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U nited  States D e p a r tm en t  o f  the Interior
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Anchorage Fish and W ild life Enhancement 
Sunshine Plaza, Siulc 2D 
4 1 1 West 4th Avenue 
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C o l o n e l  W i l b u r  T. G r e g o r y ,  Jr.

D i s t r i c t  E n g i n e e r  NOV I 3
A l a s k a  D i s t r i c t ,  C o r p s  of E n g i n e e r s  

P o u c h  8 9 8

A n c h o r a g e ,  A l a s k a  9 9 5 0 6 - 0 8 9 8

Re: 1 - 8 7 0 4 3 7

T u g i d a k  P a s s a g e  1

D e a r  C o l o n e l  G r e g o r y :

T h e  U . S .  F i s h  a n d  W i l d l i f e  S e r v i c e  ( S e r v i c e )  h a s  r e v i e w e d  P u b l i c  N o t i c e  

1 - 8 7 0 4 3 7 ,  d a t e d  A u g u s t  17, 1987. Mr. G a r y  J. P e t e r s o n  h a s  r e q u e s t e d  a 

D e p a r t m e n t  of the A r m y  p e r m i t  to p e r f o r m  w o r k  in w a t e r s  of the U n i t e d  S t a t e s .  

T h e  p r o j e c t  is l o c a t e d  on T u g i d a k  I s l a n d ,  T r i n i t y  I s l a n d s  G r o u p ,  A l a s k a .

T h e  a p p l i c a n t  h a s  m o d i f i e d  the o r i g i n a l  p r o p o s a l  a n d  n o w  p r o p o s e s  to d r e d g e  

a p p r o x i m a t e l y  5 0 0  c u b i c  y a r d s  of b e a c h  s a n d  per day ,  p r o c e s s  the d r e d g e d  

m a t e r i a l ,  a nd r e t u r n  it  to its p o i n t  of  o r i g i n .  A l l  w o r k  w o u l d  be p e r f o r m e d  

l a n d w a r d  of the m e a n  l o w  t ide line. B e a c h  m a t e r i a l  w o u l d  b e  w o r k e d  u s i n g  

f r o n t - e n d  l o a d e r s ,  s a n d  p u mp, or t r a c t o r - m o u n t e d  b u c k e t .  A  w a t e r  t r a p  i n t a k e  

p i t  w o u l d  be  c o n s t r u c t e d  e a c h  d a y  by d r e d g i n g  a p p r o x i m a t e l y  t h r e e  c u b i c  

y a r d s .  T h i s  m a t e r i a l  w o u l d  be s t o c k p i l e d  a l o n g s i d e  the pi t  a nd r e t u r n e d  to 

the p it at  the c l o s e  of o p e r a t i o n .  T w o  w o r k  s i t e  l o c a t i o n s  I n v o l v i n g  f i v e  

m i n i n g  c l a i m s  a r e  c u r r e n t l y  p r o p o s e d  a t  the n o r t h e a s t  e nd of T u g i d a k  I s l a n d .  

M a t e r i a l s  and p e r s o n n e l  w o u l d  be  t r a n s p o r t e d  to t he I s l a n d  v i a  b a r g e  or 

a i r c r a f t .  F o u r - w h e e l e d  a l l - t e r r a i n  v e h i c l e s  w o u l d  be u s e d  f o r  i s l a n d  t r a v e l .  

T h e  c a m p s  w o u l d  be l o c a t e d  in  u p l a n d  a r e a s  n e a r  the w o r k  s i t e s .  T h e  p u r p o s e

of the p r o p o s e d  w o r k  is to e x t r a c t  m e t a l l i c  c o n c e n t r a t e s  f or c o m m e r c i a l  s a l e .

T h e  S e r v i c e  h a s  l o n g  b e e n  a w a r e  of  the e x t r a o r d i n a r y  f i s h  a n d  w i l d l i f e

r e s o u r c e s  f o u n d  o n  T u g i d a k  I s l a n d ,  e s p e c i a l l y  b i r d s  a n d  m a r i n e  m a m m a l s .

O r i g i n a l l y  a p p r o v e d  f or i n c l u s i o n  i n t o  the A l a s k a  M a r i t i m e  N a t i o n a l  W i l d l i f e  

R e f u g e  ( A l a s k a  N a t i o n a l  I n t e r e s t  L a n d s  C o n s e r v a t i o n  A ct, P u b l i c  L a w  9 6 - 4 8 7 ,  

D e c e m b e r  2, 1980, 94 Stat. 2371, sec. 3 0 3 ) ,  T u g i d a k  I s l a n d  d i d  n ot b e c o m e  p a r t  

of the r e f u g e  d u e  to a p r e v i o u s  S t a t e  of A l a s k a  l a n d  s e l e c t i o n .  T h e  A l a s k a  

D e p a r t m e n t  of F i s h  a n d  G a m e  a l s o  h a s  a h i s t o r y  of c o n c e r n  o v e r  p r o t e c t i o n  of 

the i s l a n d s ' s  v a l u a b l e  w i l d l i f e  r e s o u r c e s ,  p r e v i o u s l y  p r o p o s i n g  " C r i t i c a l  

H a b i t a t "  s t a t u s  for T u g i d a k  I s l a n d  ( H o u s e  B i l l  6 56) a n d  p r o m o t i n g  c l o s u r e  of 

the i s l a n d  to m i n e r a l s  e n t r y  a n d  c a t t l e  g r a z i n g .

T u g i d a k  I s l a n d  is u n i q u e  in that it is a p p a r e n t l y  the l a r g e s t  i s l a n d  in A l a s k a  

to r e m a i n  fre e  of i n t r o d u c e d  fox. F o x  h a v e  b e e n  r e l e a s e d  f o r  fu r  f a r m i n g  o n  

v i r t u a l l y  al l  i s l a n d s  o r i g i n a l l y  free of  s u c h  p r e d a t o r s ,  r e s u l t i n g  In  s e v e r e  

a d v e r s e  i m p a c t s  to n e s t i n g  w a t e r f o w l  a n d  s e a b i r d s .  A l s o ,  u n l i k e  m o s t  o t h e r
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l a r g e  i s l a n d s  w i t h  e x t r u s i v e  m n r a h  h a b i t a t ,  no  r a t e  la or otlirr g r a z i n g  m n m m n l s  

h a v e  b e e n  i n t r o d u c e d  to Tugidu!.. C a t t l e  g r a z i n g  h as s e r i o u s l y  d a m a g e d  m a n y  

i s l a n d s  t h r o u g h  r e m o v a l  of  v e g e t a t i o n  a n d  s u b s e q u e n t  e r o s i o n .  T h e  l a c k  of  

c a t t l e  g r a z i n g  an d  f ox p r e d a t i o n  a r e  f a c t o r s  c o n t r i b u t i n g  to the i s l a n d ' s  

i m p  .Ttance to i n s u l a r  a v i f a u n a .

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

o f  w i l d l i f e .  U n l i k e  m o s t  i s l a n d s  i n  the A l e u t i a n  A r c  a n d  G u l f  o f  A l a s k a ,  

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

n o r t h e a s t  e n d  of the i s l a n d ,  the l o c a t i o n  o f  this p r o p o s a l ,  c o n s i s t s  of a 

l a r g e  l a g o o n  c o n t a i n i n g  e x t e n s i v e  m u d f l a t s  a nd e e l g r a s s  beds. T h e  l a g o o n  is 

e .closed by a c i r c u l a r  s p i t  w i t h  b e a c h e s  c o m p o s e d  of s ods a n d  g r a v e l .  A b o v e  

t he h i g h  t i d e  line, the s a n d  d u n e s  a r e  s t a b i l i z e d  b y  s a . t - t o l e r a n t  g r a s s e s  a n d  

m a n y  d r i f t  l o g s .  F u r t h e r  i n l a n d ,  t u n d r a - l i k e  v e g e t a t i o n  c o n s i s t i n g  of 

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

O n  A u g u s t  26, 1987, b i o l o g i s t s  f r o m  the S e r v i c e  a n d  t he A l a s k a  D e p a r t m e n t  of 

F i s h  a n d  G a m e  c o n d u c t e d  a n  a e r i a l  s u r v e y  of T u g i d a k  I s l a n d .  W h i l e  m a n y  

s p e c i e s  of w i l d l i f e  w e r e  o b s e r v e d ,  the f o l l o w i n g  w e r e  i d e n t i f i e d  f r o m  the

air :  b a l d  e a g l e ,  t u n d r a  swan, w i l l o w  p t a r m i g a n ,  p a r a s i t i c  j a eger, h a r b o r

s e a l ,  a n d  S t e l l e r ' s  s e a  l i o n .  O n  O c t o b e r  15, 1987, b i o l o g i s t s  f r o m  the 

S e r v i c e ,  N a t i o n a l  M a r i n e  F i s h e r i e s  S e r v i c e ,  E n v i r o n m e n t a l  P r o t e c t i o n  A g e n c y ,  

a n d  A l a s k a  D e p a r t m e n t  of F i s h  a n d  G a m e  c o n d u c t e d  a e r i a l  a n d  g r o u n d  s u r v e y s  

a r o u n d  the l a g o o n .  T h e  p u r p o s e s  of  the s u r v e y s  w e r e  to c o n f i r m  the p r e s e n c e  

of  e e l g r a s s  in the l a g o o n ,  a s s e s s  a n a d r o m o u s  f i s h  u s a g e  of t h r e e  u n d o c u m e n t e d  

s t r e a m s  w h i c h  o u t l e t  i n t o  the l a g o o n ,  s u r v e y  t e r r e s t r i a l  v e g e t a t i o n  at  the 

p r o j e c t  s i t e ,  a n d  a s s e s s  s e a s o n a l  f i s h  a n d  w i l d l i f e  u s e  of the a r ea.

S i n c e  1 9 6 0 ,  s e v e r a l  a c c o u n t s  ui‘ w i l d l i f e  o b s e r v a t i o n s  o n  T u g i d a k  I s l a n d  h a v e  

b e e n  w r i t t e n .  I n  o n e  a c c o u n t  of  b i r d  o b s e v a t i o n s  o n  the i s l a n d  d u r i n g  J u n e ,

44  s p e c i e s  o f  b i r d s  w e r e  n o t e d  u s i n g  the i s l a n d ,  w i t h  e v i d e n c e  of n e s t i n g  b y

3 4  s p e c i e s  ( M a c i n t o s h  1 9 7 8 ) .  A m o n g  these, s i x  s p e c i e s  of  r a p t o r s  u s e  the

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

A t  l e a s t  s e v e n  s p e c i e s  of d u c k s  n e s t  on  the i s l a n d ,  i n c l u d i n g  m a l l a r d  a n d  

n o r t h e r n  p i n t a i l ,  a n d  t he o n l y  r e c o r d  of n e s t i n g  g a d w a l l s  in the K o d i a k  

A r c h i p e l a g o .  N e s t i n g  d e n s i t y  of d u c k s  is t h o u g h t  to be  f a r  g r e a t e r  h e r e  t h a n  

a n y w h e r e  e l s e  in  t he K o d i a k  r e g i o n .  A s  m a n y  as 3 0  or  4 0  t u n d r a  s w a n s  u t i l i z e  

t h e  i s l a n d ' s  m a n y  l a k e s  f o r  n e s t i n g .  T u g i d a k  I s l a n d  e x h i b i t s  a n  u n u s u a l  

a b u n d a n c e  a n d  d i v e r s i t y  of m i g r a t o r y  an d  n e s t i n g  s h o r e b i r d s ,  i n c l u d i n g  the 

e a s t e r n m o s t  b r e e d i n g  l o c a t i o n  of r o c k  s a n d p i p e r s  in  A l a s k a .  N e s t i n g  c o l o n i e s  

o f  a r c t i c  a n d  A l e u t i a n  t e r n s  a n d  m e w  g u l l s  a r e  f o u n d  on  the i s l a n d .  O t h e r  

n e s t i n g  s p e c i e s  of n o t e  i n c l u d e  a l a r g e  n u m b e r  of  p a r a s i t i c  j a e g e r s  a nd 

p r o b a b l y  the o n l y  n e s t i n g  p o p u l a t i o n  of l o n g - t a i l e d  j a e g e r s  on an  i s l a n d  

o u t s i d e  the B e r i n g  Sea. T o  s u m m a r i z e ,  a t  l e a s t  56 s p e c i e s  of b i r d s  o c c u r  on 

T u g i d a k  I s l a n d ,  w i t h  38 s p e c i e s  k n o w n  tc n e s t  there.

T u g i d a k  l a g o o n  is u s e d  e x t e n s i v e l y  for s t a g i n g  b y  m i g r a t i n g  w a t e r f o w l .

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

n o r t h e r n  p i n t a i l ,  a n d  \ m e r i c a n  w i g e o n .  T h i s  s t a g i n g  a r e a  is i m p o r t a n t  to f a l l  

m i g r a n t s  a b o u t  to b e g i n  l o n g - d i s t a n c e  s o u t h w a r d  f l i g h t s .  S p e c i e s  s t a g i n g  o n  

t h e  l a g o o n  d u r i n g  the O c t o b e r  1 9 8 7  f i e l d  s u r v e y  of the p r o j e c t  a r e a  i n c l u d e d  

a p p r o x i m a t e l y  6 0 0  C a n a d a  g e e s e ,  1 0 0 0  d u c k s  of t h r e e  s p e c i e s ,  a nd h u n d r e d s  of 

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

g e e s e  d u r i n g  s p r i n g  m i g r a t i o n  ( A l a s k a  D e p a r t m e n t  of F i s h  a n d  G a m e  1 9 8 5 ) .



T h e  l a g o o n  Is e s p e c i a l l y  i m p o r t a n t  in that it p r o v i d e s  w i n t e r  h a b i t a t  f or the 

e m p e r o r  g o o s e ,  a s p e c i e s  of  s p e c i a l  c o n c e r n  to tlie S e r v i c e  b e c a u s e  of r e c e n t  

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

f r o m  an  e s t i m a t e d  f a l l  p o p u l a t i o n  of  1 5 0 , 0 0 0  in 1 9 7 1  to 6 8 , 0 0 0  In 1 9 8 6  a n d  h a s  

d e c l i n e d  a n n u a l l y  f r o m  1 9 8 2  t h r o u g h  L986 ( S e r v i c e  1 9 8 6 ) .  P a s t  w i n t e r  s u r v e y  

c o u n t s  i n d i c a t e  t h a t  T u g i d a k  l a g o o n  p r o v i d e s  h a o i t a t  f or a p p r o x i m a t e l y  50 

p e r c e n t  of  the w i n t e r i n g  e m p e r o r  g e e s e  in the K o d i a k  A r c h i p e l a g o .  B i o l o g i s t s  

at  t he K o d i a k  N a t i o n a l  W i l d l i f e  R e f u g e ,  n o w  c h a r g e d  wic'n c o n d u c t i n g  w i n t e r  

g o o s e  p o p u l a t i o n  s u r v e y s  In  the K o d i a k  a r e a ,  c o u n t e d  8 7 7  e m p e r o r  g e e s e  o n  t he 

T u g i d a k  I s l a n d  l a g o o n  d u r i n g  J a n u a r y ,  1987 ( R yan, p e rs. c o m m . ) .  A n  O c t o b e r  

1 9 8 7  s u r v e y  c o u n t e d  6 0 0  e m p e r o r  g e e s e  on  the l a g o o n .  E m p e r o r  g e e s e  art v e  at 

t h e i r  w i n t e r  h a b i t a t  in  S e p t e m b e r  a n d  d e p a r t  in M a r c h .  T h e  S e r v i c e  is 

c u r r e n t l y  u n d e r t a k i n g  s t u d i e s  to o b t a i n  i n f o r m a t i o n  on  the w i n t e r i n g  e c o l o g y  

of  the e m p e r o r  g o o s e  ( S e r v i c e  1986).

