r e g a r d i n g  a p r o p o s e d

4 p a r t i t i o n ;  an d

5 (5) the c o m m i s s i o n e r  m a k e s  a v a i l a b l e  to the p u b l i c  a w r i t -

6 t e n  e x p l a n a t i o n  of the p r o p o s e d  p a r t i t i o n ,  i n f o r m a t i o n  on  h o w  to

7 o b t a i n  a c o p y  of the a p p l i c a t i o n  for the p r o p o s e d  p a r t i t i o n ,  a nd the

8 p r o p o s e d  a g r i c u l t u r a l  d e v e l o p m e n t  a g r e ements.

9 (d) T h e  c o m m i s s i o n e r  m a y  a d opt r e g u l a t i o n s  to i m p l e m e n t  this

10 s e c tion.
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D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S

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

F e b r u a r y  19, 1986

BILL SHEFFIELD, GOVERNOR

POUCHM
JUNEAU, ALASKA 99811 
PHONE. 907-465-2400

T h e  H o n o r a b l e  A r l i s s  S t u r g u l e w s k i  
C h a i r ,  S e n a t e  R e s o u r c e s  C o m m i t t e e  
P.O. B o x  V  
J u n e a u ,  A K  99811

D e a r  S e n a t ^ L / « i ^ u r g u l e w s k i :

A s  y o u  m a y  r e c a l l ,  at t h e  t i m e  o f  t h e  S e n a t e  R e s o u r c e s  
C o m m i t t e e  h e a r i n g  o n  S B  155 l a s t  s e s s i o n ,  I b e l i e v e d  t h a t  
the D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  c o u l d  a m e n d  a g r i c u l t u r a l  
c o n t r a c t s  and, a m o n g  o t h e r  t h i n g s ,  a l l o w  t h e  c o m b i n i n g  a n d  
s p l i t t i n g  o f  a g r i c u l t u r a l  p a r c e l s .  B e c a u s e  I w i s h e d  to 
e n s u r e  t h a t  p r o p o s e d  c o n t r a c t  c h a n g e s  w e r e  in t h e  p u b l i c  
i n t e r e s t ,  r e g u l a t i o n s  t h a t  s p e c i f i e d  c o n d i t i o n s  t o  b e  m e t  
b e f o r e  c h a n g e s  c o u l d  b e  a p p r o v e d  w e r e  d r a f t e d .

D u r i n g  the D e p a r t m e n t  o f  I.aw r e v i e w  o f  the d r a f t  r e g u l a t i o n s  
it w a s  d e t e r m i n e d  t h a t  c o m b i n i n g  or s p l i t t i n g  a g r i c u l t u r a l  
p a r c e l s  w o u l d ,  in m o s t  c a s e s ,  v i o l a t e  A S  3 8 . 0 5 . 0 2 0 ( b ) ( 7 )  if 
t h e  a c t i o n  r e q u i r e d  a m e n d i n g  an  a g r i c u l t u r a l  l a n d  c o n t r a c t .  
T i t l e  38 c u r r e n t l y  a l l o w s  me  t o  m o d i f y  an  a g r i c u l t u r a l  
l a n d  c o n t r a c t  o n l y  if t h e  l a n d  is i n a c c e s s i b l e  b y  r o a d  a n d  
t he d e v e l o p m e n t  r e q u i r e m e n t s  a r e  u n e c o n o m i c  (see a t t a c h e d  
A . G . ' s  o p i n i o n  a n d  l e t t e r ) .

I b e l i e v e  the D e p a r t m e n t  s h o u l d  h a v e  the f l e x i b i l i t y  to 
a m e n d  an  a g r i c u l t u r a l  l a n d  c o n t r a c t  if it w i l l  b e n e f i t  the 
p u b l i c  a n d  f u r t h e r  t h e  d e v e l o p m e n t  o f  a g r i c u l t u r e  in A l a s k a .  
A s  a m e n d e d  last s e s s i o n ,  S B  155 w o u l d  a l l o w  m e  the 
f l e x i b i l i t y  to c o m b i n e  or  s p l i t  a g r i c u l t u r a l  p a r c e l s  w h e n  
c e r t a i n  c o n d i t i o n s  h a v e  b e e n  met. W h i l e  I h a v e  no 
o b j e c t i o n s  to th i s  l e g i s l a t i o n ,  I w o u l d  l i k e  t o  p o i n t  o u t  
a n  a r e a  w h e r e  w o r d i n g  c h a n g e s  w o u l d  m a k e  t h e  p r o p o s e d  b i l l  
m o r e  c o m p a t i b l e  w i t h  c u r r e n t  a g r i c u l t u r a l  p o l i c i e s .

