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2. A D I  w i l l  r e c e i v e  n o  f e e  f o r  i t s  s e r v i c e s  u n d e r  t h i s  

A c r e e m e n t .  A D I  is w i l l i n g  t o  e n t e r  i n t o  t h i s  c o n t r a c t  

b e c a u s e  t h e  m e m b e r s  o f  its p a r e n t  c o r p o r a t i o n  a r e  d a i r y  

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

t h e  f a r m e r s  to p a r t i c ' p a t e  in t h e  m a n a g e m e n t  o v e r s i g h t  f o r  

t h e  c r e a m e r y ,  w h i c h  is c u r r e n t l y  t h e  o n l y  e n t i t y  w h i c h  w i l l  

p u r c h a s e  the m i l k  p r o d u c e d  o n  t h e i r  f a r m s .  A D I  a n d  A l a s k a  

Q u a l i t y  D a i r y  C o o p e r a t i v e ,  Inc. a g r e e  t h a t  t h e  a b i l i t y  t o  

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

t h e m .  T h e  S t a t e  a g r e e s  t h a t  p a r t i c i p a t i o n  f r o m  t h e  f a r m e r s  

in m a n a g e m e n t  o v e r s i g h t  h a s  e c o n o m i c  v a l u e  t o  t h e  S t a t e .

3. A D I  a g r e e s  t h a t  it w i l l  a t  a l l  t i m e s  f a i t h f u l l y ,  i n d u s t r i ­

o u s l y ,  a n d  t o  t h e  b e s t  o f  its a b i l i t y ,  e x p e r i e n c e ,  a n d  t a l ­

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

f i n a n c e ,  a n d  m a r k e t i n g  in t h e  o r d i n a r y  c o u r s e  o f  b u s i n e s s  

f o r  t h e  c r e a m e r y  as it e x i s t e d  o n  t h e  d a t e  o f  t h i s  a g r e e ­

me n t ,  e x c e p t  w h e n  i t s  o v e r s i g h t  m a n a g e m e n t  a u t h o r i t y  is l i m ­

i t e d  b y  o t h e r  t e r m s  o f  t h i s  A g r e e m e n t .  M a n a g e m e n t  d e c i s i o n s  

o u t s i d e  t h e  o r d i n a r y  c o u r s e  o f  b u s i n e s s  f o r  t h e  c r e a m e r y  as 

i t  e x i s t e d  o n  t h e  d a t e  o f  t h i s  A g r e e m e n t  r e q u i r e  A R L F  E o a r a  

a p p r o v a l .

T h e  d i r e c t o r s  o f  A D I  a c k n o w l e d g e  t h e y  h a v e  a f i d u c i a r y  d u t y  

to A R L F  a r i s i n g  o u t  o f  t h e i r  r e s p o n s i b i l i t y  to m a n a g e  A R L F  

a s s e t s .
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4. A D I  a g r e e s  t h a t  in p e r f o r m i n g  i t s  d u t i e s  u n d e r  s e c t i o n  3

a b o v e  t h a t  i t  w i l l  n o t  p e r m i t  a n y  c o m b i n a t i o n  o f  p a y a b l e

a c c o u n t s  to e x c e e d  $ 5 , 0 0 0 . 0 0  f o r  l o n g e r  t h a n  45 d a y s .

T h e  m e m b e r s  of t h e  E o a r d  o f  D i r e c t o r s  o f  A D I  are:

T h o m a s  T a t k a ,  a n  A R L F  E o a r d  r e p r e s e n t a t i v e  
K a r e n  L e e  —

J o h n  S e a v e i l  
P a u l  K u p p e r t —

J o s e p h  V a n T r e e c k  ***'
J o h n  C a i r n s  
A u g i e  K e i b e r t  
R o n  E o s i  
C h r i s  S w e l l i n g  
J o s e p h  C. C a n g e  —
H a r v e y  B a s k i n  "

R o b e r t  H a v e m e i s t e r -
D i r e c t o r  o f  the D i v i s i o n  o f  A g r i c u l t u r e  o r  

h i s  d e s i g n e e

T h e  m e m b e r s  o f  t h e  e x e c u t i v e  c o m m i t t e e  o f  t h e  E o a r d  of 

D i r e c t o r s  are:

J o h n  L. S e a w e l l
T h o m a s  T a t k a ,  an A R L F  B o a r d  r e p r e s e n t a t i v e  
K a r e n  0. L e e  
J o s e p h  P. C a n g e  
F a u l  H u p p e r t
D i r e c t o r  o f  t h e  D i v i s i o n  o f  A g r i c u l t u r e  o r  

h i s  d e s i g n e e

T h e  D i r e c t o r  o f  t h e  D i v i s i o n  o f  A g r i c u l t u r e  w i l l  s e r v e  as a 

n o n - v o t i n g  m e m b e r  o f  t h e  e x e c u t i v e  c o m m i t t e e ;  urfless t h e r e  

is a t i e  v o t e  a m o n g  t h e  e x e c u t i v e  c o m m i t t e e  m e m b e r s  

atter.dinc.

If t h e  D i r e c t o r  o f  t h e  D i v i s i o n  o f  A g r i c u l t u r e  c h o o s e s  to

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

s h a l l  d o  so in w r i t i n g .  K a r e n  L e e  w i l l  s e r v e  as P r e s i d e n t
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o f  A D I , P a u l  H u p p e r t  w i l l  s e r v e  as V i c e - P r e s i d e n t  o f  A D I ,  

a n d  J o s e p h  P. C a n g e  w i l l  s e r v e  as T r e a s u r e r  o f  A D I .  . A n y  

c h a n c e  in t h e  m e m b e r s  o f  b o a r d  o f  d i r e c t o r s  or t h e  e x e c u t i v e  

c o m m i t t e e  r e q u i r e s  A R L F  B o a r d  a p p r o v a l .

6. A D I  a g r e e s  to t h e  t e r m s  o f  t h e  A R L F  p r o f e s s i o n a l  s e r v i c e s  

c o n t r a c t  w i t h  J o e  V a n  T r e e c k  d a t e d  A u g u s t  26, 19S 7 .  A D I  m a y  

n o t  a l t e r  o r  t e r m i n a t e  t h e  V a n  T r e e c k  p r o f e s s i o n a l  s e r v i c e s  

c o n t r a c t  w i t h o u t  A R L F  b o a r d  a p p r o v a l .

7. T h e  A R L F  b o a r d  m a y  t e r m i n a t e  t h i s  A g r e e m e n t  f o r  c a u s e ,  

i n c l u d i n g  b u t  n o t  l i m i t e d  to, b r e a c h  o f  t h i s  A g r e e m e n t ,  w i t h  

j 0 - d a v s  w r i t t e .  n o t i c e .  T h e  A R L F  b o a r d  m a y  t e r m i n a t e  t h i s  

a g r e e m e n t  o n  f i v e  d a y s  w r i t t e n  n o t i c e  in t h e  e v e n t  t h a t  

t h e r e  is $ 5 , 0 0 0 . 0 0  c u m u l a t i v e  i n  a n y  p a y a b l e  a c c o u n t s  m o r e  

t h a n  45 d a y s  p a s t  due. A D I  a n d  t h e  A l a s k a  Q u a l i t y  D a i r y  

C o o p e r a t i v e ,  Inc. w a i v e  d a m a g e s  a r i s i n g  c u t  o f  t e r m i n a t i o n .

S. A s  f u r t h e r  c o n s i d e r a t i o n  f o r  t h e  o p p o r t u n i t y  g i v e n  t o  t h a

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

t h e  c r e a m e r y ,  A D I  a n d  t h e  A l a s k a  Q u a l i t y  D a i r y  C o o p e r a t i v e ,  

Inc. ( h e r e a f t e r  in t h i s  s e c t i o n  8 r e f e r r e d  t o  as 

" I n d e m n i t o r s " )  a g r e e  to h o l d  h a r m l e s s  a n d  i n d e m n i f y  t h e  

S t a t e  o f  A l a s k a ,  t h e  d i r e c t o r s  o f  A D I ,  a n d  t h e  A R L F  B o a r d  

m e m b e r s  ( h e r e a f t e r  i n  t h i s  s e c t i o n  8 r e f e r r e d  t o  as 

" I n d e m n i t e e s " )  f r o m  a n y  a n d  a l l  l i a b i l i t y ,  d a m a g e ,  l o s s ,  

c o s t  a n d  e x p e n s e  w h i c h  m a y  a c c r u e  to o r  b e  s u s t a i n e d  b y  

I n d e m n i t e e s  o n  a c c o u n t  o f  a n y  c l a i m ,  a c t i o n ,  c o m p l a i n t
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and/or suit arising out of or related to the business of the 

creamery. Indemnitors agree that Indemnitees, in the sole 

discretion of Indemnitees, may hire attorneys to defend each 

of the Indemnitees. Indemnitors agree to pay directly to 

the attorneys the costs and expenses for attorney services 

as such costs and expenses are incurred. The obligations of 

Indemnitors continue after the termination of this Agreement 

as to any claim, action, complaint and/or suit arising out 

of or related to the business of the creamery during the 

term of this Agreement.

As further consideration for the opportunity given to the 

dairy farmers to participate in the management oversight for 

the creamery, ADI, the Alaska Quality Dairy Cooperative, 

Inc. and all directors of ADI who have an interest in a 

dairy farm, or an interest in a partnership or corporation 

which operates a dairy farm waive, for itself, themselves, 

ar.c on behalf of any partnership or corporation in which 

they have an interest, all claims, actions, complaints 

and/cr suits arising cut of or related to the State's owner­

ship, or operatic of the creamery occurring during the term 

of this Agreement. The directors of ADI who have an 

interest in a dairy farm, or an interest in a partnership or 

corporation which operates a dairy farm warrant that they 

have the authority to bind the partnership or corporation.
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9. T i ^ l e  t o  a l l  r e a l  a n d  p e r s o n a l  p r o p e r t y  o f  t h e  c r e a m e r y

r e m a i n s  in A R L F ' s  n a m e .  A D I  m a y  n o t  d i s p o s e  o f  o r  in. a n y

w a y  e n c u m b e r  p r o p e r t y  w i t h o u t  A R L F  B o a r d  a p p r o v a l .

T h e  A R L F  b o a r d  r e s e r v e s  t h e  r i g h t  to s e l l  a n y  r e a l  o r

p e r s o n a l  property o f  t h e  c r e a m e r y  t h a t  is n o t  e s s e n t i a l  to 

t h e  o p e r a t i o n  o f  t h e  c r e a m e r y .  W i t h o u t  l i m i t i n g  t h e  

p r o c e e d i n g  s e n t e n c e ,  t h e  A R L F  B o a r d  r e s e r v e s  t h e  r i g h t  to 

c h a n g e  t h e  p r o d u c t  l i n e  of, s e l l ,  l e a s e ,  o r  o t h e r w i s e  

d i s p o s e  o f  t h e  f e e d  m i l l  a n d  s t o r e  p r o v i d e d  t h e  A R L F  b o a r d  

m a k e s  a w r i t t e n  d e c i s i o n  o f  i t s  i n t e n d e d  a c t i o n  a n d  n o t i f i e s  

• A D I  b y  J u l y  1, 1933.

10. A D I  m a y  n o t  b o r r o w  m o n e y  fr'" u a n y  s o u r c e  f o r  t h e  o p e r a t i o n

o f  t h e  c r e a m e r y  w i t h o u t  A R L F  a p p r o v a l ,  e x c e p t  A D I  m a y  a l l o w

t h e  d a y - t o - d a y  c r e a m e r y  m a n a g e r  t o  b i n d  t h e  A R L F  t o  t r a d e  

c r e d i t  t e r m s  t h a t  w e r e  i n  e f f e c t  p r i o r  to t h e  d a t e  o f  th i s  

a g r e e m e n t .  ~

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

t i o n  b e l o n g  t o  A R L F .  N e t  p r o f i t s  m a y  n o t  b e  s p e n t  w i t h o u t  

A R L F  B e a r d  a p p r o v a l .  T h e  A R L F  E o a r d  w i l l  r e v i e w  t h e  

f i n a n c i a l  s t a t e m e n t s  as o f  J u n e  30, 1 9 S S  a n d  D e c e m b e r  31, 

19 8 8  to d e t e r m i n e  w h e t h e r  c u m u l a t i v e  n e t  p r o f i t s  f o r  t h e  

p r i o r  s i x  m o n t h s  e x i s t .  A R L F  m a y  w i t h d r a w  c u m u l a t i v e  n e t  

p r o f i t s  a f t e r  t h e  r e v i e w  o f  f i n a n c i a l  s t a t e m e n t s  c c s c r i b e d  

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

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

s t a t e m e n t s .

A R L F  d e s i r e s  to l i m i t  m o n t h l y  o p e r a t i n g  l o s s e s  o f  t h e  

c r e a m e r y .  A R L F  w i l l  p r o v i d e  u p  t o  a m a x i m u m  o f  $ 6 0 , 0 0 0  a 

m o n t h  f o r  J a n u a r y  198 S ,  F e b r u a r y  1 9 8 3 ,  M a r c h  1983, A p r i l  

19 8 8  , M a y  1983 , ar.c J u n e  1 9 8 3  t o  c o v e r  o p e r a t i n g  l o s s e s  a t  

t h e  c r e a m e r y  u p o n  w r i t t e n  r e q u e s t  b y  AD I .  T h e  m o n e y  

a v a i l a b l e  f c r  a n y •m o n t h  w i l l  n o t  e x c e e d  t h e  o p e r a t i n g  l o s s  

f o r  t h e  p r i o r  m o n t h  a n d  in a n y  e v e n t  w i l l  n o t  e x c e e d  t h e  

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

f o r  A R L F  is d i r e c t e d  to d i s b u r s e  m o n e y  c o n s i s t e n t  w i t h  t h i s  

p a r a g r a p h  a f t e r  r e c e i p t  o f  t h e  A D I  w r i t t e n  r e q u e s t .  A D I  m a y  

n o t  i n c r e a s e  t h e  p r i c e  o f  m i l k  as i t  e x i s t s  o n  N o v e m b e r  1, 

1 9 8 7  p a i d  to d a i r y  f a r m s  if t h e  c r e a m e r y  s h e w s  a n  o p e r a t i n g  

l o ss. A D I  m a y  l o w e r  t h e  p r i c e  o f  m i l k  p a i d  to d a i r y  f a r m s  

a t  a n y  t i m e ,  h o w e v e r ,  A D I  w i l l  l o w e r  t h e  p r i c e  o f  m i l k  p a i d  

to d a i r y  f a r m s  if t h e  o p e r a t i n g  l o s s  e x c e e d s  5 6 0 , 0 0 0  in a n y  

o n e  m o n t h  d u r i n g  t h e  p e r i o d  J a n u a r y  1 , 1988 to J u n e  30,

1988. A f t e r  J u l y  1, 1938, A D I  w i l l  a d j u s t  t h e  p r i c e  cf m i l k  

p a i d  t o  d a i r y  f a r m s  to p r e v e n t  o p e r a t i n g  l o s s e s .  If A D I  

f a i l s  t o  l o w e r  t h e  p r i c e  o f  m i l k  p a i d  to d a i r y  f a r m s  as 

r e q u i r e d  in t h i s  p a r a g r a p h ,  A R L F ,  a t i t s  o p t i o n ,  m a y  a d j u s t  

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

12. A D I  m a y  n e t  d i s c r i m i n a t e  acair.st a n y  e m p l o y e e  o r  a p p l i c a n t  

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

o r i g i n ,  c r  b e c a u s e  o f  age, p h y s i c a l  h a n d i c a p ,  sex. o r  

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

e n t h o o d  w h e n  t h e  r e a s o n a b l e  d e m a n d s  o f  t h e  p o s i t i o n  d o  n e t  

r e q u i r e  d i s t i n c t i o n  o n  t h e  b a s i s  o f  age, p h y s i c a l  h a n d i c a p ,  

se x ,  c r  m a r i t a l  s t a t u s ,  c h a n g e  i n  m a r i t a l  s t a t u s ,  p r e g n a n c y ,  

o r  p a r e n t h o o d .  A D I  s h a l l  t a k e  a f f i r m a t i v e  a c t i o n  t o  i n s u r e  

t h a t  t h e  a p p l i c a n t s  a r e  e m p l o y e d  and' t h a t  e m p l o y e e s  a r e  

t r e a t e d  d u r i n g  e m p l o y m e n t  w i t h o u t  r e g a r d  to t h e i r  r a c e ,  

•color, r e l i g i o n ,  n a t i o n a l  origin., a n c e s t r y ,  age, sex, cr 

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

l i m i t e d  t o  t h e  f o l l o w i n g :  e m p l o y m e n t ,  u p g r a d i n g ,  d e m o t i o n ,

t r a n s f e r ,  r e c r u i t m e n t  o r  r e c r u i t m e n t  a d v e r t i s i n g ,  l a y o f f  or 

t e r m i n a t i o n ,  r a t e s  o f  p a y  o r  e t h e r  f o r m s  o f  c o m p e n s a t i o n , 

a n d  s e l e c t i o n  f o r  t r a i n i n g  i n c l u d i n g  a p p r e n t i c e s h i p .  A D I  

s h a l l  p o s t  in c o n s p i c u o u s  p l a c e s ,  a v a i l a b l e  to e m p l o y e e s  a n d  

a o o l i c a n t s  f o r  e m c l c v m e n t ,  n o t i c e s  s e t t i n c  c u t  t h e  p r c v i -
m m  — •* <

s i e n s  o f  t h i s  p a r a g r a p h .

A D I  s h a l l  s t a t e ,  in a l l  s o l i c i t a t i o n s  o r  a d v e r t i s e m e n t s  f o r  

e m p l o y e e s ,  t h a t  it is a n  e q u a l  o p p o r t u n i t y  e m p l o y e r  a n d  t h a t  

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

e m p l o y m e n t  w i t h o u t  r e g a r d  to r a c e ,  r e l i g i o n ,  c o l o r ,  n a t i o n a l

A G R E E M E N T
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o r i g i n ,  age, p h y s i c a l  h a n d i c a p ,  sex, o r  m a r i t a l  s t a t u s .

A D I  s h a l l  s e n d  t o  e a c h  l a b o r  u n i o n  c r  r e p r e s e n t a t i v e  o f  

w o r k e r s  w i t h  w h i c h  A D I  h a s  a c o l l e c t i v e  b a r g a i n i n g  a g r e e m e n t  

c r  o t h e r  c o n t r a c t  c r  u n d e r s t a n d i n g  a n o t i c e  a d v i s i n g  t h e  

l a b c r  u n i o n  o r  w o r k e r s '  r e p r e s e n t a t i v e  o f  A D 1 1s c o m m i t m e n t s  

- n c e r  t h i s  a r t i c l e  a n d  p o s t  c o p i e s  o f  t h e  n o t i c e  in c o n s p i c­

u o u s  p l a c e s  a v a i l a b l e  t o  a l l  e m p l o y e e s  a n d  a p p l i c a n t s  f o r  

e m p l o y m e n t .

A D I  s h a l l  i n c l u d e  t h e  p r o v i s i o n s  o f  t h i s  a r t i c l e  in e v e r y  

c o n t r a c t ,  a n d  s h a l l  r e q u i r e  t h e  i n c l u s i o n  o f  t h e s e  p r o v i ­

s i o n s  * e v e r y  c o n t r a c t  e n t e r e d  i n t o  b y  a n y  o f  i t s  s u b c o n­

t r a c t o r s ,  so t h a t  t h o s e  p r o v i s i o n s  w i l l  b e  b i n d i n g  u p o n  e a c h  

s u b c o n t r a c t o r .  F o r  t h e  p u r p o s e  o f  i n c l u d i n g  t h o s e  p r o v i ­

s i o n s  in a n y  c o n s t r u c t i c n , m a i n t e n a n c e ,  c r  s e r v i c e  c o n t r a c t  

c r  s u b c o n t r a c t ,  as r e q u i r e d  b y  t h i s  c o n t r a c t ,  " c o n t r a c t o r "  

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

t h e  n a m e  o r  d e s i g n a t i o n  o f  t h e  p a r t i e s  o f  t h e  c o n t r a c t  o r  

s u b c o n t r a c t .

A D I  s h a l l  c o o p e r a t e  f u l l y  w i t h  t h e  o f f i c e  o r  a g e n c y  o f  t h e  

S t a t e  o f  A l a s k a  w h i c h  s e e k s  t o  d e a l  w i t h  t h e  p r o b l e m  o f  

u n l a w f u l  d i s c r i m i n a t i o n ,  a n d  w i t h  a l l  o t h e r  S*-ate e f f o r t s  to

A G R E E M E N T
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guarantee fair employment practices under this contract, and 

promptly comply with all requests and directions from the 

State Commission for Human Rights or any of its officers or 

agents relating to prevention of discriminatory employment 

practices.

Full cooperation in the preceding paragraph includes, but is 

net limited to, being a witness in any proceeding involving 

questions of unlawful discrimination if that is requested by 

any official or agency of the State cf Alaska; permitting 

employees of ADI tc be witnesses or complainants in any pro­

ceeding involving questions of unlawful discrimination, if 

that is requested by any official cr agency of the State of 

Alaska; participating in meetings; submitting periodic re­

ports on the equal employment aspects of present and future 

employment; assisting in inspection of ADI1s facilities; and 

promptly complying with all state directives considered 

essential by any office or agency of the State cf Alaska to 

insure compliance with all federal and state laws, regula­

tions, and policies pertaining to the prevention of 

discriminatory employment practices.

ADI and the Alaska Quality Dairy Cooperative, Inc. Ccres 

that they will not discriminate between members and ncn- 

mombers in the purchase or sale by the creamery of raw 

material or products. Alaska Quality Dairy Cooperative,

A G R E E M E N T
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r an •

Inc. w i l l  o f f e r  m e m b e r s h i p  o n  e q u a l  t e r m s  t o  a l l  d a i r y  

f a r m e r s  w h o s e  f a r m s  a r e  l o c a t e d  s o u t h  o f  t h e  A l a s k a  R a n e e .

14. A D I ,  t h r o u g h  t h e  c r e a m e r y  e m p l o y e e s ,  w i l l  p r o v i d e  q u a r t e r l y  

f i n a n c i a l  r e p c r t s  a n c  q u a r t e r l y  w r i t t e n  n a r r a t i v e  r e p o r t s  t o  

t h e  A R L F  E c a r a  in a f o r m  d e t e r m i n e d  b y  t h e  A R L F  E o a r d ,  w i t h ­

in  30 d a y s  a f u e r  t h e  e n d  o f  t h e  q u a r t e r .  A D I ,  t h r o u g h  t h e  

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

o f  t h e  c r e a m e r y  o p e r a t i o n  w i t h i n  20 d a y s  o f  m o n t h  end.

15. A D I  m a y  n e t  a r r a n g e  f o r  cr b e g i n  p l a n t  a n d / o r  e q u i p m e n t  

e x p a n s i o n s  w i t h o u t  A R L F  E c a r d  a p p r o v a l .  A D I  may- n o r  a r r a n g e  

f o r  o r  p e r f o r m  r e p a i r s  o n  t h e  p l a n t  a n d / o r  e q u i p m e n t  i f  t h e  

c o s t  w i l l  e x c e e d  $ 3 0 , 0 0 0  e x c e p t  in a n  e m e r g e n c y .

15. A D I  w i l l  a r r a n g e  to a d d  i t s e l f  as a n a m e d  i n s u r e d  t o  t h e

f o l l o w i n g  i n s u r a n c e  p o l i c i e s  a n d  a n y  s u c c e s s o r  p o l i c i e s :

I n d u s t r i a l  I n d e m n i t y  
P o l i c y  No. C N S 3 2 - 7 6 7 3

I n s u r a n c e  Co. o f  N o r t h  A m e r i c a  
P o l i c y  No. D 1 4 1 6 4 2 5 A

C h u b b  C-rouo c f  I n s u r a n c e  C o m e  a n y  
P o l i c y  N o B 7 S 3 1 6 1 1 0

F.E. B e a t t i e s  
P o l i c y  No. F E E  31 4 3

17. A D I  a g r e e s  t h a t  a n y  a c t i o n  c f  i n d u l g e n c e  o r  d e l a y ,  f a i l u r e

to act, o r  f a i l u r e  to e x e r c i s e  a n y  r i g h t  o r  r e m e d y  b y  A R L F

s h a l l  n o t  a f f e c t  c r  i m p a i r  t h e  o b l i g a t i o n s  o f  A D I ,  o r  b e  

c o n s t r u e d  as a w a i v e r  b y  A R L F  or, o t h e r w i s e  a r r e c t  A R L F 's 

r i g h t s  u n d e r  t h i s  A g r e e m e n t .

A G R E E M E N T
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18. A R L F  m a y  a s s i g n  t h i s  a c r e e m e n t  a f t e r  w r i t t e n  n o t i c e  t o  A D I .

19. T h i s  a c r e e m e n t  w i l l  b e  c o n s t r u e d  b y  t h e  l a w s  o f  t h e  S t a t e  o f  

A l a s k a .

20. A D I  a n d  A R L F  a g r e e  t h a t  if a n y  o f  t h e  p r o v i s i o n s  h e r e o f  

s h c u l d  b e  i n v a l i d  o r  u n e n f o r c e a b l e ,  s u c h  u n e n f o r c e a b i l i t y  o r  

i n v a l i d i t y  s h a l l  v o i d  t h i s  A g r e e m e n t  i n  i t s  e n t i r e t y .

21. T h e  d a t e  o f  t h i s  A g r e e m e n t  is _____________________________ .

D A T E D :  A L A S K A  D A I R Y  INC.

E v : 

Its

C o n s e n t e d  To:

D A T E D :  A L A S K A  Q U A L I T Y  D A I R Y
C O O P E R A T I V E  INC.

Ev:

D A T E D :  S T A T E  O F  A L A S K A
A G R I C U L T U R A L  R E V O L V I N G  

L O A N  F U N D

B y : 

Its

C o m m i s s i o n e r  or
N a t u r a l  R e s o u r c e s

A G R E E M E N T
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KASHWITNA FARMS, Inc. 

c/o 1340 W. 2.3rd Ave., A  
Anchorage, AK 99503 
3 May 1988

Representative Sara Cotton 
Co-Chairman, Resources Committee 
Attn: Lisa Weissler 
Alaska State Legislature 
P.O. Box V (MS3100)
Juneau, AK 99811

Dear Representative Cotton:

Ihank you for giving attention to: CSSB 23; SB 192; SB 484; SB 472; 

and both the work on production dates and on product preference.

SB 4 7 2 :

We are interested in seeing SB472 pass in the House because the 
farmers' problems with Mat Maid start with the fact that the processing plant 
is managed by the Board of the State of Alaska Agricultural Revolving Loan 

Fbnd (ARLF), under the Agricultural Division of the Department of Natural 
Resources (DNR), and the management they have contracted. Chief among these 

problems is that the management of Mat Maid does not involve the producers.

Instead the producers and processing plant should be considered as one 

entity. It is necessary that they together establish a market for a regional 
area. (A regional area is defined as one that can be reached/contacted in a 

single 24-hour period.) When realizing that we are in an geographically 
isolated, regionally definable area in Alaska, particularly Central Alaslca, it 

is untenable that at present we have only 21 percent share of the market.

Best either pass SB 472 or shut down Mat Maid entirely because present 
actions of the ARLF Board (to foreclose on farmers and to kill off Pt. 
Mackenzie and the rest of Alaskan agriculture) indicate that the group seeks 
to retain this badly and inefficiently run fiat Maid (managed in an 
unbusiness-like manner resulting in an extremely high cost of processing fresh 
milk) and bring milk up from Washington State to be processed here and sold as 
'fresh' milk. Ihe dairy farmers feel that this present attitude of the Board 
conflicts with the intent of the Alaslca State Legislature: locally produced 
milk processed by a local plant.



Letter to Rep. Cotton 2

There are several groups of Southcentral producers selling, or 
potentially selling, fresh milk to Mat Maid: Those around Palmer including the 
University Farm; the well-financed Tucker and James Farms; plus six other 

farms with troubled loans also regularly producing milk: Karen Lee: Tom and 

Jean Rogers; S. Wright; Harvey Baskin; Bob Thom; and Ray Hendershot; plus two 
farms planned to milk regularly, Harry and 'Connie' Wassink and 'Bud'
Johnson. The rest (Tracts lb and 29 as well as the remaining producers' 

tracts) wish to start or increase production, thus becoming a source of an 
increased production which could double the quantity of local fresh milk 
within two years.

SB 4 8 4 :

The problems that the Point Mackenzie project and its farmers have 
are: land; money; and market.

The laid and land title —
For whatever reason DNR has considered the land far too valuable to sell to 
the farmers. The title of Ag rights only is not suitable security for 
anything except with which to obtain loans from the ARLF; and we have all seen 
what that has led to! Therefore, to obtain enough financing to establish, 
develop, and operate farms we ha^e to talk about restructuring (SB 484).

I-foney and security for money —  
As stated elsehwere there are no other available lending agencies because of 
our 'ag-rights' status. Therefore, farmers here cannot use what has been 
clas.lcally used by farmers elsewhere in the USA —  their land, as 
collateral. This fundamental fact has not as yet been really understood, I 
fear, by the electorate.

Market and market regulations —  
The ARLF has the Point Mackenzie farmers in a 'Catch-22' situation: lack of a 
developing market, caused as we see it by a group of highly paid functionaries 

in control, who haven't the incentives that the farmers have to enlarge the 

market for Mat Maid, much less set market regulations in motion. We theedV*-^ $>o 
passage of SB 472 to effect a change in order to carry out legislative intent.

We believe that nearly all the producers (actual and potential) are in 

court or are considering some legal action. Tire fact that we have not been 
restructured or offered restructuring is apparently related to the fact that 

the restructuring proposal of June 1987 has been ruled in violation of law by 
the Department of Laws.

CSSB 2 3 :

So far as we are aware, Tracts 12, 13, and 24 are not —  and never 
have been, suppliers of fresh milk from regularly milked cows, but have met, 
in some as yet undefined sense, 'compliance' standards (88-1). A  lack of 

market has been indicated b y  the pricing statement of Mat Maid, dated 15 April 
1988. We are concerned that 'compliance' b a m  owners are being lie Id up as 

stewardly farmers and will be, by default, representative of "successes" —  
hardly what the State Legislature intended as a renewed and growing dairy 
industry with regular milking as a criterion for successful farming 
operations. For this reason we need passage of CSSB23.
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SB 192;
The membership of :he ARLF Loan Board (from Dec. 1984 to the present), 

which produced this 'illegal' restructuring package and has tried hard for 
more than a year to force it down the farmers' throats, currently does not 
include working farmers with a substantial farm investment. In addition, the 
Board is a five-member body with no experience in dairy farming being 
represented. We farmers are in the Alaska dairy business. In order to carry 
out our responsibilities, we should be represented in the management of Mat 

Maid and involved with the 'prudent lender.'