T u g i d a k  I s l a n d  s u p p o r t s  o n e  of the l a r g e s t  p o p u l a t i o n s  of h a r b o r  s e a l s  In the 

w o r l d ,  p r e v i o u s l y  e s t i m a t e d  at 1 5 , 0 0 0  to 7 0 , 0 0 0  a n i m a l s  w i t h  a n  a n n u a l  

p r o d u c t i o n  of  5 , 0 0 0  p u p s  ( P i t c h e r ,  p e rs. c o m m . ) .  A l a s k a  D e p a r t m e n t  of F i s h  

a n d  G a m e  s u r v e y  d a t a  i n d i c a t e s  tha t  this p o p u l a t i o n  d e c r e a s e d  by 77 p e r c e n t  

b e t w e e n  1 9 7 6  a n d  1 9 8 2  ( C a l k i n s  a n d  P i t c h e r  1 9 8 3 ) .  B e a c h e s  in  the p r o j e c t  a r e a  

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

S e p t e m b e r .  O t h e r  m a r i n e  m a m m a l s  o c c u r i n g  at T u g i d a k  I s l a n d  i n c l u d e  s e a  o t t e r  

a n d  o c c a s i o n a l l y  S t e l l e r ' s  s ea lion.

''uring the O c t o b e r  1 987 f i e l d  s u r v e y ,  two s t r e a m s  w h i c h  o u t l e t  at  the 

s o u t h w e s t  s i d e  of the l a g o o n  w e r e  f o u n d  to be u s e d  by  a n a d r o m o u s  fish, 

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

d o c u m e n t e d  in  the A l a s k a  D e p a r t m e n t  of F i s h  a n d  G a m e ' s  C a t a l o g  of  W a t e r s  

I m p o r t a n t  fo r  the S p a w n i n g ,  R e a r i n g ,  a nd M i g r a t i o n  of A n a d r o m o u s  F i s h e s .

T h e  e x t e n s i v e  e e l g r a s s  b e d s  w h i c h  w e r e  o b s e r v e d  in  the l a g o o n  a r e  t h o u g h t  to 

b e  a m a j o r  n u r s e r y  a r e a  f o r  d u n g e n e s s  c r ab. T h e  l a r g e s t  c o m m e r c i a l  c a t c h e s  c f  

d u n g e n e s s  c r a b  i n  the K o d i a k  A r c h i p e l a g o  o c c u r  j u s t  o f f s h o r e  of  the m o u t h  of 

T u g i d a k  l a g o o n  ( A l a s k a  D e p a r t m e n t  of F i s h  a n d  G a m e  1 9 8 1 - 1 9 8 5 ) .  T h e  l a g o o n  Is 

a l s o  a k n o w n  r e a r i n g  a n d  f e e d i n g  a r e a  f o r  P a c i f i c  h e r r i n g  ( A l a s k a  D e p a r t m e n t  

of F i s h  a n d  G a m e  1 9 8 5 ) .

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

N a t l  n a l  a n d  R e g i o n a l  R e s o u r c e  s p e c i e s  ( D e p a r t m e n t  of  the I n t e r i o r  1 9 8 3 ) :  

C a n a d a  g o o s e ,  g r e a t e r  w h i t e - f r o n t e d  g o o s e ,  s n o w  g o o s e ,  b r a n t ,  t u n d r a  s w a n , 

m a l l a r d ,  b a l d  e a g l e ,  s ea o t t e r ,  a nd c o h o  s a l m o n .  E m p e r o r  g o o s e  a n d  p e r e g r i n e  

f a l c o n  (F a l c o  p e r e g r i n u s  p e a l e i ) a r e  c o n s i d e r e d  R e g i o n a l  R e s o u r c e  s p e c i e s .

I n  a c c o r d a n c e  w i t h  the S e r v i c e ' s  M i t i g a t i o n  P o l i c y  ( D e p a r t m e n t  of  the I n t e r i o r  

1 9 8 1 ) ,  w e  h a v e  s e l e c t e d  e m p e r o r  g o o s e ,  h a r b o r  seal, n o r t h e r n  p i n t a i l ,  r o c k  

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

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

u t i l i z e  the p r o j e c t  a r e a .  T h e  p r o j e c t  a r e a ,  d e f i n e d  as the a r e a  w h i c h  w i l l  

p o t e n t i a l l y  be a f f e c t e d  b y  the p r o p o s e d  w o r k  a n d  a s s o c i a t e d  a c t i v i t i e s ,  

i n c l u d e s  the l a g o o n  a n d  s u r r o u n d i n g  a r e a .

T h e  b a l d  e a g l e ,  a l t h o u g h  p o t e n t i a l l y  i m p a c t e d ,  Is n ot I n c l u d e d  as  an 

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

p r o t e c t e d  by the f e d e r a l  B a l d  E a g l e  P r o t e c t i o n  A c t  (16 U . S . C .  6 6 8 - 6 6 8 c ) .



B a s e d  o n  i n f o r m a t i o n  a b o u t  the f i s h  a n d  w i l d l i f e  r e s o u r c e s  of  T u g i d a k  I s l a n d ,  

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

i n  the p r o j e c t  a r e a  to th e  f o l l o w i n g  R e s o u r c e  C a t e g o r i e s :

E v a l u a t i o n  S o e c i e s R e s o u r c e  C a t e g o r y

E m p e r o r  g o o s e 1

H a r b o r  s e a l 1

N o r t h e r n  p i n t a i l 2
R o c k  s a n d p i p e r 3

D u n g e n e s s  c r a b 3

R e s o u r c e  C a t e g o r y  1 h a b i t a t s  a r e  c o n s i d e r e d  u n i q u e  a n d  i r r e p l a c e a b l e  o n  a 

n a t i o n a l  or  e c o r e g i o n  b a s i s .  O u r  m i t i g a t i o n  g o a l  f o r  R e s o u r c e  C a t e g o r y  1 is 

n o  l o s s  of e x i s t i n g  h a b i t a t .  R e s o u r c e  C a t e g o r y  2 h a b i t a t s  a r e  h i g h  v a l u e  

h a b i t a t s  a n d  a r e  r e l a t i v e l y  s c a r c e  or  b e c o m i n g  s c a r c e  on a n a t i o n a l  or 

e c o r e g i o n  b a s i s .  O u r  m i t i g a t i o n  g o a l  f o r  R e s o u r c e  C a t e g o r y  2 is no n e t  l o s s  

o f  i n - k i n d  h a b i t a t  v a l u e .  R e s o u r c e  C a t e g o r y  j  h a b i t a t s  a r e  h i g h  v a l u e  f o r  t he 

e v a l u a t i o n  s p e c i e s  a n d  a r e  r e l a t i v e l y  a b u n d a n t  on  a n a t i o n a l  b a s i s .  O u r  

m i t i g a t i o n  g o a l  f o r  R e s o u r c e  C a t e g o r y  3 is n o  n e t  l o s s  of h a b i t a t  v a l u e  w h i l e -  

m i n i m i z i n g  t h e  l o s s  of  i n - k i n d  h a b i t a t  v a l u e .

F a c t o r s  i n f l u e n c i n g  T u g i d a k  I s l a n d ' s  u n i q u e  h a b i t a t  q u a l i t y  i n c l u d e :  th e  l a c k

o f  i n t r o d u c e d  f o x  o r  c a t t l e ;  i t s  a b i l i t y  to s u p p o r t , o n e  of the w o r l d ' s  l a r g e s t  

p o p u l a t i o n s  o f  h a r b o r  s e a l s ;  i t s  us e  b y  t h o u s a n d s  of  b i r d s  d u r i n g  m i g r a t i o n ;  

i t s  a b i l i t y  to s u p p o r t  n e s t i n g  p o p u l a t i o n s  o f  b i r d s  n o t  n o r m a l l y  f o u n d  . 

e l s e w h e r e  in  t he K o d i a k  A r c h i p e l a g o ;  a n d  its s u p p o r t  o f  a d e c l i n i n g  p o p u l a t i o n  

o f  e m p e r o r  g e e s e .

T h e  p o t e n t i a l  a d v e r s e  i m p a c t s  of p l a c e r  m i n i n g  o n  i n t e r t i d a l  b e a c h e s  a n d  

m u d f l a t s  i n c l u d e  t he l o n g  a n d  s h o r t - t e r m  l o s s  of h a b i t a t  r e s u l t i n g  f r o m  

d r e d g i n g ,  m a t e r i a l  s t o c k p i l i n g ,  r o a d  u se, c a m D  o p e r a t i o n s ,  a n d  d e w a t e r i n g  of 

p o n d s  or c r e e k s  f o r  i n d u s t r i a l  use .  T r a v e l  t h r o u g h 1 v e g e t a t e d  a r e a s  a n d  c a m o  

u s e  w o u l d  n o t  o n l y  r e s u l t  in  the l o n g - t e r m  l o s s  of h a b i t a t  t h r o u g h  d e s t r u c t i o n  

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

r o u t e s .  G r o u n d - n e s t i n g  s p e c i e s ,  s u c h  as n o r t h e r n  p i n t a i l  an d  r o c k  s a n d p i p e r ,  

a r e  p a r t i c u l a r l y  v u l n e r a b l e  to a v i a n  p r e d a t i o n  f o l l o w i n g  d i s t u r b a n c e .  T o  

s u p p o r t  m i n i n g  o p e r a t i o n s  o n  o p p o s i t e  s i d e s  of  the l a g o o n ,  It is l i k e l y  t h a t  

t r a v e l  a r o u n d  the e n t i r e  l a g o o n  w o u l d  b e  n e c e s s a r y  in  o r d e r  to o b t a i n  f r e s h  

w a t e r  t o r  c a m p  use, o r  m e e t  a i r c r a f t  or  b a r g e s .  U n r e s t r i c t e d  r e c r e a t i o n a l  u s e  

of a l l - c e r r a i n  v e h i c l e s  w o u l d  f u r t h e r  c o n t r i b u t e  to t his d i s t u r b a n c e .  D u r i n g  

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

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

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

S h o r t - t e r m  d i s t u r b a n c e  to w i n t e r i n g  e m p e r o r  g e e s e  w o u l d  r e s u l t  f r o m  l o w - l e v e l  

a i r c r a f t  o v e r f l i g h t s ,  b a r g e  o p e r a t i o n s ,  a nd b e a c h  t r a v e l  d u r i n g  the w'aptember 

to M a r c h  u s e  p e r i o d .  F r e q u e n t  d i s t u r b a n c e  to w i n t e r i n g  e m p e r o r  g e e s e  c o u l d  

r e s u l t  in the u n d e r u t i l i z a t i o n  of the a v a i l a b l e  g o o s e  h a b i t a t ,  r e s u l t i n g  in 

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



H a r b o r  s e a l s  a r e  s e n s i t i v e  to d i s t u r b a n c e  w h i l e  p u p p i n g  d u r i n g  the s p r i n g  a n d  

m o l t i n g  d u r i n g  l a t e  s u m m e r .  A c c o r d i n g  to P i t c h e r  a n d  C a l k i n s  ( 1 979), s e a l s  on 

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

h u m a n - b e l a t e d  d i s t u r b a n c e s  i n c l u d e :  a l l - t e r r a i n  v e h i c l e s ,  h i k e r s ,  d o m e s t i c

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

s e p a r a t i o n  o f  f e m a l e s  a n d  n e w b o r n  p u p s ,  r e s u l t i n g  i n  the d e a t h  of  the pup.

D u r i n g  m o l t i n g ,  s e a l s  a r e  in p o o r  p h y s i c a l  c o n d i t i o n  a n d  e n t e r i n g  the w a t e r  at

t h i s  t i m e  ms'* h 2 v s  d s t r i m s n t s l  s f f s c t s  on t h s i r  h s s l t h .  B s c s u s o  cf the 

i m p o r t a n c e  o f  a l l  t he b e a c h e s  a r o u n d  a n d  i n s i d e  the m o u t h  of the l a g o o n  to 

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

A c c o r d i n g  to p r o j e c t  p l a n s ,  p r o c e s s e d  m a t e r i a 1 w o u l d  be r e t u r n e d  to its p l a c e  

of o r i g i n .  W e  a r e  c o n c e r n e d ,  h o w e v e r ,  w i t h  t he e f f e c t  that r e m o v a l  a nd 

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

s p i t .  T h e  p h y s i c a l  f o r c e s  a f f e c t i n g  e r o s i o n  a n d  d e p o s i t i o n  of s e d i m e n t s  on 

T u g i d a k  I s l a n d  a r e  n o t  f u l l y  u n d e r s t o o d .  T h e  a p p l i c a n t  c u r r e n t l y  p r o p o s e s  to 

d r e d g e  5 0 0  c u b i c  y a r d s  of m a t e r i a l  p e r  day; h o w e v e r ,  w e  a r e  u n a b l e  to

a s c e r t a i n  t he t o t a l  a m o u n t  of  m a t e r i a l  that w o u l d  be d r e d g e d  o v e r  the l i f e  of

the p r o j e c t  o r  w h a t  I m p a c t s  w o u l d  o c c u r  to the s t a b i l i t y  of the spit.

M u c h  a d d i t i o n a l  i n f o r m a t i o n  is n e e d e d  b e f o r e  a t h o r o u g h  a s s e s s m e n t  of the 

p o t e n t i a l  I m p a c t s  of p l a c e r  m i n i n g  o n  T u g i d a k  I s l a n d  c a n  be m a d e .

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

w i l d l i f e  u s e  of th e  i s l a n d ,  a n d  a n  a s s e s s m e n t  of the p h y s i c a l  f a c t o r s  w h i c h  

i n f l u e n c e  .ue I s l a n d .

T h e  S e r v i c e  b e l i e v e s  t h a t  t h e r e  e x i s t s  a p o t e n t i a l  fo r  a d d i t i o n a l  p l a c e r  

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

i n d i c a t e d  tha t  a d d i t i o n a l  w 0 rk m a y  be p r o p o s e d  In  t he f u t u r e  a n d  h as s t a k e d  

■•veral h u n d r e d  m i n i n g  c'.-'ms. A l s o ,  w e  a r e  a w a r e  of  o t h e r  i n d i v i d u a l s  w h o  

h a v e  s t a k e d  c l a i m s  or  l i e d  f o r  l o c a l •p e r m i t s . B e c a u s e  of  this p o t e n t i a l  

f o r  a d d i t i o n a l  p r o p c s a x s ,  c o n s i d e r a t i o n  m u s t  be g i v e r  to a s s e s s m e n t  of 

p o t e n t i a l  c u m u l a t i v e  i m p a c t ! .

B a s e d  o n  th e  t e s t i m o n y  g i v e n  at r e c e n t  l o c a l  p u b l i c  h e a r i n g s  a n d  c o v e r a g e  in 

the l o c a l  n e w s  m e d i a ,  it  is a p p a r e n t  tha t  the p o t e n t i ; !  for m i n i n g  o n  T u g i d a k  

I s l a n d  h a s  b e c o m e  a h i g h l y  c o n t r o v e r s i a l  i s s u e .

* . •
W e  b e l i e v e  t hat the p o t e n t i a l  a d v e r s e  i m p a c t s  of p l a c e r  m i n i n g  to the f i s h  a n d  

w i l d l i f e  r e s o u r c e s  of  T u g i d a k  I s l a n d  a r e  s i g n i f i c a n t  b a s e d  on  the f o l l o w i n g  

' r i t e r i a :  (1) T u g i d a k  I s l a n d  e x h i b i t s  u n i q u e  c h a r a c t e r i s t i c s  as d e m o n s t r a t e d

b y  the d i v e r s e  a n d  a b u n d a n t  w i l d l i f e  w h i c h  the i s l a n d  s u p p o r t s ;  (2) the

p r o p o s e d  p r o j e c t  h a s  b e c o m e  h i g h l y  c o n t r o v e r s i a l ;  (3) the p o t e n t i a l

p r o j e c t - r e l a t e d  a d v e r s e  i m p a c t s  a r e  u n c e r t a i n  a n d  i n v o l v e  u n k n o w n  r i s k s ;  a n d  

(4) the a c t i o n  to p e r m i t  thi s  p r o j e c t  m a y  s et a p r e c e d e n t  for f u t u r e  a c t i o n s  

w i t h  s i g n i f i c a n t  e f f e c t s .  W e  a d v i s e  that t h e s e  i s s u e s  c a n  b e s t  be a d d r e s s e d  

t h r o u g h  p r e p a r a t i o n  of a n  E n v i r o n m e n t a l  I m p a c t  S t a t e m e n t .