A s  w r i t t e n ,  SB 155 w o u l d  a l l o w  a p u r c h a s e r  o f  a g r i c u l t u r a l  
l a n d  to s p l i t  t h e  p a r c e l  as s o o n  as t h e  l a n d  c o n t r a c t  is 
s i g ned. O u r  p r e s e n t  a g r i c u l t u r a l  p o l i c i e s  g e n e r a l l y  a l l o w  a 
p a r c e l  to b e  s u b d i v i d e d  o n l y  a f t e r  t h e  f a r m  d e v e l o p m e n t  
s c h e d u l e  has b e e n  m e t  a n d  the l a n d  h a s  b e e n  c o n v e y e d  to the 
p u r c h a s e r .

1 0 - J 9 L H



The Honorable Arliss Sturgulewski -2- February 19, 1986

T h e  f o l l o w i n g  c h a n g e s  to p a g e  1, li n e  16 w o u l d  b r i n g  SB 155 
m o r e  in line w i t h  o u r  p o l i c i e s :

(b) [If a p a r c e l  is] O n l y  c o n v e y e d  la n d  m a y  b e  s p l i t  u n d e r  
t h i s  s e ction, and n o  m o r e  t h a n  o n e  . . .

I a p p r e c i a t e  y o u r  c o n t i n u e d  i n t e r e s t  in the d e v e l o p m e n t  of 
a g r i c u l t u r e  in A l a s k a .  If I m a y  p r o v i d e  y o u  w i t h  a d d i t i o n a l  
i n f o r m a t i o n  a b o u t  th i s  m a t t e r ,  p l e a s e  let m e  know.

S i n c e r e l y ,

' E s t h e r  C. W u n n i c k e  
C o m m i s s i o n e r

A t t a c h m e n t s
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POUCH 7-COS 

ANCHORAGE, AK 99510 

PHONE: (907) 270-2653

BILL SHEFFIELD, GOVERNOR

July 25, 1985

Messrs Charles J .  Cange, Evander C. Smith,
Gary L. Stromberg, and Mil burn E. Tucker 

P.O. Eox 4-647 
Anchorage, AK 99509

Gentlemen:

E ar l ie r  th is  year you requested th a t  the Department allow the 
consolidation of your individual Point MacKenzie agr icu l tu ra l  parcels 
into one large parcel ,  and approve changes in your individual 
development contracts  to accommodate the consolidation into one large 
dairy farm.

The Attorney General has informed me th a t  the law precludes my 
approving your requests . Under AS 38.05.020(b) (7 ) ,  I may approve 
changes in the requirements of an ag r icu l tu ra l  land development 
contract  only i f  the land is inaccessib le  by road and the required 
development i s ,  for cer ta in  reasons, uneconomic. Since your parcels 
are accessible  by road you do not meet these requirements.

As you know, I believe the Department should have the f l e x i b i l i t y  to 
amend ag r icu l tu ra l  land contracts  i f  i t  would benef i t  the public and 
promote the development of ag r icu l tu re  in Alaska. I have sent  a copy 
of Mr. Reeves July 16 l e t t e r  to the Attorney General for 
consideration.  Please l e t  me know i f  you have additional  questions.

S incere ly ,

t s t n e r  t .  wunmcxe 
Commiss ioner

cc: The Honorable Bill  Sheff ie ld ,  Governor
Senator Arliss  Sturgulewski 
James K. Barnett,  Deputy Commissioner 
Bill Heim, Director, Division of Agriculture 
Tom Hawkins, Director ,  L&WM
Francis Neville,  Assis tant  Attorney General, Dept, of Law 
Jim Reeves, Bogle & Gates
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By:

M E M O R A N D U M  D0̂ TM0jJ, A l a s k a
•. r i l » « 3 '1UW,t“

Honorable B i l l  Sheffield-. .,,  ^ \93&ate:
Governor

„  c o « » ® g rffiE
Norman C. Gorsuch 
A ttorney  General

G ^ T h c ^ m a s  ^ o e s t  
A s s i s t a n t  A ttorney General 
Department of  Law

T E L E P H O N E  N O :

S U B J E C T :

June 27, 1985

465-3600

Combining P o in t  
MacKenzie a g r i c u l t ­
u r a l  p a r c e l s

You asked me to  look in to  a s i t u a t i o n  a t  Po in t  
MacKenzie where fou r  i n d iv i d u a l s ,  r e p r e s e n te d  by Mr. Joe Canje, 
ap p a re n t ly  d e s i re - " to  combine a g r i c u l t u r a l  p a r c e l s  and use  one 
a l r e a d y - c o n s t r u c t e d  d a i ry  f a c i l i t y  to  se rve  a l l  fo u r  p a r c e l s .  
L e g i s l a t i o n  a p p a re n t ly  was in t ro d u ced  to  a u th o r i z e  t h a t  p ro ce ­
dure; u n f o r tu n a te ly ,  the  l e g i s l a t u r e  ad journed  w ithou t  tak ing  
f i n a l  a c t io n  on the  b i l l .  Subsequently ,  Mr. Canje and h i s  a s s o ­
c i a t e s  a p p a re n t ly  were le d  to  b e l i e v e  t h a t  c e r t a i n  s tep s  could be 
taken a d m in i s t r a t i v e l y  to  perm it  them to  fo l low  t h a t  course  of  
a c t i o n ;  however, i t  subsequen t ly  was determined by the  A tto rney  
G e n e ra l ' s  o f f i c e  t h a t  t h i s  could  no t  be done.