When considering the Governor's recent reappointment of three 
part-time farmers or gardners, one sees that the composition of today's Board 
fails in complying with the law, which states that there shall be at least 
three who are full-time farmers. Ibis causes a problem in that the Board of 
the ARLF is not operating "in the State's interest" to encourage the Point 
Mackenzie project and to place full-time farmers, including a representative 
from Pt. Mackenzie, on the Board. Given as a reason for exclusion is that the 
farmers have ARLF Loans (only ones they can get). SB 192 should be modified 
to remove this onerous exclusionary clause.

Prior to the preset t Board, membership was one made up of farm 

experience but evidentally one of substantial and significant conflicts of 
interest. (See the 1985 Audit of the ARLF and various Ombudsman reports and 
the testimony given at the 12 March 1987 ARLF Teleconference on proposed 

restructuring.) We agree with the idea that integration of capital with the 
producers, the processors, and the market development is necessary. What we 

object to is that of the use of ag rights to remove the farmers from 
participating in the development of the industry in which by their own 

investment they have such a large stake.

To sum up, because of the critical problems highlighted in our
discussion we see the need for urgent attention to the solution of these three

important elements of the agricultural dilemma:

1) Appropriate legislation to provide for loan restructuring (SB 484);

2) Passage of SB 192, CSSB 23, and SB 472; and

3) If the Ag Division sees as its principal duty that of assisting the 

Washington State milk industry develop a larger market in central Alaska, we 
do not see the DNR agency operating in response to legislative intent (to 
promote Alaskan agriculture) and feel its Ag interest should be abolished. 
Certainly the project farmers would see benefits with the replacment of the Ag 
Division and the ARLF by a form of the old Agricultural Action Council (within 

the Department of Commerce and Economic Development); here was a group which 
formerly was more responsive to its publics than are today's agricultural 

operatives in Palmer. Economic development is what we and other large dairy 
farms are most interested in, not trying to outguess the next ploy that the 

ARLF and the Agricultural Division are going to throw out as the DNR changes 

another policy.
Sincerely,

Harry W. wassink, Vice-Pres.



June A, 198A 

Trypan "orgerson
\'X'

The nurlook ;rr ska-Maid is indeed a bleak one. They

are not currently a good candidate for a loan by a lending 

institulis.n. "he only ghost of a chance for resurrection lies in 

debt forgiveness, c'quity write-off, producer price reduction, 

significant plant cost reduction, increased producer volume, 

increased sales and astute management. In a1! our dQliberations 

it must always be remembered that Mat-Maid and the producers are 

one. Therefore, we must look at the whole - not just Mat-Maid, 

not just producers.

To protect its huge investment in agriculture - Point 

McKenzie in D arti lar - and its encouragement to farmers to 

invest in dairying, the State of Alaska must take the major 

responsibility in seeing to it that there is a viable fluid milk 

organization to service this oroduction. That is, provide a 

means of receiving, processing and marketing this perishable 

product.

One aDDroach could well be for the State to take over and 

operate Matanuska-Maid lock, stock and barrel for the producers 

as an integral part of the Point McKenzie project.

The other approach would be for the State to make it 

feasible for a lending institution to loan Matanuska-Maid the

MATANUSKA-MAID, INC.



necessary funds. This would involve totally forgiving 

Matansuka-Maid its S2.5 million debt to the State and to rurther 

subsidize both the producers and Mat-Maid (which is the 

producers) until both are soundly established.

The subsidy to new producers could be done by subsidizing

the difference in the transportation costs (484 per cwt.) until 

the new road across the inlet is built.

Matanuska-Maid should be subsidized to assist it in meeting

its inherent higher cost due to small milk volume and recapturing

market share of business. Even if new producers double and
\

quadruple present Mat-Maid milk volume, it will be far from 

adequate to obtain the economies of scale enjoyed by the large 

processors (Carnation, Darigold and Safeway) with which it must 

compete.

The subsidy could be tailored as an indirect "Buy Alaska" 

subsidy by paying it to the retailer who would be required to 

lower retail price of Matanuaka-Maid by a like amount. This 

would be calculated to make Mat-Maid milk more competitive, 

perhaps 4$C a quart and 18<£ per gallon subsidy during this 

resurrection period. Possibly 3 to 5 years. Such a commitment 

by the State would have the further benefit of .discouraging a 

price war, for the competing processors would be less aot to take 

on the State. It would benefit consumers who "Buy Alaska" and 

the Alaskan economy.

On the producer side, there must also be some positive 

action. It is recommended that the $2.2 mil ion in patron 

equities be written off. Also, the approximately 5500,000 in 

Capital Reserve Certificates. These have both been dissipated



by the losses incurred. These losses were acquiesced to by the 

Board as producer representatives. A possible compromise here - 

if an entrance fee is established - would be tu allow current 

producers who contributed to use the necessary proportion to pay 

their entrance fees.

Of course, the debt to the unsecured creditors must be

negotiated downward to the lowest possible level.

(
Another tough but necessary action to assist in putting the 

affairs of Mat-Maid in better order is to reduce the producer pay 

price. This price has been far beyond Mat-Maid's ability to pay 

and still compete in the market. It must be recognized that the 

overpayment has been and continues to be a great contributor to 

Mat-Maid losses.

It is unsound and impractical to base the pay price on the 

Puget Sound Class I price plus the cost of transportation of 

either bulk or packagei milk from Seattle to Anchorage. That 

simply will price Mat-Maid out of the market. I:s declining 

sales in contrast to competition's growing sales is stark 

evidence. It is recommended that these prices be established on 

the basis of a competitive rrice to the retailer. After much 

study ana consultation v/i th producers, state officials and 

management it is recommended that a price of $18.22 per 100 be 

established with appropriate Fed Order announced fat 

differential. This is a reduction of $4.00 per cwt. or 17%. 

Mainland producer members of profitable cooperatives have taken 

an 8% cut. It is further recommended that if a loan is made by a 

financial institution that this price may be changed only on its 

approval or that of their designee.



An observation here is approDriate. It is the judgement of 

this writer that Mat-Maid can never achieve the economies of 

distribution that accrue to the captive chain receiving only full 

trailer loads of product and favored counter SDace. This coupled 

with the comparatively small and over-sized plant will long be a 

burdensome handicap.

While not pertaining to the finances of Mat-Maid, I believe 

it important that a financial lender get assurances from the 

State that it will initiate and enforce a more rigorous quality 

inspection program. This should enhance Mat-Maid's ability to 

compete. Especially with producer-handlers from the State of 

Washington. Such a program would aid materially in promoting 

"Buy Alaska" as well as protecting Alaskan consumers.

The program could include the requirement that all packages 

of dairy products must be dated with date of packaging, better 

still, would be a comparatively short pull date, say six or eight 

days. Included in this program whould be rigorous enforcement at 

the store level and a checking there to see that bccterial counts 

meet established standards. Those not meeting the standard 

should be ordered off the shelf until corrections aiv made. This 

would necessarily be a greater burden to outside milk.

In a similar vein, it is recommended that Mat-Maid establish 

a formal on the farm quality program by employing a farm 

specialist whose duty it would be to serve as a liason between 

the producer and Mat-Maid, to build a quality program and assist 

in mastitis control and the like. This specialist might well be 

a veterinarian who could also provide other valuable services to 

the producer. Such a program has been of the utmost importance



in every successful cooperative endeavor.

Note: Mr. Truman Torgenson is currently a consultant

to the Dairy Industry, is the retired Chief 

Executive Officer of Lake to Lake Creamery 

(Wisconsin) and has served as the Secretary 

to the Board of Directors for Land of Lakes 

Creamery (Wisconsin).
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R E :  T e l e c o n f e r e n c e  - T u e s d a y ,  F e b r u a r y  9, 1 9 8 8  w i t h

ARLF Board

Dear M r .  M e n a r d :

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

Y o u  i n q u i r e d  r e g a r d i n g  t h e  E o a r d fs r e a c t i o n  t o  a c a s h  p r o ­

d u c t i o n  c r e d i t  p a y m e n t  t o  a l l  a g r i c u l t u r a l  p r o d u c e r s .  T h e  B o a r d  
is o p p o s e d  t o  a n y  d i s b u r s e m e n t  o f  l o a n  f u n d  m o n e y  t o  p r o d u c e r s  
w h o  a r e  n o t  b o r r o w e r s .

W e  f o l l o w e d  t h i s  w i t h  c o m m e n t s  o n  t h r e e  o t h e r  p i e c e s  o f  l e g­
i s l a t i o n :  . .  ,*>y ‘ ?+tj A_

S 3  3 5 3  E x t e n s i o n  o f  P r o d u c t i o n  C r e d i t s .  F i r s t  w e  p o i n t  o u t  
t h a t  L o a n  F u n d  a s s e t s  h a v e  a l r e a d y  b e e n r e d u c e d  b y  p r o d u c t i o n  

_cr e d jj-.s.as f o l l o w s T “TFlJ'6 - T 3 h 5 T 7 0 0 0 ,  1 9 8 7  - $ 5 4 0  , 00 0 ,  a n d  t o  d a t e  
m  1 9 8 8  - $ 3 2 2 , 0 0 0 .  T h e s e  a m o u n t s  h a v e  s i m p l y  b e e n  w i p e d  f r o m  

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

l e g i s l a t i o n  is e x t e n d e d  t h i s  m a s s i v e  d r a i n  w i l l  c o n t i n u e .

T h e  B o a r d ,  in c o n s u l t a t i o n  w i t h  t h e  L o a n  F u n d  M a n a g e r  a n d  

t h e  D i r e c t o r  o f  / A g r i c u l t u r e ,  o f f e r  t h i s  c o u n t e r  p r o p o s a l  f o r  a n y  
r e n e w a l  o f  p r o d u c t i o n  c r e a i t s :

1. L i m i t  p r o d u c t i o n  c r e d i t s  t o  b o r r o w e r s  in g o o d  s t a n d i n g ,  
t o  b o r r o w e r s  w h o  a r e  c u r r e n t  i n  t h e i r  p a y m e n t s .  E x c l u d e  r e s t r u c -  
.tured b o r r o w e r s s i n c e  t h e y  h a v e  a l r e a d y  r e c e i v e d  s u b s t a n t i a l  b e n -  
e n f  i r F ' i n t c r c s t  r e l i e f .

2. L i m i t  t h e  c r e d i t  t o  o n l y  a p o r t i o n  o f  t h e i n t e r e s t  s o  

t h a t  t h e " e n t i r e  i n t e r e s t  p a y m e n t  is n o t  e x c u s e d .

T h e  t h i n k i n g  t h a t  g o e s  i n t o  t h i s  c o u n t e r  p r o p o s a l  is t h a t  

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

r e d u c i n g  t h e i r  i n t e r e s t  d u o .  It is n o t  a d e b t  w r i t e - o f f  a s  is 

t h e  c u r r e n t  l e g i s l a t i o n .  It d o c s  n o t  a p p l y  t o  r e s t r u c t u r e s ,  t h e y  
h a v e  a l r e a d y  r e c e i v e d  s u b s t a n t i a l  r e l i e f .  T h i s  p r o p o s a l  is i n  

t h e  b e s t  i n t e r e s t  o f  t h e  S l a t e  b e c a u s e  it r e w a r d s  b o r r o w e r s  in 

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

in g o o d  s t a n d i n g ,  a n d  t h u s  t o  k e e p  f u n d s  r e v o l v i n g  b a c k  i n t o  t h e  
L o a n  F u n d .



MEMORANDUM State of Alaska
DEPARTMENT CF N A T U R A L  F 1 T O U R C L E  - L I V I S I C N  C F  A G R I C U L T U R E  

TO DATE

H a r k  H e a v e r  F e b u r a r y  4, 1966

D i r e c t o r  file no

TELEPHONE flL
745-72C0

T - i S j  Su 'E JEC-

JiE 4 1 5

FROM

H a l  K .  l i r e  / /  
L o a n  M a n a g e r

In a n a l y s i s  of the f i n a n c i a l  e f f e c t  on the A R L F  as a r e s u l t  cf the 

s u b j e c t  l e g i s l a t i o n  is a s  f o l l o w s :

1 9 8 5 ........ 5511 ,241 .23

1 5 3 6 ........ 3 6 3 6 , 0 4 7  .83

1 9 5 7 ........ $ 5 2 3  ,626.61

T o t a l  r e t r o a c t i v e  los s  5 1 , 5 7 0 , 9 1 7 . 7 2 .

A s s u m i n g  tJie m i l k  p r o d u c t i o n  f r o m  P o i n t  M a c k e n z i e  r e t a i n s  s t a b l e  w i t h  

i n c r e a s e  cf 5t p e r  y e a r  t h r o u g h  the e f f e c t i v e  e n d  of the bill as 

p r o p o s e d ,  th-e c o s t  w o u l d  i n c r e a s e  to a total a c o u n t  o f  5 5 , 6 9 6 , 3 5 1 .  This 

r e p r e s e n t s  e v e r  cnc hal f  of the 5 1 0 , 6 0 1 , 8 1 5  i n v e s t m e n t  in c u r r e n t  loan 

b a l a n c e s  f o r  A K L ?  a n d  L a n u  C. .earing l oans for the d a i r y  f a r m  p a r c e l s  or.



C u r t  M e n a r d  

F e b r u a r y  12, 1 9 0 8  

F a g e  T w o

H D  4 1 5  R e t r o a c t i v e  P r o d u c t i o n  C r e d i t  t o  D a i r y  P r o d u c e r s .
T h e  B o a r d  o p p o s e s  t h i s  l e g i s l a t i o n .  It is n o t  i n  t h e  b e s t  i n t e r ­

e s t  o f  t h e  S t a t e .  It is a d e b t  r e l i e f  p r o g r a m  w h i c h  r e w a r d s  p r o ­

d u c t i o n  w i t h o u t  r e g a r d  t o  e f f i c i e n c y  a n d  p r o v i d e s  n o  p a y b a c k  t o  

t h e  l o a n  f u n d .  I a m  a t t a c h i n g  " a n  a n a l y s i s  o f  t h e  f i n a n c i a l  e f ­
f e c t "  o n  t h e  F u n d  p r e p a r e d  b y  t h e  L o a n  F u n d  M a n a g e r .  P l e a s e  b e  
s p e c i f i c a l l y  a w a r e  t h a t  t h e  F u n d  c u r r e n t l y  h a s  l o a n a b l e  f u n d s  of 

a b o u t  $7 m i l l i o n .  T h i s  p r o p o s a l  w o u l d  w i p e  o u t  a l m o s t  $2 m i l l i o n  
o f  t h a t  w o r k i n g  b a l a n c e .

S B  1 9 2  E x p a n s i o n  o f  t h e  L o a n  B o a r d  f r o m  f i v e  t o  s e v e n  m e m ­
b e r s .  T h e  B o a r d  is o p p o s e d  t o  t h i s  l e g i s l a t i o n  f o r  t h e  f o l l o w i n g  
r e a s o n s :

1. A  s e v e n  m e m b e r  b o a r d  i n c r e a s e s  f r o m  t h r e e  t o  f o u r  t h e

n u m b e r  o f  m e m b e r s  t h a t  m u s t  b e  p r e s e n t  f o r  a w o r k i n g  m e e t i n g .  -

2. B o t h  of t h e  a d d e d  m e m b e r s  m u s t  b e  p r o d u c e r s .  a) It i s  

v e r y  d i f f i c u l t  to f i n d  p r o d u c e r '  w h o  d o  n o t  h a v e  a d i s a b l i n g  c o n ­

f l i c t  o f  i n t e r e s t ,  i . e . ,  a l o a n  ?ith t h e  l o a n  f u n d ,  o r  a f i n a n ­

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

l o a n  a p p l i c a t i o n .  b) T h i s  t a k e s  u s  b a c k  to t h e  p r o b l e m  o f  a

q u o r u m  o n  a p a r t i c u l a r  a p p l i c a t i o n ;  a n d  f u r t h e r  c) t h e  f a i l u r e  t o
f i l l  t h e s e  p o s i t i o n s  w o u l d  l e a v e  u s  w i t h  a q u o r u m  r e q u i r e m e n t  of
f o u r  a n d  l e s s  l i k e l i h o o d  o f  m e e t i n g  it.

3. A n  i n c r e a s e  in t h e  n u m b e r  o f  b o a r d  m e m b e r s  r e q u i r e s  m o r e  

p r e p a r a t i o n  o n  t h e  p a r t  o f  a n  a l r e a d y  o v e r b u r d e n e d  l o a n  f u n d  

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

a n d  a g e n e r a l  i n c r e a s e  in t h e  c u m b e r s o m e n c s s  of t h e  p r o c e s s .

4. A d d i t i o n a l  c o s t  t o  t h e  f u n d  f o r  p e r  d i e m ,  t r a v e l  e x p e n ­

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

T h e  B o a r d  f e e l s  t h e  c u r r e n t  s t a f f  a n d  b o a r d  a r e  d e a l i n g  as 

e f f i c i e n t l y  as p o s s i b l e  w i t h  t h e  l o a n  f u n d  w o r k l o a d .  lidding t w o  
f u n c t i o n i n g  p r o d u c e r  b o a r d  m e m b e r s  w o u l d  be d i f f i c u l t  t o  a c h i e v e  

a n d  w o u l d  r e d u c e  t h e  e f f i c i e n c y  a n d  e f f e c t i v e n e s s  o f  t h e  p r o c e s s  

a t  t h i s  t i m e .  S B  1 9 2  is n o t  i n  t h e  b e s t  i n t e r e s t s  o f  t h e  S t a t e .

irj /('■• - r7 u A —
T h a n k  y o u  f o r  a l e r t i n g  us t o  t h e  p r o p o s e d  l e g i s l a t i o n .  W e  

h o p e  o u r  c o m m e n t s  o n  it a n d  o t h e r  a g  l e g i s l a t i o n  is u n d e r s t o o d  t o  

c o m e  f r o m  a g r o u p  w h o  h a v e  p a r t i c u l a r  f a m i l i a r i t y  w i t h  t h e  i s s u e s  
a n d  t h e i r  r e s o l u t i o n  in t h e  b e s t  i n t e r e s t  of t h e  S t a t e .

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



C u r t  M e n a r d  

F e b r u a r y  12, 1 9 d <
P a g e  T h r e e

cc: J u d y  B r a d y
M a r k  W e a v e r  

H a l  V.’a r d  

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

S e n a t o r  K e r t u l l a  

R e p r e s e n t a t i v e  H e r r m a n n  
R e p r e s e n t a t i v e  S h u l t z  

M e m b e r  D i n k e l  

M e m b e r  S t e w a r t  

M e m b e r  T a t k a  

M e m b e r  M. W a r d

C G F / p d
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s£. 4-7 L
STFVE COWPER, (GOVERNOR

400 WILLOUGHBY AYE. 
JUNEAU. ALASKA 99801-17S6 
PHONE: (907 ) 465-2400

M a y  5, 1 9 8 8

T h e  H o n o r a b l e  S a m  C o t t e n  
C o - C h a i r ,  H o u s 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  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  C o t t e n :

I a p p r e c i a t e  t h e  H o u s e  R e s o u r c e s  C o m m i t t e e ' s  c o n s i d e r a t i o n  
o f  a g r i c u l t u r a l  p r o b l e m s  a n d  s u p p o r t  th° c o m m i t t e e ' s  s u b s t i­
t u t e  o f  S B  484. I a s s u r e  y o u  t h a t  t h e  D e p a r t m e n t  o f  N a t u r a l  
R e s o u r c e s  a n d  t h e  A g r i c u l t u r a l  R e v o l v i n g  L o a n  F u n d  B o a r d  
w i l l  n o t  s e l l  t h e  M a t a n u s k a  M a i d  C r e a m e r y  d u r i n g  t h e  o n e -  

y e a r  t e r m  o f  t h e  c r e a m e r y  m a n a g e m e n t  a g r e e m e n t  w i t h  A l a s k a  
D a i r y ,  In c .  W e  h o p e  t h a t  in o n e  y e a r  P o i n t  M a c K e n z i e  f a r m  

o p e r a t i o n s  w i l l  h a v e  s t a b i l i z e d  t o  t h e  p o i n t  w h e r e  d a i r y  
f a r m e r s  a r e  a b l e  to t a k e  o n  t h e  o b l i g a t i o n  of a c r e a m e r y  
p u r c h a s e .

P l e a s e  l e t  m e  k n o w  if y o u  w o u l d  l i k e  a d d i t i o n a l  i n f o r m a t i o n  
a b o u t  t h e  c r e a m e r y .

S i j i e e r e l y ,

J u d i t h  M. B r a d y  'V
C o m m i s s i o n e r

cc: C o m m i t t e e  M e m b e r s
R o d  S w o p e  
R o n  C l a r k e  
B o b  E v a n s  
M a r k  W e a v e r  
S e n a t o r  K e r t t u l a  
S e n a t o r  S z y m a n s k i  
R e p r e s e n t a t i v e  M e n a r d  
R e p r e s e n t a t i v e  L a r s o n



9
P U BL I C  OP IN I ON MESSAGE

#
DEAR:  REP RE SE NTATI VE  COTTEN

NAME:  TRANK S C H E I B L  
T I T L E :

ADDRESS :  P 0  BOX 2546
C I T Y :  PALMER Z I P :  9 96 45

PHONE:  7 4 5 - 9 9 2 7  
B I L L  NO:  S B  4 7 2
S U B J E C T :  LE AS E  AND S A L E  OF MATANUSKA MAID CREAMERY
ME S SAG E :  STATE EMPLOYEES  CAN ONLY LOSE MORE MONEY B Y  FORCING FORECLOSURE ON 
MCKENZIE D A I R I E S  INSTEAD OF PROMOTING AGRICULTURE.  HOWEVER» THE S T A T E ' S  
LOSS I S  I MMATERIAL I F  FORECLOSURE T I C K L E S  EMPLOYEES  WHO COULD HAVE I T  I N  FOR 

MCKENZIE DAIRYMEN.  MAT MAI D,  I N C . ' S  INTERESTED OPERATORS OPERATED PROCESS ING 
FOR SOME 40 YEARS —  T I M E L Y  PAYMENT ADJUSTMENTS WOULD HAVE KEPT I T  GOING 

ANOTHER 4 0 .

PONID:  1 4 1 6 5 5 2 2  
DATE:  0 5 / 0 2 / 8 3  
T I M E :  1 6 : 5 5 : 2 2  

L IONANE:  MAT -SU L I O

R EP RE SE NTA TI VE S R EP RE SE NTA TI VE S SENATORS

ADAMS BARNES ABOOD

EOUCHER BOYER B I NK LF Y

BROWN CATO COGHILL

COLLI NS DAVIDSON DUNCAN

DAVI S DONLEY EL I ASON

E L L I S FRANK FAHRENKAMP

FURNACE GOLL F A I K S

GRUENBERG GRUSSENDORF FANNING

HANLEY HERRMANN FI SCHER

HOFFMAN HUDSON HALFORD

KOPONEN LARSON HENSLEY

MARTIN MENARD J ONES

MI LLER NAVARRE J OSEPHSON

PEARCE PETTY J OHN KELLY

P H I L L I P S FOURCHOT KERTTULA

RIEGER SHULTZ RODEY

SFRINGER SUND STURGULEWSKI

SWACKHAMMER TAYLOR SZYMANSKI

ULMER WAL L IS UEHLING

ZAWACKI ZHAROFF

P U B L I C  OP INION MESSAGE

DEAR:  R EPRE SE NTA TI VE  COTTEN

NAME:  LEONARD MOFF I TT  
T I T L E :

ADDRESS :  P 0 3  748
C I T Y :  PALMER Z I P :  9 96 45

PHONE:  7 4 5 - 3 3 8 4  
B I L L  NO:  S B  4 7 2
S U B J E C T :  LE AS E  ANO S A L E  OF MATANUSKA MAID CREAMERY
ME S SAG E :  PROCESSING PLANT NEEDS DAI RYME N' S  S U P E R V I S I O N :  DAIRYMEN ARE

S U B S I D I Z I N G  PROCESS ING PLANT WHEN THE S TAT E OVERCHARGES (UNDERPAYS)  DAIRYMEN 
FOR PROCESSING & D I S T R I B U T I O N  BY SOME COX D IFFER EN T THAN NATIONAL AVERAGE.  

S TATE  PROCESSOR RECENTLY ALERTED DAIRYMEN TO EXPECT TO MAKE FURTHER S U B S I D I E S  
( P A Y  REDUCTIONS) .  T H I S  LONG-TERM S U B S I D I Z I N G  OF THE PROCESSOR W I L L  SLOWLY 

BREAK A L L  DAIRYMEN.

POMID:  1 4 1 6 5 8 0 2  
DATE :  0 5 / 0 2 / 8 0  
T I M E :  l d : 5 0 : 0 2  

L IONAME:  MAT -SU L I O

R EP RE S ENT AT IV E S SENATORS

DAVIDSON COGHILL
HERRMANN DUNCAN
HOFFMAN EL I ASON
NAVARRE FANNING
PEARCE F I SCHER
SHULTZ STURGULEWSKI
SPRINGER ZHAROFF
SJND FAHRENKAMP
BOUCHER KELLY
DONLEY SZYMANSKI

E L L I S UEHLING
FURNACE
KOPONEN
MENARD
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O FF IC E  O F THE COM M ISS IONER

STEVE COV. R, GOVERNOR

400 WILLOUGHBY AVC. 
JUNEAU, ALASKA 99801-1796 
PHONE: (907) 465-2400

Land and Clearing Debt Restructuring 
Completed to Date

(a) Nelson

(b) Schultz

(c) Green

(d) Carlyle

(e) Strong

Not in CRP or any other federal program

CRP, land and clearing and ARLF debt 
restructured (no write down of ARLF 
debt)

CRP on other parcel

Clearing debt only restructured

Clearing debt only restructured

-All actions including waiver of the leasing step and 
including CRP have been suspended.

- N o  m o r e  r e l i n q u i s h m e n t s  w i l l  b e  p r o c e s s e d  e x c e p t  in s t r i c t  

c o m p l i a n c e  w i t h  S B  349, w h i c h  w i l l  s u n s e t  on J u n e  30, 198 8 .

-All actions on land and clearing debt will be reported to 
the Senate Finance Committee.



O f f e r e d :  3 / 1 7 / 8 8
R e f e r r e d :  F i n a n c e

4 *
5 - 1 5 8 9 L

O r i g i n a l  s p o n s o r s : J o s e p h s c  S z y m a n s k i ,  
H a l f o r d ,  e t  a l .

#

1 IN THE SENATE BY THE RESOURCES COMMITTEE

2 CS FOR SENATE BI L L  NO. 4 72  ( R e s o u r c e s )

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 F o r  a n  A c t  e n t i t l e d :  "An  A c t  a u t h o r i z i n g  t h e  c o m m i s s i o n e r  o f  n a t u r a l

7 r e s o u r c e s  t o  t r a n s f e r  t h e  c r e a m e r y  f o r m e r l y  o w n e d  b y

8 M a t a n u s k a  M a i d ,  I n c . "

9 BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 * S e c t i o n  1 .  LEGISLATIVE INTENT. I t  i s  t h e  i n t e n t  o f  t h e  l e g i s l a t u r e

11 t h a t  t h e  a u t h o r i t y  g r a n t e d  by  s e c .  2 o f  t h i s  A c t  b e  e x e r c i s e d  t o

12  ( 1 )  p r o m o t e  d e v e l o p m e n t  o f  a  s t a b l e ,  p r o f i t a b l e ,  - n d

13 u n s u b s i d i z e d  A l a s k a n  d a i r y  i n d u s t r y ,

14 ( 2 )  e n c o u r a g e  i n n o v a t i v e  a n d  e f f i c i e n t  m a n a g e m e n t  o f  d a i r y  f a r m s

15 a n d  p r o c e s s i n g  f a c i l i t i e s  by  t h e  p r i v a t e  s e c t o r ;

16 ( 3 )  e n c o u r a g e  p r o d u c t i o n  a n d  m a r k e t i n g  o f  c o m p e t i t i v e l y - p r i c e d

17 A l a s k a n  d a i r y  p r o d u c t s  i n  l i e u  o f  i m p o r t e d  p r o d u c t s ;  a n d

18 ( 4 )  u s e  p a s t  i n v e s t m e n t s  o f  p u b l i c  m on e y  i n  t h e  d a i r y  i n d u s t r y

19 t o  f u r t h e r  t h e  o b j e c t i v e s  d e s c r i b e d  i n  ( 1 )  -  ( 3 )  o f  t h i s  s e c t i o n  w i t h o u t

20  d e p l e t i n g  t h e  a g r i c u l t u r a l  r e v o l v i n g  l o a n  f u n d .