W e  r e c o m m e n d  that a p e r m i t  f o r  thi s  or s i m i l a r  p r o j e c t s  no t  be i s s u e d  p e n d i n g  

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

d e v e l o p m e n t ,  a nd o p p o r t u n i t i e s  for m i t i g a t i o n  of a d v e r s e  i m p a c t s .  O n c e  the 

a b o v e  a s s e s s m e n t  h a s  b e e n  c o m p l e t e d ,  w e  w i l l  f i n a H z e  o ur R e s o u r c e  C a t e g o r y

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

a n d  w i l d l i f e  r e s o u r c e s .



W e  a r e  w i l l i n g  Co m e e t  w i t h  y o u  a n d  die a p p l i c a n t  Co e x p l o r e  p r a c t i c a b l e  

a l t e r n a t i v e s  w h e r e  m i t i g a t i o n  of  f i s h  a n d  w i l d l i f e  h a b i t a t  v a l u e s  c a n  be 

a c h i e v e d .  If y o u  p r o p o s e  n o t  to o r r e p t  this r e c o m m e n d a t i o n ,  p l e a s e  a d v i s e  us 

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

T h e s e  c o m m e n t s  a r e  s u b m i t t e d  in a c c o r d a n c e  w i t h  p r o v i s i o n s  of the F i s h  a n d  

W i l d l i f e  C o o r d i n a t i o n  A c t  (48 S t a t .  401, as a m e n d e d :  16 U . S . C .  6 6 1  et s e q .)

a n d  c o n s t i t u t e  the r e p o r t  of  the D e p a r t m e n t  of the I n t e r i o r .  T h e s e  c o m m e n t s  

a l s o  a r e  for u s e  i n  y o u r  d e t e r m i n a t i o n  of  4 0 4 ( b ) ( 1 )  g u i d e l i n e s  c o m p l i a n c e  

( 4 0  C F R  2 3 0 ) ,  a n d  in y o u r  P u b l i c  I n t e r e s t  R e v i e w  (33 C F R  3 2 0 . 4 )  r e l a t i n g  to 

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

Sip/'oro 1 v

F i e l d  S u p e r v i s o r

cc: A D F & G ,  N M F S ,  D GC, E P A ,  A D E C  -  A n c h o r a g e
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r i c h a r d s i , In the G u l f  o f  A l a s k a .  A l a s k a  D e p a r t m e n t  of F i s h  a n d  G a m e .  

A n c h o r a g e ,  A l a s k a .

R y a n ,  K. 1987. P e r s o n a l  C o m m u n i c a t i o n .  U . S .  F i s h  a nd W i l d l i f e  S e r v i c e ,

K o d i a k  N a t i o n a l  W i l d l i f e  R e f u g e .  K o d i a k ,  A l a s k a .

U . S .  F i s h  and W i l d l i f e  S e r v i c e .  1 9 86. M a n a g e m e n t  P l a n  for the F.mperor G o o s e .  

U n p u b l i s h e d  r e p o r t .  2 4 pp.

1981. M i t i g a t i o n  P o l i c y ;  N o t i c e  o f ' F i n a l  P o l i c y .  F e d e r a l  R e g i s t e r  

4 6 ( 1 5 )  .‘7 6 4 4 - 7 6 6 3 .  J a n u a r y  23, 1 9 81.

____________. 1 9 83. N a t i o n a l  O b j e c t i v e s  for N a t i o n a l  S p e c i e s  of S p e c i a l  E m p h a s i s .

W a s h i n g t o n  D .C.

Literature Cited



ACT.

MEMORANDUM

TO: L a n c s  T r a s k y  

R e g i o n a l  S u p e r v i s o r  

H a b i t a t  D i v i s i o n  

A n c h o r a g e

FM: i. S m i t hR o g e r  9.

A r e a  M a n a g e m e n t  B i o l o g i s t

G a m e  D i v i s i o n

K o d i a k

STATE OF ALASKA

D a t e :  J u l y  21, 138 7

T e l e p h o n e :  4 8 6 - 4 7 3 1

RM
A R M
P/W B
P/F3

B/WB
R6

C R P

M M

RA

CT

FILE -

S u b j e c t :  T u g i d a k  M i n i n g  A c r l i c a t i o n s

A 8 7 - 2 2 9 2 - T r i n i t y  G o l d  Inc. 

and A 8 7 - 2 2 9 £ - 6 a r y  J o s e c n  

P e t e r s o n

4-------u p
- r — r -1-J jE Z l

INF,

h< • 'vi

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

b o t h  m a r i n e  a n d  t e r r e s t r i a l  w i l d l i f e .  T h e  l a g o o n  s u p p o r t s  eel g r a s s  and m a r i n e  

i n v e r t e b r a t e s ,  i n c l u d i n g  e x t e n s i v e  r a z o r  c l a m  b e d s  a nd r e a r i n g  c r a b s  w h i c h  a r e  

i m p o r t a n t  t o  s e v e r a l  s p e c i e s  o f  w a t e r f o w l ,  s e a b i r d s  a n d  o t h e r  bird s p e c i e s .  It is a n  

i m p o r t a n t  f e e d i n g ,  r e s t i n g  a n d  s t a g i n g  a r e a  f o r  m i g r a t i n g  w a t e r f o w l .  T h e  a d j a c e n t  

u p l a n d s  c o n t a i n  t h e  h i g n e s t  d e n s i t i e s  o f  n e s t i n g  w a t e r f o w l  in the K o d i a k  A r c h i p e l a g o .

A m a j o r  h a r b o r  s e a l  h a u l  out o c c u r s  w i t h i n  t h e  a r e a  a n d  s o m e  p u p p i n g  o c c u r s  o n  t h e  

n o r t h e r n  b e a c h e s .  M a j o r  u n e x p l o r e d  a r c h e o l o g i c a l  s i t e s  o c c u r  in the lagoon.

T h i s  is a m a j o r  m i n i n g  o p e r a t i o n  w i t h  p o t e n t i a l  l o n g - t e r m  e f f e c t s  o n  w i l d l i f e  a n d  

h a b i t a t .  T h e  u p l a n d s ,  w h e r e  e q u i p m e n t  w o u l d  b e  s t aged, a r e  e x t r e m e l y  s e n s i t i v e  to 

e r o s i o n  (as e v i d e n c e d  by s a n d  d u n e s ) .  T h e  e f f e c t s  o n  p r o d u c t i v i t y  o f  m a r i n e  p l a n t s  a n d  

i n v e r t e b r a t e s  c o u l d  be s u b s t a n t i a l  f r o m  t he p r o p o s e d  d r e d g i n g  a c t i v i t y .  D i r e c t  l o s s  o f  

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

d i s t u r b a n c e  o r  r e m o v a l  (roads, s p o i l  area, c a m p s ,  p i p e l i n e s ,  etc.). M u c h  o f  t h e  

—  w a t e r f o w l  n e s t i n g  o c c u r s  in t h e  n a r r o w  f r i n g e  o f  b e a c h  d r i f t  a nd r y e g r a s s  h a o i t a t  w h i c h  

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

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

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

s e a l s ,  n e s t i n g  b a l d  e a g l e s  a n d  w a t e r f o w l .  •.

E e f o r e  a n y  p e r m i t s  a r e  issued, I b e l i e v e  it is i m p e r a t i v e  tha t  an  o n - s i t e  i n s p e c t i o n  o f  

t h e  p r o p o s e d  o p e r a t i o n  be  c o n d u c t e d  b y  D N R  a n d  ADF&G. A c o m p l e t e  i n v e n t o r y  o f  r e s o u r c e  

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

I b e l i e v e  t h e  m a g n i t u d e  o f  t h i s  o p e r a t i o n  is s u c h  t hat a p u b l i c  h e a r i n g  s h o u l d  be h e l d  

" in K o d i a k  t o  g i v e  t h e  a f f e c t e d  p u b l i c  a n  o p p o r t u n i t y  to  r e v i e w  t h e  p r o p o s a l .

+

T h e  D e p a r t m e n t  s u p p o r t e d  l e g i s l a t i o n  i n t r o d u c e d  by R e p r e s e n t a t i v e  F r e d  Z h a r o f f  in 1 3 8 0  

to  m a k e  T u g i d a k  I s l a n d  a C r i t i c a l  H a b i t a t  area. W e  s u p p o r t e d  a p r o p o s a l  by  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  in 138 2  to c l o s e  T u g i d a k  t o  m i n e r a l s  entry. T h e  C r i t i c a l  H a b i t a t  

b i l l  f a i l e d  t o  gee o ut o f  t h e  c o m m i t t e e  p r o c e s s  a n d  t he m i n e r a l s  e n t r y  c l o s u r e  w a s  

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

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

cc: D a n  T i m m  

G r e g  B o s  

L. N i c h o l s o n

P. M u r r a y  J. F a l l

R. B l a c k e t t  

Bellinger?



STEVE COWPER. GOVERNOR

DEPARTMENT OF FISH AND GAME
Game Division ai~t

September 4, 1987

Bob Peaerson 
Kodiak Island Borough 
Associate Planner 
Planning 3 Zoning 
710 Mill Bay Road 
Kodiak, AK 99615

„ ? O. 30X 686 
] £ 0 < C C M K .  ALASKA 38615 

i SO7} •136-1791
' L - J ' - '

Subject: Tugidak Island Mining
Development

Dear Mr. Pederson:

This letter is in response to your telephoned request for an analysis of 
the potential impacts on wildlife of the procosed placer mining operations 
(Case Mo. 37-046 and 87-047) on Tugidak Island. My comments are addressed 
mainly to mammals and birds as another division will be addressing the 
fisheries issues.

Tugidak Island is one of only 2 large islands in the northern Gulf of Alaska 
which has neither introduced foxes nor a history of livestock grazing. The 
lack of fox predation and presence of unaltered native vegetation provides 
ideal habitat for many species of birds. During the 14 years I've been em­
ployed as an Area Game Biologist on Kodiak, I've done wildlife surveys on 
nearly every island from the Barrens to the Semidis. I have yet to discover 
anyplace that compares with Tugidak Island for birdlife in terms of either 
sheer numbers or in diversity of species. During a field trip to Tugidak 
from 9-16 June 1978, 44 species of biros were observed and 24 species were 
confirmed to be nesting there. Nesting waterfowl including mallards, pin­
tails, green-winged teal, American wigeon and Greater scaup, were commonly 
found with nests spaced only a few feet apart in the narrow band of beach 
drift and ryegrass along the north lacoon and nearby freshwater ponds. I 
have previously seen waterfowl nesting in such high densities only on in­
tensively managed waterfowl refuges in the lower 43 states. An estimated 
30--0 whistling swans, including 2 pairs with recently fledged young were 
also seen there. The island also has high densities of nesting willow ptar­
migan.

In January 19S7 the U.S., Fish and Wildlife Service observed 1 ,673 emperor 
geese wintering on including 377 geese seen feeding and nesting on
the lagoon. This species has recently experienced a serious decline in Alaska. 
Tugidak Island is an important feeding and resting area for migrating water­
fowl , including at least 4 species of geese.
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Over 12,000 harbor seals have been counted hauled out on Tugidak Island.
As many as 4,000 seals have been counted on the northeastern barrier spits 
and lagoon included in the subject mining applications. Tugidak Island 
now has the 2nd or 3rd largest harbor seal population in the world although 
in the 1970*s it was rated as the largest in the world. Commercial harvest 
of seal p u d s  was conducted on Tugidak until passage o f  the Marine Mammals 
Protection Act of 1972 which put a moratorium on harvest. Seals are par­
ticularly vulnerable to disturbance during puDping activities in late May- 
June and during moulting which occurs from August through September.

The Department of Fish and Game has long supported greater protection for the 
truly unique wildlife resources of Tugidak Island. We have previously recom­
mended to Department of Natural Resources that the area be deleted from an 
existing grazing lease and that minerals leasing be restricted. We suoported 
legislation to designate Tugidak Island as a Critical Habitat area and urged 
Department of Natural Resources (DNR) to classify it as Wildlife Habitat in 
the interim. We have consistently requested that DNR incorporate specific 
provisions to protect wildlife as conditions for issuing previous permits 
for placer mining on southern Tugidak Island.

The 2 proposed mining applications now under consideration aopear to have 
serious conflicts with wildlife. Dredging in the lagoon as prooosed 'would 
seriously reduce the availability of marine organisms on which many species 
of shorebirds and waterfowl rely for food. Natural recovery of the lagoon 
could take many years and I am not aware of any previously proven artificial 
rehabilitation that would be either economically feasible or effective.

Mining the beach dunes around the lagoon as proposed would result in long­
term and possibly permanent losses of high density waterfowl nesting areas. 
There are also several nesting colonies of gulls and terns within the proposed 
.nining area north of the lagoon which could be destroyed. The dunes are 
susceotible to erosion and removal of the accumulated drift logs and beach 
rye currently stabilizing them could result in severe erosion, possibly re­
sulting in a major alteration of the spit and lagoon.

Disturbance of the seal population is a long-standing concern which we have 
addressed in previous mining a-plications. During the pupping period any 
significant disturbance would cause abandonment of newborn pups resulting in 
increased mortality and reduced productivity. Seals would be severely 
stressed by disturbances during the molting period. ‘Abandonment of tradi­
tional seal haulouts would likely occur if daily disturbances from heavy 
equipment, aircraft and off-road vehicles occurred. Previous studies of 
seals on Tugidak determined that low flying aircraft are a significant dis­
turbance factor.

The Deaprtment of Fish and Game has not yet formally reviewed the 2 subject 
applications, but I expect that we will continue to maintain the position 
that Tugidak Island should be protected from major alterations of the 
valuable wildlife habitat there. We have recommended that several specific 
provisions to protect seals and nesting birds be included in previous mining 
permits issued for Tugidak. Those provisions included pre-designated travel 

r U  e S a n . °Catl0ns maJ°r facilities; seasonal restrictions on operating;
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proni bi tion 
tions.

ibition of domestic animals; on-site inspections; aircraft restric-

If you need further specific information let me know. 

Sincerely,

Roger B. Smith 
Area Management Biologist 

Game Division 
Kodiak, AK 99615

cc: G. Bos - ADFSG
J. Westland - m DFSG 
D. Timm - ADFSG 
L. Trasky - ADFJG
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February 24, 1988

The Honorable Fred Zharoff 
Alaska State Senate 
P. O .  B o x  V  

Juneauj AK 99811

D e a r  S e n a t o r  Z h a r o f f :

A s  r e q u e s t e d ,  e n c l o s e d  is a m a p  s h o w i n g  t he l o c a t i o n  of s t a t e  m i n i n g  c l a i m s  o n  

T u g i d a k  I s l a r d .  P l e a s e  d o  n o t  h e s i t a t e  to c o n t a c t  m e  if y o u  n e e d  a d d i t i o n a l  

i n f o r m a t i o n .

S i n c e r e l y ,

G e r a l d  G a l l a g h e r  

D i r e c t o r

E n c l o s u r e

7.
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O r i g i n a l  sponsor: J u d i c i a r y  C o m m i t t e e
by R e q u e s t

IN  T H E  S E N A T E  BY T H E  F I N A N C E  C O M M I T T E E

CS FO R  S E N A T E  B I L L  NO. 4 84 ( F i n a n c e )  am 

IN T H E  L E G I S L A T U R E  OF  1HE S T A T E  O F  A L A S K A  

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

A BIL L

F o r  an Ac t  e n t i t l e d :  "An Ac t  r e l a t i n g  to the p o w e r s  of  an d  loans m a d e  by

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  B o ard; and

p r o v i d i n g  for an  e f f e c t i v e  d a t e . "

B E  IT E N A C T E D  BY  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OF  A L A SKA:

I t
■ '  * S e c t i o n  1. A S  0 3 . 1 0 . 0 5 0  is a m e n d e d  by  a d d i n g  n e w  s u b s e c t i o n s  to read:

(d) To f a c i l i t a t e  e x e c u t i o n  of its d u t i e s ,  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  Fun d  B o a r d  m a y  a p p o i n t ,  s u p e r v i s e ,  and r e m o v e  a fina n -

/ cia l  analyst.

(e) To e n c o u r a g e  the p r o m p t  p a y m e n t  of loans, the d e p a r t m e n t  m a y  

e s t a b l i s h  a p r o g r a m  of c r e d i t s  for p e r s o n s  w h o  h a v e  a loa n  f rom the 

a g r i c u l t u r a l  r e v o l v i n g  loa n  f.;nd and m a i n t a i n  g o o d  f i n a n c i a l  st a n d i n g .