In  accordance w i th  your r e q u e s t ,  I  d i sc u sse d  t h i s  mat­
t e r  w i th  a t to rn e y s  i n  bo th  our Anchorage and Juneau o f f i c e s .  I t  
i s  th e  consensus view of  t h i s  department t h a t  the  law, as i t  c u r ­
r e n t l y  e x i s t s ,  p rec ludes  Mr. Canje aud h i s  a s s o c i a t e s  from f o l ­
lowing the  course o f  a c t io n  they  d e s i r e .

- Under 11 AAC 6 7 .1 8 5 (a ) ,  a farm development p lan  may be 
r e q u i r e d  as p a r t  of  the  s a l e  c o n t r a c t  f o r  an a g r i c u l t u r a l  p a r c e l .  
Our unders tand ing  i s  t h a t  a l l  o f  the  P o in t  MacKenzie d a i ry  farm 
development p lans  inc lude  the  requ irem ent  t h a t  the  cows be milked 
in  an approved d a i ry  f a c i l i t y  on the  p a r c e l  which -is the  s u b je c t  
o f  the  c o n t r a c t .  Under 11 AAC 6 7 .185 (a ) ,  i t  i s  a requ irem ent  of  
the  s a l e  c o n t r a c t  under which Mr. C a n je 's  a s s o c i a t e s  r e c e iv e d  the 
p a r c e l s .

In  t h i s  c i rcum stance ,  the  commissioner o f  N a tu ra l  Re­
sources  has no l e g a l  a u t h o r i t y  to  modify t h a t  c o n t r a c t u a l  r e ­
quirement.  Under AS 3 8 .0 5 .0 2 0 (b ) (7 ) ,  th e  commissioner may 
"waive, postpone,  or  o the rw ise  modify the  development r e q u i r e ­
ments of  a c o n t r a c t  f o r  the  s a l e  of  a g r i c u l t u r a l  land" only i f  
two co n d i t io n s  a re  s a t i s f i e d :

(A) the  land i s  in a c c e s s ib l e  by road; and

(B) t r a n s p o r t a t i o n ,  m arke ting ,  and develop­
ment co s ts  render  the r e q u i r e d  development unecon­
omic.
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(Emphasis added.)  As we u nders tand  i t ,  the  p a r c e l s  involved are  
a c c e s s i b l e  by road.  A ccord ing ly ,  one o f  the  two co n d i t io n s  which 
must be met b e fo re  the  commissioner may modify the  c o n t r a c t s  i s  
n o t  s a t i s f i e d ,  and th e r e  i s  no l e g a l  a u t h o r i t y  under which the 
commissioner may waive or  o th e rw ise  modify the  requirement th a t  
th e  cows be milked in  an approved d a i ry  f a c i l i t y  on each p a r c e l .  
T h is ,  in  t u r n ,  p rec ludes  th e  use  o f  an a l r e a d y - c o n s t r u c t e d  da i ry  
r a c i l i t y  se rv in g  to  s a t i s f y  the  requirem ent f o r  fou r  s e p a ra te  
p a r c e l s .

I t  i s  my u n d ers tand ing  t h a t  Mr. Canje and h i s  a s s o c i ­
a t e s  now have r e t a i n e d  l e g a l  counsel  in  Anchorage (Mr. James N. 
Reeves,  a former A s s i s t a n t  A t to rney  General)  who a l ready  has been 
in  c o n ta c t  w i th  a t to rn e y s  i n  our Anchorage o f f i c e  rega rd ing  t h i s  
m a t t e r .  We c e r t a i n l y  w i l l  co n s id e r  any o th e r  l e g a l  a n a ly s i s  he 
might b r in g  to  our a t t e n t i o n .  However, a t  t h i s  t ime, none of  the 
a t t o rn e y s  i n  t h i s  department who have reviewed the  m a t te r  see any 
b a s i s  f o r  a d i f f e r e n t  co nc lu s ion .