2 1  *  S e c .  2 .  LEASE-PURCHASE AUTHORIZED. T he  c o m m i s s i o n e r  o f  n a t u r a l

22  r e s o u r c e s  e n t e r  i n t o  a  o n e - y e a r  l e a s e " w i t h  a  c o o p e r a t i v e  c o m p o s e d  o f

23 A l a s k a  d a i r y  p r o d u c t  p r o d u c e r s  f o r  t h e  ''‘'■management  a n d  o p e r a t i o n  o f  t h e

2 4  f o r m e r  M a t a n u s k a  M a i d  C r e a m e r y  a t  8 1 4  N o r t h e r n  L i g h t s  B o u l e v a r d ,  i n

25  A n c h o r a g e .  T h e  c o m m i s s i o n e r  a n d  t h e  c o o p e r a t i v e  s h a l l  a g r e e  o n  t h e  co m p o-

26  s i t i o n  a n d  m e m b e r s h i p  o f  t h e  b o a r d  o f  d i r e c t o r s  t h a t  m a n a g e s  t h e  M a t a n u s k a

27  M a i d  C r e a m e r y  u n l e s s  t h e  c o m m i s s i o n e r  c h o o s e s  n o t  t o  r e t a i n  v e t o  a u t h o r i t y  

Td o v e r  t h e  c o m p o s i t i o n  a n d  m e m b e r s h i p  o f  t h e  b o a r d .  T h e  l e a s e  i s  r e n e w a b l e  

29  a n n u a l l y  f o r  14 y e a r s  i f  t h e  l e s s e e  h a s  c o m p l i e d  w i t h  h e a l t h ,  p r o d u c t

S B 0 4 7 2 b  -1- C S S B  4 7 2 ( R e s )



1 q u a l i t y ,  a n d  o t h e r  t e r m s  a n d  c o n d i t i o n s  o f  t h e  l e a s e  a n d  h a s  m a n a g e d  t h e

2 f o r m e r  M a t a n u s k a  M a i d  C r e a m e r y  e c o n o m i c a l l y ,  p r o f i t a b l y ,  a n d  e f f i c i e n t l y

3 u n d e r  t h e  t e r m s  o f  t h e  l e a s e .  The  l e a s e ' s h a l l  r e q u i r e  t h e  l e s s e e  t o  t r e a t

4 e a c h  p r o d u c e r  o f  d a i r y  p r o d u c t s  e q u a l l y .  T h e  l e a s e  may b e  n e g o t i a t e d  by

5 t h e  c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  a t  a n y  t i m e  b e f o r e  J u l y  1 ,  1 9 8 9 ,  b u t

6 i t  i s  t h e  i n t e n t  o f  t h e  l e g i s l a t u r e  t h a t  t h e  l e a s e  b e  i n  e f f e c t  o n  J u l y  1,

7 1 9 8 9 .  The  l e a s e “ p a y m e n t  d u e  f r o m  t h e  l e s s e e  i s  a n  a m o u n t  e q u a l  t o  $ . 5 0  p e r

8 h u n d r e d w e i g h t  o f  m i l k  p r o c e s s e d  p e r  m o n t h  a t  t h e  c r e a m e r y  c r  $ 1 3 , 0 0 0  p e r

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

10 p u r c h a s e  p r i c e .  I f  t h e  c o o p e r a t i v e  c o m p o s e d  o f  d a i r y  p r o d u c t  p r o d u c e r s  h a s

11 c o n t i n u o u s l y  o p e r a t e d  t h e  f o r m e r  M a t a n u s k a  M a i d  C r e a m e r y  u n d e r  a  l e a s e

12 g r a n t e d  u n d e r  t h i s  s e c t i o n  t h r o u g h  J u n e  3 0 ,  1 9 9 9 ,  t h e  c o m m i s s i o n e r  o f

13 n a t u r a l  r e s o u r c e s  s h a l l ,  a t  t h e  r e q u e s t  o f  t h e  l e s s e e  a t  a n y  t i m e  a f t e r
L  | m 6*

14 J u n e  3 0 ,  1 9 9 9 ,  b u t  b e f o r e  J u n e  3 0 ,  2 0 0 4 ,  t r a n s f e r  t h e  c r e a m e r y / S t o  t h e

15 l e s s e e .  I n  v a l u i n g  the.  a s s e t s  o f  t h e  f o r m e r  M a t a n u s k a  M a i d  C r e a m e r y  f o r

16 t h e  p u r p o s e s  o f  a  ■frr a n s - f g r  u n d e r  t h i s  s e c t i o n ,  t h e  b u i l d i n g  s ha l l  -b o - vu-Ki-e-ci

17 — at— its-f Qi-«—mai'keL Virtue— the initiation nf t-hp Io .k p  nnH the land shall

18 b e  v a l u e d  a t  i t s  f a i r  m a r k e t  v a l u e  o n  t h e  d a t e  o f  t h e  r e q u e s t  b y  t h e  l e s s e e

19 f o r  a  -t-r a n a-f-e-r u n d e r  t h i s  s e c t i o n .

$

C S S B  4 7 2 ( R e s ) -2- S B 0 472b





4 / 2 8 / 8 8

A s s e t s  to

M a t a n u s k a - M a i d  A s s e t s :  

b e  i m m e d i a t e l y  v a l u e d  u n d e r  SB

E s t i m a t e d  V a l u e s

E s t i m a t e d  
472 In

R a n g e  o f  
M i l l i o n s

V a l u e s

R e c e i v a b l e 1.1 --------- 1 . 3 5

I n v e n t o r y 0 . 2 --------- 0.2

P r e p a i d 0 . 1 --------- 0.1

F i x t u r e s 0 ---- 0.3

E q u i p m e n t 0 --------- 0 . 7 5

I n t a n g i b l e s 0 --------- 1.0

P a y a b l e s (0.3) (0.3 )

1.1 3, 35

A s s e t s  to b e  v a l u e d  a t  t i m e  o f  s a l e

L a n d  ( c u r r e n t  est.) 0 . 5 1.0

B u i l d i n g  ( c u r r e n t  est.) 0 ?

1 . 6  ? 4 . 3 5  ?

N o t e :  S o m e  a s s e t s  h a v e  v a l u e  o n l y  if t h e  b u s i n e s s  is t o  b e  o p e r a t e d  b y  a

p u r c h a s e r  as a c r e a m e r y .  T h e  b u i l d i n g ,  f o r  e x a m p l e ,  is p r o b a b l y  o f  n o  
v a l u e  for o t h e r  uses.. T h i s  m a y  a l s o  b e  t r u e  for o t h e r  a s s e t s ,  i n c l u d i n g  

t h e  b u s i n e s s  name.



M A T A N U S K A  M A I D  I M ­

B A L A N C E  S H E E T

F E B R U A R V  2 9 , _  1 9 5 5

f l A J ~  f v A  O t S r ^ j.;^

^ - o ^ f ~ l 0 £ t O T / M -  

■ i T v  T̂yftTv̂A. T T o /V

A S S E T S

irrent a s s e t 5. 

^ Ca sh
R o c o i v a b l c s :  
 __J.ra.d_e_____ JL-39aJJ3a <̂ JL2-

N o t a s  r e c e i v a b l e  

O t h e r  R e c e i v a b l e s

364, 649. 8 9  

322, 934. 40

2, 085, 973. 41

L e s s  a l l o w a n c e  for d o u b t f u l  a c c o u n t  ( 2 0 5 , 5 2 3 . 0 0 )  

_Na.t_r_e c e i.v.a b l.e s_..-----------------------------------------------

Du e f r o m  M a t a n u s k a  Maid, Inc. 

I n v e n t o r i e s  

_fLr_e p.a id. ,_e x p e u s e  s ^ ____________

T o t a l  c u r r e n t  a s s e t s

'o pe rt y p l a n t  an d e q u i p m e n t  

 Lan.d  _______
B u i l d i n g s  an d  i m p r o v e m e n t s  ■ 

M a c h i n e r y  and e q u i p m e n t  

_OfLf_i.c.e__f ur.n.Lt.ur.e„and. _f .i.x t.ur_e.s. 

O f f i c e  e q u i p m e n t  

A u t o m o t i v e  e q u i p m e n t  

.Compu.ter,_equipmen.t_______________

319, 278. 9 5  

663, 051. 2 6  

Z. 2  ,_OjDQ_O.Q_
7, 793. 40  

236, 319. 9 3  

._34,.57QJD0_.

 L e s s  _ac c u m u l a t e  d _.dep r.ec.ia.t ion —

1, 263, 013. 5 4  

_(543,JL66,_4Z).,

85, 571. 4 5

JL*.8BQi-.4S.0-Al. 
7, 400. 0 2  

5 9 *  754. 6 7  

 li)Q,_9_53_01.

2, 674, 159. 5 6

_2jJ360 j -O.O.Q_.00_

719, 847. 0 7

0 1 a 1 _  p.r. 0 p e r_t ,'J _  p .1 a n t _.5-._e q u i p. _3j_0.Z9j_8 A Z _0 7 „
_5,_Z5,4.,-Q06_-63-

_Na.te_t o_c.urnerLt._.as„s-a.ts_

T h e  a m o u n t  i n d i c a t e d  in "D ue  f r o m  M a t a n u s k a  ;Maid, I n c . "  c o n s i s t s  of;>:labor,- 
stipp 1 ie « and  cither c o s t s incu.rLr.e d in -the ..a rimln.Ls.tr a t 1 on nf the h A n  k.r.up ft— r-S-La-La.

( 4 t ~  CM '1
rT-' , ,1/7

fM - ' , / A "'



. . . »  ’ . .. r c a n u n n  1 c . 7 ,  i 7UQ '
L I A B I L I T I E S  AND E Q U I T Y '"mu.u r r e n t  l i a b i l i t i e s  P r o d u c e r s  p a y a b l e ,

* » '■ -V2 1 8 ,  9 8 6 .  67^ A c c o u n t s  p a y a b l e
*\ X. _  Li .  J________M • J T _  _UUC L U I'ld UUIIUO m «  au iC u r r e n t  p o r t i o n  I o n a  t e r m. _ d . e b t  . . .  . 2 4 2 ,  100.  55 65 .  00  169,  102.  89A c c r u e d  l i a b i l i t i e sS a l a r i e s  and b e n e f i t s  T a x e s  o t h e r  t h a n  i n c o me 108* 393.  85 (1* 410.  38J  .I n s u r a n c e  I n t e r e s t  O t h e r  e x p e n s e s 733.  03T o t a l  a c c r u e d  l i a b i l i t i e s  I n c o me  t a x e s 107,  9 2 0 .  50

T o t a l  c u r r e n t  l i a b i l i t i e s 7 3 8 ,  175.  61
.ong t e r m  d e b t  l e s s  c u r r e n t  p o r t i o n 116,  75 9 .  40
S t o c k h o l d e r s  e q u i t y  Common s t o c k  P a i d  i n  c a o i t a l 5,  837* 365.  00R e t a i n e d  e a r n i n g s  T o t a l  e q u i t y ( 9 3 3 ,  493.  38) 4,  8 9 9 ,  0 7 1 , 6 2T o t a l  l i a b i l i t i e s  and e q u i t y 5,  754,  0 0 6 .  63

* f ' % . .* *** • * ' * '** *
'•

TO * d ST : 8 88 ‘ 62 Jdy 3 1TZ St?«i
l * : 1»SiS989i06 <• Sltz. gri

‘ °m "i3i a ann r iD ia su  jo n o i s ia io
MW M :8  .' gp? a3ld003131 X0H3X



S a l g s  -  C r e a m e r yC b s t  o f  s a l e s  -  C r e a m e r y
S a l o s - C u l t u r e d  p r o d u c t s  CQS~Cu 1 t u r e d  p r o d u c t s  ___

745< 530.  95716,  915.  33
_ 2 S i j a j L A 2 _81,  033.  83 72.  675.  868,  339.  99S a l e s  -  P a l m e rC o s t  o f  s a l e s  -  P a l m e r 137,  31 1 .  63 143,  489.  56

^ro.'5.? . .0 4  r g  i_n________________S a l e s  e x p e n s e s  Da 1 i v e r y  e x p e n s e s
<8, 177.  93)  

 .2Hi_Z27,_4.8_14,  21 1 .  61 5 0 , 3 5 3.  53G e n e r a l  and. ,  a d m i n i s t r a t i v e  e x p e n s e s  I n t e r e s t  e x p e n s e 31,  04 4 .  33 3,  26 8 .  9498,  880.  81

Jb_32ax_S2Z^2LL 
1 ,3 9 4 ,  7 6 4 .  11

 13.3,.Q.L3.^1.0_158,  3 0 0 .  7 4  
JL3Z'_98.2^1_1_20,  8 1 0 .  6 3271,  2 3 8 .  41 289,  0 2 1 .  51( 1 7 , 7 8 3 .  10)  
J.3.6,_3A8_63„‘ 3 0 , 7 8 4 .  8 8  „ X Q 4,  9 5A _ Z 2 _56,  5 6 7 .  S O  6,  7 5 5 .  3 0199, 0 6 4 .  7 0

P r o f i t  ( L o s s )  f r o m  o p e r a t i o n s .
Interest fr ser.vic.e_c h ar gp , income. 
Gain (Lass) sale o f  assets 
Cash discounts taken 
Other i n c p m.e_________ .____ __________

P r o v i s i o n  f o r  Qad D e b t s  O t h e r  e x p e n s e

(70,  083.  3 3 )   2 ,_3 .4 .1^9.6„

Gain .Loss) before inc.ojne__ta.xes. 

Income taxesN e t  i n c o m e  ( L o s s )

( 30 1.  11) _ 5 .0 .Z _ Z 1 _2,  548.  361, 300.  00

(62,  7 1 6 .  0 7 )   fL_85.Q- 5 2 _
( 2 4 8 .  6 0 )

7,  3 4 6 .  6 33,  0 0 0 .  0 0
1 , 3 0 0 . 0 0  (69,  034.  7 7 )  - 3,  0 0 0 .  0 0  _(58,  1 6 f L _ 4 4 )

(69,  034.  77) (38,  169.  4 4 )

S O - d 9 1 : 8  8 8 ' 6c Jdy 2 1 1,1 St?l
• i.n •
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, 1; * •
PRODUCTION COST R E P O R T  ft j  M W f l  I j ' ,  ».jf fjj /l J FOR THE MONTH E N D I N G  ' Sij,! .-J-'j/Jj

w

FEBRUARY 29,  1 9 8 8  MONTH •• • *• , <
'”•'4 * . •

. YEAR ,cTO DATE TO DATE
„

1 ^
g Creamary S a l e s 74S,  530.  9 5 90.  207. 1/ 528,  577.  21. 90 <62%
:.j Creamery c o s t  o f  p r o d u c t i o n :
i 1 Labor 86/ 503.  9 0 10. 457. 175,  029.  77 10.  337.
J O p e r a t i n q  e x p e n s e ' 64, 769.  91 7.  647._ 1 2 8 . 9 7 7  34 7 6  5%
I  Mi l k  c o s t 475,  163.  3 9 37.  497. 9 0 9 ,  359.  47 53.  917.t] Mi l k  t r a n s p o r t 21,  730.  0 0 2.  637. 4 3,  056.  00 2.  677.
|  M a t e r i a l  c o s t 68, 648 3 3  _ 8 _ 3 1 X .. 1 3 6 , . 3 4 1 . 3 3 R 08%716, 915.  5 3 66.  737. 1,  3 9 4 ,  764.  11 82.  687.
| G r o s s  M a r g i n  C r e a m e r y 28, 615.  4 2 3.  467. 133,  813.  10 7. 937.j C u l t u r e d  p r o d u c „ t _s . aJ . es 01, 0 3 5 . _ 85 _ 9  607. 1 5 8 , 3 0 0  74 V  38%
j C u l t u r e d  p r o d u c t  COS 72, 673.  8 6 8.  797. 137,  982.  11 8.  187.Gross ' ' Marg i n 8, 3 5,9—9 9  _ 1 01X 20, . 318.  63 ~J

L U O | !S a i l i n g  e x p e n s e 14, 211.  81 1. 727. 30 ,  764.  83 1. 827.D e l i v e r y  e x p e n s e :Labor 19, 229.  7 2 2.  337, 42,  323.  90 2.  517.O p e r a t i n g  . . e xp en s . e ............. 10,_127_ 5.3 _  _— 1.-237. 1 9 , 88 6 . - 5 2 .1 1.87.Thi rd p a r t y  d e l i v e r y 20,  996.  2 8 2.  347. 42,  746.  30 2.  337.S0, _3S5.  S 3 6.-097. 104,  936 72 . . A . . 22%.G e n e r a l  & a d m i n  e x p e n s e :Labor 19, 905.  . 12 .  .. 2 .417.. 3 9 , 863 03 2 367,O p e r a t  i n g  e x p e n s e 14, 139.  4 1 1. 717. 22 ,  704.  77 1. 357.G 2* A a 11 o c a f c e d (3, 000.  OO ) 367. (6,  000.  00) 367.31,  044.  5 3 3.  767. 56,  567.  80 3.  357.Net  o D o r a t i n n  o r o f i t  ( l o s s ) ( 5 8 , 6 3 6  4 6 ) - 7 .  097. (38 .  177 67) -7  PA%

■ . . IMILK SALES I N  CWT 21,  630.  1 3 44,  1 13 3?MILK COST P E R  CWT 22.  9 7 21.  64PROCESSING C O S T  PER CWT 10.  4 2 10. 10SALES RETURN PER CWT 34.  4 7 . . 34 65 _
1

£ 0 ’d 1 I :S
r -  * J.rj • * n r

S y■'63 Jciy Slid 6(72.
a r\ | * r.t. 1 ' °M l3 i  3dOiinOId9U JO NOISIAId

*l"/w r, 1 ; c  t r.cr" m"3i J n ^ a i n j  v n v , ^ . '



S o u r  c r e a m s a l e s 22,  874.  30 2 8 .  237. 45,  546,  90  29.  777' ' C o t t a g e  c h e e s e  g a l a s  Y o g u r t  s a l e sT o t a l  s a l e s  L a b o r __________
Materials Sour C r e a m  
Materials Cottage Ch eese 
M a t e r i a l s yogurt___________E q u i p m e n t  r e n t a l  T o t a l  c o s t  of  s a l e s

3 7 ,  182.  50 45 .  eS7.20,  979.  05 2 5 .  897. 74,  174.  04  46.  867.3 8 ,  579.  80 24.  377.8 1 , 0 3 5 . 8 5  1 0 0 . 0 0 7 .4 , 9 9 5 . 0 4  6 . 1 6 7 . 1 5 0 , 3 0 0 . 7 4  1 0 0 . 0 0 8
9, 922, 2 51 5 , 4 0 3 . 3 8  1 9 . 0 1 7 .3 3 , 5 0 2 . 6 8  4 3 . 8 1 8_15,  8 9 8 . 7 6  1 9 . 6 2 7 .8 7 9 . 0 0  1 . 0 8 7 .72,  675.  86 8 9 .  687.

JLSZJL2 9 , 9 5 8 . 0 1  18.927.6 6 , 4 8 1 . 3 4  42. 007.2 9 , 2 1 8 . 3 1  1 8 . 4 6 7,2 , 4 0 2 . 0 0  1.327.1 3 7 , 9 8 2 . 1 1  8 7. 167.  .
Gross margin 8 , 3 5 9 . 9 9  1 0 . 2 2 7 . 20 ,  3 1 8 .  63 12. 847.

4

t?0‘d 21:8 $ 8 ‘ 6Z Jdy 3 1 T2 bT2 ■on 1 3 1  3 a n n n o i a 9 u  jo n o i s i a i q



~ . ■'V-r. '• •.PRODUCTI ON COST REPORT rxr--. rrm ,y-

C3 - 1 ____ 0 - 1 ____
i c  x m e  i w « a  i. c  aP a l m e r  c o s t  o f  p r o d u c t i o n :  L a b o r  Q p e x a jt .i ng __e.x p.e n s s___________M a t e r i a l s
Gross marginG 4i A a l l o c a t e d

1 o-7 n '*  w  r » w  4

19,  064.  69 JL2i_7.lSL.6cL 13. 087.  2—26JL1 1 0 , 7 0 5 . 2 5  80. 627.-l_42,_4S9-_5.6 103JZ2Z..< 5 , 1 7 7 . 9 3 )  -3 .7 7 7 .

i A A  A A V  iVU, W / f

3 9 , 0 2 5 . 19 .2 8 ,.9 4 3 - 9 8 . 14. 027. -10_677._2 1 6 , 0 5 0 . 3 4  79.  65/i-2 8 3 ..0 2 1 ._5 .1  104...347,.< 1 1 , 7 8 3 . 1 0 )  - 4 . 3 4 7 .2.  187. 6 , 000. 00 2 . 217.
N e t  o p e r a t i n g  p r o f i t  ( l o s s ) ( 8 , 1 7 7 . 9 3 )  - 5 . 7 6 7 . <17, 7 e 3 . 10) - 6 . 5 6 7 .

£0‘ d 81:8 88‘ 63 Jdy c U Z  St/2 °N 131 I d f l l i r i D I d L ' i H  3 0  M O I S I A I Q



if.'
: ■ =Tv-

MPANY NO: 0 0 1 MATANUSKA MAID DAIRY BUDGET 6. VARIANCE REPORT FOR THE MONTH CNDINO RUN DATE :  3 / 1 4 / B 0

MtTNTH TD f lATF -

FEBRUARY  2 9 ,  1 9 8 8
— ----------- ~i i

-VFAf l  Tt! DATF—

--------------------  COH-, 
O  "Z .

ACTUAL 3UDCET VAR IANCE ACTUAL BUDCET VAR IANCE o~n
r e a ra e py  S a l e s ;

' i l k  s a l e s 7 4 6 . 0 4 3 7 4 0 , 8 0 0 ^  3 ,  2 4 3 1 .  5 3 2 .  4 3 4 1 . 6 4 8 , 6 0 0 < 1 1 6 . 1 6 6 ) -L*CD
' I s c o u n t s  and  r e t u r n s ( 3 . 6 3 1 ) ( 3 . 9 1 B ) 2 8 7 ( 9 .  2 4 2 ) ( 7 ,  6 5 1  > ( 1 , 5 9 1 )
' J l t i / r c i t  p r o d u c t  s a l e s 0 i j _ 0 3 6 7 3 .  5 8 4 5 ,  4 5 2 1 5 8 , 3 0 1 1 3 6 , 3 6 8 1 . 9 3 3
' i s c  p r o d u c t  s a l e s 3 .  1 2 0 2 .  7 1 0 ( 4 1 0 ) 5 ,  3 0 5 5 ,  6 0 0 2 1 5 X__r~
o t a l  s a l e s 0 2 6 .  5 6 7 8 1 5 .  1 7 6 1 1 . 3 9 1 1 ,  6 8 6 ,  B7D 1 .  8 0 2 , . 9 1 7 . ( 1 1 6 ,  0 3 9 ) —i

r a d u c t  c o s t :
*55
m

11k c o s t 4 7 5 , 1 8 3 4 8 1 .  4 0 0 6 . 2 1 7 9 0 9 , 3 5 9 9 9 6 , 0 0 0 8 6 , 6 4 1
I I k t r a n s p o r t 2 1 . 7 3 0 2 1 , 2 7 2 ( 4 5 8 ) 4 5 ,  0 5 6 4 4 , 0 1 0 ( 1 , 0 4 6 )
o s t  o f  C o n t a i n e r s  1/. X n y r e d i e 6 8 , 6 4 8 6 2 ,  9 6 8 ( 5 ,  6 8 0 ) 1 3 6 . 3 4 2 1 4 0 . 1 3 1 3 ,  7 8 9
r e d u c t i o n  l a b o r 86x_5S4 7 6 ,  9 0 7 ( 9 . 6 7 7 ) 1 7 5 .  0 3 0 1 5 0 , 1 5 3 ( 2 4 . 8 7 7 ) —i
e p a l r s  b l d g  U e q u i p r a e n t 2 1 ,  4 9 6 1 2 , 8 1 0 ( 8 . 6 8 6 ) 3 5 ,  4 4 3 2 5 , 0 1 0 ( 1 0 , 4 3 3 ) r~

' t i l i t l e s 1 6 , 1 7 9 1 8 , 7 7 4 2 ,  3 9 6 4 1 ,  4 2 7 3 6 , 6 5 4 <4 .  7 7 3 )
h e n i c a  1 s 4 .  9 4 5 5 ,  1 4 5 2 0 0 1 0 . 6 6 5 1 0 , 0 4 5  . ( 6 2 0 )
' t h e r  o p e r a t i n g  e x p e n s e s 4 .  6 3 9 3 ,  9 4 6 ( 6 9 3 ) 7 ,  3 2 5 7 ,  8 0 6 4 8 1
e p r e c i a t i o n  b l d g  h  f i x e d  eq. • 1 4 , 7 1 4 1 4 . 7 7 3 5 9 2 9 . 4 2 7 2 9 ,  5 4 6 1 1 9

' i s c  p r o d u c t s  CQS 2 .  7 9 8 1.  9 5 7 ( 8 4 1 ) 4 ,  6 9 1 4 ,  0 4 9 ( 6 4 2 )

i l k  p r o d u c t i o n  c o s t 7 1 6 .  9 1 6 6 9 9 . 9 5 2 ( 1 6 , 9 6 4 ) 1 .  3 9 4 .  7 6 4 1 , 4 4 3 , 4 0 4 4 0 ,  6 4 0

u l t u r e d  p r o d u c t  c o s t 7 2 ,  6 7 6 6 0 , 0 0 3 ( 1 1 , 8 7 3 ) 1 3 7 ,  9 8 2 1 2 4 , 8 3 2 ( 1 3 . 1 5 0 )

r - o s s  m a r g i n 3 6 , 9 7 5 5 4 , 4 2 1 ( 1 7  4 4 6 ) 1 5 4 , 1 3 2 2 3 4 .  6 8 1 ( n n . 5 4 * )

o l i v e r y  l a b o r 1 9 . 2 3 0 1 8 , 7 7 7 ( 4 5 3 ) 4 2 , 3 2 4 3 6 ,  6 5 9 ( 5 , 6 6 5 ) - ' j
o l l v e r y  o p e r a t i n g  e x p e n s e 3 , _ 7 5 5 3 ,  7 5 0 ( 5 ) 7 .  1 4 1 7 .  4 5 0 . . 3 0 *
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b i r d  p a r t y  d e l i v e r y 2 0 . 9 9 a 2 2 , 2 6 0 1 . 2 6 2 4 2 . 7 4 6 4 3 ,  4 6 2 7 1 6
n s e s . 2 c Z6_4 9 , 0 0 0 6 ,  2 3 6 5 ,  5 2 8 9 . 0 0 0  .. 3 .  4 7 2

o t J l  d e l i v e r y  

a l e s  l a b o r
\ i l e s  o p e r a t i n g  e x p e n s e
dyftE.tis.ing_____________

o t a l  s a l e s  e x p e n s e

D O . 3 3 6

6 .  8 5 9  
<02 6 u 9 5 1 _

5 7 . 3 9 6 7 . 0 4 0 1 0 4 . 9 5 7 X Q 3 . 7 8 9 ( 1 . 1 6 8 )

6 .  9 4 6  
8 7 8  JL5<-D.Q0_ 8 7

4 7 6
_e,.049_.

1 3 . 9 2 8  
8 5 4  

_16, _DQ2_

1 3 , 8 9 2  
l r  7 5 6  

_ 3 Q « . 0 0 0 -

( 3 6  J 
9 0 2  

_13,J7-9.7__

14. 212 2 2 .  8 2 4 8 .  6 1 2 2 0 ,  7 E 5 4 5 . 6 4 8 1 4 . 8 6 3

o n o r a l  V atlm e x p e n s e :
n b o r  1 9 . 9 0 5  . 1 9 . 0 3 9
’p e r a  t i n g  . e x  p e n s  e_____________________________ X I  / _ 4 6 8 _______________ 7 ^ _ 5 5 0 _
n s u r a n c e  1 , 8 6 4  2 . 2 0 0
■ o p r e c i a t i o n  8 0 7  8 0 0
> ?<_ A . . a l l o c a t e d ____________  ___ _____________ ( . 3 , . 0 0 0 ) ____________ C 3 . . 0 0 0 ) .

( 8 6 6 1. ..( 3 ..9 1 8 JL
3 3 6

( 7 )

3 9 ,  8 6 3
- 1 Z . . 3 6 2 __

3 ,  7 2 8  
1 , 6 1 4  

_C6l>.000J_

3 7 .  1 8 2
_ is .a c o _

4 , 4 0 0  
1 . 6 0 0  

_i6,-COO )_

(2.6S1) 
- C 2 . - 2 6 2 X .

6 7 2  
( 1 4  )

o t a l  g e n e r a l  U a d m i n  e x p e n s e

' e b t  s e r v i c e
3 1 . 0 4 5  

< 3 8 . 6 3 6 )

2 6 . 5 8 9 ( 4 , 4 5 6 ) 5 6 , 5 6 8 5 2 , 2 0 2 ( 4 . 2 8 6 )

O  
*—4 ’
<-. r
1-4 r

N>

35

t o  
 <£>

CO 
CO ,

CO

CO

•“0

O
C7>

( 5 2 , 3 8 8 ) ( 6 , 2 4 8 ) ( 3 8 . 1 7 8 ) 3 2 . 9 6 2 ( 7 1 , 1 4 0 )



i r n  p r u d u c t  s a l e s  
i s c o u n t s  a n d  r e t u r n s

1 3 8 , 7 4 2  
( 1 . 4 3 0 )

1 4 9 . 9 7 1 ^  
( 2 .  0 0 0 )

( 1 1 , 2 2 9 )
5 7 0

2 7 4 , 5 7 7  
( 3 , 3 3 9 )

2 9 1 , 9 9 3  
( 4 , 0 0 0 )

( 1 7 , 4 1 6 )
6 6 1

-jo r cn >70i—i ,
o t a l  s a l e s 1 3 7 ,  3 1 2 1 4 7 ,  9 7 i ( 1 0 , 6 5 9 ) 2 7 1 ,  2 3 6 2 8 7 ,  9 9 3 ( 1 6 .  7 5 5 ) i > ii
~ c d u c t  c o s t : •H ’
U e r i a l  c a s t 1 1 0 , 7 0 3 1 1 6 , 9 7 7 o ,  2 7 2 2 1 6 , 0 5 0 2 2 7 ,  7 3 4 1 1 , 7 0 4 70i b a r 1 9 . 0 6 5 1 9 , 3 0 2 2 3 8 3 8 . 0 2 5 4 2 , 0 1 5 3 ,  9 9 0 m  1
t l l i t l e s 2 .  7 5 3 2 ,  4 5 7 < 2 9 6 ) 5 ,  3 6 1 4 ,  9 1 4 < 4 6 7 ) mm m '
^ o r a t i n g  e x p e n s e 3 ,  3 3 ? 3 ,  0 9 0 ( 4 4 9 ) 1 0 , 0 3 3 6 ,  1 0 0 < 3 , 8 7 3 ) *-
’ p a i r s  b l d g  It e q u i p 3 .  0 4 3 4 ,  1 0 0 1 , 0 5 7 6 .  7 4 3 8 ,  2 0 0 1 ,  4  5 7 r
is u r a n c  o 2 ,  3 7 1 1,  6 2 6 ( 7 4 5 ) 4 .  7 4 2 3 , 2 5 2 < 1 , 4 9 0 ) —1 .
o p r e c i a t i o n  b l d g  It f i x e d e q  1 ,  0 1 4 9 2 1 ( 9 3 ) 2 ,  0 2 8 1 ,  8 4 1 < 1 8 6 ) r-  i
' t a l  p r o d u c t  c o s t ’ 1 4 2 , 4 9 0 1 4 6 ,  4 7 3 . 5 , 9 0 3 2 8 3 , 0 2 2 2 7 4 , 1 5 6 1 1 , 1 3 5 pr
" o s s  n-srg i n ( 3 , 1 7 8 ) ( 5 0 2 ) < 4 , 6 7 6 ) ( 1 1 . 7 8 3 ) ( 6 , 1 6 3 ) < 5 ,  6 2 0 )
I l o c a t e d  0  I* A 3 .  OOO 3 ,  (>00 c c c 6 ,  OIX)
’ b t  s e r v i c e ......................................................................<0 .  17.0> . . . ( 3 , 3 0 2 ) < 4 , 6 7 6 ) ( 1 7 , 7 B 3 ) . . . < 1 2 ,  1 6 3 ) < 3 ,  A ? m
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J r r e n t . . . a 5 s e . t s _______________C a s hR e c e i v a b l e s : T r a d e --------------------N o t e s  r e c e i v a b l e  O t h e r  R e c e i v a b l e s
L e s s  a l l o w a n c e  f o r  d o u b t f u l  a c c o u n t  .. . N e t  r e c e i v a b l e s  . ..Due f r o m  M a t a n u s k a  M a i d ,  I n c .I n v e n t o r  i a s  P r e p a i d  e x p e n s e sT o t a l  c u r r e n t  a s s e t s

_ 1  ,-455 ,-7 .41--X4- 3 7 S ,  6 7 6 . 63 3 2 3 , 711.  862,  168,  idO. 23  ( 204,  0 2 3 . 0 0 )

57,  714.  15

.1,  9 6 4 ,  .107. 2 3  7 , 4 0 0 . 02  382,  5 7 4 . 80 113,  172.  322,  7 2 4 ,  968.  60
r o p e r t y  p l a n t  a nd e q u i p m e n tB u i l d i n g s  and i m p r o v e m e n t s  M a c h i n e r y  and e q u i p m e n t  - . . . O f f i c e ,  f u r n i t u r . e . . a n d  f i x t u r e s  O f f i c e  e q u i p m e n t  A u t o m o t i v e  e q u i p m e n t  .. C o m p u t e r  e q u i p m e n t  . . . .