I T h e  c r e d i t s  m a y  be a p p l i e d  a g a i n s t  no m o r e  t h a n  two p e r c e n t a g e  p o i n t s  

a y e a r  of the i n t e r e s t  due on 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  fun d  loans.

(f) A  cred i t  m a y  not be g r a n t e d  u n d e r  (e) of this s e c t i o n  to 

r e d u c e  i n t e r e s t  d ue on a l o a n  if the b o r r o w e r  h as an a g r i c u l t u r a l  loan
i

V  I in d e f a u l t ,  h as a l o a n  that has b e e n  r e w r i t t e n ,  r e s t r u c t u r e d ,  r o l l e d  

o ver, or o t h e r w i s e  h a d  its t e r m  e x t e n d e d  or i n t e r e s t  rate r e d u c e d ,  or 

' h a s  h ad a land p a y m e n t  or l a n d  c l e a r i n g  loan r e s t r u c t u r e d .

(g) The d i r e c t o r  of a g r i c u l t u r e  shall d i s p o s e  of p r o p e r t y  a c­

q u i r e d  by 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  B o a r d  or  by the c o m m i s­

s i o n e r  t h r o u g h  f o r e c l o s u r e ,  d e f a u l t ,  or o t h e r  a c t i o n  a r i s i n g  out of 

a g r i c u l t u r a l  loans o r  the sale of a g r i c u l t u r a l  land. D i s p o s a l s  s h a l l  

be c o n d u c t e d  u n d e r  r e g u l a t i o n s  a p p r o v e d  by the board. The r e g u l a t i o n s

s h a l l  e n s u r e  that the p r o p e r t y  is d i s p o s e d  of so as to m a x i m i z e  the
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r e t u r n  to the s t a t e  and s h a l l  r e q u i r e  that the p a r c e l s  f lan d  that 

a re c o m p o s e d  p r i m a r i l y  of c r o p l a n d  s o ils be r e s t r i c t e d  to a g r i c u l t u r a l  

u s e s .

* Sec. 2. R E S T R U C T U R E  OF A G R I C U L T U R A L  DEBT. (a) To  i n c r e a s e  the 

r e t u r n  to the state, 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  B o a r d  m a y  r e­

s t r u c t u r e  l o ans in e x i s t e n c e  o n  J u n e  25, 1987, m a d e  by the b o a r d  or by  the

7 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  b a s e d  u p o n  g u i d e l i n e s  a p p r o v e d  by the

8 b o ard. The r e s t r u c t u r i n g  m a y  o n l y  i n c l u d e  r e d u c t i o n  of i n t e r e s t  to r a tes

9 b e l o w  t h ose s p e c i f i e d  by AS  0 3 . 1 0 . 0 3 0 ,  a n  e x t e n s i o n  of the t e r m  o f  the

10 loan, a nd an  i m p r o v e m e n t  to the s e c u r i t y  i n t e r e s t  of the s t a t e  It m a y  not

11 r e d u c e  the a m o u n t  of p r i n c i p a l  a nd i n t e r e s t  o w e d  b e f o r e  the l o a n  is re-

12 s t r u c t u r e d .

13 (b) T h e  m a x i m u m  t e r m  of a loa n  m o d i f i e d  u n d e r  (a) of this s e c t i o n  is

14 30 y e a r s  f r o m  the d a t e  of r e s t r u c t u r i n g .

15 (c) N o t w i t h s t a n d i n g  any o t h e r  p r o v i s i o n  of this secti o n ,  the A g r i c u l -

16 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  m a y  a p p r o v e  a n  a p p l i c a t i o n  f or r e s t r u c t u r -

17 ing u n d e r  this s e c t i o n  o n l y  u p o n

18 (1) the a p p l i c a n t ' s  w r i t t e n  r e l e a s e  of the state, i n c l u d i n g  the

19 A l a s k a  A g r i c u l t u r e  A c t i o n  C o u n c i l ,  the a g r i c u l t u r a l  r e v o l v i n g  loan fund,

20 a n d  the U n i v e r s i t y  of A l a s k a ,  f r o m  all p o t e n t i a l  l i a b i l i t y  for a c t i o n s  a nd

21 o m i s s i o n s  o c c u r r i n g  b e f o r e  the d a t e  of r e s t r u c t u r i n g  that r e l a t e  in a ny w a y

22 to a s t a t e  f a r m  p r o j e c t ,  land sale, lan d  sale r e l i n q u i s h m e n t ,  f a r m  loan, or

23 l o a n  a p p l i c a t i o n  or loa n  m o d i f i c a t i o n  a p p l i c a t i o n ,  w h e t h e r  g r a n t e d  o r

24 d e n i e d  by the state; and

25

28

w .
(2) a s s i g n m e n t  by the a p p l i c a n t  to the b o a r d  of the p r o c e e d s

26 f r o m  the federal g o v e r n m e n t  u n d e r  7 U . S . C .  1442 ( C o n s e r v a t i o n  R e s e r v e

27 P r o g r a m )  and P.L. 8 8 - 2 6  (Feed G r a i n  A ct of 1963), as a m e nded.

(d) In o r d e r  to pr, ide a n  i n c e n t i v e  and o p p o r t u n i t y  to c o n t i n u e  m i l k

29 p r o d u c t i o n ,  the b o a r d  s h a l l  r e s t r u c t u r e  the d e b t  of an y  d a i r y  f a r m  that has
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a nd c o n t i n u e s  to p r o d u c e  3 0 , 0 0 0  p o u n d s  of m i l k  a m o n t h  and u s e s  a m a j o r i t y  

of A l a s k a n  g r own g r a i n  and forage. If m i l k  p r o d u c t i o n  falls b e l o w  3 0 , 0 0 0  

p o u n d s  a month, the r e s t r u c t u r e d  d ebt s h a l l  b e c o m e  i m m e d i i t e l y  due and 

p a y a b l e .  R e s t r u c t u r e  u n d e r  this s e c t i o n  is s u b j e c t  to the s a n e  l i m i t a t i o n s  

and c o n d i t i o n s  as p r o v i d e d  in (a), (b), a n d  (c) of this s e c t i o n .

*  Sec. 3. S e c t i o n  2 of this A ct is r e t r o a c t i v e  to Jun e  25, 1987.

*  Sec. 4. This A c t  t a kes e f f e c t  i m m e d i a t e l y  u n d e r  AS 0 1 . 1 0 . 0 7 0 ( c ) .

p r o d u c e d  at l e a s t  3 0 , 0 0 0  p o u n d s  o f  m i l k  a m o n t h  s i n c e  N o v e m b e r  15, 198 5 ,
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H O U S E  R E S O U R C E S  C O M M I T T E E  

L E T T E R  O F  I N T E N T  

H C S  C S S B  4 8 4  (Res)

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

t h e  a p p l i c a n t  is a b l e  t o  m a k e  a r e a s o n a b l e  s h o w i n g  o f  t h e  

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

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

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

s t r o n g e r  o v e r  t h e  l o n g  t e r m .

C o  v o s * , /  T ^ - c r o ^  — '-v'J o - A ;

~ j  y j



\ Z s

DEPAIlTMEiXT OF NATURAL RESOURCES

O FF IC E  O F  TH E  COMMISSIONER

S T E V E  C O W P E R ,  G O V E R N O R

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

L a n d  a n d  C l e a r i n g  D e b t  R e s t r u c t u r i n g  
C o m p l e t e d  to D a t e

(a) N e l s o n

(b) S c h u l t z

(c) G r e e n

(d) C a r l y l e

(e) S t r o n g

N o t  in C R P  o r  a n y  o t h e r  f e d e r a l  p r o g r a m

C R P ,  l a n d  e n d  c l e a r i n g  a n d  A R L F  d e b t  
r e s t r u c t u r e d  (no w r i t e  d o w n  o f  A R L F  
debt)

C R P  o n  o t h e r  p a r c e l

C l e a r i n g  d e b t  o n l y  r e s t r u c t u r e d

C l e a r i n g  d e b t  o n l y  r e s t r u c t u r e d

- A l l  ac Lons i n c l u d i n g  w a i v e r  o f  t h e  l e a s i n g  s t e p  and 
i n c l u d i n g  C R P  h a v e  b e e n  s u s p e n d e d .

- 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, 1988.

- A l l  a c t i o n s  o n  l a n d  a n d  c l e a r i n g  d e b t  w i l l  b e  r e p o r t e d  to 
t h e  S e n a t e  F i n a n c e  C o m m i t t e e .
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REPRESENTATIVE

SAM GOTTEN
DISTRICT 13

P.O. BOX 296 .  EAGLE RIVER. AK 9 9 5 7 7  
P.O. BOX V. JUNEAU. AK 99811

Alaska State L egislature
H o u s e  o f  R e p r e s e n t a t i v e s

M E M O R A N D U M

M a y  7, 1 9 8 8

TO; H o u s e  m e m b e r s

F R O M :  R e p .  S a m  C o t t e n ^ c ^ L - - '
S U B J E C T :  S B  4 8 4  ( A g r i c u l t u r a l  d e bt)

T h i s  b i l l  is e n o r m o u s l y  i m p o r t a n t  t o  t h e  c o n t i n u e d  a d m i n i s­
t r a t i o n  o f  A l a s k a ' s  a g r i c u l t u r a l  p r o g r a m .  U n d e r  a n  A t t o r n e y  
G e n e r a l ' s  o p i n i o n  i s s u e d  i n  l a t e  A p r i l  ( a t t a c h e d ) ,  it t u r n s  
o u t  t h a t  c 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  (ARLF) m a y  h a v e  l a c k e d  a u t h o r ­
i t y  f o r  r e c e n t  l o a n  r e s t r u c t u r i n g s .  T h e  l i t i g a t i o n  a n d  
f i n a n c i a l  b u r d e n  t h a t  c o u l d  r e s u l t  f r o m  t h i s  f i n d i n g  w o u l d  
b e  e x p e n s i v e  a n d  d r a i n i n g ,  a s  w e l l  a s  c o u n t e r p r o d u c t i v e .

U n d e r  S e c .  2 o f  t h e  b i l l ,  t h e  a u t h o r i t y  t o  r e s t i u c t u r e  
f a i l i n g  a g r i c u l t u r a l  l o a n s  is c l e a r l y  c o n f e r r e d .  S e v e r a l  
d o z e n  l o a n s  t h a t  w o u l d  h a v e  b e e n  r e f e r r e d  t o  t h e  A G ' s  O f f i c e  
f o r  c o l l e c t i o n  c a n  i n s t e a d  r e m a i n  p a y i n g  a n d  i n  c o m p l i a n c e ,  
w i t h  n o  r e d u c t i o n  i n  t h e  a g g r e g a t e  i n t e r e s t  a n d  p r i n c i p a l  
p a y a b l e  t o  t h e  s t a t e .  A  l i s t  o f  t h e  l o a n s  t h a t  h a v e  b e e n  
s e n t  t o  t h e  A G ' s  O f f i c e  f o r  c o l l e c t i o n  is a t t a c h e d .

S e c .  1 o f  t h e  b i l l  d o e s  s e v e r a l  r e l a t e d  t h i n g s :  i t  a l l o w s  

t h e  A R L F  B o a r d  t o  h i r e  a  f i n a n c i a l  a n a l y s t  ( p a r a g r a p h  ( d ) ) 
s u b j e c t  t o  a p p r o p r i a t i o n ,  i t  e s t a b l i s h e s  a n  i n c e n t i v e  
p r o g r a m  f o r  p r o m p t  p a y e r s  ( p a r a g r p a h s  (e) a n d  (f)), a n d  it 
s e t s  c o n d i t i o n s  f o r  t h e  d i s p o s a l  o f  p r o e r t y  t a k e n  b y  t h e  

s t a t e  i n  f o r e c l o s u r e  a c t i o n s  ( p a r a g r a p h  ( g ) ).

S e c .  3 o f  t h e  b i l l  a l l o w s  D N R  a n d  t h e  A R L F  B o a r d  t o  c o n v e y  
t h e  M a t  M a i d  d a i r y  t o  t h e  A l a s k a  d a i r y  f a r m e r s '  c o o p e r a t i v e  
if, a f t e r  t w o  y e a r s  o f  p a r t i c i p a t i n g  i n  m a n a g i n g  t h e  d a i r y ,  
t h e  c o o p e r a t i v e  i s  f i n a n c i a l l y  a n d  a d m i n i s t r a t i v e l y  c a p a b l e  
o f  a c q u i r i n g  t h e  c r e a m e r y .  M y  a t t a c h e d  c o r r e s p o n d e n c e  w i t h  
t h e  c o m m i s s i o n e r  s e t s  o u t  s o m e  o f  t h e  a n t i c i p a t e d  c o n d i t i o n s  
f o r  t h e  e v e n t u a l  c o n v e y a n c e .  T h i s ,  b y  t h e  w a y ,  c o u l d  b e  a 
m a j j r  s t e p  f o r w a r d  f o r  t h e  A l a s k a  d a i r y  i n d u s t r y .

S e c .  4 o f  t h e  b i l l  r e p e a l s  a s e c t i o n  o f  S L A  1 9 8 6  Ch. 1 0 9  
t h a t  p r o h i b i t e d  r e s t r u c t u r i n g  t h e  l o a n s  o f  c e r t a i n  f a r m e r s  
r e c e i v i n g  f e d e r a l  p a y m e n t s  f o r  k e e p i n g  l a n d  o u t  o f



p r o d u c t i o n .  I n s t e a d ,  u n d e r  Sec. 2 ( p a r a g r a p h s  ( c ) (2) a n d  
( d ) ) o f  t h i s  b i l l ,  t h e  f a r m e r s  m a y  a p p l y  f o r  r e s t r u c t u r i n g  
b u t  m u s t  a s s i g n  t h e i r  f e d e r a l  p a y m e n t s  t o  t h e  s t a t e  i n a s m u c h  
a s  t h e  p r o c e e d s  a r e  n e c e s s a r y  t o  c o v e r  t h e  p a y m e n t s  o f  t h e  
r e s t r u c t u r e d  l o a n s .

S e c .  5 m a k e s  t h e  a u t h o r i t y  t o  r e s t r u c t u r e  l o a n s  retroactive*. 

S e c .  6 p r o v i d e s  a n  i m m e d i a t e  e f f e c t i v e  d a t e .

a t t a c h m e n t s
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-^MEMORANDUM State of Alaska
TO: Judith M. Brady, Commissioner DAT6: 

Department of Natural Resou? j 
Mark Weaver, Director f i le n o :

Division of Agriculture
Board of Directors te le p h o n en o :

Agricultural Revolving Loan Fund

FILE NO:

DEPARTMENT OF LAW 

April 25, 1988 

661-87-0376

TELEPHONENO: 276-3550

ARLF Restructuring 
Guidelines

THRU : SUBJECT :

FROM Bonnie Robson
Assistant Attorney General 
Commercial Section-Anchorage

The issue addressed by this memorandum is whether the 
Department of Natural Resources (DNR), Division of Agriculture 
(DOA), or Agriculture Revolving Loan Fund Board of Directors 
(ARLF Board) has authority to adopt and implement a program that 
extends the terms for, reduces the interest rates on, and for­
gives part of the principal of delinquent ARLF loans. The 
specific program giving rise to the need for this letter is 
described in the June 25, 1987 ARLF Board Guidelines for Restruc­
turing (the Guidelines), 1/ For the reasons discussed below, 
DNR, DOA, and ARLF Board do not have authority to adopt and 
implement the Guidelines.

I. BACKGROUND INFORMATION

The Agriculture Revolving Loan Fund (the fund) was 
created by statute '’to promote the more rapid development of 
agriculture as an industry . . .  by means of long-term low- 
interest loans" for farm development, irrigation, farm product 
processing, land clearing, purchase of chattels, and operating 
expenses. . AS 03.10.010, AS 03,10.030. DNR, in conjunction with 
the ARLF Board, made these types of farm loans under AS 03.10.010 
et seq. from the fund's inception to present. Seventy-five 
percent of the loans became delinquent. In an effort to maximize 
return to the fund and minimize the number of farm foreclosures, 
DNR, DOA, and the ARLF Board conducted public hearings statewide, 
then adopted the Guidelines. Most notably, the Guidelines allow 
a delinquent borrower to; (1) aggregate loan balances, then 
repay l/20th of the aggregate in each of the next 20 years; (2)

1J A  copy of the Guidelines is attached.
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pay 8 percent interest per year on l/20th of the aggregate, buc 
no interest on the remaining balance; and (3) have 1 percent of 
the aggregate forgiven for repaying the rewritten debt in 19 
years instead of 20 years (2 percent forgiven for repayment in 18 
years, 3 percent for 17 years, etc.).