We no te  t h a t  some c r e a t i v e  s o lu t io n s  have been employed 
to  s a t i s f y  the  requirem ent  t h a t  an approved d a i ry  f a c i l i t y  be 
used to  milk  the  cows on each a g r i c u l t u r a l  p a r c e l  in  the  Po in t  
MacKenzie a r e a .  In  a t  l e a s t  one i n s t a n c e ,  a barn  was bui?.t 
s t r a d d l i n g  the  p ro p e r ty  l i n e  between two a d jac e n t  p a r c e l s ,  with 
p a r t  o f  the  barn  on one p a r c e l  and the  o th e r  p a r t  on the  o th e r  
p a r c e l .  A second s u g g e s t io n ,  perhaps f a c e t io u s  bu t  perhaps no t ,  
has been to  pu t  a barn  on wheels and move i t  from p a rc e l  to p a r ­
c e l  i n  a manner s i m i l a r  to  the  rumored procedure  used w ith  r e ­
s p e c t  to  prove-up cabins  f o r  homestead purposes e a r l i e r  in  
A la s k a ' s  h i s t o r y .  While we have n o t  determined whether t h i s  
would s a t i s f y  the  development p lan  requ irem en t ,  we p o in t  i t  out 
merely  to  sugges t  t h a t  c r e a t i v e  s o lu t io n s  may be p o s s ib le  and, i f  
p roposed,  w i l l  be cons idered .

In summary, however, i t  remains our view t h a t  th e re  i s  
no l e g a l  a d m in i s t r a t i v e  mechanism by which the  development p lan  
requ irem en t  t h a t  P o in t  MacKenzie cows be milked in  an approved 
d a i ry  f a c i l i t y  on each p a r c e l  may be waived. The s o lu t io n ,  as we 
view i t ,  i s  a l e g i s l a t i v e  amendment. However, you should be 
aware t h a t  o th e r  i n d iv i d u a l s  w i th  a g r i c u l t u r a l  p a r c e l s  in  the 
P o in t  MacKenzie a r e a ,  p a r t i c u l a r l y  those  who a l re ad y  have con­
s t r u c t e d  an approved d a i ry  f a c i l i t y  on t h e i r  p a r c e l s ,  may o b je c t  
to  the l e g i s l a t u r e  a u th o r i z in g  the  commissioner to r e l a x  the de­
velopment requ irem en t .  On the  o th e r  hand, i f  the  c u r r e n t  r e ­
quirements  ( p a r t i c u l a r l y  w i th  r e s p e c t  to p a r c e l  s i z e  and the de­
velopment requ irem ents  imposed on each such p a rc e l )  make the en­
t i r e  P o in t  MacKenzie d a i ry  o p e ra t io n  uneconomic, perhaps an over ­
a l l  review o f  the e n t i r e  s i t u a t i o n  by the l e g i s l a t u r e  and appro-
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p r i a t e  l e g i s l a t i o n  a u th o r i z in g  the  commissioner to  take  a p p r o p r i ­
a t e  a c t i o n  would b e n e f i t  the  e n t i r e  program.

I f  we can answer any f u r t h e r  q u e s t io n s ,  p l e a s e  c o n ta c t
us a t  your convenience.

GTK:dim

cc: E ".her C. Wunnicke
Couimis s io n e r
Department o f  N a tu ra l  Resources

Ronald W. Lorensen 
Deputy A ttorney  General

F ran c is  N ev i l le  
A s s i s t a n t  A tto rney  General

James N. Reeves, Esq.
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H o n o r a b l e  A l b e r t  P .  Adams 
A l a s k a  S t a t e  L e o i s l a t u r e  
P o u c h  V (MS 3 1 0 ® )
J u n e a u ,  A l a s k a  9 9 6 1 1

Mr .  Adarns :

T h o s e  o f  u s  who a r e  i n v o l v e d  i n  A l a s k a n  a g r i c u l t u r e  r e a l i z e  t h a t  
t h e  D e l t a  and  P t .  Mac K e n z i e  p r o j e c t s  d o  n e e d  s om e  s o r t  o f  r e l i e f .  
H o w e v e r  t h e  r e a s o n s  f o r  t h e i r  o r o b l e m s  a p p e a r  t o  b e  n u i t e  d i f f e r e n t .