L e s s  a c c u m u l a t e d  d e p r e c i a t i o n
o t a l  p r o p e r t y  p l a n t  & e q u i p

3 1 6 ,  3 8 3 . 45 6 6 3 , 051.  26 
-.2, 000. 00..7,  7 9 3 . 40  2 3 6 , 319.  93  34 ,  5 7 0 . 001,  2 6 0 ,  123. 04  (520,  23 1 .  55)

. 2 , . 3 6 0 , . 0 0 0 . . 0 0  -------

7 3 9 , 8 9 1 .  49 3 ,  0 9 9 ,  891.  49
5,  8 2 4 ,  8 6 0 . 09

N o t e  - t o  . c u r r e n t - a s s e t s ------------------------    -...........................  - ............................The a mo u n t  i n d i c a t e d  i n  “ Due f r o m  M a t a n u s k i  M a i d ,  I n c . "  c o n s i s t s  o f  l a b o r ,.. s u p p l i e a - a n d —a t h o r - c o s t s .  i n c u r r a d - i n  . t h e - a d m i n i s t r - a t i a n - o f - Z h e - b a n k r u p t —e s t a t e .  •

SO ‘ d Tc: S S 8‘6Z 21 TZ 9PJ. 'ON 131 JJf l l inOIJElU JO NOISIAIQ
vj—• • ir-'



: BALANCE SHEET. . JANUARY.  . 3 1 ,  1988 -
f : -  .1;  * "

m o m u -
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jng t e r m d e b t  l e s s  c u r r e n t  p o r t i o n

103,  964.  42 ( 1i3 6 6 . 4 6 )
734.  94

2 5 3 ,-0 2 7 —29- 19 4, ' 235.  56
/T a  n r vT yS .  W  U

J 8 2, 9 4 0.55

103,  3 3 2 . 90
733,581. 30 

12 3,172.. 40

r o c k h o l d e r s  e q u i t y  Common s t a c k- - P a i d  - i n  . c a p i t a l    . 5 , 8 3 7 , 5 6 5 . 0 0R e t a i n e d  e a r n i n g s  ( 8 6 9 , 4 5 8 . 6 1 )T o t a l  e q u i t yT o t a l  l i a b i l i t i e s  and e q u i t y
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S a l e s - C u l t u r e d  p r o d u c t s  C O S - C u l t u r e d  . . p r o d u c t s ......
S a l e s  - P a l m e rC o s t  o f  s a l e s  -  P a l m e r
G r o s s  mar g i n  . — - L .................................S a l a s  e x p e n s e s. D e l i v e r y  e x p e n ; s s _ . ^  . . .  -------- -------G e n e r a l  and a d m i n i s t r a t i v e  e x p e n s e s  I n t e r e s t  e x p e n s e
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| Y  H i N U C A r t  1' i n . i v  u n  + r t t
PRODUCTION COST REPORT

FOR THE MONTH ENDINGJ ANUARY 3 1 .  1983-MONTHTO DATE ---------------------YEAR-TO DATE
■eameru S a l e s 7 3 3 . 0 4 6 . 2 6  9 1 . 0 2 / 733» 046.  26 V I .  0 27,r e a me r y  c o s t  o f  p r o d u c t i o n :  L a b o r  . O p e r a t i n g  e x p e n s e  M i l k  c o s t  M i l k  t r a n s p o r t  - M a t e r i a l  c o s t

r o s s  M a r g i n  C r e a m e r yu l t u r o d  p r o d u c t  . s a l e s ,  u l t u r e d  p r o d u c t  COSr o s s  M a r g i n — ---------------e l l l n g  e x p e n s ee l i v a r y  e x p e n s e :Lab or— O p e r a t i n g - e x p e n s e . .  T h i r d  p a r t y  d e l i v e r y
e n e r a l  h. a d m i n  e x p e n s e :  L a b o rO o e r s t i n g  e x p e n s e  G ?y, A a l l o c a t e d

I c t - O p e r a t i n g  p r o f i t ,  ( l o s s ) —

ea,  44 5 .  87 64 : 2 0 7 . 43 424,  176.  08 23,  32 6 . 00 6 7 . 6 9 3 . 20677, 848. 58105, 197. 6877, 264. 6965, 3 0 6 . 23
. .. —  -11, 95 8 . 6416, " 7 3 . 07

2 3 , 09 4 . 19.9, 738. 992 1 , 748. 02. . 54, 601. 19
19, 95 7. 918 , 565. 36(3 , 00 0 . 002 5 , 522. 27------  - 2 0 , 438. 79.

10. 28%7. 467. 50. 477.2 . 717. . 7 . 877,78. 797.12. 237.8 . 987. 7 . 59%,. .1. 297,1. 937.
2. 637.1. 137.2 . 537.6. 357.
2. 327.1. 007. - .  357.2 . 977. 2 . 387.

88, 4 4 5 . 87 6 4 . 2 0 7 ..4 3  434,  176.  08 23,  3 2 6 . 00 .6 7 , 6 9 3 .-2 0

i— r

6 7 7 ,

1 
CD 

I 
4* 

I 
1 
ID 

1
1 
• 

1 59103, 197. 68... - 77, 2 6 4 . S?6 5 , 3 0 6 . 25
-11, i1 

CO
1 
ITI

1 
cr 6416, 573. 07

O'*?CWI 094. 189, 75 8 . 892 1 , 74 8. 02. 54, 601. 19
19, .957. 918, 5 6 5 . 36(3 , 0 0 0 . 002 5 , 523. 27--------2 0 , 4 5 8 .

U 
<1
 
1 II VI 1

10. 2e7. -  7 . 467. 50 . 477. 2 . 717. - -  .7. 877.-7 e . 7 9V.12. 237,... 8.-987.7 . 597. 1. 397.-1. 937.
2. 687.1. 137.2 . 537.-  - 6 . 357.
2 . 327.
1. 0 0 %  - .  337.2. 977.■ ■ 2 . 387..

I I L K - S A L E 5 - I N - C W T .   -------------I ILK COST IN CWT ' ROCESS I NG COST PER CWT;a l e s . r e t u r n  p e r  c w t  _
- 2 2 4 8 3 .- 3 7 —.......... -2 0 . 35 10.  043 4 . . 83  ...............

 2 2 483.-37 -4 ------------2 0 . 3310.......................... 04  ............   34 .  8 3 - - ..........
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M i  H N Q S r s A  I’ l r t l L /  t / H ; n i
PRODUCTION COST REPORT

FOR THE MONTH ENDINGJ ANUARY 31/ 1988- ____________________MONTH..............TO DATE
jaur.-cr.eam...s al.es------C o t t a g e  c h e e s e  s a l e s
/ n  n  l i n  V  c  6  1 n  t

 2 2 ,.A 7 2 ..6 0 ____2 9 -3 4 7 -' • 3 6 , 991.  54 47.  887.
i 7 . A n n  y n  s o  7 n rT o t a l  s a l e s. a b o r  .. . . . . .l a t e r i a l s  s o u r  c r e a m  M a t e r i a l s  c o t t a g e  c h e e s eM a t e r i a l s  y o g u r t  ....................E q u i p m e n t  r e n t a lT o t a l  c o s t  o f  s a l e sS r o s s  m a r g i n

77,  2 6 4 . 89 100.  007.. . 4 , 9 3 0 . 2 1  . . 6 . 3 8 7 . .1 4 . 5 5 4 . 6 3  18. 847.30 ,  9 7 8 . 86 40 . 097.- . . ' 1 3 , 3 1 9 . 5 5 .  1 7 .2 4 7 .1 , 5 2 3 . 0 0  1. 977.6 5 , 3 0 6 . 2 5  8 4 .5 2 7 .1 1 . 9 5 3 . 6 4  15. 487.

 Y E A R - _______TO DATE- — 22,-67-2—60. 3 6 , 991.  54
1 7. A n n  7 ^

-29—347— 4 7 . 887.
77,  264.  89 100. 007..4 , 9 3 0 . 21 14,  554.  63 30,  97 8. 86 ..13, 31 9. . 55  1, 523. 0065 , 30 6. 2511, 958. 64

. .6 .  387. IB . 847. 40 . 097. - 1 7 - 2 4  7, 1. 977.. 84 . 527.15. 487.
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PRODUCTION COST REPORT

FOR THE MONTH ENDING

■ v/ANUARY 31 .  1988 . — - MONTH- . . . y e a r
' * .* jij

TO DATE TO DATE
- dl mwr 3<sle:S 133; 9 2 6 . 70 100. 007- 133, 92 6. 78 100,  007.3a l m e r  c o a t  o f  p r o d u c t i o n :L a b o r 18.  96 0 . 50 14. 167. I S ,  9 6 0 . 50 14. 167... O p e r a t i n g  e x p e n s e 16,  2 2 6 . 36 -1 2 . 127. . . . 1 6 ,  2 2 6 . 36 •-- .1 2 .-1 2 X —  -M a t e r  i a l s 105,  3 4 5 . 09 70. 667. 105,  3 4 5 . 09 7 0 . 667.- ............................. 1 4 0 , 3 3 1 . 9 5 104.  937. . - 1 4 0 , 5 3 1 . 9 5 -1 0 4 ..9 3 7 . ........ -3 r o s 3  m a r g i n (6,  60S.  17) - 4 .  937. (6 , 6 0 5 . 17) “ 4. 937,G ?< A a l l o c a t e d 3,  0 0 0 . 00 2. 247. 3 , 0 0 0 . 00 2 . 247.
V e t  o p e r a t i n g  p r o f i t  ( l o s s )  ( 9 , 6 0 5 . 1 7 ) - 7 .  177. (9 , 6 0 S . 17.) - 7 .  177.........-  .. ......................................... ............... - .......... ................ — .................  —

-  • -------- . . • .
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COMPANY NO :  0 0 1 MATANUSKA MAID DA IRY  
f i t lDC&T Ik VAR IANCE  REPORT  

FOR THE  MONTH EN D IN 3

htiN Ii.

; • . January 31. ivsa

=rMOMTH_Tn DATE=== . - = = = = r = == = -= = ------------
ACTUAL BUDGET VAR IANCE

TtTr r r= , ^T= . «YEAR_ro -DATE*  
ACTUAL  BUDGET VARIANCE i

 C r . e a a i e r u —S a l e M .
M i l k  s a l e s
D i s c o u n t s  a n d  r e t u r n s
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•j ■’ (  l ^ A N U S K A  M A I D  D A I R Y  f '

V  '  B A L A N C E  S H E E T  *•

OCTOBER 31. 1987

ASSETS

Current assets . ___
Cash
Receivables:

Trade     ______ _  1 ».6Z4.»._690. 05
Notes receivable 380/991.54

 .....................   .. 2. 055, 681. 59
Less allowance for doubtful account (199,523.00) 
Net receivables 

Due from Matanuska Maid, Inc.
Inventories 
Prepaid expenses

Total current assets

Property plant and equipment 
Land
Buildings and improvements 
Machinery and equipment 
Office furniture and fixtures 
Office equipment 
Automotive equipment 
Computer equipment

Less accumulated depreciation

Total property plant Z>. equip

312, 856. 76 
629, 882. 84 

2 , 000 . 00 
7,.793. 40 

236, 319. 93 
34, 570. 00

1, 223, 422’. 93 
(451, 426. 79)

Note to current assets

The amount indicated in "Due from Matanuska Maid, Inc." 
supplies and other costs incurred in the administration

43, 605. 24

1, 856, 158. 59 
7, 400. 02 

75e, 594. 32 
23, 229. 26

2, 688, 987. ^3

2, 360, 000. 00

771, 996. 14

3, 131, 996. 14

5, 820, 983. 57

consists of labor, 
of the bankrupt estate



(  T A N U S K A  M A I D  D A I R Y  /

B A L A N C E  S H E E T  V

OCTOBER 31< 1987

LIABILITIES

Current liabilities 
Producers payable 
Accounts payable 
Due to Matanuska Maid, Inc.
C u r .r e n t. . p or t i o.n._l ong _term._d ebjt_____
Accrued liabilities

Salaries and benefits 
Taxes.other than income 
Insurance 
Interest 
Other expenses 
Total accrued liabilities 

Income taxes

Total current liabilities

AND EQUITY

235/ 896. 19 
507, 932. 85 

7, 721. 70
_________________________________ 1 2  l j_ 1 . 2 Z J 3 1 -

92, 383. 58 
(917. 24)

1,405.38
92, 871. 72

965, 550. 27

Long term debt less current portion 142,025.53

Stockholders equity 
Common stock 
Paid in capital 
Reta ined earn ing s 

Tota1 equi ty

Total liabilities and equity

5, 538, 565. 00 
(825, 157. 23)

4, 713, 407. 77

5, 820, 983. 57

Note to current liabilities

The amount indicated in "Due to Matanuska Maid, Inc..". consists of .proceeds 
from the sale of parts inventories of the bankrupt estate uhich have not 
been fully collected from the buyer and cash receipts received for the 
estate that have not been reimbursed.......  . _____ ......



4 ' ATANUSKA MAID DAIRY 
STATEMENT OF INCOME 

FOR THE MONTH ENDING

(

OCTOBER 31, 1987

MONTH 
TO DATE

YEAR 
TO DATE

Sales - Creamery
Cost of sales - Creamery

772, 992. 15 
709, 862. 20

7, 608, 194. 58 
7, 396, 694. 76

______ .63,. 129.. 95___ . .211,_43_9-.-82__

Sales-Cultured products 
COS-Cultured products

76, 346. 27 
....64, 753. 76

635, 640. 13 
____ 605, 281.. 9.1...

11, 592. 51 30, 358. 22

Sales - Palmer
Cost of sales - Palmer

151, 263. 92 
150, 799. 69

1, 735, 098. 37 
1, 747, 754. 90

464. 23 ( 12, 656. 53)

Gross margin 75, 186. 69 229, 201. 51

Sales expenses 
Delivery expenses 
General and administrative 
Interest expense

expenses

34, 062. 06 
52, 953. 63 
24, 003. 67 
3, 165. 63

260, 465. 75 
488, 626. 39 
247, 524. 70 
38, 508. 28

114, 184. 79 1, 035, 125. 12

Profit (Loss) from operations

Interest h. service charge income 
Gain (Loss) sale of assets 
Cash discounts taken 
Other income

Provision for Bad Debts 
Other expense

Gain (Loss) before income taxes

Income taxes

Net income (Loss)

(38, 978. 30)

3, 337. 13

2. 70 
1, 394. 12

4, 733. 95 

1, 500. 00

1, 500. 00 

(3.5, .764..35).

(805, 923. 61 )

23, 339. 70 
988. 92 
336. 45 

6, 795. 32

31, 960. 39

18, 195. 30 
(3, 190. 00)

15, 005. 30

(788,_968.. 52)_.

(35, 764. 35) (788, 968. 52)



M A T A N U S K A  M A I D  D A I R Y  r
{  P R O D U C T I O N  C O S T  R E P O R T  (

F O R  T H E  M O N T H  E N D I N G

OCTOBER 31. 1987

MONTH YEAR
TO DATE TO DATE

Creamery Sales 772, 992. 15 91. 017. 7, 608, 194. 58 92. 297.

Creamery cost of production:
Lab or 89, 862. 18 10. 587. 843, 327. 71 10. 237.
Operating expense 52, 714. 18 6. 217. 580, 899. 80 7. 057.
Milk cost 486, 166. 14 57. 247. 5, 055, 888. 47 61. 337.
Milk transport 22, 876. 00 2. 697. 223, 215. 30 2. 717.
Material cost 58, 243. 70 6. 867. 693,363.48 8. 417.

709, 862. 20 83. 587. 7, 396, 694. 76 89. 727.

Gross Margin Creamery 63, 129. 95 7. 437. 211, 499. 82 2. 577.

Cultured product sales 76, 346. 27 8. 997. 635, 640. 13 7. 717.
Cultured product COS 64, 753. 76 7. 627. 605, 281. 91 7. 347.

Gross Margin 11, 592. 51 1. 367. 30, 358. 22 . 377.

Selling expense 34, 062. 06 4. 017. 260, 465. 75 3. 167.

Delivery expense:
----

Lab or 19, 689. 28 2. 327. 201, 589. 71 2. 457.
Operating expense 11, 000. 12 1. 307. 84, 231. 67 1. 027.
Third party delivery 22, 264. 23 2. 627. 202, 305. 01 2. 467.

52, 953. 63 6. 237. 488, 626. 39 5. 937.

General & admin expense:
Lab o r 19, 672. 53 2. 327. 197, 640. 76 2. 407.
Operating expense 7, 331. 14 . 867. 79, 883. 94 . 977.
G ?y. A allocated (3, 000. 00) -. 357. (30, 000. 00) -. 367.

24, 003. 67 2. 837. 247, 524. 70 3. 007.

Net operating profit (loss) (36, 296. 90) -4. 277. (754, 758. 80) -9. 167.

MILK SALES IN CWT 22, 212. 89 217, 081. 56
MILK COST IN CWT 22. 92 23. 67
PROCESSING COST PER CWT 9. 04 9. 76
SALES RETURN PER CWT 34. 80 35. 05



M A T A N U S K A  M A I D  D A I R Y

R O D U C T I O N  C O S T  R E P O R T

F O R  T H E  M O N T H  E N D I N G

OCTOBER 31* 1987

______MONTH____________________YEAR__
TO DATE TO DATE

So or. cr.e.am ..sales   26,_302, 25 _34,45X  246,081,. 32_ 38t 7i7.
Cottage cheese sales 34,623.16 45.357. 296,554.58 46.657.
Yogurt sales 15,420.86 20.207. 93,004.23 14.637.

Total sales 76, 346. 27 100. 007. 635, 640. 13 100. 007.

Labor . ... 
Materials sour cream 
Materials cottage ci.eese 
Materials yogurt 
Equipment rental

4, 919. 51 
16, 533. 11 
27, 259. 98 
15, 162. 16 

879. 00

__ 6._44X
21. 667. 
35. 717. 
19. 867. 
1. 157.

..„50, 402..75 .. 
162, 090. 39 
315, 527. 87 
68, 470. 90 
8, 790. 00

7,937. 
25. 507. 
49. 647. 
.10. 777. 
1. 387.

Total cost of sales 64, 753. 76 84. 827. 605, 231. 91 95. 227.

Gross margin 11, 592. 51 15. 187. 30, 358. 22 4. 737



I

OCTOBER 31. 1987

MONTH 
TO DATE

(  M A N U S K A  M A I D  D A I R Y

, R Q D U C T I O N  C O S T  R E P O R T

F O R  T H E  M O N T H  E N D I N G

(
YEAR 

TO DATE

Palmer Sales 151.263.92 100.007. 1,735,098.37 100.007.

Palmer cost of production:
Lab or 24, 751. 88 16. 367. 213,226.11 12. 297.
Operating, expense____ ___ 17, 799, 45_ .11,777. 123., 479. 41 _ 7. 127.
Materials 105, 248. 36 69. 587. 1,381,049.38 79. 597.

147, 799. 69 97. 717. 1, 717, 754. 90 99. 007.

Gross margin 3, 464. 23 2. 297. 17, 343. 47 1. 007.

G & A allocated 3, 000. 00 1. 987. 30, 000. 00 1. 737.

Net operating profit (loss) 464. 23 .317.
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H COMPANY NO: 0 0 1 MATANUSKA MAID DA IRY  

DUDGET «< VAR IANCE  REPORT  
FOR THE MONTH END ING

OCTOBER 3 1 ,  1 9 0 7 - — ..............—

RUN DA 1C 1 1 /  1

MDMTII Tfl HATrr________ . V C A O  TO HATIT
ACTUAL

I lUri III 1 U U/) I tl
BUDGET VAR IANCE ACTUAL

TtftM IU Uf\ 1
BUDGET VARIANCE

C r e a m e r y  S a l e s :
M i l k  s a l e s
D i s c o u n t s  an d  r e t u r n s  
C u l t u r e d  p r o d u c t  s a l e s  
M i s c  p r o d u c t  s a l e s

7 7 4  > 9 3 0  
< 4 , 4 7 9 )—* t *-» a i / Of 0 ‘»0
2 .  5 4 1

9 4 4 , 4 1 8  
( 8 ,  1 2 2 )  
0 9 , 8 3 8  

3 .  9 3 0

( 1 6 9 , 4 8 0 )  
3 .  6 4 3  

( 1 3 , 4 9 2 )  
1,  3 8 9

7 , 6 3 0 , 5 8 4  
( 4 1 , 2 4 0 )  
6 3 5 ,  6 4 0  

I B .  8 5 1

9 , 0 4 0 , 6 2 4  
( 7 7 , 6 3 6 )  
7 6 0 , 0 9 1  

2 7 , 9 7 0

( 1 . 4 1 0 , 0 4 0 )  
3 6 .  3 9 6  

( 1 2 4 , 4 5 1 )  
9 .  1 19

T o t a l  s a l e s 0 4 9 , 3 3 0 1, 0 3 0 ,  0 6 4 ( 1 0 0 , 7 2 6 ) 8 , 2 4 3 , 8 3 5 9 ,  7 5 1 , 0 4 9 ( 1 , 5 0 7 , 2 1 4 )

1 ^

P r o d u c t  c o s t :
Mi 1 k c o s t
M i l k  t r a n s p o r t
C o n t a i n e r s  !< i n g r e d i e n t s
P r o d u c t i o n  l a b o r
R e p a i r s  b l d g  J< e q u i p m e n t
U t i l i t i e s
C h e m i c a l s
O t h e r  o p e r a t i n g  e x p e n s e s  
D e p r e c i a t i o n  b l d g  !< f i x e d  e q  
M i s c  p r o d u c t s  COS

4 8 6 . 1 6 6  
2 2 , 8 7 6  
5 8 . 2 4 4  
8 9 ,  8 6 2  
1 5 ,  1 8 8  
1 9 , 7 4 4  
6 ,  5 2 0  

( 3 , 9 8 8 )  
1 3 , 1 2 4  
2 ,  1 2 6

5 3 9 , 9 3 2  
2 5 ,  0 6 3  
8 4 , 9 9 8  
7 1 , 2 2 8  
1 3 ,  2 0 0  
1 8 , 9 6 4  
4 ,  7 3 0  
3 ,  0 2 2  

1 2 . 7 1 9  
2 ,  9 4 7 .

1 0 3 . 7 6 6  
2 ,  1 B 7  

2 6 ,  7 5 4  
< I B ,  6 3 4  ) 

( 1 , 9 8 8 )  
( 7 8 0 )  

( 1 . 7 9 0 )  
7 ,  8 1 0  

( 4 0 5 )  
. 8 2 1

5 ,  0 5 5 ,  0 8 8  
2 2 3 , 2 1 5  
6 9 3 , 3 6 3  
8 4 3 . 3 2 8  
1 4 4 , 3 1 7  
1 9 1 , 5 9 2  
5 0 , 6 1 0  
3 9 , 6 8 6  

1 3 0 , 9 1 1  
1 5 ,  7 8 4

5 .  6 2 0 .  3 2 0  
2 5 3 , 2 0 6  
8 1 3 . 6 7 8  
7 0 2 . 9 5 1  
1 3 0 , 2 0 0  
I B / ,  0 5 4  
4 6 . 6 5 5  
3 8 ,  0 3 7  

1 2 7 . 1 9 0  
2 0 , .  9 7 4

5 6 4 , 4 3 2  
2 9 . 9 9 1  

1 2 0 . 3 1 5  
( 1 4 0 , 3 7 7 )  

( 1 4 . 1 1 7 )  
( 4 , 5 3 3 )  

( 1 1 , 9 5 5 )  
( 1 . 6 4 9 )  
( 3 , 7 2 1 )  
5 ,  1 9 0

M i l k  p r o d u c t i o n  c o s t 7 0 9 , 8 6 2 B 2 7 , 6 0 3 1 1 7 , 7 4 1 7 - 3 9 6 . 6 9 5 7 ,  9 4 0 ,  2 6 5 5 4 3 , 5 7 0
C u l t u r e d  p r o d u c t  c o s t 6 4 ,  7 5 4 7 1 ,  6 5 7 6 ,  9 0 3 6 0 5 , 2 8 2 6 0 1 . 7 4 4 ( 3 , 5 3 S )
G r o s s  m a r g i n 7 4 , 7 2 2 1 3 0 ,  8 0 4 < 5 6 ,  0 8 2 ) 2 4 1 , 8 5 8 1 , 2 0 9 , 0 4 0 ( 9 6 7 . 1 8 2 '
D e l i v e r y  l a b o r  
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T h e  t i t l e  o f  S e n a t e  B i l l  472, " A n  A c t  A u t h o r i z i n g  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  to T r a n s f e r  the C r e a m e r y  
F o r m e r l y  O w n e d  b y  M a t a n u s k a  M a i d ,  I n c . " ,  is a l o t  m o r e  t h a n  
t h a t .

1. I T  IS / J O B S  B I L L  b e c a u s e  125 A l a s k a n s  a r e  d i r e c t l y  
e m p l o y e d  b y  t n e  d a i r y  i n d u s t r y .  W h e n  y o u  a d d  t h e  m u l t i p l i e r  
e f f e c t ,  a p p r o x i m a t e l y  375 A l a s k a n  j o b s  a r e  d e p e n d e n t  o n  the 
A l a s k a  d a i r y  i n d u s t r y .

2. IT_ IS T H E  L I N C H P I N  O F  T H E  D A I R Y  F A R M E R S  b e c a u s e  the 
d a i r y  f a r m e r  c a n n o t  s u r v i v e  l o n g - t e r m  u n d e r  s t a t e  m a n a g e m e n t  
a n d  o w n e r s h i p .  N o  b u s i n e s s  in f a c t  c o u l d  s u r v i v e  u n d e r  
s t a t e  m a n a g e m e n t  o n  a s u b s t a i n e d  b a s i s .

3. IT IS S U P P O R T I V E  O F  A N  A L A S K A N  C O - O P  A l a s k a  Q u a l i t y  
D a i r y ,  Inc. is a f a r m e r  o w n e d  c c - o p ,  w i t h  e q u a l  v o t e  for 

e a c h  m e m b e r ,  l a r g e  or s m a l l  p r o d u c e r ,  p o o r  o r  r i c h .  It is 
t h e  p h o e n i x  o f  t h e  o l d  M a t  M a i d  c o - o p  w h i c h  w a s  s e r v i n g  
A i a s k a n s  s i n c e  the 1 9 3 0 ' s .  A  c o - o p  b y  i t s  v e r y  s t r u c t u r e  is 
d e s i g n e d  to s e r v e  a l l  its m e m b e r s  e q u a l l y ,  b o t h  t h o s e  o f  
t o d a y  a n d  t h o s e  o f  f u t u r e  g e n e r a t i o n s .  T h e  f a r m e r s '  c o - o p  
is n o  d i f f e r e n t  t h a n  C h u g a c h  E l e c t r i c ,  M a t a n u s k a  E l e c t r i c ,  
o r  H o m e r  E l e c t r i c  a n d  the t h i n g s  t h a t  y o u  do t o d a y  as 
l e g i s l a t o r s  b e n e f i t  a l l  c o - o p  m e m b e r s  b o t h  t o d a y  a n d

g e n e r a t i o n s  to come.

4. IT IS A  C O N S U M E R  B I L L  b e c a u s e  it w i l l  c o n t r i b u t e  to 
l o w e r  m i l k  p r i c e s  a n d  a l s o  h e l p  g u a r a n t e e  a r e l i a b l e  s u p p l y  
o f  m i l k  f o r  A l a s k a n  c o n s u m e r s  in t h e  R a i l b e l t .  On two
o c c a s i o n s  t h i s  y e a r  c o n t a i n e r  s h i p  d e l a y s  l e f t  t h e  R a i l b e l t  
w i t h  o n l y  M a t a n u s k a  M a i d  to r e l y  o n  f o r  f r e s h  m i l k .

5. IT IS P R O T E C T I O N  F O R  A R L F  A S S E T S  b e c a u s e  the o n l y  w a y  
t h e  A R L F  c a n  e v e r  r e a l i z e  a r e t u r n  o f  the $ 9 , 0 0 0 , 0 0 0  it h a s  
i n v e s t e d  a t  P o i n t  M a c k e n z i e ,  o r  a r e t u r n  o n  t h e  $ 6 , 0 0 0 , 0 0 0  
it h a s  i n v e s t e d  ii the c r e a m e r y  a n d  t h e  f e e d m i l l ,  is for the 
c r e a m e r y  to b e  c o m p e t i t i v e  a n d  v i a b l e .  T h e  a s s e t s  s e c u r e d  
b y  A R L F  l o a n s  a r e  w o r t h l e s s  e x c e p t  as o p e r a t i n g  b u s i n e s s e s .