Former Assistant Attorney General Joan Travostino 
issued an unpublished memorandum of advice on December 7, 1987 
approving adoption and implementation of the Guidelines. Between 
December 7, 1987 and April 11, 1988, the ARLF Board approved 19 
applications submitted under the Guidelines, finalized six of the 
19 approved, and denied 22 applications. Another 60 applications 
remain to be considered.

II. THE STATUTES

The Alaska Agricultural Loan Act (AS 03.10.010 et seq.) 
authorizes making loans for farm development, irrigation, farm 
product processing, land clearing, purchase of chattels, and 
operating expenses. Farm development and irrigation loans "may 
not exceed a term of 30 years" and "shall bear interest at a rate 
that may not be less than 8 percent ...." AS 03.10.030(a)(4). 
Farm product processing loans "may not exceed a term of 30 years 
or bear interest that is less than 8 percent a year." 
AS 03.10.030(f). Land clearing loans "may not ... have a tern in 
excess of 20 years" and "may not . . . bear interest that is less 
than 8 percent." AS 03.10.030(g). "[A] chattel loan may not
exceed a term of seven years" (AS 03.10.030(a)(1)) and "shall 
bear interest at a rate that may not be less that 8 percent ...." 
(AS 03.10.030(a)(4)). Operating loans are "to be amortized 
within one year" (AS 03.10.030(c)); no interest rate is specified 
by statute for operating loans,

. There are only two statutory provisions for deviation 
from the maximum terms of loans or minimum interest rates for 
loans. A one-year operating loan "may be extended for up to 
three years by the Agricultural Revolving Loan Fund Board, in the 
discretion of the Board." AS 03.10.030(c). And DNR may "estab­
lish amortization plans for repayment of loans, which may include 
delayed payments of principal and interest for not to exceed five 
years." AS 03.10.020(a)(4).

III. STATUTORY INTERPRETATION AND APPLICATION

Three principles of statutory interpretation are perti­
nent; (a) "shall" and "may not" are mandatory, (b)
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administrative bodies have only those powers given them by the 
legislature, and (c) inclusion of specific powers presumptively 
excludes those not enumerated.

A. "Shall11 And "May Not" Are Mandatory

By statute, each farm loan "shall bear interest at a 
rate that may not be less than 8 percentT71 And, depending on the 
type of loan, each farm loan may not exceed a term of [X] 
years," where X is 1, 7, 20, or 30"! AS 03.10.030 (emphasis
added).

According to the Alaska Supreme Court, "the use of the 
word 'shall' in a statute denotes mandatory intent." Fowler v. 
City of Anchorage, 583 P.2d 817, 820 (Alaska 1978). 2/

The Alaska Supreme Court has not interpreted the words 
"may not." However, 2A C. Sands, Sutherland Statutory Con­
struction, § 57.09 (4th ed. 1984) states;

One of the strongest indications of what con­
struction should be given a statutory provision 
may be found in the use of negative [or] 
prohibitory ... words. Where statutory restric­
tions are couched in negative terms they are 
usually held to be mandatory.

"May not" is negative or prohibitory, and hence mandatory.

Applying these rules of statutory construction to 
AS 03.10.030, one must conclude that the maximum loan terms of 1, 
7, 20, and 30 years are mandatory, as is the minimum interest 
rate of 8 percent per year. Being mandatory, DNR, DOA, and the 
ARLF Boavrd cannot extend a loan's term beyond the statutory 
maximum or reduce its interest rate below the statutory minimum.

B. Administrative Bodies Have Only Those Powers 
Given Them By The Legislature__________________

DNR, DOA, and the ARLF Board are administrative

2/ Unless the context otherwise indicates, which is not che 
case Here.

April 25, 1988
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agencies or boards. Administrative bodies are purely creatures 
of legislation without inherent or common law powers. As a 
general rule, administrative bodies are entitled to exercise only 
those powers as are conferred on them by the legislature, 
expressly or by necessary implication, 2A C. Sands Sutherland 
Stat. Const. § 65.01 (4th ed. 1984).

The federal Agricultural Credit Act of 1978 provides an 
example of an express grant of power from a legislature to an 
administrative body to extend the term of a loan, reduce its 
interest rate, and forgive principal (among other things). 7 USC 
§ 1981(d) states:

The Secretary [of Agriculture] may ... compromise, 
adjust, reduce, or charge-off claims, and adjust, 
modify, subordinate, or release the terms of
security instruments, leases, contracts, and 
agreements entered into or administered by the 
Farmers Home Administration under any of its pro­
grams, as circumstances may require .... The Sec­
retary may release borrox^ers or others obligated
on a debt incurred under this chapter from per­
sonal liability with or without payment of any 
consideration at the time of the compromise, ad­
justment, reduction, or charge-off of any claim, 
except that no compromise, adjustment, reduction, 
or charge-off of any claim may be made or carried 
out ... on terras more favorable than those recom­
mended by the appropriate county committee ....

Unlike the federal Agricultural Credit Act, the Alaska 
Agricultural Loan Act (AS 03.10.010 et seq.) does not expressly 
confer pox^ers on any administrative body to extend the ter.n of a 
loan, reduce its interest, rate, or forgive principal, except 
that: (1) the ARLF Board may extend a one-year operating loan
for up to three years (AS 03.10.030(c)), and (2) DNR may estab­
lish amortization plans which may include delayed payments of 
principal and interest for up to five years (AS 03.10.020(a)(4)).

Whether or not the Alaska Agricultural Loan Act vests 
DNR, DOA, or the ARLF Board with the. powers in question by 
implication is a more difficult issue.

April 25, 1988
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advantageous or convenient to the major power con­
ferred, or even effectual in the exercise of it.
The power to be supplied by such process must be 
practically indispensable and essential in order 
to execute the power actually conferred.

2A C. Sands, Sutherland Stat. Const., § 55.03 (4th ed. 19S4).

The ARLF Board has by implication the power to draft 
and require fund borrowers to sign promissory notes and security 
instruments, as this power is "practically indispensable and 
essential in order to execute" its express power to make farm 
loans. However, extending the terms of loans beyond the manda­
tory maximum, reducing interest races below the mandatory 
minimum, and. forgiving principal 3/ would be contrary to the 
express statutory language. Furthermore, these powers are not 
"practically indispensable and essential in order to execute" the 
express power to make farm loans. Consequently, the power to 
make these changes cannot be implied. This remains true even 
though the powers in question are advantageous and convenient to 
the power to lend, and effectual in the exercise of the power to 
lend.

C. Inclusion Of Specific Powers Excludes Those 
Mot Enumerated  _

In Burrell v. Burrell, 696 P. 2d 157, 165-166 (Alaska 
1984), the Alaska Supreme Court interpreted an Alaska statute 
unrelated to agriculture. Nonetheless, the rule of interpreta­
tion established in Burrell is controlling here:

The court’s power to modify a final judgment in a 
divorce suit is limited by the terms of
AS 09.55.220 to those arrangements providing for 
the support and care of minor children, alimony 
‘and maintenance payments. It is an accepted rule 
of statutory construction that to include specific 
terms presumptively excludes those which are not

3/ Whether or not DNR or the ARLF Board has authority to 
forgive principal is answered in the negative by the January 31, 
1986 memorandum of advice of Assistant Attorney General * John 
McDonagh. A copy of that memorandum is attached.
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enumerated. 2A C. Sands, Sutherland Statutory 
Construction §§ A7.23-47.2A (4th ed. 1973). In 
keeping with this precept, we have held chat 
"AS 09.55.220 does not give a court authority to 
modify a decree as it relates to property rights
 " Allen v. Allen, 645 P.2d 774, 776 (Alaska
1982); Stone v. Stone, 647 P.2d 582, 584-585
(Alaska 1982).

(Emphasis added, footnote omitted.)

The Alaska Agricultural Loan Act expressly grants 
administrative bodies certain powers to vary terms of repayment. 
AS 03.10.030(c), AS 03.10.020(a)(4). Under the most liberal 
interpretation, these provisions allow the ARLF Board to extend 
an operating loan from one to three years, and allow DNR to delay 
the due dates for principal and interest on farm development, 
Irrigation, farm product processing, land clearing, and chattel 
loans for five years. Under the Burrell, supra, rule of statu­
tory construction, the legislature1-! inclusion of language 
allowing administrative bodies to extend the terms of operating 
loans by an additional two years beyond the otherwise mandatory 
maximum of one year, and to delay for up to five years the due 
daces for other farm loans, presumptively excludes related but 
not enumerated powers, such as powers to extend the terms of 7 
year chattel loans and 20 year land clearing loans beyond those 
maximum periods, respectively, reduce interest rates from 8 
percent to an effective rate of less than 1 percent, and forgive 
principal,

IV. PRIOR OPINION APPROVING ADOPTION 
AND IMPLEMENTATION OF GUIDELINES

As noted earlier, former Assistant Attorney 
Joan Travo3tino's December 7, 1987 unpublished memorandum of
advice approved adoption and implementation of the Guidelines. A 
copy of that memorandum is attached.

The approval contained in that memorandum was reached 
by reviewing federal regulations on servicing farm loans, noting 
chat extending terms and reducing interest rates are labelled as 
"loan servicing functions," and concluding that the Alaska 
Agricultural Loan Act implicitly grants ARLF the power to perform 
these "loan servicing functions 1 where necessary to maximize 
returns on loans.
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As noted in Part III, above, by statute Congress 
expressly granted DNR's federal counterpart authority to extend 
terms, reduce interest rates, and forgive principal, 7 U.S.C. § 
1981(d). This federal statute eit bled promulgation of those 
"loan servicing" regulations whic h  allow term extension and 
interest race reduction. The statute, and not the "loan ser­
vicing function" label, provides authority. To the extent incon­
sistent with this opinion, the December 7, 1987 memorandum is
superceded.

V . INTERPRETATION OF STATE REGULATION

Regulations have been promulgated under the Alaska 
Agricultural Loan Act. One regulation specifically addresses
modification of loan terms. 11 AAC 39.311 states:

OTHER LOAN ACTIONS BY BOARD. (a) ... [A] change
in loan terms will not be granted without the
approval of a majority of the board ....

(b) A change in loan terms includes, but is
not limited to, a change in interest rate, loan
amount, maturity dace, amortisation schedule,
payment date, or collateral ....

A regulation is valid only if consistent with the statute under
which it was promulgated, AS 44.62 .030. See Kalmakoff v. State
Commercial Fisheries, 693 P.2d 844, 853 (Alaska 1965) ; Ia  C. Sand’
Sutherland Stac. Const. 11 31.02 (4th ed. 1985). Therefore,
ll A A C  39.311 must be read in conjunction with the Alaska Agri­
cultural Loan Act and interpreted so as to be consistent with 
that act. When so read and interpreted, we believe 11 /VAC 39.311 
allows the ARLF Board to reduce a theoretical borrower’s interest 
rate from, say, 10 percent no the minimum statutory race of 8
percent, or extend the maturity date of a five-year chattel loan 
to the maximum statutory term of seven years. 4J However, it 
cannot be read to permit the ARLF Board to change the term of a 
loan in a manner which would be inconsistent with express stat­
utory limitations on the various loan terms. Also 11 AAC 39.311

April 25, 1988
Page 7

4/ These powers arp of little praccical value since all 
farm "loans have been made at the minimum interest rate, and 
almost all at the maximum term.
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may not b e  interpreted to allow a "change in ... loan amount" 
through principal forgiveness, since statutory authority to 
forgive principal is lacking. 5/

VI. CONSEQUENCE OF LACK OF AUTHORITY

Whether DNR, DOA, and the ARLF Board possess authority 
to implement the Guidelines may be the subject of litigation. 
Three potential formats for litigation are discussed below; 
others m a y  exist. The discussion below is included only to 
reveal potential losses and liabilities; it should not be inter­
preted as an endorsement of allegations that could be made by 
adverse parties or as an admission of liability.

A. A R L F  Sues Borrower on Restructured Debt

A R L F  has already restructured six borrowers' debts. 
Should one of these borrowers stop making payments on the debt as 
restructured, the Attorney General's Office would file a debt 
collection action on behalf of ARLF to enforce the restructured 
note and security instruments. The borrower might raise as a 
defense the administrative bodies' lack of statutory authority to 
execute the restructured note and security instruments.

Contracts that violate statutes m i g h t  be unenforceable. 
Were the restructured note and security instruments entered into 
by two private parties, an Alaska court w o u l d  apply the Restate­
ment (Second) of Contracts § 178 to determine enforceapility. 
Brown v. B a k e r , 688 P,2d 943 (Alaska 1984) . The Restatement pro­
vides:

§ 173. When a Term is Unenforceable on Grounds of 
Public Policy

(1) A promise or other term of an agreement is 
unenforceable on grounds of public policy if leg­
islation provides that it is unenforceable or the 
interest in its enforcement is clearly outweighed 
in the circumstances by a public policy against 
the enforcement of such terms.

April 25, 1988
Page 8

5/ See footnote 3.
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(2) In weighting the interest in the enforcement 
of a term, account is taken of

(a) the parties' justified expectations,

(b) any forfeiture that would result if en­
forcement were denied, and

(c) any special public interest in the en­
forcement cf the particular term.

(2) In weighing a public policy against enforce­
ment of a term, account is taken of

(a) the strength of that policy as manifested 
by legislation or judicial decisions,

(b) the likelihood that a refusal to enforce 
the term will further that policy,

(c) the seriousness of any misconduct 
involved and the extent co which it was deliber­
ate, and

(d) the directness of the connection between 
chat misconduct and the term.

However, the parties to restructuring are not both private. The 
highest courts of other states hold that contracts between a gov­
ernmental entity and private party which violate a statute are 
not subject co a balancing teat, but are void and unenforceable. 
Chemical Bank v. Washington Public Power Supply System, 666 P.2d 
329, appeal after remand b91 P.2d 524, certiorari denied Haberman 
y. Chemical-Bank. 105 S.Ct. 2140, 471 U.S. 1065, 85 L.EdTid 497 
and 105 S.Ct. 2154, 471 U.S. 1075, 85 L.Ed.2d 510; Noel- v. C o l e , 
655 P.2d 245 (Washington 1982); First Equity Corp. of Florida v. 
Utah State U n i v . , 544 P.2d 887 (Utah 1*97371 Martin v. City of 
Corning, 101 Cal. Rptr. 678 (CaL. App. 1972).

The Alaska Supreme Court has not clearly stated whether 
it will apply Restatement (Second) of Contracts) §178 or the rule 
employed by other states1 courts when one of the parties to an 
illegal contract is a governmental entity. However, a recent 
opinion suggests the latter, which would render void the 
restructured notes and security instruments. McBirney ft

April 25, 1988
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Associates v. State of A l as k a, ___  P.2 d  , Op. No. 3298
(Alaska, April 15, 1938) ^ TiIhe state has an established procure­
ment process which includes competitive bidding .... McBirney's 
conduct violated the state's procurement process and the 
resulting contract was void.") See also King v. Alaska State 
Housing Authority, 512 P.2d 887, &9l (Alaska 1973). ("A public
corporation cannot bind itself to any contract which is beyond 
the scope of its powers.")

Should the restructured notes and security instruments 
be held void, then ARLF could only sue delinquent borrowers or* 
cheir original notes and security instruments. However, claims 
on many of the notes and instruments might soon be barred by the 
applicable statutes of limitations. There will be no recovery on 
claims barred.

B. ARLF Sues Borrower On Original Debt

Should ARLF sue a restructured borrower on his original 
notes and security instruments, the borrower will claim that, in 
reliance on ARLF's representation that his debt has been restruc­
tured, he rearranged his financial affairs so that he is no 
longer to pay the original notes according to their terms. This 
defense will: (1) increase the expense of litigation, (2) delay
the entry of any judgment against the borrower, (3) possibly 
reduce the amount of any judgment, and (4) possibly result in 
court imposition of "equitable" repayment terms.