I  arn a D i s t r i c t  S u p e r v i s o r  i n  t h e  W a s i l l a  S o i l  a n d  W a t e r  C o n s e r ­
v a t i o n  D i s t r i c t .  T h e  P t .  Mac K e n z i e  p r o j e c t  i s  l o c a t e d  i n  t h e  W a s i l l a  
D i s t r i c t .  I  h a v e  a t t e n d e d  s e v e r a l  m e e t i n g s  r e g a r d i n g  t h e  c o n s o l i d a t i o n  
c o n c e p t ,  a s  i t  w o u l d  e f f e c t  t h e  p o i n t  Mac K e n z i e  p r o j e c t .  I t  w a s  w i t h  
a g r e a t  d e a l  o f  c o n c e r n  t h a t  I  a t t e n d e d  t h e  J a n u a r y  1 0 t h  f o r u m  s p o n ­
s o r e d  by  t h e  S t a t e  S o i l  a nd  W a t e r  C o n s e r v a t i o n  B o a r d  i n  P a lm e r . ,  A s  Mr .  
W e a v e r  p o i n t e d  o u t  a t  t h e  b e g i n n i n g  o f  t h e  J a n u a r y  1 0 t h  m ee t  i n n ,  t h o s e  
o f  u s  who a r e  i n v o l v e d  i n  t h e  C o n s e r v a t i o n  D i s t r i c t s  a r e  p r i m a r i l y  
i n t e r e s t e d  i n  o r e s e r v i n g  s o i l  a nd  w a t e r  p r o d u c t i o n  c a p a b i l i t i e s .  M o r e  
p a r t i c u l a r l y  we a r e  i n t e r e s t e d  i n  t h e  c o n s e r v a t i o n  a n d  p r e s e r v a t i o n  o f  
a g r i c u l t u r a l  s o i l s  f o r  f u t u r e  g e n e r a t i o n s  o f  A l a s k a n s .

I  am a c t i v e  i n  s e v e r a l  Aq.  o r i e n t e d  g r o u p s  h e r e  i n  t h e  M a t - S u e  
B o r o u g h .  I  h a v e  n o t  g o n e  t o  a n y  s o r t  o f  a g r i c u l t u r a l  m e e t i n g  o v e r  t h e  
o a s t  4  y e a r s  t h a t  Q u e s t i o n s ,  a s  t o  t h e  Y 'e a l  i n t e n t  o f  s ome  o f  t h e  
t r a c t  h o l d e r s ,  h a s  n o t  b e e n  r a i s e d .  Q u i t e  f r a n k l y  M r .  Adams t h e r e  i s  
a  v e r y  d e e p  c o n c e r n  i n  t h e  a g r i c u l t u r a l  c o m m u n i t y ,  a s  t o  t h e  t r u e  
o o a l s  o f  s ome  o f  t h e  P o i n t  Mac K e n z i e  P r o i e c t  t r a c t  h o l d e r s .  W h i l e  
t h i s  s i t u a t i o n  mav n o t  h a v e  t h e  s am e  p r i o r i t y  t o  o u r  u r b a n  
n e i g h b o r s  I  c a n  a s s u r e  y o u  t h a t  many o f  t h e m  a r e  a l s o  c o n c e r n e d .

As  I  u n d e r s t o o d  t h e  a g e n d a  f o r  t h a t  J a n u a r y  l ® t h  m ee t  i n n ,  i t  
w a s  s p e c i f i c a l l y  f o r  t h e  P t .  Mac K e n z i e  t r a c t  h o l d e r s  t o  a i r  
t h e r e  c o n c e r n s ,  and  e s p e c i a l l y  f o r  t h o s e  f a v o r i n g  c o n s o l i d a t i o n ,  
t o  p r e s e n t  t h e i r  r e a s o n s  f o r  w a n t i n g  t o  d o  s o .

T h e r e  w e r e  a l m o s t  1 ® .®0® a p p l i c a t i o n s  f o r  t h e  t r a c t s  i n  t n e  P t .
M K e n z i e  l o t t e r y .  T h e r e  p r o b a b l y  w e r e  a g a i n  t h a t  many  A l a s k a n s ,  t n a t  
a f t e r  p e n c i l i n g  o u t  t h e  e c o n o m i c s  o f  a n  i n v e s t m e n t  i n  t h i s  l o t t e r y ,  
d i d  n o t  p a r t i c i p a t e .  I  t h i n k  t h a t  t h e  S t a t e  i s  g o i n g  t o  p l a c e  i t s e l f  
i n  a v e r y  p r e c a r i o u s  p o s i t i o n  i f  i t  now r e t r o a c t i v e l y  c h a n g e s  t h e  
c o n d i t i o n s  o f  t h o s e  s a l e  c o n t r a c t s .  Many  o f  t h e  p e o p l e  t h a t  
P n r t i " c i o a t e d .  s t i l l  h a v e  a g r e a t  d e a l  o f  i n t e r e s t  i n  i t s  e v e n t u a l  j
o u t c o m e .