6. IT IS A N  I N V E S T M E N T  I N  A L A S K A ' S  F U T U R E  b e c a u s e  the 
p o t e n t i a l  f o r  g r o w t h  of M a t  M a i d  u n d e r  a g g r e s s i v e  m a n a g e m e n t  

is at l e a s t  d o u b l e  the c u r r e n t  27% m a r k e t  s h a r e .

7. I T  IS A  B I L L  T H A T  G E T S  G O V E R N M E N T  O U T  O F  B U S I N E S S  a n d  
p l a c e s  t h e  f a r m e r s  In b u s i n e s s , p r o v i d i n g  t h e m  w i t h  an
a b i l i t y  to c o n t r o l  t h e i r  o w n  d e s t i n y .  G o v e r n m e n t  lost

$ 8 4 4 , 1 3 5  i n  1987.
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8. I T  IS A  B I L L  T H A T  S T O P S  T H E  C O N T I N U E D  D R A I N  O N  A R L F  

A S S E T S  so t h a t  f u t u r e  f a r m e r s  w i l l  h a v e  a s o u r c e  o f  c a p i t a l .  
D u r i n g  1 9 8 7  t h e  A R L F  a d v a n c e d  $ 1 , 0 4 3 , 9 9 0  to t h e  c r e a m e r y .

9. I T  IS A  B I L L  T H A T  R E M O V E S  T H E  U N C E R T A I N T Y  O F  T H E  
C R E A M E R Y ' S  C O N T I N U E D  O P E R A T I O N  b e c a u s e  it s e t  f o r t h  a p l a n  
f o r  T3 y e a r s . T h e  c u r r e n t  u n c e r t a i n t y  r e d u c e s  t h e  f a r m e r s  
a b i l i t y  to p l a n  h i s  f u t u r e  a n d  a l s o  r e s t r i c t  the r e t a i l e r s  
a b i l i t y  to r e l y  u p o n  M a t  M a i d  f o r  a g u a r a n t e e d  l o n g - t e r m  

s o u r c e  o f  m i l k .

10. I T  IS A  B I L L  T H A T  R E M O V E S  P O L I T I C S  F R O M  T H E  C R E A M E R Y  
b e c a u s e  it e l i m i n a t e s  t h e  a b s o l u t e  c o n t r o l  o f  the c r e a m e r y  
b y  t h e  w h i m s  o f  a p o l i t i c a l l y  a p p o i n t e d  A R L F  B o a r d ,  D i r e c t o r  
o f  A g r i c u l t u r e  a n d  C o m m i s s i o n e r  o f  N a t u r a l  R e s o u r c e s .

I t h i n k  to u n d e r s t a n d  t h e  i m p o r t a n c e  o f  this b i l l  o n e  s h o u l d  
c o m p a r e  t h e  l o s t  i n t e r e s t  i n c o m e  to t h e  A R L F  v e r s u s  the 

b e n e f i t s  to t h e  A R L F ,  b o t h  c u r r e n t  a n d  f u t u r e ,  the b e n e f i t s  
t o  A l a s k a n s ,  b o t h  c u r r e n t  a n d  f u t u r e ,  a n d  t h e  b e n e f i t s  to 

t h e  d a i r y  i n d u s t r y ,  b o t h  c u r r e n t  a n d  f u t u r e .

T h e  e s t i m a t e d  f a i r  m a r k e t  v a l u e  o f  t h e  c r e a m e r y  b a s e d  u p o n  
a n  o n g o i n g  i n c o m e  a p p r o a c h  is $ 2 , 7 5 0 , 0 0 0  a c c o r d i n g  to D N R  
f i g u r e s ,  t h e r e f o r e ,  t h e  lost i n t e r e s t  to the A R L F  u n d e r  the 

c u r r e n t  b i l l  w o u l d  be:

1 9 8 9  $22.0,000
1 9 9 0  2 0 7 , 5 2 0
1 9 9 1  1 9 5 , 0 4 0
1 9 9 2  1 8 2 , 5 6 0
1 9 9 3  1 7 0 , 0 8 0

T O T A L  $ 9 7 5 , 2 0 0

$ 9 7 5 , 2 0 0  d i v i d e d  b y  5 = $ 1 9 5 , 0 4 0  a v e r a g e  i n t e r e s t  loss 

p e r  y e a r

T h e  n e t  l o s s  to t h e  A R L F  if t h e  s a l e  w e r e  at f a i r  m a r k e t  
v a l u e  a n d  i n t e r e s t  at 8% is a n  a v e r a g e  o f  $ 1 9 5 , 0 4 0  p e r  y e a r  
o v e r  5 y e a r s .  T o  p u t  t h i s  in p e r s p e c t i v e ,  t h a t  is a b o u t  10% 
o f  the D i v i s i o n  o f  A g r i c u l t u r e ' s  b u d g e t .  O n e  s h o u l d  a s k  the 
q u e s t i o n  w h i c h  c r e a t e s  the g r e a t e s t  b e n e f i t  f o r  A l a s k a  a n d  

f o r  A l a s k a  a g r i c u l t u r e ?
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T h e  b e n e f i t s  to the A R L F  a n d  A l a s k a  a r e  a p p r o x i m a t e l y  as 
f o l l o w s :

E l i m i n a t i o n  o f  l o s s e s  $ 8 4 4 , 1 3 5  x  5 x  % = $ 2 , 1 1 0 , 0 0 0

L o a n s  to A R L F  to P o i n t  M a c k e n z i e  f a r m e r s  
w h i c h  w o u l d  b e  u n c o l l e c t e d

$ 9 , 0 0 0 , 0 0 0  x %  = 4 , 5 0 0 , 0 0 0

L o s s  in A l a s k a  j o b s  d i r e c t  a n d  i n d i r e c t  

5 x  $ 2 5 , 0 0 0  x  3 7 5  = 4 6 , 8 7 5 , 0 0 0

E l i m i n a t i o n  o f  r e p l a c e m e n t  c o s t s  o f  
e q u i p m e n t  p e r  D N R  f i g u r e s
%  x  4 , 6 0 0 , 0 0 0  = 1 , 1 5 0 , 0 0 0

T O T A L  $ 5 4 , 6 3 5 , 0 0 0

$ 5 4 , 6 3 5 , 0 0 0  d i v i d e d  b y  5 y e a r s  = $ 1 0 , 9 2 7 , 0 0 0  p e r  y e a r  

b e n e f i t .

$ 1 0 , 9 2 7 , 0 0 0  B e n e f i t
1 9 5 , 0 4 0  C o s t

$ 1 0 , 7 3 1 , 9 6 0  N e t  g a i n  p e r  y e a r

$ 1 0 , 7 3 1 , 9 6 0  is m y  e s t i m a t e  o f  the m i n i m a l  n e t  g a i n  b e c a u s e  
it t a k e s  i n t o  a c c o u n t  n o  g r o w t h  in m a r k e t  s h a r e .  A  n o r m a l  
s t a t e  e x p e n d i t u r e  s u c h  as y o u r  j o b s  b i l l  o f  $ 7 5 , 0 0 0 , 0 0 0  w i l l  
c r e a t e  l e s s  b e n e f i t  to A l a s k a n s  t h a n  t h e  $ 1 9 5 , 0 4 0  t h a t  t h i s  
b i l l  c o s t s  t h e  A R L F  p e r  year. T h e  c o s t  p e r  j o b  o f  t h e

1 9 5 , 0 4 0  is a b o u t  5 0 0 . 0 0  p e r  j o b  p e r  y e a r .  T o  p u t  it a n o t h e r  
w a y ,  the $ 1 9 5 , 0 4 0  is a b o u t  25% o f  t h e  A R L F ' s  a d m i n i s t r a t i v e  
c o s t s  p e r  y e ar. O n e  s h o u l d  a s k  w h i c h  c r e a t e s  t h e  g r e a t e s t  
b e n e f i t  f o r  A l a s k a n s  a n d  f o r  A l a s k a  a g r i c u l t u r e ?

I w o u l d  a l s o  t e l l  y o u  t h a t  I b e l i e v e  t h a t  d a i r y  f a r m i n g  c a n  
w o r k  in A l a s k a  a n d  t h a t  I b e l i e v e  t h a t  l o n g - t e r m  a g r i c u l t u r e  
c a n  p l a y  a n  i m p o r t a n t  r o l e  in A l a s k a ' s  f u t u r e .  I w o u l d  l i k e  
to e n d  b v  a s k i n g  y o u r  s u p p o r t  for S e n a t e  B i l l  4 7 2  a n d  r e m i n d  
y o u  t h a t  the s p i r i t  o f  a s s i s t i n g  a g r i c u l t u r e  w h i c h  I a m  
a s k i n g  y o u  f o r  t o d a y  t r a c e s  its i d e o l o g y  b a c k  to o u r  
c o u n t r y ' s  f o r m a t i o n  w h e n  W a s h i n g t o n  s a i d  o n  D e c e m b e r  6, 1 7 9 6  

in h i s  f i n a l  a n n u a l  a d d r e s s  to C o n g r e s s :

"... w i t h  r e f e r e n c e  e i t h e r  to i n d i v i d u a l  o r  n a t i o n a l  
w e l f a r e ,  a g r i c u l t u r e  is o f  p r i m a r y  i m p o r t a n c e .  In 
p r o p o r t i o n ,  as n a t i o n s  a d v a n c e  i n  p o p u l a t i o n  a n d  o t h e r  
c i r c u m s t a n c e s  o f  m a t u r i t y ,  t h i s  t r u t h  b e c o m e s  m o r e  
a p p a r e n t ,  a n d  r e n d e r s  the c u l t i v a t i o n  o f  the s o i l  m o r e  

a n d  m o r e  a n  o b j e c t  o f  p u b l i c  p a t r o n a g e . "
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SPONSOR STATEMENT ON CS SB 472 (Resources!

What would CSSB 472 do?
1. Directs DNR to enter into a one-year lease with a 

dairy producers' cooperative for management and operation of 
the Matanuska Maid Creamery.

2. Legislative intent is that a lease be in effect by 
July 1, 1989.

3. Monthly lease payment is equal to $.50 per 
hundredweight of milk processed or $13,000, whichever is 
greater.

4. Lease is renewable annually for 14 years, if lessee 
complies with health and quality standards as well as other 
terms of the lease, and has managed the Creamery 
economically, profitably and efficiently.

5. if Creamery is successfully operated for ten years, 
DNR shall offer to sell it to the lessee.

6. The lease payments shall be applied toward the 
purchase price.

7. Sale price for the building is set at fair market 
value at the time the lease is initiated; price for the land 
is set at the time sale is requested.

Why is this bill necessary?
1. Many have asked why the State is in the dairy 

business. This bill develops a rational process to transfer 
it to private industry.

2. Since the State's purchase of the Creamery in 1984, 
the Agricultural Revolving Loan Fund in DNR has pumped 
$2,914,788 into the Creamery. The purpose of this bill is to 
remove that continuing financial drain.

3. DNR is currently working with Alaska Dairy Inc. (a 
subsidiary of the milk producers coop) to fashion a trial 
lease to manage the Creamery for one year. This trial, under 
DNR's watch, provides a smooth transition into the process set 
forth in SB 472. This bill provides the needed incentive and 
stability for the private sector to enter into this 
enterprise.

W H IL E  IN J UN E A U  
P.O. BOX V 

J UN E A U , A L A S K A  9 9 B I  I 
( 9 0 7 ) 4 8 3 - 4 3 2 3

House Resources 
April 27, 1986

X X X
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STEVE COWPER, GOVERNOR

M a r c h  11/ 1988

T h e  H o n o r a b l e  J a c k  C o g h i l l  
C h a i r m a n ,  S e n a t e  R e s o u r c e  C o m m i t t e e  

P.O. B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

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

S u b j e c t :  S e n a t e  B i l l  472, w h i c h  w o u l d  a u t h o r i z e  t h e
c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  to t r a n s f e r  c e r t a i n  a s s e t s  
f o r m e r l y  o w n e d  b y  M a t a n u s k a  M a i d ,  Inc.

P o s i t i o n : T h e  D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  s u p p o r t s  t h e
c o n c e p t  o f  r e t u r n i n g  t h e  M a t a n u s k a  M a i d  c r e a m e r y  a n d  f e e d  
m i l l  to t h e  p r i v a t e  s e c t o r ,  b u t  is u n a b l e  t o  s u p p o r t  t h i s  

b i l l  for a n u m b e r  o f  r e a s o n s :

o T h i s  b i l l  r e q u i r e s  t h e  d e p a r t m e n t  t o  e n t e r  a l e a s e /  
p u r c h a s e  c o n t r a c t  w i t h  a c o o p e r a t i v e  o f  d a i r y  p r c -  

/  d u c e r s  b u t  m a k e s  n o  p r o v i s i o n  f o r  p r o t e c t i n g  s t a t e ,
"V A R L F .  o r n o n - d a i r y  f a r m  p u b l i c  i n t e r e s t s ,  o r t h e

i n t e r e s t s  o f  d a i r y  p r o d u c e r s  w h o  a r e  n o t  i n  c o n t r o l  of 
t h e  c o o p e r a t i v e .  T h e  d e p a r t m e n t  a n d  t h e  A g r i c u l t u r a l  
R e v o l v i n g  L o a n  F u n d  (ARLF) B o a r d  c u r r e n t l y  h a v e  t h e  

a u t h o r i t y  a n d  t h e  r e s p o n s i b i l i t y  t o  s e l l  o r  l e a s e  t h e  
M a t a n u s k a  M a i d  C r e a m e r y  a n d  f e e d  m i l l  u n d e r  t e r m s  a n d  

c o n d i t i o n s  t h a t  a r e  in t h e  b e s t  i n t e r e s t s  o f  t h e  s t a t e ,  
t h e  A R L F  a n d  t h e  a g r i c u l t u r a l  c o m m u n i t y .

o T h e  $1 p e r  y e a r  l e a s e / p u r c h a s e  o p t i o n  e s t a b l i s h e d  by 
t h i s  b i l l  m a k e s  no p r o v i s i o n  f o r  a s h a r e  o f  a n y  r e v e n u e  
f r o m  t h e  c r e a m e r y  o r  f e e d  m i l l  to b e  r e t u r n e d  to t h e  

A R L F .

o T h e  c o n t r a c t  r e q u i r e d  by t h i s  b i l l  w o u l d  p r e v e n t  
o t h e r  i n t e r e s t e d  p a r t i e s  f r o m  p u r c h a s i n g  t h e  c r e a m e r y  
f o r  a p e r i o d  of t w e n t y  y e a r s ,  w i t h  r.o g u a r a n t e e  t h a t  
t h e  d a i r y  c o o p e r a t i v e  w o u l d  p u r c h a s e  t h e  f a c i l i t i e s  
d u r i n g  t h a t  time.



o T h e  c o n t r a c t  r e q u i r e d  by t h i s  b i l l  i n c l u d e s  no 
p r o v i s i o n s  f o r  a s s u r i n g  t h a t  t h e  c r e a n e r y  a n d  f e e d  m i l l  

\y a r e  m a n a g e d  e c o n o m i c a l l y ,  a n d  n o  m e c h a n i s m  f o r  t e r m i -  
n a t i n g  a l e a s e  o r  d e n y i n g  i t s  r e n e w a l  b e c a u s e  of 
m i s m a n a g e m e n t . Y e t  t h e  b i l l  r e q u i r e s  t h e  s t a t e  t o  
l e a s e  to a c o o p e r a t i v e  r e g a r d l e s s  o f  its a b i l i t y  to 
m a n a g e .

o T h e  b i l l  d o e s  n o t  c l e a r l v  s t a t e  w h i c h  M a t a n u s k a  
M a i d ,  Inc. a s s e t s  w i l l  be t r a n s f e r r e d  t o  a c o o p e r a t i v e ; 

w i l l  the r e a l  p r o p e r t y ,  f a c i l i t i e s ,  e q u i p m e n t ,  a c c o u n t s  

r e c e i v a b l e ,  c a s h  a n d  i n v e n t o r y  a l l  b e  t r a n s f e r r e d  to 
t h e  l e s s e e  f o r  $1 p e r  y e a r ?  If so, h o w  d o e s  o n e  l e a s e  
c a s h ,  a c c o u n t s  r e c e i v a b l e  a n d  i n v e n t o r y ?

o T h e r e  is n o  e x i s t i n g  c o o p e r a t i v e  e l i g i b l e  to l e a s e  
t h e  f e e d  m i l l .  T h i s  b i l l  i n v i t e s  t h e  h a s t y  o r g a n i z a­
t i o n  of g r o u p s  t h a t  h a v e  n o  m a n a g e m e n t  e x p e r i e n c e  b u t  
a r e  e a g e r  to t a k e  a d v a n t a g e  o f  "-he $1 p e r  y e a r  l e a s e /  

p u r c h a s e  t e r m s .

A s  y o u  k n o w ,  t h e  s t a t e  w o u l d  l i k e  to s e l l  t h e  c r e a m e r y  a n d  
f e e d  m i l l  to a b u y e r  w h o  w i l l  c o n t i n u e  t h e  o p e r a t i o n s .  B u t  
t h e  t e r m s  of s a l e  s h o u l d  b e  in t h e  p u b l i c ' s  b e s t  i n t e r e s t  as 
w e l l  as t h e  p u r c h a s e r ' s  a n d  p r o t e c t  t h e  i n t e r e s t s  of a l l  

p r o d u c e r s  w h o  m a y  w i s h  to h a v e  m i l k  p r o c e s s e d  at t h e  

c r e a m e r y .

R e c o m m e n d a t i o n : If t h e  L e g i s l a t u r e  d e t e r m i n e s  t h a t  r e q u i r­
ing the d e p a r t m e n t  to l e a s e  t h e  c r e a m e r y  a n d  f e e d  m i l l  (with 
a 20 y e a r  p u r c h a s e  o p t i o n  a t  1 9 8 8  p r i c e s )  to o n e  p a r t i c u l a r
g r o u p  is in t h e  b e s t  i n t e r e s t s  o f  t h e  p e o p l e  o f  A l a s k a ,  w e
r e c o m m e n d  t h a t  a d d i t i o n a l  c o n d i t i o n s  b e  p l o c e d  in t h e  l e a s e  
a g r e e m e n t  to e n s u r e  t h a t  t h e  c r e a m e r y  a n d  f e e d  m i l l  a r e  
e c o n o m i c a l l y  m a n a g e d  a n d  t h a t  p u b l i c  f u n d s  i n v e s t e d  in the 
f a c i l i t i e s  a n d  p r o p e r t y  a r e  r e g u l a r l y  r e t u r n e d  to the A R L F .

W e  a l s o  r e c o m m e n d  t h a t  if a p u r c h a s e  o p t i o n  is e x e r c i s e d  by 
the l e s s e e ,  the p u r c h a s e  p r i c e  b e  t h e  f a i r  m a r k e t  v a l u e  at
t h e  t i m e  o f  sale. A l t e r n a t i v e l y ,  t h e  f a c i l i t y  c o u l d  b e  s o l d
s u b j e c t  t o  t h e  c o n d i t i o n  t h a t  it b e  u s e d  for p r o c e s s i n g  
d a i r y  p r o d u c t s .  T h i s  w o u l d  h e l p  p r o b e c t  t h e  i n t e g r i t y  of 
t h e  A R L F  a n d  t h e  d a i r y  i n d u s t r y  by e n s u r i n g  t h a t  t h e  p u r c h ­
a s e r  is i n t e r e s t e d  in c o n t i n u i n g  c r e a m e r y  o p e r a t i o n s  a n d  
d e v e l o p i n g  a v i a b l e  b u s i n e s s  r a t h e r  t h a n  s p e c u l a t i n g  o n  
d o w n t o w n  A n c h o r a g e  a n d  P a l m e r  r e a l  e s t a t e .
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S e n a t o r  C o g h i i i  M a r c h  11, 19 8 8

I  h a v e  e n c l o s e d  b a c k g r o u n d  i n f o r m a t i o n  a b o u t  t h e  s t a t e ' s  
a s s u m p t i o n  o f  t h e  r c r m e r  M a t a n u s k a  M a i d ,  I n c .  b u s i n e s s .
P ■e a s e  let i,\c K n o w  if 1 n a v  p r o v i d e  a d d i t i o n a l  i n f o r m a t i o n  

a b o u t  t h i s  m a t t e r .

i n c e r e l y ,

f a i t h  M. B r a d y  J,

s  i
Judi-i. i-. ■—
d o m m i s s i ' n e r  i \J  \E n c l o s u r ec c :  S p o n s o r s

3 o b  E v a n s  

R o d  S w o p e  
M a r k  W e a v e r



ALASKA STATE SENATE

JOE P. JOSEPH* 
d i s t r i c t  h  A N C H O F I 

311 I C STREET, S U IT t  
ANC HORAGE. A LA SK A  9 9 3 0 3  

(9 0 7 )  3 6 I-7 S T  I

W H IL E  IN JUN EAU  
P O BOX V 

JUNEAU. A L A S K A  99 811 
(9 0 7 )  4 6 3 * 4 3 2 3

March 22, 1988

Judy Brady, Commissioner 
Department of Natural Resources 
400 Willoughby Ave.
Juneau, Alaska 99801

Dear Commissioner Brady:

I would like to thank you for meeting with Senator Coghill and 
myself last week on Senate Bill 472, the bill addressing the 
lease-purchase of the Matanuska Maid creamery. I believe your 
input was helpful in fashioning a better bill, and that many 
of your ideas are reflected in the Senate Resources 
substitute.

I am enclosing a copy of that substitute, a^ong with the 
Committee's Letter of Intent. I invite you to continue to 
offer criticisms, additions and deletions as we proceed along 
the legislative path of this bill.

The bill is up before Senate Finance this Thursday, and I 
would be happy to talk with you further on any concerns you 
may have.

With best wishes, I am

Sincerely,

Joe P. Josephson 
State Senator

JPJ:jdf
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i!/ THE LEGISLATURE
BUDGET AND AUDIT COMMITTEE

AUDIT DIVISION  
P.O. BOX W
JUNEAU, ALASKA 99 81 1 -33 00

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

M e m b e r s  o f  t h e  L e g i s l a t i v e  B u d g e t  
a n d  A u d i t  C o m m i t t e e :

In a c c o r d a n c e  w i t h  a L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e  
s p e c i a l  r e q u e s t  a n d  t h e  p r o v i s i o n s  o f  T i t l e  24 o f  t h e  A l a s k a  
S t a t u t e s ,  t h e  a t t a c h e d  r e p o r t  is s u b m i t t e d  f o r  y o u r  r e v i e w .

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

P O I N T  M A C K E N Z I E  A G R I C U L T U R E  P R O J E C T  
M A T A N U S K A  M A I D  D A I R Y

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

A u d i t  C o n t r o l  N u m b e r  

1 0 - 4 2 9 3 - 8 8 - S

A
R a n d y  S / W e l k e r ,  C P A  
A c t i n g  L e g i s l a t i v e  A u d i t o r  

D i v i s i o n  o f  L e g i s l a t i v e  A u d i t
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PURPOSE OF THE R EPORT

I n  a c c o r d a n c e  w i t h  a L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e  
r e q u e s t  a n d  T i t l e  24 o f  t h e  A l a s k a  S t a t u t e s ,  t h i s  s p e c i a l  
r e p o r t  h a s  b e e n  p r e p a r e d  to d o c u m e n t  M a t a n u s k a  M a i d  D a i r y ' s  

m a r k e t i n g  e f f o r t  a n d  t h e  S t a t e  o f  A l a s k a ' s  i n v o l v e m e n t  in 
t h e  P o i n t  M a c K e n z i e  a g r i c u l t u r e  p r o j e c t .

STA TE  O F  A L A S K A -1- D I V I S I O N  O F  L E G I S L A T I V E  A U D IT



A U D I T O R ' S  C O N C L U S I O N

In 1979 an admi nistrative and legislative decision was made 
to salvage the dairy industry of southcentral Alaska through 
the development of a dairy project at Point MacKenzie. The 
economic feasibility of tho project was based on assumptions 
d e v e loped  from existing M a t a n u s k a - S u s i t n a  V alley dairy farms 
and a small test plot at Point MacKenzie. A  plan was d e v e l­
oped utili z i n g  the small, family- run farm concept, state 
p r o v ision of infrastructure (roads, electricity, educational 
facilities), low interest loans, deferred payments, and land 
at less than market value. It was recognized at the time 
that the economic feasibility of the project was q u e s t i o n­
able. As stated in a 1980 study b y  the Office of Manageme nt 
and Budget: "Any combination of earlier interest payments,
h i g h e r  interest rates, h i g h e r  construction costs and/or 
lower than require d m i l k  p r o d u c t i o n  will substantially alter 
the time r e q u i r e d  before o perations are financially s o u n d . .. 
The m a r g i n  for costly mistakes is minima l."

As discussed  in the following sections of this report, 
m i s t a k e s  w e r e  made. The p r o j e c t  has also been affected by 
circum stances unfor e s e e n  in 1980 such as technological 
innovations in shipping w h i c h  allowed competitors to ship 
m i l k  to A l a s k a  faster a nd cheaper, the bankruptcy of the 
only c r e a mery m a rket for p r o ject m i l k  -- Matanus ka M a i d  and 
the subsequent r eputatio n and m a r k e t  share loss resulting 
from that bankruptcy, and the decline in population in 
southcentral Alaska in recent y e a r s .

The result has been that of the original nineteen dairy 
parcels sold, eight are producing, all of w h i c h  are c u r r e n t­
ly delinquent on state loans. Those eight dairies are 
m e e t i n g  the pro du c t i o n  expectations for the entire project; 
however, at current p r o d u c t i o n  levels and at current m i l k  
prices all farms are not yet e c o n o m i c a l l y  viable. The 
M a t a n u s k a  M a i d  creamery is in state ownership, run by 
contract ed management. A l t h o u g h  M a t a n u s k a  M a i d  pays n o  debt 
service and sales in 1987 w e r e  in excess of $12,000,000, the 
dairy o p e rat ed at a loss of $850,000, prima rily due to state 
p o l i c y  decisions to purchas e m o r e  m i l k  than demand r e q u ired 
at a h i g h e r  than market price.

T hese questions then arise: Can the dairy industry in
southcentral A laska be e c o n o m i c a l l y  viable? If not, should 
the State continue to support the industry for other social 
and econom ic reasons? The answers to these questions depend 
on a d m i n i s t r a t i v e  and legislative poli cy decisions which 
n e e d  to be made. For all project farms to become viable, 
p r o d u c t i o n  levels and/or r a w  m i l k  prices must increase. For 
M a t a n u s k a  M a i d  dairy to become viable, prices paid to the 
producers must be m o d i f i e d  b a s e d  on m arket conditions. In 
brief, the road to economic v i a b i l i t y  in the current policy 
climate is increased demand or reduced n umber of suppliers.

ST A T E  O r  A L A S K A -3- D I V I S I O N  O F  L E G I S L A T I V E  AU D IT



A n  i n c r e a s e d  d e m a n d  for l o c a l  d a i r y  p r o d u c t s  w o u l d  g r e a t l y  
a i d  b o t h  t h e  f a r m e r ’s and t h e  c r e a m e r y ' s  a b i l i t y  to prosper. 
A s  d i s c u s s e d  in t h i s  r e p o r t ,  M a t a n u s k a  M a i d  is e m p l o y i n g  a 
n u m b e r  o f  m a r k e t i n g  s t r a t e g i e s  a i m e d  a t  i n c r e a s i n g  m a r k e t  

s h a r e .  T h e r e  a r e  a l s o  s e v e r a l  p i e c e s  o f  l e g i s l a t i o n  w h i c h  
h a v e  b e e n  o r  a r e  c u r r e n t l y  b e i n g  c o n s i d e r e d  to e n c o u r a g e  
t h i s  to o c c u r .  T h e  1987 L e g i s l a t i v e  S e s s i o n  s a w  the p a s s a g e  
o f  a b i l l  g i v i n g  a s e v e n  p e r c e n t  l o c a l  b i d d e r s  p r e f e r e n c e  
f o r  a g r i c u l t u r a l  p r o d u c t s  b e i n g  p u r c h a s e d  w i t h  S t a t e  funds. 
T h i s  l e g i s l a t i o n  s h o u l d  b r i n g  c o n t r a c t s  w i t h  l a r g e  p u r c h a s­
er s  o f  d a i r y  p r o d u c t s ,  s u c h  a s  s c h o o l  d i s t r i c t s  a n d  P i o n e e r  
H o m e s ,  w i t h i n  M a t - M a i d ' s  r e a c h .  L e g i s l a t i o n  b e i n g  c o n­
s i d e r e d  i n c l u d e s  S B  105 e s t a b l i s h i n g  a s t a n d a r d i z e d  m e t h o d  
o f  d a t e - l a b e l i n g  m i l k  p r o d u c t s  w h i c h  c o u l d  a l s o  f a v o r a b l y  

i m p a c t  d e m a n d .

I f  d e m a n d  d o e s  n o t  i n c r e a s e ,  t h e  n u m b e r  o f  s u p p l i e r s  w i l l  
d e c l i n e .  I n e f f i c i e n t  or m a r g i n a l  d a i r y  o p e r a t i o n s  w i l l  
d e c l a r e  b a n k r u p t c y  or be f o r e c l o s e d  o n  b y  t h e i r  p r i m a r y  

c r e d i t o r ,  t h e  A g r i c u l t u r a l  R e v o l v i n g  L o a n  F u n d  (ARLF). T h e  
r e s u l t  w i l l  b e  a h a n d f u l  o f  l a r g e ,  w e l l - m a n a g e d  d a i r y  farms 
m e e t i n g  d e m a n d .  T h e  S t a t e  c o u l d  t h e n  a t t e m p t  to r e c a p t u r e  

i n v e s t m e n t  t h r o u g h  s a l e  of t h e  a s s e t s .