C. Taxpayer Sues

Restructuring reduces the amount of ARLF's claim 
against a borrower, although it is intended to increase the 
amount of ARLF's recovery from the borrower, A taxpayer might 
3 u e  to prevent reductions in claims.

To sue, a taxpayer must have standing. Important con­
siderations in determining whether a taxpayer has a sufficient 
personal stake in the outcome of such a suit to vest the taxpayer 
with standing are: (1) whether specific constitutional pro­
visions have been violated, (2) the potential economic impact on 
the state treasury, and (3) whether there is anyone in a better 
position to litigate the issue. Hoblic v. Commissioner of 
Natural Resources, 678 P.2d 1337, 1340-1341 (Alaska" "1984) .

April 25, 1988
Page 10

Here: (1) specific constitutional prohibitions may not
be implicated, but specific statutory prohibitions are, (2) the
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maximum potential economic impact on the Agricultural Revolving 
Loan Fund is to reduce claims by $21,156,000, 6/ and (3) a
potential ARLF borrower is probably in a better position to liti­
gate the issue than a taxpayer. Because the farm loan fund is a 
revolving fund, the potential ARLF borrower stands to lose more 
than the taxpayer if the net effect of implementation of the 
Guidelines is to reduce the fund. Consequently, while a taxpayer 
cay not have standing to challenge the implementation of the 
Guidelines, a potential ARLF borrower might. A successful chal­
lenge could invalidate the Guidelines and void agreements entered 
into under the Guidelines.

VII. CONCLUSION

In our view, DNR, DOA, and che ARLF Board are without 
authority co adopt or implement the June 25, 1937 Restructuring 
Guidelines. The legislature may grant this authority tc DNR, 
PGA, or the ARLF Board, but has not yet done sc.

BR:cmh 

Enclosures

6/ Balances outstanding on delinquent ARLF loans total 
approximately $30,000,000. Eight percent (87.) interest on 
$30,000,000 payable over 20 years is $31,116,000. Interest 
calculated under the Guidelines on $30,000,000 payable over 30 
year3 equals $9,960,000. $31,116,000 minus $9,960,000 is
$21,156,000, $21,156,000 is the maximum potential reduction of
claims. However, since roughly half of the applications for 
restructuring considered to dace have been denied, che actual 
reduction in claims would be less.



ARLF FILES IN THE ATTORNEY GENERALS OFFICE

A l a m a s u ,  Inc .  * $ 731 1 4 8 . 9 8
A l a s k a  F u r  F a r m s S 236 0 3 8 . 1 7
A K  G o l d e n  N u g g e t  P o t .  C h i p  $ 3 63 5 9 3 . 4 1
A n c h o r  R e n e w a b l e  F a r m s S 198 1 1 1 . 6 0
A r d e n  F a r m s $ 2 5 0 1 8 6 . 0 0
B a n n o n ,  J e s s e  a n d  W e s l e y $2 , 2 8 5 1 7 5 . 5 7
B e a r s o n ,  M y r o n S 4 3 0 8 0 5 . 0 0
B e a v e r ,  R o y $ 128 3 8 6 . 5 2
B l y t h ,  J a m e s $ 4 0 2 5 9 . 2 2
B r a d l e y , 5 29 6 9 5 . 0 1
B r e h m e r ,  G e r a l d  * $ 6 5 5 2 6 2 . 9 7
B r o w n ,  V i c t o r 5 101 4 1 2 . 8 4
B u c k  a n d  K i r s c h  * $ 27 0 1 7 7 . 0 1
C a n g e ,  C h a r l e s $ 7 6 9 2 1 . 0 0
C a r l s o n ,  C h a r l e s $ 5 6 0 8 5 . 2 9
C a r l s o n ,  L y l e $ 113 5 4 7 . 1 9
C r o o k $ 83 4 5 2 . 3 4
C r o w s o n $ 454 9 2 9 . 6 5
D a i r y  W e s t  * $1 , 2 5 2 3 0 5 . 0 0
D e l t a  K $ 133 2 2 6 . 7 8
D i t c h e n ,  C a r l $ 6 5 0 1 5 0 . 0 0
E b e r h a r d t ,  B e r n a r d $ 8 6 4 5 3 . 0 0
E n g e l l a n t $ 6 0 3 5 5 9 . 2 3
E v a n s ,  D o r o t h y $ 3 7 3 2 . 9 7
F a r  N o r t h  A p i a r y $ 27 9 1 2 . 0 0
F e t t ,  L e e  a n d  M a r i e $ 275 0 5 1 . 0 0
F i e l d i n g ,  T h o m a s $ 93 1 6 7 . 4 2
F r e t v e l l , $ 48 0 0 0 . 0 0
G e n t z ,  W a y n e  a n d  P a t r i c i a $ 3 9 5 1 2 9 . 3 7
G e r s t l e  R i v e r  F a r m s $ 667 7 0 0 . 0 0
G i l l i l a n d  ( G o l d  n H o n e y ) $ 52 9 9 6 . 2 5
G o l d e n  V a l l e y $ 45 4 0 0 2 . 8 6
G r e e n ,  D e n n i s  * $ 8 2 3 6 1 3 . 6 1
H & R  F a r m s  * $1 , 0 2 8 2 8 0 . 5 2
H a r t m a n ,  A l b e r t $ 130 3 2 4 . 4 9
H e a t h e r  F a r m s $ 268 7 7 1 . 0 0
H e a t o n ,  R i c h a r d $ 9 6 8 4 6 4 . 1 3
H e n d e r s h o t ,  E d $ 211 8 7 1 . 0 0
H o l c o m b ,  S t e v e  * $ 2 5 2 2 4 6 . 9 1
I n g a l l s ,  G a y l a n d $ 40 7 2 3 . 3 3
J a c o b s o n ,  D o u g  & S h i r l e y $ 146 1 1 8 . 0 0
J e n n ,  E u g e n e $1 , 0 2 3 4 6 5 . 0 0
J o h n s o n ,  D a v i d  * $ 14 4 1 3 . 0 0
J o h n s o n ,  E l v i n  " B u d "  * $ 939 1 2 5 . 0 0
J o y c e ,  M i c k e y $ 29 6 2 5 . 9 7

Ju rg en s ,  * S 16 0 6 2 . 0 0
Kachelmeier S 47 2 7 7^ 7 5
K arr, Richard $ 180 1 8 0 . 0 0
K eas te r ,  Charles  * $ 235 0 8 0 . 2 9
K elley , Laura $ 23 2 9 3 . 0 0
Kilmurray, Brendon $ 300 5 0 9 . 5 8
K ra tz e r ,  Donald $ 77 4 2 5 . 3 6
L as ley , Jimmy $ 308 7 2 6 . 4 2
Mays, Wm. David * $ 22 3 0 4 . 0 0
Mead $ 5 0 0 0 . 0 0
Melin $ 19 3 2 0 . 0 0
Melton, Len $ 886 0 9 6 . 7 5
M il le r ,  Terry $ 3 3 4 7 8 0 . 0 2
M itc h e l l ,  E arl $ 459 6 8 6 . 4 6
M ulligan, P a t r ic k $ 9 6 2 2 7 4 . 1 1
Muth and Sons, Inc . $ 182 8 9 1 . 8 8
Olson, Arnold $ 3 5 0 0 . 0 0
Olson, Manvil $ 533 8 1 9 . 5 7
O rc u tt  Farms $ 4 6 0 9 7 3 . 3 5
Peninsula  Grnhs $ 935 2 0 2 . 5 0
P e te rso n ,  Alan $ 651 1 3 1 . 8 3
P e t ty ,  Larry * $ 88 5 6 4 . 5 2
P o r te r , $ 19 0 3 4 . 2 9
R ichards , Ronald $ 15 0 0 0 . 0 0
R oberts , Bruce * $ 3 0 2 9 0 . 0 0
R u it ,  John $ 69 0 3 9 6 . 6 5
Saylor $ 33 3 7 2 2 . 1 9
Schade, Lloyd $ 163 0 7 8 . 3 4
Schenk, N eil $ 50 4 8 9 1 . 4 1
Schmidt $ 239 0 8 6 . 1 2
Schweigert $ 41 4 8 2 . 1 8
Smith, Evander $ 550 1 9 8 . 0 0
Smith, Howard $ 45 6 0 0 . 0 0
Snowcrest Farms $ 7 4 0 7 4 2 . 9 7
Spears/OHM $ 2 2 7 4 5 6 . 0 0
Stromberg, Gary $ 30 8 5 2 . 5 3
Taggo $ 43 9 1 4 . 6 6
Thom, Robert $ 553 4 6 6 . 7 0
Thomas, Alvin $ 6 0 5 6 . 0 0
Vickaryous, James $ 7 3 0 9 . 0 5
Wassink, Harry $ 6 6 8 9 1 7 . 6 3
Wener, $ 29 8 1 2 . 0 0
W illa rd ,  Bruce $ 7 0 7 1 8 . 5 2
Wright, Sande $ 985 0 7 5 . 7 7
Zimmerman, Ed $ 6 5 9 7 8 3 . 4 4

* B o a r d  A c t i o n  o f  4 / 1 3 / 8 8

Q v e ,c 3 o  A \ i L ( . t o / v  ve

L c ^ j  - w *  ^  r ^ k , ^  ^ c r / o W /
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A l a s k a  S t a t e  L e g i s l a t u r e

H o u s e  o f  R e p r e s e n t a t i v e s

M a y  7, 1 9 8 8

T h e  H o n .  J u d y  B r a d y  
C o m m i s s i o n e r
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 .  B o x  M  
J u n e a u ,  A K  9 9 8 1 1

D e a r  C o m m i s s i o n e r  B r a d y :

I a m  w r i t i n g  a b o u t  t h e  M a t  M a i d  c r e a m e r y  n o w  in t h e  s t a t e ' s  
p o s s e s s i o n .  I a p p r e c i a t e  t h e  p a r t i c i p a t i o n  o f  y o u  a n d  y o u r  
s t a f f  i n  r e c e n t  d i s c u s s i o n s  a b o u t  t h e  f u t u r e  o f  t h e  c r e a m e r y  
a n d  t h e  A l a s k a  d a i r y  i n d u s t r y ,  a n d  n a t u r a l l y  I s h a r e  y o u r  
i n t e r e s t  in s e e i n g  b o t h  s u c c e e d  o v e r  t h e  l o n g  t e r m .  I a l s o  
r e c o g n i z e  y o u r  i n t e r e s t  i n  g e t t i n g  t h e  s t a t e  o u t  o f  t h e  
c r e a m e r y  m a n a g e m e n t  b u s i n e s s .

A f t e r  t h e  R e s o u r c e s  C o m m i t t e e ' s  r e v i e w  o f  S B  4 8 4  o n  a g  d e b t  
r e s t r u c t u r i n g  a n d  S B  4 7 2  o n  t r a n s f e r r i n g  t h e  d a i r y ,  I a m  
i n t e r e s t e d  i n  p u r s u i n g  s e v e r a l  c o n c e p t s  w i t h  you.

T h e  d a i r y  f a r m e r s '  l a r g e s t  c o n c e r n  ( w h i c h  l e d  t o  t h e  
i n t r o d u c t i o n  o f  S B  472) a p p e a r s  t o  b e  t h a t  t h e  A l a s k a  d a i r y  

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

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 s  s u c c e s s f u l l y  m a n a g e d  
t h e  c r e a m e r y  a n d  t h e  A l a s k a  i n d u s t r y  s e e m s  t o  b e  o n  t h e  
v e r g e  o f  s t a b i l i t y  a n d  s u c c e s s .  S t i l l ,  I u n d e r s t a n d  t h e  
D e p a r t m e n t ' s  c o n c e r n s  a b o u t  t h e  p r o p o s a l  t o  t r a n s f e r  t h e  
c r e a m e r y  t o  t h e  c o o p :  f i r s t ,  t h a t  t h e  c o o p  s h o u l d  b e  a b l e  t o  
g a i n  c o n t r o l  g r a d u a l l y  in a w a y  t h a t  d o e s n ' t  d e s t a b i l i z e  t h e  
f a r m e r s '  o t h e r  o p e r a t i o n s  o r  d e b t  a n d  w h i c h  p r o v i d e s  s o m e  

t i m e  t o  g a i n  m a n a g e m e n t  e x p e r i e n c e ;  a n d  s e c o n d ,  t h a t  t h e  
D e p a r t m e n t  c a n n o t  s e l l  t h e  c r e a m e r y  t o  a s e l e c t e d  b u y e r  

u n d e r  e x i s t i n g  law.

S B  4 8 4  n o w  c o n t a i n s  l a n g u a g e  t h a t  s h o u l d  g i v 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  t w o  y e a r s  d u r i n g  w h i c h  t o  s e l l  o r  
l e a s e - p u r c h a s e  t h e  c r e a m e r y  t o  t h e  c o o p  a n d  g i v e  t h e  c o o p  
t h e  o p p o r t u n i t y  t o  g a i n  t h e  e x p e r i e n c e  n e c e s s a r y  t o  o w n  a n d
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m a n a g e  t h e  c r e a m e r y  u n i l a t e r a l l y .  I t  a l s o  p r o v i d e s  D N R  w i t h  
a u t h o r i t y  t o  s e l l  t h e  c r e a m e r y  t o  t h e  d a i r y  c o o p  

n o n c o m p e t i t i v e l y ,  a n d  a t  b e l o w  m a r k e t  v a l u e  if s u c h  a s a l e  
w o u l d  b e  i n  t h e  s t a t e ' s  i n t e r e s t s .

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

S B  4 8 4  h a s  b e e n  w r i t t e n  t o  a l l o w  a t r a n s a c t i o n  a t  l e s s  t h a n  
m a r k e t  v a l u e  i n  c a s e  t h e  1 9 9 0  a p p r a i s a l  o f  t h e  c r e a m e r y  
s h o u l d  s h o w  t h a t  t h e  c o o p  w o u l d  n o t  b e  a b l e  t o  m e e t  t h e  

p a y m e n t s  f o r  t h e  c r e a m e r y .  I f  t h e  D e p a r t m e n t  d e t e r m i n e s  in 
1 9 9 0  t h a t  a b e l o w - v a l u e  s a l e  is i n  t h e  p u b l i c  i n t e r e s t  
( w h i c h  it m a y  b e ) , t h e r e  s h o u l d  b e  f l e x i b i l i t y  t o  s e l l  t h e  
c r e a m e r y  t o  a f u n c t i o n i n g ,  s u c c e s s f u l  c o o p  a t  a p r i c e  t h a t  
c a n  b e  f a i r l y  p a i d .

S o m e  o f  t h e  f a r m e r s  h a v e  b e e n  c o n c e r n e d  a b o u t  p a y i n g  t h e  
1 9 9 0  v a l u e  f o r  t h e  c r e a m e r y .  T h e y  d o n ' t  w a n t  t o  h a v e  t o  p a y  
t w i c e  f o r  i m p r o v e m e n t s  m a d e  o v e r  t h e  n e x t  t w o  y e a r s  a t  t h e i r  

o w n  e x p e n s e .  I u n d e r s t a n d  t h a t  u n d e r  o r d i n a r y  c i r c u m s t a n c e s  
t h e  D e p a r t m e n t  w r i t e s  i t s  l e a s e s  s o  t h a t  r e n t a l  a d j u s t m e n t s  

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

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

I h o p e  t h a t  t h e  D e p a r t m e n t  a n d  t h e  A R L F  B o a r d  w i l l  
r e c o g n i z e ,  i n  1 9 9 0  o r  b e f o r e  i f  t h e  c o o p  a p p e a r s  r e a d y ,  t h a t  
t h e  L e g i s l a t u r e  e n a c t e d  a s p e c i a l  p r o v i s i o n  f o r  t h e  c r e a m e r y  
t r a n s f e r  i n  h o p e s  t h a t  t h e  A l a s k a  i n d u s t r y  c o u l d  b e  f o s t e r e d  
a n d  e n h a n c e d .  T h i s  d o e s  n o t  m e a n  t h a t  t h e  l a n g u a g e  i n c l u d e d  
i n  S B  4 8 4  e n c o u r a g e s  a b e l o w - m a r k e t  s a l e  o f  t h e  c r e a m e r y ,  
n o r  t h a t  t h e  c o o p  s h o u l d  b e  g u a r a n t e e d  t h e  c o n v e y a n c e  
u n c o n d i t i o n a l l y .  H o w e v e r ,  if t h e  D e p a r t m e n t  in 1 9 9 0  
d e t e r m i n e s  t h a t  t h e  c o o p  h a s  m e t  q u a l i t y  s t a n d a r d s  a n d  
c o n v e y a n c e  c r i t e r i a ,  a n d  i f  t h e  c o o p  c a n  a f f o r d  t o  p u r c h a s e  
t h e  c r e a m e r y  a t  s o m e  r e a s o n a b l e  p r i c e ,  I w o u l d  h o p e  t o  s e e  
t h e  D e p a r t m e n t  a n d  t h e  A R L F  B o a r d  p r o c e e d  w i t h  t h e  s a l e .