Th e r e  h a v e  b e e n  s e v e r a l  An.  s a l e s  o v e r  t h e  o a s t  t e n  y e a r s .
E a c h  o n e  was  r e s e a r c h e d .  p l a n n e d  and  c e s i o n e d  bv  n o t  o n l v  
A l a s k a n s  w i t h  a g r i c u l t u r a l  e x p e r t i s e  n u t  s ome  o f  t h e  m o s t  r e s p e c ­
t e d  n am e s  i n  U 3  a g r i c u l t u r e .  T h e s e  p r o j e c t s  w e r e  f o r m u l a t e d  t o  
d e l i v e r  a a u a l i t v  p r o d u c t  t o  A l a s k a n s  a n -  c o n t r i b u t e  t o  t h e  ' - e s c



of t h e  S t a t e  a g r i c u l t u r a l  industry. N o n e  o f  t h e s e  p r o j e c t s  h a v e  
been a l l o w e d  to to  t h e i r  p r o j e c t e d  c o m p l e t i o n  d a t e  w i t h o u t  
so m e  sort o f  m a j o r  a l t e r a t i o n .  C h a n g e s  that t o t a l l y  a l t e r  the 
c o n c e p t  and i n t e n t  o f  t h e  p r o j e c t  a r e  d e t r i m e n t a l  not o n l y  to 
that project, but t o  t h e  re s t  o f  t h e  S t a t e s  a g r i c u l t u r a l  industry.

K e e p i n g  in m i n d  t h a t  t h e  t e r m s  o f  t h e  each sa l e  w e r e  explicit.
T h e  f e u d - b a c k  f r o m  t h e  m o r e  k n o w l e d g e a b l e  and e x p e r i e n c e d  f a r m e r s  in 
the S t a t e  is that t h e y  s e r i o u s l y  Q u e s t i o n  t h e  eve n t u a l  g o a l s  o f  some 
o f  t h e  t r a c t  o w n e r s .  T h e r e  a r e  o u i t e  a n u m b e r  o f  i s s u e s  that are 
a u e s t i o n e d  but t h e y  s e e m  to n a r r o w  d o w n  t o  t h e s e  b a s i c  items.

1. ) M a n y  o f  t h e  p r e s e n t  t r a c t  h o l d e r s  a r e  not o r i g i n a l  l o t t e r y  
winners, but p u r c h a s e d  t r a c t s  a f t e r  t h e  sale.

£. ) Most p a r t i c i p a n t s  in t h e  Pt. M a c  K e n z i e  l o t t e r y  a g r e e  that the 
e c o n o m i c s  of  f a r m i n g  w i t h i n  t h e  c o n s t r a i n t s  o f  t h e  s a l e  s p e c i f i c a­
ti o n s  w e r e  m a r g i n a l .  Yet m a n y  o f  t h e  t r a c t s  h a v e  be e n  sold at 
s u b s t a n t i a l l y  m o r e  t h a n  t h e  b a s i c  l o t t e r y  prices, e v e n  c o n s i d e r i n g  
any o u t s t a n d i n g  d e v e l o p m e n t  loans.

3.) J u d g i n g  f r o m  c o m m e n t s  and actic-is e v e n  b e f o r e  t h e i r  initial 
d e v e l o p m e n t  on t h e  land, it a p p e a r e d  that s t e p s  w e r e  being t a k e n  to 
a l t e r  t h e  c o n d i t i o n s  of t h e  c o n t r a c t s .  It w a s  o b v i o u s  that s o m e  of  the 
t r a c t  h o l d e r s  w e r e  i n c l i n e d  not t o  h o n o r  t h e  t e r m s  and the intent of 
t h e  sale, o r  t h e  c o n t r a c t  that t h e y  h a d  signed.

T h o s e  t r a c t  o w n e r s  f a v o r i n g  c o n s o l i d a t i o n  h a v e  o f f e r e d  a u i t e  an 
a r r a y  of  n u m b e r s  t o  b a c k - u p  t h e i r  posit i o n .  H o e r v e r  tho->e n u m b e r s  are 
h i g h l y  s u s p e c t  t o  o t h e r s  in t h e  f a r m i n g  community, and mo r e  
o a r t i c u l r l y ,  f r o m  o t h e r  d a i r y  farmers. A s  the m e e t i n g  p r o g r e s s e d  some 
of t h e i r  f i a u n e s  w e r e  c h a l l e n g e .  I h a v e  r e v i e w e d  my n o t e s  of that 
m e e t i n g  a n u m b e r  o f  times, s e v e r a l  c o m m e n t s  m a d e  at that m e e t i n g  by 
t h o s e  i n d i v i d u a l s  f a v o r i n g  c o n s o l i d a t i o n  s e e m  t o  s t and out.

1.) W h e n  a s k e d  if t h e y  w o u l d  a c c e p t  a p r o v i s i o n  that w ould s t r e n­
g t h e n  t h e  a g r i c u l t u r a l  c o v e n a n t  a s  part of  c o n s o l i d a t i o n  relief, t h e  ^  
a n s w e r  w a s  N o !