S h o u l d  v i a b i l i t y  n o t  o c c u r  a s  a r e s u l t  o f  t h e s e  actions, 
p o l i c y  m a k e r s  a l s o  h a v e  the o p t i o n  to c o n t i n u e  s t a t e  s u pport 
o f  t h e  d a i r y  i n d u s t r y  in s o u t h c e n t r a l  A l a s k a  f o r  o t h e r  v a l u e  
r e c e i v e d .  A d v o c a t e s  of t h i s  v i e w  p o i n t  to t h e  f o l l o w i n g  
b e n e f i t s :  A l a s k a n  s e l f - s u f f i c i e n c y ;  p r e s s u r e  o n  c o m p e t i t o r s  
to p r o v i d e  b e t t e r  q u a l i t y  p r o d u c t s  at l o w e r  p r i c e s ;  jobs for 

a p p r o x i m a t e l y  1 5 0  A l a s k a n s ;  a c c e s s  to f r e s h ,  q u a l i t y  p r o­
du c e ;  a n d  i n v e s t m e n t  p r o t e c t i o n .  S e v e r a l  o c c u r r e n c e s  in 
1 9 8 7  l e n t  c r e d e n c e  to some o f  t h e s e  a r g u m e n t s .  In D e c e m b e r  
o f  1 9 8 7  s h i p m e n t s  o f  d a i r y  p r o d u c t s  f r o m  t h e  W a s h i n g t o n  a r e a  
w e r e  i n t e r r u p t e d  w h i c h  c o u l d  h a v e  r e s u l t e d  i n  a s h o r t a g e  o f  
f r e s h  p r o d u c t s  to t h e  c o n s u m e r  h a d  M a t - M a i d  n o t  b e e n  able to 
m e e t  t h e  i n c r e a s e d  demand. D i v i s i o n  o f  A g r i c u l t u r e  p e r­
s o n n e l  a l s o  c l a i m e d  that t h e  i n t r o d u c t i o n  o f  M a t - M a i d  y o g u r t  

to the m a r k e t  r e s u l t e d  in a r e d u c e d  p r i c e  o f  c o m p e t i t i v e  
p r o d u c t s  b y  m a j o r  r e t a i l e r s .

T h e  S t a t e  h a s  a n  i n v e s t m e n t  o f  a p p r o x i m a t e l y  $ 2 0 , 0 0 0 , 0 0 0  
i n  the d a i r y  i n d u s t r y  at P o i n t  M a c K e n z i e .  T h a t  i n v e s t m e n t  
is c o m p r i s e d  o f  a n  i n v e s t m e n t  in M a t a n u s k a  M a i d  D a i r y  o f  
$ 6 , 0 0 0 , 0 0 0 ,  ( $ 3 , 0 0 0 , 0 0 0  in l o a n s  p r i o r  to f o r e c l o s u r e  a n d
a n  e q u a l  a m o u n t  i n  c o n t r i b u t e d  c a p i t a l  a n d  o p e r a t i n g  funds 
s i n c e  t h a t  t i m e ) ;  $ 1 1 , 0 0 0 , 0 0 0  i n  l o a n s  i n c l u d i n g  l a n d  c l e a r­
ing, c h a t t e l ,  f a r m  d e v e l o p m e n t  a n d  o p e r a t i n g ;  $ 1 , 3 0 0 , 0 0 0  for 

r o a d  s u r v e y  a n d  c o n s t r u c t i o n ;  a n d  $ 3 , 0 0 0 , 0 0 0  f o r  e l e c t r i f i­
c a t i o n .  O t h e r  i n d i r e c t  c o s t s  h a v e  b e e n  a s s o c i a t e d  w i t h  the 
p r o j e c t  in t h e  f o r m  o f  l o a n  m o r a t o r i u m s ,  i n v e s t m e n t  in m e a t  
p r o c e s s i n g  f a c i l i t i e s  to p r o c e s s  c u l l  c o w s  a n d  t h e  sale of 

S t a t e  l a n d  a t  l e s s  t h a n  m a r k e t  v a l u e .
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U n l e s s  d e m a n d  i n c r e a s e s  s u b s t a n t i a l l y ,  a d e c i s i o n  to e n s u r e  
p r o f i t a b i l i t y  f o r  a l l  e x i s t i n g  P o i n t  M a c K e n z i e  d a i r y  farms 
w i l l  r e q u i r e  c o n t i n u e d  s u b s i d i z a t i o n .  T h o s e  s u b s i d i e s  m i g h t  

b e  s e e n  t h r o u g h  p r i c e  supports s u c h  as t h o s e  w h i c h  r e s u l t e d  
i n  M a t a n u s k a  M a i d ' s  $ 8 0 0 , 0 0 0  o p e r a t i n g  lo s s  i n  1987; p r o d u c­
t i o n  c r e d i t s  f o r  d a i r y  pr o d u c t s  a s  p r o p o s e d  in H B  4 1 $  w h i c h  
D i v i s i o n  o f  A g r i c u l t u r e  p e r s o n n e l  p r e d i c t  w o u l d  c o s t  an 
a v e r a g e  o f  $ 8 0 0 , 0 0 0  p e r  year; or f u r t h e r  p o s t p o n e m e n t  a n d / o r  
r e s t r u c t u r i n g  o f  i n s t a l l m e n t  debt.
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H I S T O R Y  OF THE POINT MACKENZIE A G R I C U L T U R E  P R OJEC T

Co n c e p t  O r i g i n a t i o n

T h e  P o i n t  M a c K e n z i e  a g r i c u l t u r e  p r o j e c t  m a t e r i a l i z e d  w h e n  
two m a j o r  e c o n o m i c  s i t u a t i o n s  c o i n c i d e d ,  t h e  d e c l i n e  in t h e  
n u m b e r  o f  c o m m e r c i a l l y  o p e r a t e d  A l a s k a n  d a i r i e s  a n d  t h e  
i m p l e m e n t a t i o n  b y  t h e  S t a t e  o f  an a g g r e s s i v e  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 g r a m .

The M a t a n u s k a  V a l l e y ,  t h e  c e n t e r  o f  t h e  s t a t e ' s  d a i r y  
i ndustry, h a d  s u p p o r t e d  t h e  p r o d u c t i o n  d e m a n d s  o f  t h e  
se v e r a l  s m a l l  c r e a m e r i e s  f r o m  its d e v e l o p m e n t  i n  t h e  1 9 4 0 s  
u n t i l  t h e  1 9 7 0 s .  B y  th i s  t i m e  one c r e a m e r y ,  M a t a n u s k a  M a i d ,  
h a d  e x p a n d e d  c o n s i d e r a b l y  a n d  b e c o m e  t h e  p r i n c i p a l  p r o d u c e r  
of A l a s k a n  d a i r y  p r o d u c t s .  H owever, a l t h o u g h  p r o d u c t i o n  
c a p a b i l i t i e s  h a d  e x p a n d e d ,  s u p p l y  was d w i n d l i n g .  P o p u l a t i o n  
g r o w t h  a n d  d e v e l o p m e n t  p r e s s u r e  in the V a l l e y  w a s  r e s u l t i n g  
in m a n y  f a r m s  b e i n g  s o l d  f o r  c o m m e r c i a l ,  r e s i d e n t i a l ,  a n d  
i n d u s t r i a l  d e v e l o p m e n t  p u r p o s e s .

M a t a n u s k a  M a i d  D a i r y  m a n a g e m e n t  a n d  a r d e n t  s u p p o r t e r s  o f  a 
local d a i r y  i n d u s t r y  t u r n e d  to the S t a t e  f o r  a s s i s t a n c e .  
T h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  h a d  a l r e a d y  e m b a r k e d  o n  
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 g r a m  f o r  t h e  p u r p o s e  o f  
c r e a t i n g  a  r e n e w a b l e  r e s o u r c e  base. T h a t  p r o g r a m  w a s  
i n a u g u r a t e d  i n  1 9 7 8  w i t h  t h e  D e l t a  B a r l e y  P r o j e c t .  T h e  
c o n c e p t  o f  a  s t a t e - s p o n s o r e d  d a i r y  p r o j e c t  w a s  s u g g e s t e d  a n d  
q u i c k l y  g a t h e r e d  p o l i t i c a l  s u p p o r t .

T h e  P o i n t  M a c K e n z i e  a r e a ,  t h e n  in M a t a n u s k a - S u s i t n a  B o r o u g h  
o w n e r s h i p ,  w a s  r e c o m m e n d e d  b e c a u s e  of t h e  s i z e  a n d  l o c a t i o n  
of the p a r c e l  a n d  t h e  f e a s i b i l i t y  of d e v e l o p i n g  t h a t  p a r ­
ticular a r e a  as r e c o m m e n d e d  in a U n i v e r s i t y  o f  A l a s k a  s t u d y  
e n t i t l e d  P o t e n t i a l  M i l k  P r o d u c t i o n  in t h e  P t .  M a c K e n z i e  A r e a  
of S o u t h c e n t r a l  Alaska"! L e g i s l a t i v e  a c t i o n  w a s  t a k e n  i n  t h e  
f o r m  of c r e a t i n g  t h e  A g r i c u l t u r a l  A c t i o n  C o u n c i l  w i t h i n  t h e  

O f f i c e  o f  t h e  G o v e r n o r  to c o o r d i n a t e  the s t a t e ' s  a g r i c u l t u r ­
al p r o g r a m s  a n d  f u n d i n g  f o r  t h e  i m p l e m e n t a t i o n  o f  t h e  P o i n t  
M a c K e n z i e  p r o j e c t .

P r o j e c t  I m p l e m e n t a t i o n

T h e  p l a n n i n g  p h a s e  b e g a n  d u r i n g  the s u m m e r  o f  1 9 8 0  a n d  
c o n t i n u e d  t h r o u g h  t h e  s p r i n g  o f  1981. T h e  M a t a n u s k a - S u s i t n a  
B o r o u g h  r e l i n q u i s h e d  l a n d  r i g h t s  to the S t a t e .  A  n u m b e r  o f  
state a g e n c i e s  w e r e  i n v o l v e d  i n  the i m p l e m e n t a t i o n  p h a s e  

i n c l u d i n g  t h e  A g r i c u l t u r a l  A c t i o n  C o u n c i l ,  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 ,  a n d  a n u m b e r  o f  d i v i s i o n s  o f  t h e  D e p a r t ­
m e n t  of N a t u r a l  R e s o u r c e s  i n c l u d i n g  F o r e s t ,  L a n d  a n d  W a t e r  

M a n a g e m e n t ,  A g r i c u l t u r e  a n d  T e c h n i c a l  S e r v i c e s .
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I m p l e m e n t a t i o n  w a s  h a m p e r e d  s o m e w h a t  b y  c o n f l i c t s  a n d  
c o n f u s i o n  in t h e  r o l e s  e a c h  o f  t h e s e  a g e n c i e s  w e r e  to p l a y .  

W h i l e  p l a n n i n g  o v e r s i g h t  r e m a i n e d  t h e  r e s p o n s i b i l i t y  o f  the 
A g r i c u l t u r a l  A c t i o n  C o u n c i l  a n d  p r o j e c t  f u n d i n g  w a s  c o n ­
t r o l l e d  b y  t h a t  C o u n c i l ,  it d i d  n o t  p o s s e s s  t h e  s t a t u t o r y  
a u t h o r i t y  f o r  c a r r y i n g  o u t  t h e  m a n d a t e .  C o o r d i n a t i o n  w i t h  
a p p r o p r i a t e  s t a t e  a g e n c i e s ,  p r i m a r i l y  tae 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 ,  w a s  e n v i s i o n e d .  T h e  c o n f l i c t  w h i c h  
r e s u l t e d  n o t  o n l y  b e t w e e n  t h e  C o u n c i l  a n d  t h e  D e p a r t m e n t ,  

b u t  w i t h i n  d i v i s i o n s  w i t h i n  t h e  D e p a r t m e n t ,  c o n t r i b u t e d  to 
c o m p l a i n t s  a n d  p r o b l e m s  w i t h  p r o g r a m  i m p l e m e n t a t i o n .

O n e  s u c h  p r o b l e m  r e v o l v e d  a r o u n d  t h e  i s s u e  o f  p r e q u a l i f i c a ­
tio n .  W h i l e  t h e  D e p a r t m e n t  r e c o m m e n d e d  a s t r e a m l i n e d  p r e ­
q u a l i f i c a t i o n  p l a n ,  t h e  C o u n c i l  o p t e d  f o r  a m o r e  d e t a i l e d  
r e g i m e n  i n c l u d i n g  t r a i n i n g  a n d  e d u c a t i o n  c r i t e r i a  a n d  f a r m  
d e v e l o p m e n t  p l a n s .  A n o t h e r  p r o b l e m  a r o s e  f r o m  the q u e s t i o n  
o f  l a n d  c l e a r i n g  a n d  t i m b e r  u t i l i z a t i o n  o n  t h e  p a r c e l s  b e i n g  
o f f e r e d  for l o t t e r y .  T h e  D i v i s i o n  o f  F o r e s t ,  L a n d  a n d  W a t e r  
M a n a g e m e n t  d e s i r e d  a t w o - y e a r  t i m b e r  s a l v a g e  p r o g r a m  w h i l e  
t h e  C o u n c i l  p r o c e e d e d  w i t h  a n  e x p e r i m e n t a l  l a n d  c l e a r i n g  
t e c h n i q u e ,  t h e  c h a i n i n g  m e t h o d .  T h e  C o u n c i l ' s  a c t i o n s  
r e s u l t e d  in an a t t e m p t  to s t o p  t h e  l a n d  d i s p o s a l ,  b o t h  f o r  
t h e  w a s t e  o f  t h e  t i m b e r  r e s o u r c e  a n d  t h e  p r e q u a l i f i c a t x o n  
r e q u i r e m e n t s .

T h e  r e s u l t  w a s  a n  o u t - o f - c o u r t  s e t t l e m e n t  r e g a r d i n g  t h e  
t i m b e r  a n d  a t e m p o r a r y  c o u r t  o r d e r  w h i c h  a l l o w e d  t h e  l o t t e r y  
to h a p p e n  as s c h e d u l e d  o n  M a r c h  6, 1 9 8 1  c o n d i t i o n a l  o n  n o  

l a n d  e x c h a n g i n g  h a n d s .  A  f i n a l  c o u r t  o r d e r  i s s u e d  i n  M a y  of 

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

T h e  d e c i s i o n  w a s  m a d e  b y  t h e  A g r i c u l t u r a l  A c t i o n  C o u n c i l  to 
p r o c e e d  w i t h  a  s e c o n d  l o t t e r y  w i t h o u t  p r e q u a l i f y i n g  t h e  
a p p l i c a n t s .  T h a t  l o t t e r y  w a s  h e l d  o n  S e p t e m b e r  11, 1982. 
A t  t h a t  t i m e  a g r i c u l t u r a l  i n t e r e s t  i n  t w e n t y - n i n e  p a r c e l s  
w a s  sol d .

P r o j e c t  S t a t i s t i c s

T h e  P o i n t  M a c K e n z i e  A g r i c u l t u r a l  P r o j e c t  c o n s i s t s  o f  31 
p a r c e l s  r a n g i n g  i n  s i z e  f r o m  3 0 1 . 2 6  a c r e s  to 6 3 4 . 0 3  a n d  
t o t a l i n g  1 4 , 6 1 3 . 0 8  a c r e s .  T w e n t y  n i n e  o f  t h e  p a r c e l s  w e r e  
o f f e r e d  f o r  s a l e  b y  t h e  S t a t e  o f  A l a s k a ,  w h i l e  t h e  r e m a i n i n g  
t w o  w e r e  o f f e r e d  b y  t h e  M a t a n u s k a - S u s i t n a  B o r o u g h .  N i n e t e e n  
o f  t h e  p a r c e l s  a r e  d e s i g n a t e d  as d a i r y  p a r c e l s ,  w h i l e  t h e  
r e m a i n i n g  t w e l v e  a r e  d e s i g n a t e d  n o n - d a i r y .  T i t l e  to a l l  
p a r c e l s  l i m i t s  u s e  o f  t h e  l a n d  to a g r i c u l t u r a l  p u r p o s e s  
o n l y .  O t h e r  r e s t r i c t i o n s  i n c l u d e  p r o h i b i t i o n s  a g a i n s t
s e l l i n g ,  l e a s i n g  o r  o t h e r w i s e  a s s i g n i n g  a p a r t  o f  t h e  p a r c e l  
w i t h o u t  p r i o r  a p p r o v a l  o f  t h e  D i r e c t o r  o f  L a n d  a n d  W a t e r  

M a n a g e m e n t .  N o  p a r c e l  o f  l a n d  l e s s  t h a n  40 a c r e s  i n  s i z e  
m a y  b e  c r e a t e d  b y  a n  a s s i g n m e n t  o f  i n t e r e s t .
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L a n d  C l e a r i n g  a n d  F a r m  D e v e l o p m e n t

E a c h  p a r c e l  o w n e r  s u b m i t t e d  a F a r m  C o n s e r v a t i o n  P l a n  s h o r t l y  
a f t e r  t h e  l o t t e r y  f o r  a p p r o v a l  b y  t h e  D i v i s i o n  o f  A g r i c u l ­
tu r e .  T h a t  p l a n ,  a l o n g  w i t h  a s t o c k i n g  r a t e  s c h e d u l e  f o r  
d a i r y  p a r c e l s ,  w a s  a p p r o v e d  b y  the D i v i s i o n  a n d  b e c a m e  p a r t  
o f  t h e  d e v e l o p m e n t  c o n t r a c t s  e n t e r e d  i n t o  w i t h  t h e  D i v i s i o n  
o f  L a n d  a n d  W a t e r  M a n a g e m e n t .  T h o s e  c o n t r a c t s  a d d i t i o n a l l y  
i m p o s e d  a d e v e l o p m e n t  s c h e d u l e  r e q u i r i n g  t h e  c l e a r i n g  o f
l a n d  a n d  p l a n t i n g  o f  the f i r s t  c r o p  o n  at l e a s t  4 0 %  o f  t h e
c l a s s  I I  a n d  I I I  s o i l s  w i t h i n  t h e  f i r s t  t h r e e  y e a r s  a n d
c l e a r i n g  a n d  p l a n t i n g  o f  7 o %  o f  t h e  c l a s s  II a n d  I I I  s o i l s  
w i t h i n  s i x  y e a r s .

L a n d  c l e a r i n g  f i n a n c i n g  w a s  a v a i l a b l e  f r o m  t h e  A l a s k a  
A g r i c u l t u r a l  A c t i o n  C o u n c i l .  T h e  C o u n c i l  a p p r o v e d  31 
c l e a r i n g  l o a n s  f o r  P o i n t  M a c K e n z i e  t o t a l l i n g  $ 3 , 2 0 0 , 0 0 0 .  
D r a w s  w e r e  t a k e n  a g a i n s t  t h e m  w h i c h  to d a t e  a m o u n t  to
$ 2 , 2 0 0 , 0 0 0 .  T e r m s  f o r  t h e s e  n o t e s  w e r e  8% i n t e r e s t ,  t h e  
m a j o r i t y  m a t u r i n g  2026, w i t h  p a y m e n t s  b e g i n n i n g  i n  1 9 8 6 .

L a n d  c l e a r i n g  d i d  n o t  p r o c e e d  as s m o o t h l y  as p l a n n e d  b e c a u s e  
o f  p r o b l e m s  w i t h  t h e  s m o k e  p r o d u c e d  f r o m  b u r n i n g  b e r m  p i l e s .  
T h e  i n t e n s e  p u b l i c  r e a c t i o n  to t h e  p r o b l e m  r e s u l t e d  i n  
r e g u l a t i o n s  b e i n g  i m p l e m e n t e d  p r o h i b i t i n g  b u r n i n g  w h e n  
w e a t h e r  c o n d i t i o n s  w o u l d  w o r s e n  t h e  h a r m f u l  e f f e c t s ,  a n d  
a l s o  l i m i t e d  t h e  a m o u n t  w h i c h  c o u l d  b e  b u r n e d  a t  a n y  g i v e n  
t i m e .  I n  r e c o g n i t i o n  o f  a n  e x p e c t e d  s l o w d o w n  i n  c l e a r i n g  
d u e  to t h e  r e g u l a t i o n s ,  t h e  D i v i s i o n  o f  A g r i c u l t u r e ,  w h i c h  
a s s u m e d  t h e  c l e a r i n g  l o a n  m a n a g e m e n t  r e s p o n s i b i l i t i e s  o f  t h e  
A g r i c u l t u r a l  A c t i o n  C o u n c i l  w h e n  it w a s  t e r m i n a t e d ,  e x t e n d e d  
t h e  t e r m s  o f  t h e  c l e a r i n g  l o a n s  t w o  y e a r s  i n  c o n f o r m a n c e  
w i t h  ch. 166, S L A  198 4 .  L o a n  c o n t r a c t s  n o w  e x p i r e  in 1 9 9 0  
w i t h  l o a n  r e p a y m e n t  to b e g i n  i n  1988.

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  r e q u i r e d  a m i n i m u m  a c r e a g e  o f  
4 0 %  ( 5 3 0 0  a c r e s )  to b e  i n  p r o d u c t i o n  b y  S e p t e m b e r  11, 1985. 
A n  o f f i c i a l  i n s p e c t i o n  o f  p r o g r e s s  o n  t h e s e  c o n t r a c t s  w a s  
p e r f o r m e d  b y  t h e  D i v i s i o n  o f  A g r i c u l t u r e  at t h a t  t i m e  a n d  
f o u n d  a p p r o x i m a t e l y  7 , 0 0 0  a c r e s  i n  p r o d u c t i o n ,  p u t t i n g  t h e  
p r o j e c t ,  as a w h o l e ,  a h e a d  o f  s c h e d u l e .  T h e  d e v e l o p m e n t  
s c h e d u l e  f u r t h e r  r e q u i r e s  a m i n i m u m  o f  7 5 %  ( 9 4 5 0  a c r e s )  b e  
i n  p r o d u c t i o n  b y  S e p t e m b e r  11, 1 9 8 8 .  D i v i s i o n  p e r s o n n e l
e s t i m a t e  t h a t  a t  c u r r e n t  the p r o j e c t  is c l o s e  to t a r g e t  a t
8 , 0 0 0  t o  9 , 0 0 0  a c r e s ,  t h o u g h  p r o g r e s s  o n  i n d i v i d u a l  t r a c t s  
v a r i e s  g r e a t l y ,  e i t h e r  b e h i n d  o r  a h e a d  o f  s c h e d u l e .  A n o t h e r  
i n s p e c t i o n  is s c h e d u l e d  f o r  t h e  s u m m e r  o f  1 9 88.

T h e  d e v e l o p m e n t  s c h e d u l e  a l s o  s e t  o u t  m i n i m u m  s t o c k i n g  r a t e s  
f o r  d a i r y  p a r c e l s .  T h e  n u m b e r  o f  c o w s  to b e  r e g u l a r l y  
m i l k e d  b y  N o v e m b e r  1, 1 9 8 5  w a s  88 3 ,  a n d  w h e n  i n s p e c t e d  a t  
t h a t  t i m e  w a s  f o u n d  to b e  1 , 0 6 1 .  A g a i n ,  w h i l e  p r o j e c t  
t o t a l s  w e r e  a h e a d  o f  s c h e d u l e ,  i n d i v i d u a l  t r a c t  s c h e d u l e s  
v a r i e d  g r e a t l y .  T e n  f a r m e r s  w e r e  b e h i n d  t h e  s t o c k i n g  a n d
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m i l k i n g  schedule; three corrected deficiencies w i t h i n  60 
days, two w e r e  in litigation and forec losure proceedings 
were begun against t:.e remaining five. The two in litigation 
were seeking to amend development requirements in the 
contracts to combine parcels and use one barn and one set of 
cows to m e e t  the requirements of two separate contracts.

Four of the dairy owners in foreclosure sought an extension 
of the schedule. A  one year extensi on was granted  if the 
farmer w o u l d  stipulate that at the end of the extension he 
w o u l d  ..aive all defenses against the state if not in 
complian ce at that time. Four parcel owners signed the 
s tipulation  and were granted extensions to the Fall of 1986. 
In September of that year the court decided the ongoing 
litigati on by decreeing that the comm issioner did not have 
the auth o r i t y  to waive cr amend development requiremen ts in 
contracts. S h ortl y thereafter another inspect ion was 
p e r f o r m e d  at Point Mac Kenzie and three of four farmers w i t h  
extensions and the two previously in litigation w e r e  found 
to be in compliance. At present the State is in foreclosure 
proceedings against two dairy p a r c e 1 owners who have  i:ot 
b r oug ht their parcels into compliance . Lth contract terms.

The 1986 i nspection r e v ealed  that some farmers whc h a d  been 
r e g u l a r l y  m i l k i n g  in 1985 had ceased m i l k i n g  or w e r e  m i l k i n g  
a r e duc ed n umber of cows. Project farmers w e r e  n o t i f i e d  
that to ensure that the "regularly m i l king" r e q u i r e m e n t  be 
met, the farm structures should be designed for and operated  
ao a m i l k i n g  structure twelve months a year. It was advised 
by the A t t o r n e y  General's Office that to comply w i t h  the 
contract, they m u s t  regularly m i l k  the number of cows 
requi r e d  b y  contract daily and c o nti nuously from the 1985 
deadlin e at least u ntil the contract has been  satisfied and 
patent is issued. A  recent policy issued by the D i v i s i o n  of 
Agriculture, however, states that if the parcel was in 
compliance at the 1985 inspection or at the end of the 
stipul ated e x t e n sion the parcel is considered in compliance.

A  final inspectio n is scheduled for September of 1988. 
T hose farmers in compliance at that time and who have 
completed land purch a s e  payments will  be el igible to receive 
patent to their parcels. Develo pment from that p oint on 
w i l l  be at the discretion of the owner p r o v i d e d  it is 
c onsistent w i t h  the agricultural restriction.- of the land 
title.

D e v e l o p m e n t  Costs; Est imated vs. Actual

E s t i m a t e d  devel opment costs were, d eveloped and p u b l i s h e d  in 
the p r oject sale brochure using data developed by the 
U n i v e r s i t y  of A l a s k a  in the 1980 feasibil ity study entitled 
P o t e ntial M i l k  Prod uction in the Point M a c K e n z i e  Area of 
S o u t hcentral A l a s k a . Assumptions made  In that study to 
develop the estimated costs include the following:
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1. S u f f i c i e n t  s t a t e  l a n d  is a v a i l a b l e  i n  t h e  P o i n t
M a c K e n z i e  a r e a  f o r  a d a i r y  f a r m  d e v e l o p m e n t  p r o j e c t .

2. L a n d  p r i c e  is $ 1 0 0  p e r  a c r e  w i t h  a $ 5 0  h o m e s t e a d  c r e d i t  
m a k i n g  t h e  e f f e c t i v e  p r i c e  $ 5 0  p e r  a c r e  to t h e  f a r m e r s .

3. L a n d - c l e a r i n g  c o s t s  a r e  $ 2 2 0  p e r  a c r e  f o r  p r o j e c t

f a r m s .

A. T h e  d a i r y  f a r m s  w i l l  b e  d e s i g n e d  f o r  f o r a g e  p r o d u c t i o n
in t h e  f o r m  o f  s i l a g e  a n d  h a y l a g e ;  c o n c e n t r a t e ,  hay, 
a n d  s t r a w  r e q u i r e m e n t s  w i l l  b e  m e t  b y  o f f - f a r m
p u r c h a s e s .

5. P r i v a t e  s l a u g h t e r  f a c i l i t i e s  a r e  c u r r e n t l y  a v a i l a b l e  in 
the M a t a n u s k a  V a l l e y  to h a n d l e  c u l l  c o w s  a n d  c a l v e s  
f r o m  p r o j e c t  l a n d s .

6. E l e c t r i c a l  p o w e r  h o o k - u p  w i l l  b e  p r o v i d e d  e a c h  far m .

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

T h e  D e p a r t m e n t  e n v i s i o n e d  a p r o j e c t  o f  s m a l l  f a m i l y - r u n
f a r m s  w h e n  p u t t i n g  t h e  P o i n t  M a c K e n z i e  s a l e  t o g e t h e r .  
H o w e v e r ,  a n u m b e r  o f  f a c t o r s  c o n t r i b u t e d  to d r i v i n g  the 

d e v e l o p m e n t  c o s t s  b e y o n d  w h a t  c o u l d  b e  r e c o v e r e d  b y  s m a l l  
f a r m  o p e r a t i o n s .  T h e  m a j o r i t y  o f  t h e s e  f a c t o r s ,  s u c h  as the 
s m o k e  f r o m  l a n d  c l e a r i n g ,  p r o b l e m s  a s s o c i a t e d  w i t h  s o i l  
c o n d i t i o n s  a n d  w a s t e  d i s p o s a l  w e r e  s i m p l y  t h e  r e s u l t  o f  
d e v e l o p i n g  f a r m s  in a p r e v i o u s l y  u n f a r m e d  l o c a l e  a n d  l e a r n­
in g  to d e a l  w i t h  t h e  c o n d i t i o n s  e n d e m i c  to t h a t  r e g i o n .
H i s t o r i c a l l y ,  f a r m  d e v e l o p m e n t  in a p r e v i o u s l y  u n d e v e l o p e d  
a r e a  w o u l d  b e  a l e n g t h y  p r o c e s s  o f  t r i a l  a n d  e r r o r ,  b u t  t h e  
P o i n t  M a c K e n z i e  l a n d  p u r c h a s e  c o n t r a c t  p l a c e d  a s t r i c t  
d e v e l o p m e n t  s c h e d u l e  o n  t h e  f a r m e r s .  T h i s  n e c e s s i t a t e d  
a d d i t i o n a l  e x p e n d i t u r e s  to m e e t  t h e  d e v e l o p m e n t  d e a d l i n e s .

A l t h o u g h  t h e r e  is a g r e e m e n t  t h a t  c o s t s  e x c e e d e d  w h a t  w a s  
p r o j e c t e d ,  t h e r e  is d i s a g r e e m e n t  b e t w e e n  p r o j e c t  f a r m e r s  a n d  
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  (DNR) p e r s o n n e l  as to the 
e x t e n t  the o v e r a g e s  w e r e  n e c e s s a r y .  S t a t e  p e r s o n n e l  c o n t e n d  
t h a t  e x i s t i n g  d e b t  l o a d  is in p a r t  t h e  r e s u l t  o f  b a d  m a n a g e ­
m e n t  d e c i s i o n s  b y  t h e  f a r m e r s .  It is a c k n o w l e d g e d  t h a t  the 
S t a t e ' s  e a s y  f a r m  c r e d i t  c o n t r i b u t e d  to t h e  b a d  m a n a g e m e n t .  
P r o j e c t  f a r m e r s  c o n t e n d  t h a t  d e v e l o p m e n t  c o n t r a c t s  w e r e  
b a s e d  o n  u n r e a l i s t i c  a s s u m p t i o n s ,  a n d  t h a t  s t a t e  m a n a g e m e n t  
o f  t h o s e  c o n t r a c t s  h a s  n o t  b e e n  s u f f i c i e n t l y  f l e x i b l e  in 
t i m e s  o f  e c o n o m i c  c h a n g e .