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

I n  c o n c l u s i o n ,  I h o p e  t h a t  t h e  D e p a r t m e n t  w i l l  b e  a b l e  t o  
c o m m i t  t o  r e w r i t i n g  t h e  p r o p o s e d  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  1) t o  r e m o v e  r e f e r e n c e s  t o  a s s i g n m e n t ,  a n d  2) t o  
i n c l u d e  t h e  o p t i o n  f o r  t h e  c o o p  t o  p u r c h a s e  o r  l e a s e -  
p u r c h a s e  t h e  c r e a m e r y  in t w o  y e a r s  if q u a l i t y  a n d  c o n v e y a n c e  
c r i t e r i a  h a v e  b e e n  me t .  A  c o m m i t m e n t  b y  t h e  D e p a r t m e n t  t o  
t h e s e  t w o  p o i n t s  w i l l  g o  a l o n g  w a y  t o w a r d  s t a b i l i z i n g  
A l a s k a ' s  d a i r y  i n d u s t r y  a n d  a l l o w i n g  t h e  c a r e f u l  a n d  f a i r  
t r a n s f e r  o f  t h e  c r e a m e r y  t o  t h e  c o o p .

S i n c e r e l y ,

Rep." s a m  c o t t e n
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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  
A l a s k a  S t a t e  H o u s e  o f  R e p r e s e n t a t i v e s  
P . O .  B o x  V  

J u n e a u ,  A K  9 9 8 0 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 :

T h i s  l e t t e r  is t o  c o n f i r m  t h e  d e p a r t m e n t ' s  c o m m i t m e n t  to 
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  t o  a n  A l a s k a n  d a i r y  
f a r m e r ' s  c o o p e r a t i v e  b e f o r e  J u n e  30, 1990, if p r a c t i c a l  a n d  
e q u i t a b l e  t e r m s  o f  s a l e  o r  l e a s e / p u r c h a s e  c a n  b e  n e g o t i a t e d ,  
if t h e  s a l e  o r  l e a s e / p u r c h a s e  w o u l d  h e l p  e n s u r e  t h e  f u t u r e  
o f  A l a s k a ' s  d a i r y  i n d u s t r y ,  a n d  if t h e  s a l e  o r  
l e a s e / p u r c h a s e  is d e t e r m i n e d  t o  b 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 .

A s  y o u  k n o w ,  t h e  d e p a r t m e n t  i n t e n d s  to i m p l e m e n t  a o n e  y e a r  
a g r e e m e n t  w i t h  A l a s k a  D a i r y  Inc. ( A D I ) . T h e  a g r e e m e n t  w i l l  
p r o v i d e  A D I  w i t h  m a n a g e m e n t  o v e r s i g h t  o f  t h e  M a t a n u s k a  M a i d  
l a n d  a n d  b u i l d i n g s  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  in 

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

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  w i l l  n o t  s e l l  t h e  c r e a m e r y  
t o  a p u r c h a s e r  o t h e r  t h a n  a c o o p e r a t i v e  o f  A l a s k a  d a i r y  
p r o d u c e r s  p r i o r  t o  J u n e  30, 1 9 9 0 ,  p r o v i d e d  t h a t  t h e  c o ­
o p e r a t i v e  d e m o n s t r a t e s  f i n a n c i a l  s t a b i l i t y  a n d  t h e  
m a n a g e m e n t  c a p a c i t y  t o  p a r t i c i p a t e  s u c c e s s f u l l y  i n  t h e  
o p e r a t i o n  o f  t h e  b u s i n e s s ,  a n d  t h a t  e x i s t i n g  c r e a m e r y  

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

S h o u l d  t h e  H C S C S S B  4 8 4  ( R e s o u r c e s )  b e  e n a c t e d ,  a s a l e  of 
M a t a n u s k a  M a i d  c r e a m e r y  a s s e t s  a t  f a i r  m a r k e t  v a l u e  t o  t h e  
c o o p e r a t i v e  o f  A l a s k a  d a i r y  p r o d u c e r s  w i l l  i n c l u d e  a d i s -

10-J9LH
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c o u n t  f o r  c a p i t a l  i m p r o v e m e n t s  m a d e  a n d  e q u i p m e n t  p u r c h a s e d  
b y  c o n t r i b u t i o n s  f r o m  m e m b e r s  o f  t h e  c o o p e r a t i v e ,  d u r i n g  t h e  
t e r m  o f  t h e  m a n a g e m e n t  agreement:. If a c o o p e r a t i v e  o f  

A l a s k a  d a i r y  f a r m e r s  i s  u n a b l e  t o  s u c c e s s f u l l y  e x e c u t e  the 
c r e a m e r y  p u r c h a s e  b y  J u n e  30, 1 9 9 0 ,  t h e  d e p a r t m e n t  m a y  o f f e r  
t h e  b u s i n e s s  a t  a c o m p e t i t i v e  b i d  s a l e  t o  o t h e r  p r o s p e c t i v e  
b u y e r s .  It is n o t  t h e  i n t e n t i o n  o f  t h e  d e p a r t m e n t  t o  r e t a i n  
l o n g  t e r m  o w n e r s h i p  o f  t h e  c r e a m e r y .

W e  a p p r e c i a t e  y o u r  i n t e r e s t  in t h e  c o n t i n u a t i o n  o f  A l a s k a ' s  
a g r i c u l t u r a l  i n d u s t r y .  P l e a s e  l e t  m e  k n o w  if I m a y  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  o r  a s s i s t a n c e .

B o b  E v a n s  
M a r k  W e a v e r  
H a l  W a r d



C hapter 109

AN ACT
Rel/ting co Che rtorgani2*clon of privace debc at a 
Delta Project. ‘ - ■ •

* Section 1. • LEGISLATIVE .FINDINGS. The legislature finds that the 

large grain farms that were developed on atate agricultural land in the 

Delea Projects are subject co a personal debc load chat is unmanageable 

because of a coincidence of unique and unforeseen circumstances:

(1) the unforeseen difficulties with che limited growing seasons 

including the extremely short period in which the crops ma y be planted:

(2) conflicts w it h  the hexda of bis on  located in che areat

(3) the inadequate agricultural infrastructure in che area of 

the Delta Projects and in che s c a c m

(A) Che depressed grain prices nationwide:

(5) the u nexpected problems with economic farm size.

* Sec. 2. (a) The commissioner of natural resources shall, at che re­

quest of an individual who holds agricultural rights co land purchased from 

che state in a Delta Project,

(1) accept the relinquishment of agricultural land purchased 

from che scate in a Delta Project and credit the percentage of che debc

owed to che scaca on land purchaaad and land clearing loans that equals che

percentage of land relinquished under this section, either by  acreage or by 

value, as determined by che commissioner;

(2) enter into an agreement with the Individual for che lease 

for agricultural purposes only of a portion of or all of che land

-1- CSSB 3A9(Fln)
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Chapter 109

relinquished for a term of 20 years ac Che full fair narkec value of che 

landi a survey under Chis paragraph, if required, shall be ac che expense 

of che individual.

(b) If aa individual who has relinquished land under chis seccion 

applies before July 1, 1987 for a lease on all or pare of Che land relin­

quished, che lease shall provide Che lessee an opcion co purchase Che land 

leased under <a)(2) of chis seccion ac full fair market value ac che else 

of purchase uichouc reducclon Co reflecc che remaining lease cerm.

. (c) The cccaissioner of nacural resources in consulcacion wlch Che 

Agriculcural Revolving Loan Board m ay  renegotiate v i eh  che individual loans 

for .chattels or farm improvements locaced on Che agriculcural land in a 

Delca Project if che coimaissloner determines chac renegociaclon is neces­

sary co minimize financial losses co Che state and chac ic is in che best 

interest of Che scace.

* Sec. 3. The provisions of Chis Acc are noc available co an individual 

paruicipacing in a federal farm program that provides monetary or ocher 

incentives for keeping agriculcural land in a Delca Project ouc of p roduc­

tion.

* Sec. 4. This Acc is repealed July 1, 1988.

CSSB 349(Fin'.
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SENATE ACTION;

SENATE JOURNAL FEBRUARY 29, 1988

S E N A T E  B I L L  NO. 4 8 4  b y  t h e  J u d i c i a r y  C o m m i t t e e  b y  r e q u e s t ,  

e n t i t l e d :

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

w a s  r e a d  t h e  f i r s t  t i m e  a n d  r e f e r r e d  t o  t h e  R e s o u r c e s  
C o m m i t t e e  a n d  t h e  F i n a n c e  C o m m i t t e e .

SENATE JOURNAL APRIL 6, 1988

T h e  R e s o u r c e s  C o m m i t t e e  c o n s i d e r e d  S E N A T E  B I L L  NO. 4 8 4  " A n  
A c t  r e s t r u c t u r i n g  t h e  d e b t  o f  c e r t a i n  d a i r y  f a r m e r s ;  a n d  
p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e "  a n d  r e c o m m e n d e d  i t  b e  
r e p l a c e d  w i t h

C S  F O R  S E N A T E  B I L L  NO. 4 8 4 ( R e s o u r c e s ) , e n t i t l e d :
" A n  A c t  r e s t r u c t u r i n g  a g r i c u l t u r a l  d e b t ;  
a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

S e n a t o r  C o g h i l l ,  C h a i r m a n ,  s i g n e d  " d o  p a s s . "  S e n a t o r s  
D u n c a n ,  F i s c h e r ,  Z h a r o f f  a n d  S t u r g u l e w s k i  s i g n e d  " n o  
r e c o m m e n d a t i o n . "

F i s c a l  n o t e  p u b l i s h e d  t o d a y  f r o m  D e p a r t m e n t  o f  N a t u r a l  
R e s o u r c e s .

S E N A T E  B I L L  NO. 4 8 4  w a s  r e f e r r e d  t o  t h e  F i n a n c e  C o m m i t t e e .

SENATE JOURNAL APRIL 30, 1988

T h e  F i n a n c e  C o m m i t t e e  c o n s i d e r e d  S E N A T E  B I L L  NO. 4 8 4  " A n  A c t  
r e s t r u c t u r i n g  t h e  d e b t  o f  c e r t a i n  d a i r y  f a r m e r s ;  a n d  

p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e "  a n d  r e c o m m e n d s  it b e  

r e p l a c e d  w i t h

C S  F O R  S E N A T E  B I L L  NO. 4 8 4 ( F i n a n c e ) , e n t i t l e d :
" A n  A c t  r e l a t i n g  t o  t h e  p o w e r s  o f  a n d  l o a n s  
m a d e  b y  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 ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

a n d  r e p o r t s  i t  b a c k  w i t h o u t  r e c o m m e n d a t i o n .  T h e  r e p o r t  w a s  
s i g n e d  b y  S e n a t o r  H a l f o r d ,  C o - c h a i r m a n ,  a n d  c o n c u r r e d  i n  b y  
S e n a t o r s  Z h a r o f f ,  F i s c h e r ,  D u n c a n ,  U e h l i n g ,  H e n s l e y  a n d  

B i n k l e y .

F i s c a l  n o t e  p u b l i s h e d  t o d a y  f r o m  S e n a t e  F i n a n c e  C o m m i t t e e .  

S E N A T E  B I L L  NO. 4 8 4  w a s  r e f e r r e d  t o  t h e  R u l e s  C o m m i t t e e .

SENATE JOURNAL MAY 3, 1988

T h e  R u l e s  C o m m i t t e e  c o n s i d e r e d  S E N A T E  B I L L  NO. 4 8 4  " A n  A c t



r e s t r u c t u r i n g ' ' t h e  d e b t  o f  c e r t a i n  d a i r y  f a n n e r s ;  a n d  
p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e "  a n d  r e c o m m e n d e d  c a l e n d a r .  
T h e  r e p o r t  w a s  s i g n e d  b y  s e n a t o r  E i i a s o n ,  C h a i r m a n  a n d  
c o n c u r r e d  i n  b y  S e n a t o r s  H e n s l e y ,  B i n k l e y ,  F a i k s  a n d  J o n e s .

i   ii'.C . f- ■ J{ j 1-wJT U.; ( y
S E N A T E  B I L L  NO. 4 8 4  is o n  t o d a y ' s  c a l e n d a r .

SENATE JOURNAL HAY 3, 1988

S E N A T E  B I L L  NO. 4 8 4  " A n  A c t  r e s t r u c t u r i n g  t h e  d e b t  o f  
c e r t a i n  d a i r y  f a r m e r s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e "  

w a s  r e a d  t h e  s e c o n d  t i m e .
«• .1

S e n a t o r  H a l f o r d  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  f o r  t h e  
a d o p t i o n  o f  t h e  F i n a n c e  C o m m i t t e e  S u b s t i t u t e  o f f e r e d  o n  p a g e  
3 3 0 1 .  W i t h o u t  o b j e c t i o n ,  C S  F O R  SENATE.- B I L L  NO. 4 8 4  
( F i n a n c e )  " A n  A c t  r e l a t i n g  t o  t h e  p o w e r s ,  o f .a n d . l o a n s  m a d e  
b y  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 ;  a n d  p r o v i d i n g  
f o r  a n  e f f e c t i v e  d a t e "  w a s  a d o p t e d .

C S  F O R  S E N A T E  B I L L  NO. "'484 (Fl’riance) w a s  r e a d  t h e  s e c o n d  

t i m e .

S e n a t o r  C o g h i l l  o f f e r e d  A m e n d m e n t  No. 1; '
- j r ,

P a g e  1, l i n e  24; D e l e t e  " D i r e c t o r  o f  A g r i c u l t u r e
s h a l l "

I n s e r t  " C o m m i s s i o n e r  m a y "

S e n a t o r  C o g h i l l  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  f o r  t h e  
a d o p t i o n  o f  A m e n d m e n t  No. 1. S e n a t o r  H a l f o r d  o b j e c t e d .

S e n a t o r  K e l l y  c a l l e d  t h e  S e n a t e .
% i • i ti • i *

P r e s i d e n t  F a i k s  statedv.the- c a l l  w a s  s a t i s f i e d .
•! I . . ’r - /  • . • * •

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

S e n a t o r  C o g h i l l  r e q u e s t e d  t h a t  t h e  q u e s t i o n  b e  d i v i d e d .

S e n a t o r  C o g h i l l  m o v e d  t o  a d o p t  A m e n d m e n t  N o .  1, P a r t  1, t h a t  

p a r t  b e i n g ;

D e l e t e  " D i r e c t o r  o f  A g r i c u l t u r e "
I n s e r t  " C o m m i s s i o n e r "

T h e  q u e s t i o n  b e i n g ;  S h a l l  A m e n d m e n t  No. 1, P a r t  1 b e  

a d o p t e d ?  T h e  r o l l  w a s  t a k e n  w i t h  t h e  f o l l o w i n g  r e s u l t ;

C S S B  4 8 4  F I N  P A R T  1 Al/ 1

Y e a s :  10 A b o o d ,  C o g h i l l ,  F a i k s ,  F a n n i n g ,
F i s c h e r ,  J o n e s ,  J o s e p h s o n ,  K e l l y ,  

S t u r g u l e w s k i ,  U e h l i n g



N a y s :  10 B i n k l e y ,  D u n c a n ,  E l i a s o n ,
F a h r e n k a m p ,  H a l f o r d ,  H e n s l e y ,

K e r t t u l a ,  R o d e y ,  S z y m a n s k i ,

Z h a r o f f

S e n a t o r  F a i k s  c h a n g e d  f r o m  " n a y "  t o  " y e a " ,  

a n d  so, A m e n d m e n t  N o .  1, P a r t  1 failed..