(I t h i n k  that o f  all t h e  i s s u e s  that h a v e  c o m e  out of Pt. M a c
Kenzie, t h i s  a n s w e r  t e n d s  t o  s u b s t a n t i a t e  t h e  d e e p e s t  of the c o n c e r n s
e x p r e s s e d  in t h e  a g r i c u l t u r a l  c o m m u n i t y .  In light of the a o r i c u l t u r a l  
c o v e n a n t  p l a c e d  o n  t h i s  land o r i g i n a l l y ,  t h e  fact that tract n o i c e r s  
are r e l u c t a n t  t o  r e i n f o r c e d  that c o v e n a n t ,  s e e m s  to add c r e a e n c e  to 

t h e  Ag. c o m m u n i t i e s  s u s p i c i o n s . )

2.) O n e  of t h e i r  a r o u o  s t a t e d  that if t h e i r  t r a c t s  o p e r a t i o n  failed
it w o u l d  t a k e  t h e  w h o l e  p r o j e c t  down.

(This h a s  to be i n t i m i d a t i o n ,  d i r e c t e d  at the D i v i s i o n  of Ag. and 
the L e g i s l a t u r e ,  in an a t t e m p t  t o  get f a v o r a b l e  l e g islation.)

It is my p e r s o n a l  o p i n i o n  that HB 3 0 0  would o n l y  give t h e  
s p e c u l a t o r s  and d e v e l o p e r s  a g r e a t e r  o o o e r t u n i t v  to m a n u l i o u l a t e  the 
S t a t e s  lot e r v  sales.

fjc~ Sf>£crFnLt y y e  c
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BILL SHEFFIELD. GOVERNOR

P.O. BOX 7005
ANCHORAGE. ALASKA 99510-7005 
PHONE: (907)561-2020

Dear Alaskan:

Attached are proposed amendments to regulations of the Alaska Department of 
Natural Resource's. The department will conduct a hearing on the proposed 
regulations in Delta in March 1986. Please see the attached "Notice of 
Changes in the Regulations of the Department of Natural Resources" for 
d e ta i l s  on the time and location of the hearing. Additionally, the 
department is so l ic i t in g  wri t ten comments on i t s  proposal until  March 28, 
1986.

The main purpose of the proposed regulations i' to allow the subdivision of 
patented agricultural  land. The department ha.> found th a t  cer ta in  past 
disposals of the s t a t e ' s  agricultural  in te r e s t  in land have resulted in 
agr icu l tu ra l  t r ac ts  to large and unwieldy to be e f f i c ie n t ly  managed and 
farmed. In response to th is  f inding, the department developed the d ra f t  
regulations in which the process for obtaining approval of a subdivision of 
patented agricul tural  land is spelled out. A subdivision under the 
proposal must be consistent  with an approved farm conservation plan, may 
not create  a parcel of less than 40 acres ,  and is possible only i f  the land 
being subdivided is  s t i l l  suited for  agricultural  development. The 
proposal maintains exis ting prohibitions against  an individual conveying 
tha t  portion of his or her agricu l tura l  in te re s t  on which improvements have 
been constructed.  Addit ionally,  the proposed regulations se t  in motion a 
process for  determining i f  the s ta te  should authorize the r igh t  to 
construct  additional improvements on parcels of a t  l eas t  640 acres 
resu l t ing  from a subdivision.

In reviewing the d raf t  regulations you will notice that  some sections 
contain bracketed and capi ta l ized  words and phrases, other sections contain 
underlined materia l ,  while s t i l l  other sections contain ne i ther .  Language 
in the proposal which is  bracketed and capita l ized is proposed for  deletion 
from the curren t ly -effec t ive  regulation. Underlined material is proposed 
for  addit ion to the curren t ly -effec t ive  regulation. Sections in which 
brackets and cap i ta l iza t ion  and underlined material do not appear are being 
proposed as en t i re ly  new material to exis ting regulations.

Your comments on the d ra f t  regulations will be most useful to the 
department i f  you reference p a r t icu la r  sections by numoer and suggest 
changes in wording which you feel would r e s u l t  in improvement to the 
regulations.  The Department of Natural Resources thanks you for  your time 
and in te r e s t  in th is  matter.

>ry t ru ly  you

'James K. Barne' 
Deputy Commissioner



i

NOTICE OF PROPOSED CHANGES IN THE REGULATIONS OF THE 
DEPARTMENT OF NATURAL RESOURCES

Notice is given th c the Department of Natural Resources, under authority  
vested by AS 38.Pr .020 and AS 38.05.035, proposes to amenc’ regulations in 
T i t le  11 of the Alaska Administrative Code, dealing with agricultural  
parcels and the subdivision of patented agr icu l tu ra l  parcels ,  to implement 
AS 38.05.065 AS 38.05.321, as follows:

11 AAC 67 is proposed to be amended by changing obsolete references to 
local soil  conservation su b d is t r ic t s  to soil  and water conservation d is ­
t r i c t s ,  by spe l l ing  out how a previously-approved farm conservation plan 
may be amended, by defining the process under which additional r ights  to 
construct  rr?l property improvements on large t r a c t s  of subdivided and 
patented ag r icu l tu ra l  land may be obtained, and by spelling out the process 
for obtaining approval of a subdivision of patented agr icu l tu ra l  land.