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

t i o n  h a s  b e e n  a n  i n a b i l i t y  f o r  s o m e  p r o j e c t  f a r m e r s  to m e e t  

t h e i r  d e b t  o b l i g a t i o n  to t h e  A g r i c u l t u r a l  R e v o l v i n g  L o a n
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F u n d  ( A R L F ) .  T h e  D e p a r t m e n t ,  u t i l i z i n g  its a u t h o r i t y  
g r a n t e d  a t  A S  0 3 . 1 0 . 0 2 0 ( 4 ) ,  p l a c e d  t h e  l o a n s  in m o r a t o r i u m .  
T h a t  m o r a t o r i u m  w a s  e n d e d  D e c e m b e r  o f  1 9 86.

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

h a s  b e e n  p u r c h a s e d  a t  a s u b s i d i z e d  r a t e ,  a l l  f a r m s  a r e  

c u r r e n t l y  d e l i n q u e n t  o n  l o a n  r e p a y m e n t .  Rev' ’.w o f  d a i r y  
f i n a n c i a l  s t a t e m e n t s  b y  A R L F  p e r s o n n e l  d u r i n g  r e c e n t  a p p l i ­
c a t i o n s  f o r  l o a n  r e s t r u c t u r i n g  i n d i c a t e d  n o t  a l l  d e l i n q u e n­
c i e s  w e r e  t h e  r e s u l t  o f  i n a b i l i t y  to p a y ,  h o w e v e r .  S o m e ,  in 
f a c t ,  c o u l d  b e  a t t r i b u t e d  to a l a x  e n f o r c e m e n t  p o l i c y  o f  the 
D i v i s i o n  as d o c u m e n t e d  i n  p r e v i o u s  f i n a n c i a l  a u d i t s’ o f  the 
L o a n  F u n d  b y  t h e  D i v i s i o n  o f  L e g i s l a t i v e  A u d i t .
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M A T A N U S K A  M A I D  D AIRY

T h e  M a t a n u s k a  M a i d  D a i r y  is c o m p r i s e d  o f  a c r e a m e r y  in 
A n c h o r a g e  a n d  a f e e d  m i l l  a n d  w h o l e s a l e / r e t a i l  s t o r e  l o c a t e d  
in P a l m e r .  U n t i l  t h e  b u s i n e s s  w a s  a c q u i r e d  at f o r e c l o s u r e  
s a l e  b y  A R L F  in N o v e m b e r  o f  198 5 ,  it w a s  o p e r a t e d  b y  M a t a ­

n u s k a  M a i d ,  Inc. a n  a g r i c u l t u r a l  c o o p e r a t i v e  c o r p o r a t i o n .

T h e  s a m e  e c o n o m i c  f a c t o r s  w h i c h  l e a d  to the i n i t i a t i o n  o f  
t h e  Pt. M a c K e n z i e  D a i r y  P r o j e c t ,  n a m e l y  an i n c r e a s e d  d e m a n d  
f o r  d a i r y  p r o d u c t s , a r e d u c t i o n  in n u m b e r  o f  p r o d u c i n g  d a i r y  
f a r m s  in s o u t h c e n t r a l  A l a s k a  a n d  i m p r o v e d  s h i p p i n g  t e c h n o l­
o g y  f r o m  c o m p e t i t i v e  m a r k e t s ,  c a u s e d  f i n a n c i a l  p r o b l e m s  f o r  
M a t a n u s k a  M a i d .  T h e  c r e a m e r y  e x p a n d e d  its p l a n t  to m e e t  the 
g r o w i n g  d e m a n d  b u t  f o u n d  i t s e l f  w i t h  a d e c l i n i n g  i n v e n t o r y  
o f  m i l k  to p r o c e s s .  D u r i n g  t h e  p e r i o d  S e p t e m b e r  1 9 7 9  

t h r o u g h  O c t o b e r  1 9 8 0  M a t a n u s k a  M a i d  r e c e i v e d  f o u r  l o a n s  f r o m  
A R L F  t o t a l l i n g  $ 2 , 9 0 0 , 0 0 0  s e c u r e d  b y  r e a l  p r o p e r t y ,  i n v e n­
t o r y  a n d  a c c o u n t s  r e c e i v a b l e .  A  c h a p t e r  11 r e o r g a n i z a t i o n  
p e t i t i o n  w a s  f i l e d  in b a n k r u p t c y  c o u r t  b y  t h e  C o r p o r a t i o n  
in N o v e m b e r  o f  1 9 8 3  w i t h  A R L F  r e c e i v i n g  p e r m i s s i o n  to f o r e­
c l o s e .  T h r o u g h  a s e r i e s  o f  s e t t l e m e n t  p r o c e e d i n g s ,  t i t l e  
to i n v e n t o r y  w a s  o b t a i n e d ,  c u l m i n a t i n g  in t h e  p u r c h a s e  at 
f o r e c l o s u r e  s a l e  i n  1 9 8 5  b y  o f f s e t  b i d  f r o m  A R L F .

D u r i n g  t h i s  p e r i o d  a c o n t r a c t  w a s  l e t  w i t h  t h e  S m a l l  
B u s i n e s s  D e v e l o p m e n t  C e n t e r  o f  W a s h i n g t o n  S t a t e  U n i v e r s i t y  
(WSU) to s t u d y  t h e  f e a s i b i l i t y  o f  s u c c e s s f u l l y  r e o r g a n i z i n g  
M a t a n u s k a  M a i d  Inc. T h a t  s t u d y ,  r e l e a s e d  J u l y  1984, c o n ­
c l u d e d  t h a t  " W i t h  s t r o n g  f i s c a l  a n d  m a n a g e m e n t  c o n t r o l  a n d  
t h e  a s s u m p t i o n  o f  a a g g r e s s i v e  m a r k e t i n g  p o s t u r e ,  r e o r g a n i ­
z a t i o n  o f  M a t a n u s k a  M a i d  is f e a s i b l e . "  T h a t  s t u d y  m a d e  
r e c o m m e n d a t i o n s  s u c h  as w a i v e r  o f  p a s t  d u e  i n t e r e s t  a n d  
p r i n c i p a l  a n d  a m o r a t o r i u m  o f  f u t u r e  i n t e r e s t  a n d  p r i n c i p a l  
a g a i n s t  s t a t e  d e b t s  f o r  bot.i t h e  c r e a m e r y  a n d  p r o d u c e r s  for 
a p e r i o d  o f  a t  l e a s t  t h r e e  y e a r s .  It a l s o  r e c o m m e n d e d  
c o n s i d e r a t i o n  o f  l e g i s l a t i o n  w h i c h  w o u l d  l i m i t  t h e  s h e l f  
l i f e  f o r  m i l k  p r o d u c e d  i n  t h e  l o w e r  48 s t a t e s  a n d  t r a n s ­
p o r t e d  to A l a s k a .

T h e  A R L F  B o a r d  o f  D i r e c t o r s  a s s u m e d  d i r e c t o r s h i p  o f  
M a t a n u s k a  M a i d  a f t e r  f o r e c l o s u r e .  R e c o g n i z i n g  t h e i r  l a c k  o f  

e x p e r t i s e  in t h e  c r e a m e r y  b u s i n e s s ,  a m a n a g e m e n t  c o n t r a c t  
w a s  l e t  f o r  t h e  d a y  to d a y  m a n a g e m e n t  o f  t h e  c r e a m e r y .  T h e  
d i r e c t o r s h i p  o f  t h e  c r e a m e r y  p r o v e d  to b e  v e r y  t i m e  c o n s u m ­
in g  f o r  t h e  A R L F  B o a r d .  T h e  B o a r d  d e c i d e d  t h a t  r e t e n t i o n  o f  
t h e  c r e a m e r y  in s t a t e  o w n e r s h i p  w a s  n o t  in t h e  b e s t  i n t e r e s t  
o f  t h e  s t a t e .  O f f e r s  to p u r c h a s e  w e r e  r e q u e s t e d  d u r i n g  the 
s p r i n g  o f  1 9 8 6  b u t  a l l  w e r e  f o u n d  to b e  u n a c c e p t a b l e .

A  n e w  s t r a t e g y  f o r  m o v i n g  M a t a n u s k a  M a i d  f r o m  s t a t e  to 
p r i v a t e  o w n e r s h i p  w a s  b o r n  in 1 9 87. T h e  i n c o r p o r a t i o n  o f  an

B ackground
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e n t i t y  n a m e d  A l a s k a  D a i r y ,  Inc. (ADI) h a s  b e e n  p r o p o s e d  to 
p r o v i d e  o v e r s i g h t  m a n a g e m e n t  f o r  M a t a n u s k a  M a i d .  T h e  A D I  

b o a r d  w o u l d  c o n s i s t  o f  a n  A R L F  B o a r d  r e p r e s e n t a t i v e ,  f o u r  
d a i r y  f a r m e r s ,  t h e  d i r e c t o r  o f  t h e  D i v i s i o n  o f  A g r i c u l t u r e ,  
t h e  m a n a g e r  o f  M a t a n u s k a  M a i d  a n d  s i x  p u b l i c  r e p r e ­
s e n t a t i v e s .  T h e  A D I  B o a r d  w a s  to a s s u m e  d i r e c t o r s h i p  in 
J a n u a r y  1 9 8 8  u n d e r  a o n e - y e a r  a g r e e m e n t .  T h e  a g r e e m e n t  
s p e c i f i e s  t h a t  p a y a b l e  a c c o u n t s  w i l l  b e  k e p t  c u r r e n t ,  t h e  
m a n a g e m e n t  c o n t r a c t  w o u l d  b e  h o n o r e d ,  a n d  t h a t  a l l  p r o f i t s  

a n d / o r  l o s s e s  g e n e r a t e d  b y  t h e  c r e a m e r y  o p e r a t i o n  w o u l d  
b e l o n g  to A R L F .  A R L F  w i l l  p r o v i d e  u p  to a m a x i m u m  of 
$ 6 0 , 0 0 0  a m o n t h  f o r  t h e  i n i t i a l  s i x  m o n t h s  to c o v e r  o p e r a t ­
i n g  l o s s e s .  I f  l o s s e s  e x c e e d  t h i s  c e i l i n g  m i l k  p r i c e s  p a i d  
to d a i r y  f a r m s  m u s t  b e  a d j u s t e d  a c c o r d i n g l y .

T h e  p r i m a r y  m o t i v a t i o n  in t h e  n e w  s t r a t e g y  is to a l l o w  t h e  
d a i r y  f a r m e r s  ". . . t o  p a r t i c i p a t e  i n  the m a n a g e m e n t  o v e r ­
s i g h t  f o r  t h e  c r e a m e r y ,  w h i c h  is c u r r e n t l y  t h e  o n l y  e n t i t y  

w h i c h  w i l l  p u r c h a s e  t h e  m i l k  p r o d u c e d  o n  t h e i r  f a r m s . "

M i l k  P r i c i n g ;  T h e  D o u b l e  E d g e d  S w o r d

T h e  p r i c e  o f  m i l k  p a i d  to t h e  p r o d u c e r s  h a s  b e e n  t h e  b a s i s  
o f  a d i f f i c u l t  p o l i c y  d i l e m m a .  T h e  a b i l i t y  o f  Pt. M a c K e n z i e  
d a i r y  f a r m e r s  to p r o d u c e  a d e q u a t e  i n c o m e  to c o v e r  o p e r a t i n g  
c o s t s  a n d  c o v e r  d e b t  i n c u r r e d ,  p r i m a r i l y  to A R L F ,  is p r e ­
d o m i n a n t l y  e f f e c t e d  b y  t h e  p r i c e  t h e y  r e c e i v e  f o r  m i l k  
p r o d u c e d .  T h e  a b i l i t y  o f  M a t a n u s k a  M a i d  to b e  e c o n o m i c a l l y  
v i a b l e  a l s o  d e p e n d s  o n  t h a t  e n t i t y ' s  a b i l i t y  to a d j u s t  the 

p r i c e  o f  m i l k  p a i d  to p r o d u c e r s .  A s  c o n c l u d e d  in t h e  1 9 8 4  
W S U  s t u d y :  " C r u c i a l  to the f u t u r e  s u r v i v a l  o f  M a t - M a i d  a r e
s t r o n g  c o n t r o l s  a n d  a r e t h i n k i n g  o f  t h e  r e l a t i o n s h i p  b e t w e e n  
p r o d u c e r s  a n d  t h e  c r e a m e r y .  P r i c e  p a i d  to p r o d u c e r s  s h o u l d  
b e  a d j u s t e d  a n d  m o d i f i e d  b a s e d  u p o n  m a r k e t  c o n d i t i o n s  a n d  
t h e  a b i l i t y  to c o m p e t e  e f f e c t i v e l y  as t h e  c r e a m e r y  is t h e  
m a r k e t  e x t e n s i o n  o f  the p r o d u c e r s  r a t h e r  t h a n  a b u y e r  o f  r a w  
m i l k  a t  p r o d u c e r - d i r e c t e d  p r i c e s . "

A l t h o u g h  A l a s k a  is e x e m p t  f r o m  f e d e r a l  m i l k  p r i c e  c o n t r o l s  
w h i c h  e f f e c t i v e l y  p l a c e  b o t h  c e i l i n g  a n d  f l o o r  o n  t h e  p r i c e  
p a i d  to p r o d u c e r s ,  it c o m p e t e s  w i t h  p r o d u c e r s  f r o m  t h e  P u g e t  
S o u n d  a r e a  w h i c h  a r e  c o n t r o l l e d .  T h e  P u g e t  S o u n d  a r e a  
p r o d u c e s  o n e  o f  t h e  l a r g e s t  m i l k  s u r p l u s e s  n a t i o n a l l y  a n d  

A l a s k a  h a s  t r a d i t i o n a l l y  b e e n  a p r i m a r y  m a r k e t  f o r  t h a t  
s u r p l u s .  T h u s ,  p r i c e s  p a i d  to l o c a l  p r o d u c e r s  m u s t  b e  
m a i n t a i n e d  s u f f i c i e n t l y  l o w  so w h e n  a d d e d  to p r o d u c t i o n  a n d  
d e l i v e r y  c o s t s  t h e  f i n a l  p r i c e  to d i s t r i b u t o r s  c o m p e t e s  w i t h  
d e l i v e r e d  c o s t  o f  P u g e t  S o u n d  s u r p l u s  m i l k .  I r o n i c a l l y ,  t h e  
P u g e t  S o u n d  a r e a  is a l s o  t h e  m a r k e t  f o r  A l a s k a n  s u r p l u s ,  
w h i c h  r e s u l t s  i n  a n  e x t r e m e l y  l o w  p r i c e  b e i n g  r e c e i v e d  f o r  
A l a s k a n  m i l k  s h i p p e d  to t h a t  m a r k e t .

T h e  D i v i s i o n  o f  A g r i c u l t u r e ,  a n  a d v o c a t e  f o r  a g r i c u l t u r a l  
i n t e r e s t s  i n  t h e  s t a t e ,  a n d  t h e  A R L F  B o a r d  h a v e  h a d  to
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b a l a n c e  t h e  n e e d s  o f  t h e  d a i r y  f a r m e r s  w i t h  the n e e d  to 
c o v e r  o p e r a t i n g  c o s t s  o f  t h e  c r e a m e r y .  A s  p r e v i o u s l y  d i s -  
cus'sed, a n u m b e r  o f  d e b t  r e l i e f  m e t h o d s  h a d  b e e n  i m p l e m e n t e d  
to a s s i s t  Pt. M a c K e n z i e  f a r m e r s .  T h e  p o l i c y  d e c i s i o n  o f  the 
D i v i s i o n  o f  A g r i c u l t u r e  i n  1 9 8 7  to n o t  r e d u c e  t h e  p r i c e  o f  
m i l k  to p r o d u c e r s  w h e n  m a r k e t  f o r c e s  (i.e. i n c r e a s e d  p r o ­
d u c t i o n  f r o m  Pt. M a c K e n z i e  a n d  d e c r e a s e d  m a r k e t  d e m a n d  d u e  
to s h r i n k i n g  p o p u l a t i o n )  n e c e s s i t a t e d  it t h e n  b e c a m e ,  in 
e s s e n c e ,  a n o t h e r  f o r m  o f  s t a t e  s u p p o r t  o f  t h e  A l a s k a  d a i r y  
i n d u s t r y .  T h i s  a c t i o n  r e s u l t e d  in o p e r a t i n g  l o s s e s  f o r  
M a t - M a i d  w h i c h  w e r e  c o v e r e d  b y  A R L F  in 1 9 8 7  i n  t h e  a m o u n t  o f  
$ 8 0 0 , 0 0 0 .

T h e  p r o p o s e d  c o n t r a c t  b e t w e e n  A R L F  a n d  A D I  w o u l d  l i m i t  the 
a m o u n t  o f  o p e r a t i n g  l o s s e s  w h i c n  w i l l  b e  c o v e r e d  b y  A R L F  to 
$ 6 0 , 0 0 0  p e r  m o n t h .  It a l s o  i n c l u d e s  t h e  f o l l o w i n g  l a n g u a g e  
r e g a r d i n g  p r i c i n g .  " A D I  m a y  n o t  i n c r e a s e  t h e  p r i c e  o f  m i l k  
as it e x i s t s  o n  N o v e m b e r  1, 1 9 8 7  p a i d  to d a i r y  f a r m s  i f  the 
c r e a m e r y  s h o w s  a n  o p e r a t i n g  loss. A D I  m a y  l o w e r  t h e  p r i c e  
o f  m i l k  p a i d  to d a i r y  f a r m s  a t  a n y  t i m e ;  h o w e v e r ,  A D I  w i l l  
l o w e r  t h e  p r i c e  of m i l k  p a i d  to d a i r y  f a r m s  i f  t h e  o p e r a t i n g  

loss e x c e e d s  $ 6 0 , 0 0 0  i n  a n y  o n e  m o n t h  d u r i n g  t h e  p e r i o d  
J a n u a r y  1, 1 9 8 8  to J u n e  30, 1 9 8 8 . "  I f  t h i s  a g r e e m e n t  is
e n t e r e d  i n t o  it w i l l  r e f l e c t  a c h a n g e  i n  p o l i c y  f o r  t h e  
D i v i s i o n  o f  A g r i c u l t u r e  f r o m  s u b s i d i z i n g  t h e  d a i r y  i n d u s t r y  
t h r o u g h  p r i c e  s u p p o r t s  t o w a r d s  c r e a t i n g  a m o r e  o p e n  m a r k e t  
s y s t e m  w h e r e  p r i c e  is d e t e r m i n e d  b y  s u p p l y  a n d  d e m a n d .

M a r k e t i n g :  P r o b l e m s  a n d  S t r a t e g y

T h e  n e e d  f o r  a m o r e  a g g r e s s i v e  m a r k e t i n g  p o s t u r e  b y  
M a t a n u s k a  M a i d  w a s  d i s c u s s e d  in t h e  1 9 8 4  W S U  s t u d y  a n d  h a s  
c o n t i n u e d  to b e  a s o u r c e  o f  c r i t i c i s m  o f  t h e  c r e a m e r y  b y  
A l a s k a n  d a i r y  f a r m e r s .  S i n c e  t h e  S t a t e  a s s u m e d  o w n e r s h i p  in 
19 8 4  M a t a n u s k a  M a i d  m a n a g e m e n t  h a s  b e e n  m a k i n g  a s i g n i f i c a n t  
e f f o r t  to a d d r e s s  t h i s  p r o b l e m .  F r o m  a v i r t u a l l y  n o n ­
e x i s t e n t  a d v e r t i s i n g  b u d g e t ,  t h e  c r e a m e r y  b e g a n  s p e n d i n g  
b e t w e e n  $ 5 , 0 0 0  to $ 1 0 , 0 0 0  a m o n t h  i n  198 6 ,  p r e d o m i n a n t l y  in 
r a d i o  a n d  t e l e v i s i o n  s p o t s  a n d  a t o t a l  o f  $ 2 1 8 , 0 0 0  in 1987.

T h e  c r e a m e r y  h a s  a l s o  i n c r e a s e d  i t s  p r o d u c t  l i n e s  b y  40 
i t e m s ,  i n c l u d i n g  i n t r o d u c i n g  t w o  n e w  p r o d u c t s  in 1986, 
a n o t h e r  t w o  i n  1 9 8 7  w i t h  p l a n s  f o r  t w o  m o r e  in 1988. T h e  
n e w  i t e m s  w h i c h  h a v e  b e e n  a d d e d  a r e  c o t t a g e  c h e e s e ,  s o u r  

c r e a m ,  i c e  c r e a m  b a s e  w h i c h  is s o l d  to a n  i n d e p e n d e n t  
p r o d u c e r ,  a n d  y o g u r t .  T h e s e  p r o d u c t s  h a v e  d o n e  w e l l  a n d  
y i e l d  a h i g h e r  p r o f i t  m a r g i n  to t h e  c r e a m e r y  t h a n  d o e s  t h e  
s a l e  o f  b o t t l e d  m i l k .

P l a n s  f o r  1 9 8 8  i n c l u d e  t h e  i n t r o d u c t i o n  o f  c h e e s e  w h i c h ,  for 
the f i r s t  t i m e  in M a t - M a i d  h i s t o r y  w i l l  g i v e  t h e  c r e a m e r y  a 

w a y  o f  u t i l i z i n g  s u r p l u s  m i l k .  O t h e r  m e t h o d s  o f  u s i n g  
s u r p l u s  m i l k ,  n a m e l y  c o n v e r t i n g  it to p o w d e r e d  m i l k  o r  to 
b u t t e r  h a v e  n o t  b e e n  u s e d  b e c a u s e  o f  t h e  h i g h  c a p i t a l i z a t i o n
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c o s t  f o r  p r o d u c i n g  p o w d e r e d  m i l k  a n d  i n s u f f i c i e n t  f a t  
c o n t e n t  to p r o d u c e  b u t t e r .  T h e  i n a b i l i t y  to u t i l i z e  s u r p l u s  

m i l k  l e a d  to t h e  s i t u a t i o n  in 1 9 8 7  w h e r e b y  s u r p l u s  m i l k  w a s  
p u r c h a s e d  b y  M a t - M a i d  t h e n  d u m p e d  o r  e x p o r t e d  to S e a t t l e .  
O n c e  c h e e s e  p r o d u c t i o n  b e g i n s  t h a t  s i t u a t i o n  s h o u l d  n o t  
o c c u r  a g a i n .

A n  a d d i t i o n a l  b e n e f i t  to c h e e s e  p r o d u c t i o n  is t h a t  it s h o u l d  

a l l o w  M a t - M a i d  to p a r t i c i p a t e  in a F e d e r a l  p r o g r a m  w h i c h  
w i l l  p u r c h a s e  a n d  s t o r e  t h e  c h e e s e  p r o d u c e d  in e x c e s s  o f  
l o c a l  d e m a n d .  A l t h o u g h  t h i s  s i t u a t i o n  w i l l  a l l o w  p u r c h a s e  
o f  v i r t u a l l y  a l l  m i l k  p r o d u c e d  i n  s t a t e ,  a n e w  p r i c i n g  
s t r u c t u r e  f o r  p r i c e  p a i d  to p r o d u c e r s  w i l l  h a v e  to b e  
i m p l e m e n t e d .  It is a c o m m o n  i n d u s t r y  p r a c t i c e  t h a t  m i l k  
p u r c h a s e d  as s u r p l u s  m i l k  f o r  c o n v e r s i o n  to a p r o d u c t  w i t h  a 
l o n g  s h e l f  l i f e  is p u r c h a s e d  a t  a l o w e r  p r i c e  t h a n  t h a t  
p u r c h a s e d  f o r  c o n v e r s i o n  to b o t t l e d  m i l k .

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

p u b l i c  w h i c h  M a t - M a i d  is a t t e m p t i n g  to w i n  t h r o u g h  a d v e r t i s ­
ing, p r o m o t i n g  t h e  b e n e f i t s  o f  l o c a l l y  p r o d u c e d  p r o d u c t s .  
T h e y  h a v e  s e e n  r e s u l t s  in t h e  f o r m  o f  i n c r e a s e d  m a r k e t  s h a r e  
o n l y  to h a v e  t h o s e  r e s u l t s  r e v e r s e d  b y  p r i c i n g  s t r a t e g i e s  o f  
r e t a i l  d i s t r i b u t o r s .  T h o u g h  M a t - M a i d  h a s  a t t e m p t e d  to 
p r o d u c e  a c o m p e t i t i v e l y  p r i c e d  p r o d u c t ,  t h e y  c a n n o t  c o n t r o l  

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

T h e  m a j o r i t y  o f  d a i r y  p r o d u c t s  s o l d  i n  s o u t h c e n t r a l  A l a s k a  

a r e  s o l d  b y  t h e  t w o  m a j o r  r e t a i l  g r o c e r y  c h a i n s .  B o t h  
c h a i n s  d i s t r i b u t e  M a t - M a i d  as a s e c o n d a r y  p r o d u c t  line, 

u t i l i z i n g  v a r i o u s  t e c h n i q u e s  s u c h  as p r i c i n g  a n d  s h e l f  s p a c e  
a l l o t t e d  to e n c o u r a g e  the p r i m a r y  l i n e  b e  s o l d  f i r s t .  
P u l l - d a t i n g  p r o c e d u r e s  b y  c o m p e t i t i v e  p r o d u c e r s  a l s o  e f f e c t s  
c o n s u m e r  i n t e r e s t .  T h e r e  is c u r r e n t l y  n o  g o v e r n m e n t a l l y  
i m p o s e d  s t a n d a r d s  f o r  w h a t  d a t e  a p p e a r s  o n  t h e  p r o d u c t  t h u s  
i d e n t i c a l l y  d a t e d  m i l k  m a y  d i f f e r  s i g n i f i c a n t l y  i n  age. 
M a t - M a i d  h a s  a d o p t e d  a c o n s e r v a t i v e  d a t i n g  p o l i c y  in a n  
e f f o r t  to d e v e l o p  a n d  m a i n t a i n  a r e p u t a t i o n  f o r  q u a l i t y .  

M a t - M a i d  a l s o  g u a r a n t e e s  r e p u r c h a s e  o f  p a s t - d a t e d  p r o d u c t s  
w h e r e  t h e  p r i m a r y  p r o d u c t  l i n e  m a y  n o t .  T o  w o o  t h e  g e n e r a l  
p u b l i c ,  t h e r e f o r e ,  M a t - M a i d  m u s t  n o t  o n l y  c r e a t e  a p u b l i c  
a w a r e n e s s  o f  its p r o d u c t ,  b u t  d e m o n s t r a t e  a s u p e r i o r i t y  o f  a 
l o c a l l y  p r o d u c e d  p r o d u c t  w h i c h  j u s t i f i e s  t h e  p r i c e  d i f f e r ­
e n t i a l  c h a r g e d  b y  r e t a i l  d i s t r i b u t o r s .

M a t a n u s k a  M a i d  c o n t i n u e s  e f f o r t s  to b e c o m e  a p r i m a r y  p r o d u c t  
l i n e  w i t h  t h e  m a j o r  r e t a i l e r s  w h i l e  e x p l o r i n g  o t h e r  a v e n u e s  
of d i s t r i b u t i n g  i t s  p r o d u c t  l i n e s .  T h e  c o r p o r a t i o n  h a s  
w o r k e d  w i t h  p r i v a t e  d i s t r i b u t o r s  o f f e r i n g  h o m e  d e l i v e r y  
w h i c h  h a s  s e e n  a r e s u r g e n c e  i n  p o p u l a r i t y  r e c e n t l y  as w e l l  
as d i s t r i b u t o r s  f o r  r e s t a u r a n t s  a n d  s m a l l  s t o r e s .  T h e  

n u m b e r  o f  s m a l l  r e t a i l  o p e r a t i o n s  is l i m i t e d ,  h o w e v e r ,  
b e c a u s e  o f  t h e  d e c l i n i n g  e c o n o m i c  c o n d i t i o n  o f  t h e  S t a t e  
c o m b i n e d  w i t h  a M a t - M a i d  p o l i c y  o f  d i s c o n t i n u i n g  s e r v i c e  to 
r e t a i l e r s  w h o s e  d e l i n q u e n t  a c c o u n t s  e x c e e d  60 d a y s .
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L E G 1 S L A  ? \ i/S
A U O iT

D e a r  Mr. W e l k e r :

I a p p r e c i a t e  t h e  o p p o r t u n i t y  t o  c o m m e n t  o n  t h e  p r e l i m i n a r y  
r e p o r t  f o r  t h e  P o i n t  M a c K e n z i e  A g r i c u l t u r a l  P r o j e c t .  I 
c o m p l i m e n t  y o u  o n  a t h o r o u g h  e f f o r t ,  a n d  b e l i e v e  t h a t  y o u  
h a v e  p r o v i d e d  a n  a c c u r a t e  p e r s p e c t i v e  o n  t h e  h i s t o r y  o f  t h e  
p r o j e c t  a n d  o n  t h e  n e w  d i r e c t i o n  b e i n g  a d o p t e d  b y  t h e  

D i v i s i o n  o f  A g r i c u l t u r e .

Y o u  m a y  w i s h  t o  c o n s i d e r  t h e  f o l l o w i n g  c o m m e n t s  a n d  o b s e r­
v a t i o n s  :

1) T h e  c o n t i n u e d  e v o l u t i o n  o f  t h e  P o i n t  M a c K e n z i e  p r o j e c t  
is l i k e l y  t o  r e s u l t  in t h e  f a i l u r e  o f  s o m e  o f  t h e  f a r m s ,  as 
w e l l  as s u c c e s s e s  f o r  o t h e r s .  C r i t i c a l  f a c t o r s  in t h i s  
e v o l u t i o n  i n c l u d e  n o t  o n l y  f u t u r e  m i l k  p r i c e s  a n d  s t a t e  
s u b s i d i e s  (or l a c k  t h e r e o f ) , b u t  a l s o  t h e  m a n a g e m e n t  a b i l i t y  
o f  i n d i v i d u a l  p r o d u c e r s ,  t h e  a m o u n t  o f  p r i v a t e  c a p i t a l  
a v a i l a b l e  t o  p r o d u c e r s ,  a n d  t h e  i m p l e m e n t a t i o n  o f  a r e s t r u c­
t u r i n g  p r o g r a m  f o r  e x i s t i n g  d e b t .