Notice is a lso given th a t  any person in teres ted  may present oral or writ ten 
statements or arguments relevant  to the proposed action a t  a hearing to be 
held a t  the Community Center in Delta, Alaska on Friday, March 7, 1986 
beginning a t  1:30 p.m.. In addit ion,  wri t ten statements or arguments may 
be sent to the Department of Natural Resources, Office of the Commissioner, 
P.O. Box 7005, Anchorage, Alaska 99510, to be received no l a t e r  than March 
28, 1986.

This action is not expected to require an increased appropriation.

Copies of the proposed regulations may be obtained by writing to the above 
address or by ca l l ing  the Office of the Commissioner in Anchorage at  * 
561-2020 or in Juneau a t  465-2400.

The Department of Natural Resources, upon i t s  own motion or a t  the instance 
of any in te res ted  person, may a f t e r  the deadline for  receip t  of written 
comment:-'adopt proposals within the scope of th is  notice without further  
notice or may decide to take no action on them.

Date: 2 - 2 ^ - ^



11 AAC 67.177(a) is amended to read:

(a) An approved farm conservation plan will be required as a 
condition of the sa le .  The successful purchaser must submit an 
approved conservation plan before consummation of the sa le .  For each 
disposal the d irec to r  may accept, r e j e c t ,  or modify the farm 
conservation plan a f te r  consultation with the local soil and water 
conservation d i s t r i c t  [SUBDISTRICT].

(Eff. 4/28/78, Register 66; am /  /86, Register )

Authority: AS 38.04.900 
AS 38.05.020 
AS 33.05.035 
AS 38.05.050 
AS 38.05.069 
AS 38.05.321

11 AAC 67.177 is amended by adding a new subsection to read:

(d) A previously-approved farm conservation plan may be modified 
a t  the request of the purchaser. The d irec tor  may approve, r e j e c t ,  or 
modify the farm conservation plan modification a f te r  consultation with 
the local soil  and water conservation d i s t r i c t .  (Eff. 4/28/78, 
Register 66; am /  /86, Register )

Authority: AS 38.04.900 
AS 38.05.020 
AS 38.05.035 
AS 38.05.050 
AS 38.05.069 
AS 38.05.321

11 AAC 67.182 is repealed:

11 AAC 67.182. MODIFICATION OF FARM CONSERVATION PLAN. Repealed 
/ /86.

11 AAC 67.187 is amended by adding a new subsection to read:

(d) Changes in the location or size of the area designated for 
real property improvements are subject to approval of the d i rec to r  and 
may be allowed i f



(1) the maxim:- ^rea specified under 11 AAC 67.187(a) is 
not exceeded; and

(2) the change v :onsistent  with a farm conservation plan 
approved under 11 AAC 67.177. (Eff. 4/28/78, Register 66; am 5/13/79, 
Register 70; am /  /86, Register )

Authority: AS 38.04.900 
AS 38.05.020 
AS 38.05.035 
AS 38.05.050 
AS 38.05.069 
AS 38.05.321

11 AAC 67 is amended by adding a new sect ion to read:

11 AAC 67., 188. SUBDIVISION, (a) Land conveyed under 11 AAC 
67.160 - -  11 AAC 67.192 may be subdivided for  the purpose of t ransfer  
of ownership, subject  to the approval of the d i rec to r ,  i f

(1) the land o r ig ina l ly  conveyed has been patented;

(2) the subdivision does not create a parcel of less than
40 acres;

(3) the subdivision is consis tent  with a farm conservation 
plan approved under 11 AAC 67.177;

(4) the land has been maintained in subs tan t ia l ly  the same 
condition i t  was in a f t e r  completion of the development required under 
11 AAC 67.185;

(5) a l l  original  improvements to real property or r ights  to 
construct real property improvements under 11 AAC 67.187 on the land 
o r ig ina l ly  conveyed remain in a single t r a c t  of not less than 40 
acres ,  which may not be conveyed until  a l l  the other t r ac ts  in the 
subdivision have been conveyed; and

(6) a l l  additional r ights  to construct  real property 
improvements on land subdivided under th is  section remain only on 
t r a c t s  of a t  l e a s t  640 acres.

(b) Additional r ights  allowed by 11 AAC 67.188(a)(6) are 
authorized in accordance with 11 AAC 67.187. (Eff. /  /86,
Register )

Authority: AS 38.04.900 
AS 38.05.020 
AS 38.05.035 
AS 38.05.050 
AS 38.05.069 
AS 38.05.321
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