A  r e s t r u c t u r i n g  p r o g r a m  h a s  b e e n  d e v e l o p e d  f o r  A R L F  
b o r r o w e r s .  I t  e f f e c t i v e l y  r e d u c e s  d e b t  s e r v i c e  o n  A R L F  
l o a n s  f o r  t h o s e  w h o  c a n n o t  m e e t  o r i g i n a l  l o a n  t e r m s  b y  
p r o v i d i n g  f o r  r e p a y m e n t  a t  r e d u c e d  r a t e s  o f  i n t e r e s t  o v e r  a 
l o n g e r  p e r i o d  o f  y e a r s .

2) Y o u  n o t e  i n  t h e  t h i r d  p a r a g r a p h  o f  p a g e  t h r e e  
( " A u d i t o r ' s  C o n c l u s i o n " )  t h a t  a t  c u r r e n t  p r o d u c t i o n  l e v e l s  
a n d  a t  c u r r e n t  m i l k  p r i c e s ,  a l l  f a r m s  a r e  n o t  y e t  e c o n o m­
i c a l l y  v i a b l e .  T h i s  s t a t e m e n t  is t r u e .  I t  is a l s o  'true 
t h a t  t h e  u s e  o f  l o a n  f u n d s  a n d  p e r s o n a l  f u n d s  v a r i e d  c o n s i d­
e r a b l y  a m o n g  p r o d u c e r s .  S o m e  u n d o u b t e d l y  m a d e  e x c e s s i v e
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e x p e n d i  u r e s  f o r  n o n  i n c o m e  p r o d u c i n g  a s s e t s  (e.g. h o m e s  a n d  
u n n e c e s s a r y  e q u i p m e n t )  w h i l e  o t h e r s  u s e d  a h i g h e r  p e r c e n t a g e
of f u n d s  f o r  m i l k  c o w s  a n d  o t h e r  n e c e s s a r y  a s s e t s  —  r e s u l t­
i n g  in h i g h e r  i n c o m e  p o t e n t i a l  f o r  t h e  i n v e s t e d  d o l l a r .
T h u s ,  t h e  f a c t  t h a t  a f a r m  is n o t  e c o n o m i c a l l y  v i a b l e  m a y  b e  
t h e  r e s u l t  o f  m a n a g e m e n t  s t r a t e g i e s  t h a t  w e r e  n o t  as e f f i ­
c i e n t  as t h e y  c o u l d  h a v e  b e e n .

3) T h e  s t a t e m e n t  in t h e  t h i r d  p a r a g r a p h  t h a t  M a t a n u s k a  M a i d  
l o a n s  a r e  "in m o r a t o r i u m "  p r o b a b l y  s h o u l d  b e  m o d i f i e d .  T h e  
M a t a n u s k a  M a i d  r e a l  e s t a t e  w a s  p u r c h a s e d  a t  a f o r e c l o s u r e  
s a l e  b y  o f f s e t  b i d  o n  N o v e m b e r  29, 1 9 8 5 .  T h e  s t a t e  n o w  o w n s  
t h e  b u s i n e s s  a n d  a s s e t s ,  a n d  t h e  l o a n s  r e c e i v a b l e  w e r e  
c o n v e r t e d  t o  a s s e t s  a t  c o s t .  N e w  f u n d s  a d v a n c e d  a r e  c o n s i d ­
e r e d  a s  i n v e s t m e n t  in t h e  a s s e t ,  n o t  as l o a n s  t o  a b u s i n e s s .

4) W i t h  r e s p e c t  t o  t h e  f o u r t h  p a r a g r a p h  o f  p a g e  t h r e e ,  I 
h a v e  a l r e a d y  n o t e d  t h a t  t h e  d e p a r t m e n t  b e l i e v e s  t h a t  i t  is 
n o t  l i k e l y  t h a t  a l l  o f  t h e  o p e r a t i n g  d a i r i e s  o n  t h e  p r o j e c t  
w i l l  p r o v e  v i a b l e  u n d e r  e x i s t i n g  m a n a g e m e n t .  A g a i n ,  t h i s  is 
b e c a u s e  o f  i n e v i t a b l e  d i f f e r e n c e s  in f i n a n c i a l  s t r e n g t h  a n d  
m a n a g e m e n t  a b i l i t i e s  o f  t h e  o p e r a t o r s ,  a n d  f o r c e s  o f  c o m p e t i­
t i o n  t h a t  w e  b e l i e v e  t o  b e  h e a l t h y  a n d  n e c e s s a r y  if e f f i ­
c i e n t  f a r m i n g  is t o  b e  e n c o u r a g e d .

5) T h e  d e p a r t m e n t  d i s a g r e e s  w i t h  t h e  s t a t e m e n t  o n  p a g e  12 
t h a t  a l a x  e n f o r c e m e n t  p o l i c y  o n  l o a n  c o l l e c t i o n s  is t h e  
r e a s o n  f o r  t h e  d e l i n q u e n c y  r a t e  o n  P o i n t  M a c K e n z i e  f a r m s .
T h e  d e p a r t m e n t  h a s  w o r k e d  f o r  o v e r  14 m o n t h s  t o  d e v e l o p  a n d  
i m p l e m e n t  a t r o u b l e  d e b t  r e s t r u c t u r e  p r o g r a m .  T h i s  w a s  
i n i t i a t e d  i m m e d i a t e l y  a f t e r  t h e  p e r i o d  d u r i n g  w h i c h  P o i n t  
M a c K e n z i e  l o a n s  w e r e  in l e g a l  m o r a t o r i u m ,  as s o o n  as it 
b e c a m e  c l e a r  t h a t  s o m e ,  if n o t  al l ,  o f  t h e  P o i n t  M a c K e n z i e  
f a r m e r s  w e r e  f i n a n c i a l l y  d i s t r e s s e d  a n d  u n a b l e  t o  m a k e  
p a y m e n t s .  T h e  i n t e n t  o f  t h e  d e p a r t m e n t  w a s  t o  d e v e l o p  a 
p r o g r a m  t o  h a n d l e  t h i s  t r o u b l e d  d e b t  a n d  t o  m i n i m i z e  
f i n a n c i a l  l o s s e s  t o  t h e  A R L F ,  a n d  w e  a r e  n o w  b o t h  r e s t r u c­
t u r i n g  d e b t  a n d  c o l l e c t i n g  o n  l o a n s  m a d e  t o  b o r r o w e r s  w h o  d o  
n o t  q u a l i f y  f o r  r e s t r u c t u r i n g .  W e  w i l l  c o n t i n u e  t h i s  p o l i c y  
a n d  p r o g r a m  f o r  a l l  b o r r o w e r s ,  i n c l u d i n g  t h o s e  a t  P o i n t  
M a c K e n z i e .

6) F i n a l l y ,  it m a y  b e  h e l p f u l  t o  n o t e  t h a t  w e  a r e  c o n t i n u ­
in g  t o  p u r s u e  o p t i o n s  t o  p l a c e  t h e  c r e a m e r y  o p e r a t i o n  i n t o
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t h e  p r i v a t e  s e c t o r ,  a n d  a r e  t r y i n g  t o  d o  so w i t h o u t  e x p o s i n g  
t h e  s t a t e  o r  t h e  i n d u s t r y  t o  u n d u e  r i s k  f r o m  u n q u a l i f i e d  
m a n a g e m e n t  o r  to an o w n e r s h i p  g r o u p  l a c k i n g  t h e  a s s e t s  to 
o p e r a t e  t h e  b u s i n e s s .

I h o p e  t h e s e  c o m m e n t s  p r o v e  h e l p f u l .
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TH E L E G ISL A TU R E

BUDGET AND AUDIT COMMITTEE J

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

S U M M A R Y  OF: A  S p e c i a l  R e p o r t  o n  t h e  D e p a r t m e n t  o f  N a t u r a l
R e s o u r c e s ,  P o i n t  M a c K e n z i e  A g r i c u l t u r e  P r o j e c t  
a n d  t h e  M a t a n u s k a  M a i d  D a i r y ,  F e b r u a r y  5, 1988.

P U R P O S E  O F  T H E  R E P O R T

In a c c o r d a n c e  w i t h  a L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e  
r e q u e s t  a n d  T i t l e  24 o f  t h e  A l a s k a  S t a t u t e s ,  th i s  s p e c i a l  
r e p o r t  h a s  b e e n  p r e p a r e d  to d o c u m e n t  M a t a n u s k a  M a i d  D a i r y ' s  
m a r k e t i n g  e f f o r t  a n d  t h e  S t a t e  o f  A l a s k a ' s  i n v o l v e m e n t  i n  
t h e  P o i n t  M a c K e n z i e  a g r i c u l t u r e  p r o j e c t .

A U D I T O R ' S  C O N C L U S I O N

I n  1 9 7 9  a n  a d m i n i s t r a t i v e  a n d  l e g i s l a t i v e  d e c i s i o n  w a s  m a d e  
to s a l v a g e  the d a i r y  i n d u s t r y  o f  s o u t h c e n t r a l  A l a s k a  t h r o u g h  
t h e  d e v e l o p m e n t  o f  a d a i r y  p r o j e c t  at P o i n t  M a c K e n z i e .  T h e  
e c o n o m i c  f e a t  l i t y  o f  t h e  p r o j e c t  w a s  b a s e d  o n  a s s u m p t i o n s  
d e v e l o p e d  frc ' i s t i n g  M a t a n u s k a - S u s i t n a  V a l l e y  d a i r y  f a r m s  
a n d  a s m a l l  to.-, . p l o t  at P o i n t  M a c K e n z i e .  It w a s  r e c o g n i z e d  
at t h e  t i m e  t h a t  t h e  e c o n o m i c  f e a s i b i l i t y  o f  t h e  p r o j e c t  w a s  
q u e s t i o n a b l e .  A s  s t a t e d  in a 1 9 8 0  s t u d y  b y  the O f f i c e  o f  
M a n a g e m e n t  a n d  B u d g e t :  " A n y  c o m b i n a t i o n  o f  e a r l i e r  i n t e r e s t

p a y m e n t s ,  h i g h e a  i n t e r e s t  r a t e s  h i g h e r  c o n s t r u c t i o n  c o s t s  
a n d / o r  l o w e r  t h a n  r e q u i r e d  m i l k  p r o d u c t i o n  w i l l  s u b s t a n t i a l­
ly  a l t e r  t h e  t i m e  r e q u i r e d  b e f o r e  o p e r a t i o n s  a r e  f i n a n c i a l l y  
s o u n d . . .  T h e  m a r g i n  f o r  c o s t l y  m i s t a k e s  is m i n i m a l . "

A s  d i s c u s s e d  in t h i s  r e p o r t ,  m i s t a k e s  w e r e  m a d e .  T h e  
p r o j e c t  h a s  a l s o  b e e n  a f f e c t e d  b y  c i r c u m s t a n c e s  u n f o r e s e e n  
in 1 9 8 0 .  T h e  r e s u l t  h a s  b e e n  t h a t  o f  the o r i g i n a l  n i n e t e e n  
d a i r y  p a r c e l s  s o l d ,  e i g h t  a r e  p r o d u c i n g ,  a l l  o f  w h i c h  a r e  
c u r r e n t l y  d e l i n q u e n t  o n  s t a t e  l o a n s .  T h o s e  e i g h t  d a i r i e s  
a r e  m e e t ' n g  t h e  p r o d u c t i o n  e x p e c t a t i o n s  f o r  the e n t i r e  
p r o j e c t ;  h o w e v e r ,  a t  c u r r a n t  p r o d u c t i o n  l e v e l s  a n d  at 
c u r r e n t  ; i l k  p r i c e s  a l l  f a r m s  a r e  n o t  y e t  e c o n o m i c a l l y  
v i a b l e .

T h e  M a t a n u s k a  M a i d  c r e a m e r y  is i n  s t a t e  o w n e r s h i p ,  r u n  b v  
c o n t r a c t e d  m a n a g e m e n t .  A l t h o u g h  M a t a n u s k a  M a i d  p a y s  n o  d e b t  
s e r v i c e  a n d  s a l e s  in 1 9 8 7  w e r e  in e x c e s s  o f  $ 1 2 , 0 0 0 , 0 0 0 ,  the 
d a i r v  o p e r a t e d  a t  a l o s s  o f  $ 8 5 0 , 0 0 0 ,  p r i m a r i l y  d u e  to s t a t e  
p o l i c y  d e c i s i o n s  to p u r c h a s e  m o r e  m i l k  t h a n  d e m a n d  r e q u i r e d  

at a h i g h e r  t h a n  m a r k e t  p r i c e .



T h e  p r i c e  o f  m i l k  p a i d  to t h e  p r o d u c e r s  h a s  b e e n  the b a s i s  
o f  t d i f f i c u l t  p o l i c y  d i l e m m a  T h e  a b i l i t y  of Pt. M a c K e n z i e  
d a i r y  f a r m e r s  to p r o d u c e  a d e q u a t e  i n c o m e  to c o v e r  o p e r a t i n g  
c o s t s  a n d  c o v e r  d e b t  i n c u r r e d ,  p r i m a r i l y  to the A g r i c u l t u r a l  
R e v o l v i n g  L o a n  F u n d ,  is p r e d o m i n a n t l y  e f f e c t e d  b y  the p r i c e  
c h e y  r e c e i v e  f o r  m i l k  p r o d u c e d .  T h e  a b i l i t y  o f  M a t a n u s k a  
M a i d  to b e  e c o n o m i c a l l y  v i a b l e  a l s o  d e p e n d s  o n  t h a t  e n t i t y ' s  
a b i l i t y  to a d j u s t  t h e  p r i c e  o f  m i l k  p a i d  to p r o d u c e r s .

T h e  m o s t  d i f f i c u l t  m a r k e t i n g  c h a l l e n g e  h a s  b e e n  the g e n e r a l  
p u b l i c  w h i c h  M a t a n u s k a  M a i d  is a t t e m p t i n g  to w i n  t h r o u g h  
a d v e r t i s i n g ,  p r o m o t i n g  the b e n e f i t s  o f  l o c a l l y  p r o d u c i d  
p r o d u c t s .  T h e y  h a v e  s e e n  r e s u l t s  i n  t h e  f o r m  o f  i n c r e a s e d  
m a r k e t  s h a r e  o n l y  to h a v e  t h o s e  r e s u l t s  r e v e r s e d  b y  p r i c i n g  

s t r a t e g i e s  o f  r e t a i l  d i s t r i b u t o r s .  T h o u g h  the d a i r y  h a s  
a t t e m p t e d  to p r o d u c e  a c o m p e t i t i v e l y  p r i c e d  p r o d u c t ,  t h e y  
c a n n o t  c o n t r o l  t h e  p r i c e  c h a r g e d  to t h e  c o n s u m e r  b y  the 
r e t a i l  d i s t r i b u t o r .

T h e s e  q u e s t i o n s  t h e n  a r i s e :  C a n  the d a i r y  i n d u s t r y  in
s o u t h c e n t r a l  A l a s k a  b e  e c o n o m i c a l l y  v i a b l e ?  If no t ,  s h o u l d  
t h e  S t a t e  c o n t i n u e  to s u p p o r t  t h e  i n d u s t r y  f o r  o t h e r  s o c i a l  . 

a n d  e c o n o m i c  r e a s o n s ?  T h e  a n s w e r s  to t h e s e  q u e s t i o n s  d e p e n d  
o n  a d m i n i s t r a t i v e  a n d  l e g i s l a t i v e  p o l i c y  d e c i s i o n s  w h i c h  
n e e d  to b e  m a d e .  Fo' a l l  p r o j e c t  f a r m s  to b e c o m e  v i a b l e ,  
p r o d u c t i o n  l e v e l s  a n d / o r  r a w  m i l k  p r i c e s  m u s t  i n c r e a s e .  F o r  

M a t a n u s k a  M a i d  d a i r y  to b e c o m e  v i a b l e ,  p r i c e s  p a i d  to the 
p r o d u c e r s  m u s t  b e  m o d i f i e d  b a s e d  o n  m a r k e t  c o n d i t i o n s .  In 
b r i e f ,  t h e  r o a d  to e c o n o m i c  v i a b i l i t y  in t h e  c u r r e n t  p o l i c y  
c l i m a t e  is i n c r e a s e d  d e m a n d  o r  r e d u c e d  n u m b e r  o f  s u p p l i e r s .

ST AT E  O F  A LA SK A O I V I S IO N  O F  L E G I S L A T I V E  AU D I T



■

M a r c h  23, 1 9 8 8

T h e  t i t l e  o f  S e n a t e  B i l l  472, " A n  A c t  A u t h o r i z i n g  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  to T r a n s f e r  the C r e a m e r y  
F o r m e r l y  O w n e d  b y  M a t a n u s k a  M a i d ,  I n c . " ,  is a l o t  m o r e  t h a n  

t h a t .

1. I T  IS A  J O B S  B I L L  b e c a u s e  125 A l a s k a n s  a r e  d i r e c t l y
e m p l o y e d  b y  t h e  d a i r y  i n d u s t r y .  W h e n  y o u  a d d  the m u l t i p l i e r  

e f f e c t ,  a p p r o x i m a t e l y  375 A l a s k a n  j o b s  a r e  d e p e n d e n t  o n  t h e  

A l a s k a  d a i r y  i n d u s t r y .

2. IT IS T H E  L I N C H P I N  O F  T H E  D A I R Y  F A R M E R S  b e c a u s e  the
d a i r y  f a r m e r  c a n n o t  s u r v i v e  l o n g - t e r m  u n d e r  s t a t e  m a n a g e m e n t  
a n d  o w n e r s h i p .  N o  b u s i n e s s  in f a c t  c o u l d  s u r v i v e  u n d e r  
s t a t e  m a n a g e m e n t  o n  a s u b s t a i n e d  b a s i s .

3. IT IS S U P P O R T I V E  O F  A N  A L A S K A N  C O - O P  A l a s k a  Q u a l i t y
D a i r y ,  Inc. is a f a r m e r  o w n e d  c o - o p ,  w i t h  e q u a l  v o t e  f o r  
e a c h  m e m b e r ,  l a r g e  o r  s m a l l  p r o d u c e r ,  p o o r  o r  r i ch. It is 
t h e  p h o e n i x  o f  t h e  o l d  M a t  M a i d  c o - o p  w h i c h  w a s  s e r v i n g  
A l a s k a n s  s i n c e  the 1 9 3 0 's. A  c o - o p  b y  its v e r y  s t r u c t u r e  is 
d e s i g n e d  to s e r v e  a l l  its m e m b e r s  e q u a l l y ,  b o t h  t h o s e  o f  
t o d a y  a n d  t h o s e  o f  f u t u r e  g e n e r a t i o n s .  T h e  f a r m e r s '  c o - o p  
is n o  d i f f e r e n t  t h a n  C h u g a c h  E l e c t r i c ,  M a t a n u s k a  E l e c t r i c ,  
or H o m e r  E l e c t r i c  a n d  the t h i n g s  t h a t  y o u  do t o d a y  as 
l e g i s l a t o r s  b e n e f i t  a l l  c o - o p  m e m b e r s  b o t h  t o d a y  a n d
g e n e r a t i o n s  to come.

4. IT IS A  C O N S U M E R  B I L L  b e c a u s e  it w i l l  c o n t r i b u t e  to 
l o w e r  m i l k  p r i c e s  a n d  a l s o  h e l p  g u a r a n t e e  a r e l i a b l e  s u p p 1'/ 
o f  m i l k  f o r  A l a s k a n  c o n s u m e r s  i n  t h e  R a i l b e l t .  O n  two
o c c a s i o n s  th i s  y e a r  c o n t a i n e r  s h i p  d e l a y s  l e f t  the R a i l b e l t  
w i t h  o n l y  M a t a n u s k a  M a i d  to r e l y  o n  f o r  f r e s h  m i l k .

5. I T  IS P R O T E C T I O N  F O R  A R L F  A S S E T S  b e c a u s e  the o n l y  w a y  
the A R L F  c a n  e v e r  r e a l i z e  a r e t u r n  o f  the $ 9 , 0 0 0 , 0 0 0  it h a s  
i n v e s t e d  at P o i n t  M a c k e n z i e ,  or a r e t u r n  o n  the $ 6 , 0 0 0 , 0 0 0  
it h a s  i n v e s t e d  in the c r e a m e r y  a n d  t h e  f e e d m i l l ,  is f o r  the 
c r e a m e r y  to b e  c o m p e t i t i v e  a n d  v i a b l e .  T h e  a s s e t s  s e c u r e d  
b y  A R L F  l o a n s  a r e  w o r t h l e s s  e x c e p t  as o p e r a t i n g  b u s i n e s s e s .

6. IT IS A N  I N V E S T M E N T  IN A L A S K A ' S  F U T U R E  b e c a u s e  the 
p o t e n t i a l  for g r o w t h  o f  M a t  M a i d  u n d e r  a g g r e s s i v e  m a n a g e m e n t  
is at l e a s t  d o u b l e  the c u r r e n t  111 m a r k e t  shar e .

7. I T  IS A  B I L L  T H A T  G E T S  G O V E R N M E N T  O U T  O F  B U S I N E S S  a n d  
p l a c e s  t h e  f a r m e r s  in b u s i n e s s , p r o v i d i n g  t h e m  w i t h  a n
a b i l i t y  to c o n t r o l  t h e i r  o w n  d e s t i n y .  G o v e r n m e n t  l o s t

$ 8 4 4 , 1 3 5  in 1987.
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8. IT IS A  B I L L  T H A T  S T O P S  T H E  C O N T I N U E D  D R A I N  O N  AP.LF 
A S S E T S  so t h a t  f u t u r e  f a r m e r s  w i l l  h a v e  a s o u r c e  o f  c a p i t a l .  
D u r i n g  1 9 8 7  t h e  A R L F  a d v a n c e d  $ 1 , 0 4 3 , 9 9 0  to t h e  c r e a m e r y .

9. I T  IS A  B I L L  T H A T  R E M O V E S  T H E  U N C E R T A I N T Y  O F  T H E  
C R E A M E R Y ' S  C O N T I N U E D  O P E R A T I O N  b e c a u s e  it s e t  f o r t h  a p l a n  
for 15 y e a r s . T h e  c u r r e n t  u n c e r t a i n t y  r e d u c e s  t h e  f a r m e r s  
a b i l i t y  to p l a n  h i s  f u t u r e  a n d  a l s o  r e s t r i c t  the r e t a i l e r s  
a b i l i t y  to r e l y  u p o n  M a t  M a i d  f o r  a g u a r a n t e e d  l o n g - t e r m  
s o u r c e  o f  m i l k .

10. I T  IS A  B I L L  T H A T  R E M O V E S  P O L I T I C S  F R O M  T H E  C R E A M E R Y  
b e c a u s e  it e l i m i n a t e s  the a b s o l u t e  c o n t r o l  o f  the c r e a m e r y  
b y  the w h i m s  o f  a p o l i t i c a l l y  a p p o i n t e d  A R L F  B o a r d ,  D i r e c t o r  
o f  A g r i c u l t u r e  a n d  C o m m i s s i o n e r  o f  N a t u r a l  R e s o u r c e s .

I t h i n k  to u n d e r s t a n d  the i m p o r t a n c e  o f  t h i s  b i l l  o n e  s h o u l d  
c o m p a r e  the lo s e  i n t e r e s t  i n c o m e  to t h e  A R L F  v e r s u s  the 
b e n e f i t s  to the A R L F ,  b o t h  c u r r e n t  a n d  f u t u r e ,  rhe b e n e f i t s  
to A l a s k a n s ,  b o t h  c u r r e n t  a n d  f u t u r e ,  a n d  tht „ e n e f i t s  to 
t h e  d a i r y  i n d u s t r y ,  b o t h  c u r r e n t  a n d  f u t u r e .

T h e  e s t i m a t e d  f a i r  m a r k e t  v a l u e  o f  t h e  c r e a m e r y  b a s e d  u p o n  
a n  o n g o i n g  i n c o m e  a p p r o a c h  is $ 2 , 7 5 0 , 0 0 0  a c c o r d i n g  to D N R  
f i g u r e s ,  t h e r e f o r e ,  the l o s t  i n t e r e s t  to the A R L F  u n d e r  the 
c u r r e n t  b i l l  w o u l d  be:

1 9 3 9  $ 2 2 0 , 0 0 0
1 9 9 0  2 0 7 , 5 2 0
19 9 1  1 9 5 , 0 4 0
1 9 9 2  1 8 2 , 5 6 0
1 9 9 3  1 7 0 , 0 8 0

T O T A L  $975,2.00

$ 9 7 5 , 2 0 0  d i v i d e d  b y  5 = $ 1 9 5 , 0 4 0  a v e r a g e  i n t e r e s t  loss 
p e r  y e a r

T h e  n e t  l o s s  to t h e  A R L F  if the s a l e  w e r e  at f a i r  m a r k e t  
v a l u e  a n d  i n t e r e s t  at 8% is a n  a v e r a g e  o f  $ 1 9 5 , 0 4 0  p e r  y e a r  
o v e r  5 y e a r s .  T o  p u t  th i s  in p e r s p e c t i v e ,  t h a t  is a b o u t  10" 
o f  the D i v i s i o n  o f  A g r i c u l t u r e ' s  b u d g e t .  O n e  s h o u l d  a s k  the 
q u e s t i o n  w h i c h  c r e a t e s  the g r e a t e s t  b e n e f i t  f o r  A l a s k a  a n d  
f o r  A l a s k a  agriculture.'
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T h e  b e n e f i t s  to the A R L F  a n d  A l a s k a  a r e  a p p r o x i m a t e l y  as 
f o l l o w s :

E l i m i n a t i o n  o f  l o s s e s  S 8 A 4 , 1 3 5  x  5 x  h -  $ 2 , 1 1 0 , 0 0 0

L o a n s  to A R L F  to P o i n t  M a c K e n z i e  f a r m e r s  
w h i c h  w o u l d  b e  u n c o l l e c t e d  

S9, 0 0 0 , 0 0 0  x %  =

L o s s  i n  A l a s k a  icbs d i r e c t  a n d  i n d i r e c t  
5 x  5 2 5 , 0 0 0  x  375 =

E l i m i n a t i o n  o f  r e p l a c e m e n t  c o s t s  o f  
e q u i p m e n t  D e r  D N R  f i g u r e s  

k x 4 , 6 0 0 , 0 0 0  =

T O T A L

4 . 5 0 0 . 0 0 0  

46 ,875 ,000

1 . 1 5 0 . 0 0 0  

$ 5 4 , 6 3 5 , 0 0 0

5 5 4 , 6 3 5 , 0 0 0  d i v i d e d  b y  5 y e a r s  = $ 1 0 , 9 2 7 , 0 0 0  p e r  y e a r  
b e n e f i t .

$ 1 0 , 9 2 7 , 0 0 0  B e n e f i t
 1 9 5 , 0 4 0  C o s t

5 1 0 , 7 3 1 . 9 6 0  N e t  g a i n  p e r  y e a r

$ 1 0 , 7 3 1 , 9 6 0  is m y  e s t i m a t e  c f  t h e  m i n i m a l  n e t  g a i n  b e c a u s e  
it t a k e s  i n t o  a c c o u n t  n o  g r o w t h  i n  m a r k e t  s h a r e .  A  n o r m a l  
s t a t e  e x p e n d i t u r e  s u c h  as y o u r  j o b s  b i l l  o f  5 7 5 , 0 0 0 , 0 0 0  w i l l  
c r e a t e  l e s s  b e n e f i t  to A l a s k a n s  t h a n  t h e  $ 1 9 5 , 0 4 0  t h a t  th i s  
b i l l  c o s t s  the A R L F  p e r  y e a r .  T h e  c o s t  p e r  j o b  o f  the
1 9 5 , 0 4 0  is a b o u t  5 0 0 . 0 0  p e r  j o b  p e r  y e a r .  T o  p u t  it a n o t h e r  
wa y ,  the 5 1 9 5 , 0 4 0  is a b o u t  2 5 %  o f  the A R L F ' s  a d m i n i s t r a t i v e  
c o s t s  p e r  yea r .  O n e  s h o u l d  a s k  w h i c h  c r e a t e s  the g r e a t e s t  
b e n e f i t  f o r  A l a s k a n s  a n d  f o r  A l a s k a  a g r i c u l t u r e !

I w o u l d  a l s o  t e l l  y o u  t h a t  I b e l i e v e  t h a t  d a i r y  f a r m i n g  c a n  
w o r k  in A l a s k a  a n d  t h a t  I b e l i e v e  t h a t  long-tern, a g r i c u l t u r e  
c a n  p l a y  a n  i m p o r t a n t  r o l e  in A l a s k a ' s  f u t u r e .  I w o u l d  li k e  
to e n d  b y  a s k i n g  y o u r  s u p p o r t  f o r  S e n a t e  B i l l  4 7 2  a n d  r e m i n d  
y o u  t h a t  the s p i r i t  o f  a s s i s t i n g  a g r i c u l t u r e  w h i c h  I a m  
a s k i n g  y o u  f o r  t o d a y  t r a c e s  its i d e o l o g y  b a c k  to o u r  
c o u n t r y ' s  f o r m a t i o n  w h e n  W a s h i n g t o n  s a i d  o n  D e c e m b e r  6, 17 9 6  
in his f i n a l  a n n u a l  a d d r e s s  to C o n g r e s s :

"... w i t h  r e f e r e n c e  e i t h e r  to i n d i v i d u a l  o r  n a t i o n a l  
w e l f a r e ,  a g r i c u l t u r e  is o f  p r i m a r y  i m p o r t a n c e .  In 
p r o p o r t i o n ,  as n a t i o n s  a d v a n c e  in p o p u l a t i o n  a n d  o t h e r  
c i r c u m s t a n c e s  c f  m a t u r i t y ,  th i s  t r u t h  b e c o m e s  m o r e  
a p p a r e n t ,  a n d  r e u d e r s  the c u l t i v a t i o n  o f  the s o i l  m o r e  

a n d  m o r e  a n  o b j e c t  o f  p u b l i c  p a t r o n a g e . "

b t c t c s :