S e n a t o r  C o g h i l l  fltqved t o  a d o p t  A m e n d m e n t  No. 1, P a r t  2, t h a t

p a r t  b e i n g :  -ir

D e l e t e  " s h a l l "  
instert“Juiffa;yL,»-

T h e  q u e s t i o n  b e i n g ;  S h a l l  A m e n d m e n t  No. 1, P a r t  2 b e
a d o p t e d ?  T h e  r o l l  w a s ' t a k e n  w i t h  t h e  f o l l o w i n g  r e s u l t :

»

C S S B  4 8 4  F I N  P A R T  2 A M  1 ' .

Y e a s :  3 C o g h i l l ,  J o s e p h s o n ,  U e h l i n g  \ •V-
• -trr* J.8-   I

N a y s :  17 T Aboddf? B i n k l e y ,  D u n c a n ,  E l i a s o n ,
F a h r e n k a m p ,  F a i k s ,  F a n n i n g ,
F i s c h e r ,  H a l f o r d ,  H e n s l e y ,  J o n e s ,

K e l l y ,  K e r t t u l a ,  R o d e y ,
S t u r g u l e w s k i ,  S z y m a n s k i ,  Z h a r o f f

a n d  so, A m e n d m e n t  No. 1, P a r t  2 f a i l e d .

S e n a t o r  C o g h i l l  o f f e r e d  A m e n d m e n t  No. 2:

P a g e  2, l i n e  27: A f t e r  " a m e n d e d "
I n s e r t  "; t o  t h e  e x t e n t  t h a t  t h e

p r o c e e d s  a s s i g n e d , . g x c £ £ ^ j p a y m e n . t s .  d u e  e a c h  c a l e n d a r  y e a r ,  _ 
t h e  e x c e s s  s h a l l  b e  r e f u n d e d  t o  t h e  a p p l i c a n t . "  ,

S e n a t o r  C o g h i l l  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  f o r  t h e  
a d o p t i o n  o f  A m e n d m e n t  No. 2. S e n a t o r  H a l f o r d  a n d  U e h l i n g  

o b j e c t e d .

T h e  q u e s t i o n  b e i n g :  S h a l l  A m e n d m e n t  No. 2 b e  a d o p t e d ?  T h e
r o l l  wets t a k e n  w i t h  t h e  'fttlTowing r e s u l t :

C S S B  4 P 4  F I N  A M  2

Y e o c :  4 C o g h i l l ,  F a h r e n k a m p ,  J o s e p h s o n ,
S t u r g u l e w s k i

N a y s :  16 A b o o d ,  B i n k l e y ,  D u n c a n ,  E l i a s o n ,
F a i k s ,  F a n n i n g ,  F i s c h e r ,  H a l f o r d ,
H e n s l e y ,  J o n e s ,  K e l l y ,  K e r t t u l a ,
R o d e y ,  S z y m a n s k i ,  U e h l i n g ,
Z h a r o f f



a n d  so, A m e n d m e n t  No. 2 f a i l e d .

S e n a t o r  C o g h i l l  o f f e r e d  A m e n d m e n t  No. 3:

P a g e  3, l i n e  7: I n s e r t  a n e w  S e c t i o n  3 t o  r e a d :
" S e c t i o n  3 o f  S L A  1 9 8 6 ,  C h a p t e r  
109, is r e p e a l e d "

R e n u m b e r  a c c o r d i n g l y .

S e n a t o r  C o g h i l l  w i t h d r e w  A m e n d m e n t  No. 3.

S e n a t o r  C o g h i l l  o f f e r e d  A m e n d m e n t  No. 4:

P a g e  2, l i n e  29: D e l e t e  " m a y "
I n s e r t  " s h a l l "

P a g e  3, l i n e  2: A f t e r  " m o n t h "
I n s e r t  " a n d  p u r c h a s e s  a m a j o r i t y  o f  

A l a s k a n  g r o w n  g r a i n  a n d  f o r a g e "

S e n a t o r  C o g h i l l  w i t h d r e w  A m e n d m e n t  No. 4.

S e n a t o r  K e r t t u l a  o f f e r e d  A m e n d m e n t  No. 5:

P a g e  2, l i n e  29: A f t e r  " t h e  b o a r d "
D e l e t e  " m a y "
I n s e r t  " s h a l l "

S e n a t o r  K e r t t u l a  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  f o r  t h e  
a d o p t i o n  o f  A m e n d m e n t  No. 5. S e n a t o r  C o g h i l l  o b j e c t e d .

S e n a t o r  K e r t t u l a  w i t h d r e w  A m e n d m e n t  No. 5.

S e n a t o r  C o g h i l l  r e - o f f e r e d  A m e n d m e n t  No. 4, t h a t  a m e n d m e n t  
b e i n g  s p o n s o r e d  b y  S e n a t o r s  C o g h i l l  a n d  K e r t t u l a .

S e n a t o r  C o g h i l l  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  f o r  t h e
a d o p t i o n  o f  A m e n d m e n t  No. 4. S e n a t o r  F i s c h e r  o b j e c t e d .

S e n a t o r  C o g h i l l  o f f e r e d  a n  a m e n d m e n t  t o  A m e n d m e n t  No. 4:

P a g e  3, l i n e  2: D e l e t e  " p u r c h a s e s "
I n s e r t  " u s e s "

S e n a t o r  C o g h i l l  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  f o r  t h e
a d o p t i o n  o f  t h e  a m e n d m e n t  t o  A m e n d m e n t  No. 4. S e n a t o r  
F i s c h e r  o b j e c t e d ,  t h e n  w i t h d r e w  h i s  o b j e c t i o n .  T h e r e  b e i n g  
n o  f u r t h e r  o b j e c t i o n s ,  a m e n d m e n t  t o  A m e n d m e n t  No. 4 w a s  

a d o p t e d .

S e n a t o r  C o g h i l l  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  f o r  t h e
a d o p t i o n  o f  A m e n d m e n t  No. 4 a s  a m e n d e d .  W i t h o u t  o b j e c t i o n ,  

i t  w a s  s o  o r d e r e d .



S e n a t o r  E l i a s o n  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  t h a t  CS 
F O R  S E N A T E  B I L L  NO. 4 8 4 ( F i n a n c e )  a m  b e  c o n s i d e r e d  e n g r o s s e d ,  
a d v a n c e d  t o  t h i r d  r e a d i n g  a n d  p l a c e d  o n  f i n a l  p a s s a g e .

CS F O R  S E N A T E  B I L L  NO. 4 8 4 ( F i n a n c e )  a m  w a s  r e a d  t h e  t h i r d  

t i m e .

T h e  q u e s t i o n  b e i n g :  S h a l l  CS F O R  S E N A T E  B I L L  NO. 484
( F i n a n c e )  a m  " A n  A c t  r e l a t i n g  t o  t h e  p o w e r s  o f  a n d  l o a n s  
m a d e  b y  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 ;  a n d  
p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e 1' p a s s  t h e  S e n a t e ?  T h e  r o l l  
w a s  t a k e n  w i t h  t h e  f o l l o w i n g  r e s u l t :

C S S B  !84 F I N  A M  3 R D

Y e a s :  18 A b o o d ,  C o g h i l l ,  D u n c a n ,  E l i a s o n ,
F a h r e n k a m p ,  F a i k s ,  F a n n i n g ,
F i s c h e r ,  H a l f o r d ,  J o n e s ,
J o s e p h s o n ,  K e l l y ,  K e r t t u l a ,  R o d e y ,  
S t u r g u l e w s k i ,  S z y m a n s k i ,  U e h l i n g ,  
Z h a r o f f

N a y s :  0
•

A b s e n t :  2 B i n k l e y ,  H e n s l e y

a n d  so, C S  F O R  S E N A T E  B I L L  NO. 4 8 4 ( F i n a n c e )  a m  p a s s e d  t h e  

S e n a t e .

S e n a t o r  E l i a s o n  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  t h a t  t h e  
v o t e  o n  t h e  p a s s a g e  o f  t h e  b i l l  b e  c o n s i d e r e d  t h e  v o t e  o n
t h e  e f f e c t i v e  d a t e  c l a u s e .  W i t h o u t  o b j e c t i o n ,  i t  w a s  s o

c r a e r e d .

SENATE JOURNAL MAY 3, 1988

S B  4 8 4  c o n t ' d
S e n a t o r  E l i a s o n  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  t h a t  t h e  
v o t e  o n  t h e  p a s s a g e  o f  t h e  b i l l  b e  c o n s i d e r e d  t h e  v o t e  o n
t h e  e f f e c t i v e  d a t e  c l a u s e .  W i t h o u t  o b j e c t i o n ,  i t  w a s  s o

o r d e r e d .

S e n a t o r  U e h l i n g  g a v e  n o t i c e  o f  r e c o n s i d e r a t i o n  o n  C S  F O R
S E N A T E  B I L L  NO. 4 8 4 ( F i n a n c e )  a m  " A n  A c t  r e l a t i n g  t o  t h e
p o w e r s  o f  a n d  l o a n s  m a d e  b y  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 ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e "  a n d  m o v e d  
a n d  a s k e d  u n a n i m o u s  c o n s e n t  t h a t  i t  b e  t a k e n  u p  a t  t h i s
t i m e .  W i t h o u t  o b j e c t i o n ,  it w a s  s o  o r d e r e d .

C S  F O R  S E N A T E  B I L L  NO. 4 8 4 ( F i n a n c e )  a m  w a s  b e f o r e  t h e  S e n a t e  

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

T h e  q u e s t i o n  u o  b e  r e c o n s i d e r e d  is: S h a l l  C S  F O R  S E N A T E



B I L L  NO. 4 8 4  ( F i n a n c e )  a m  " A n  A c t  r e l a t i n g  t o  t h e  p o w e r s  o f  
a n d  l o a n s  m a d e  b y  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 ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e "  p a s s  t h e  S e n a t e ?  

T h e  r o l l  w a s  t a k e n  w i t h  t h e  f o l l o w i n g  r e s u l t :

C S S B  4 8 4  F I N  A M  R E C O N S I D E R A T I O N

Y e a s :  16 A b o o d ,  C o g h i l l ,  E l i a s o n ,
F a h r e n k a m p ,  F a i k s ,  F a n n i n g ,
F i s c h e r ,  H a l f o r d ,  H e n s l e y ,  J o n e s ,  
J o s e p h s o n ,  K e l l y ,  K e r t t u l a ,  
S t u r g u l e w s k i ,  S z y m a n s k i ,  U e h l i n g

N a y s :  0

A b s e n t :  4 B i n k l e y ,  D u n c a n ,  R o d e y ,  Z h a r o f f

a n d  so, CS F O R  S E N A T E  B I L L  NO. 4 8 4 ( F i n a n c e )  a m  p a s s e d  t h e  

S e n a t e  o n  r e c o n s i d e r a t i o n .

S e n a t o r  E l i a s o n  m o v e d  a n d  a s k e d  u n a n i m o u s  c o n s e n t  t h a t  t h e  
v o t e  o n  t h e  p a s s a g e  o f  t h e  b i l l  b e  c o n s i d e r e d  t h e  v o t e  o n  
t h e  e f f e c t i v e  d a t e  c l a u s e .  W i t h o u t  o b j e c t i o n ,  i t  w a s  s o  

o r d e r e d .

C S  F O R  S E N A T E  B I L L  NO. 4 8 4 ( F i n a n c e )  a m  w a s  r e f e r r e d  t o  t h e  

S e c r e t a r y  f o r  e n g r o s s m e n t .

C S  F O R  S E N A T E  B I L L  NO. 4 8 4 ( F i n a n c e )  a m  " A n  A c t  r e l a t i n g  t o  
t h e  p o w e r s  o f  a n d  l o a n s  m a d e  b y  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 ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e "  w a s  
e n g r o s s e d ,  s i g n e d  b y  t h e  P r e s i d e n t  a n d  S e c r e t a r y  a n d  
t r a n s m i t t e d  t o  t h e  H o u s e  f o r  c o n s i d e r a t i o n .
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Steve Cowoer on Alaska Agriculture

Agriculture in Alaska is a productive Industry with enormous potential. It Is an 
essential component Of a diverslTieci Alaska economy and, with p r o p e r  r rm n a g o m o n t ,  
can employ several thousand Alaskans and feed many thousands more. For example, 
it is projected that sales of certain agriculture products in Alaska could reach $oo 
million annually by 1990 compared to only $18 million in 1983. Agriculture in Alaska 
tneretore, merits s e r i o u s  c o n s i d e r a t i o n  In o t a t o  p l a n n i n g  d e c i s i o n * ,  a voice in state 
government and the benefit of stable long-range policies.

For the most part, past state agricultural policies have emphasized large 
projects characterized by high costs and risks and sometimes unrealistic production 
goals. These policies have often obscured the vital rsie of small-farming operations, 
which are oriented toward local markets.

A l a s k a ’s  a g r i c u l t u r e  i n d u s t r y  s h o u l d  e t r i v o  f o r  a n  i n t e g r a n d  s y s t e m  -whose 
tlrst g o a l  i s  l o  p r o v i d e  f o o d  a n d  o t h o r  p r o d u c t s  f o r  A l a s k a n s  s h o u l d  encourage the 
development of small operations independent of massive state subsidies. At the same 
t im e ,  w® o a n n e t  i g n o r e  t h e  p i i oh t  n f  s o m a  larae project farmers who began with state 
commitments that have since been withdrawn,

The Problem

Alaska's agriculture p a l l e t s *  h a v e  c h a n g e d  n e a r l y  a a  q u i c k l y  a s  the w ea th e r ,  
with one group of politicians promising a new commitment to agricultural developmont 
while others pull the rug out from under Alaska's farmers. After several years of 
struggle by Alaska’s burgoning agriculture Industry, the current administration has 
reneged on promises and turned Its back on AlasKa’s farmers.

For example, c a n d i d a t e  5111 S h e f f i e l d  p r o m i o o d  f a r m e r  r e p r e s e n t a t i o n  o n  
state boards. But within two months of taking office, -Gov Sheffield abolished the 
Alaska Agricultural Action Council. Candidate Sheffield vowed to spiii the Department 
of Natural Resources into two departments to focus more c '.tention on agriculture. As
aovemor, Sheffield has failed to live up to his pledge. As a candidate, Sheffield also 
pledged to develop agriculture i n t r a s t r u c t u r e .  B u t  o a  g u v w m o r ,  h® m o t h b a l U d  ; n n
Seward grain export facility after the state had already spent $8.2 million.

The Solution

• Reallstlcjnarket goals, it Is senseless to produce crops that can't be sold at 
a profit. Therefore, we must establish market goals for crops and products with proven 
production records and demonstrated potential. In-mest casss, production should be 
oriented toward local markets except where the economics of export are proven. Crops 
and products should Include: vegetables, dairy productSr-anlmal teed, moat including 
hogs, beef, poultry and reindeer, small giains and speciality horticulture materials.

Paid for by Cotqm for AJm Ju . P.O. Box iw o l s ,  Aftcftorw, AK.
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• Improved marketing. A proper role of state government is helping farmersm arK O t in o lr  prodUCTa, m u o li llhu lit© u la t*  cu rre n tly  d o « «  with th «  A io s k *  S A d e e d
MarKetmg institute. Marketing techniques should Include promotion campaigns, the 
use of surplus state facilities as marketing outlets and encouraging preferential use of 
Alaska ayiicuitural products by state agencies including sohool dlotriotc and pricone.
The state 3hould adopt a law permitting and encouraging the formation of cooperative 
marketing groups witnin tne industry.

• Streamline loan programs. Accumulated debt Is one the biggest problems
fa c in g  s u m o  A la s k a  f a rm e r s ,  e s p e c i a l l y  t h o o o  in v o lv e d  in tho  D o l t a  I a n d  II p ro j o o to.
Confusing changes in regulations and procedures and under-funding have contributed 
to that problem. While the state cant flatly forgive loans to farmers, it should act to both 
improve tne lending Climate and the operations uf Ilia Agriculture Revolving Loan 
Fund. We must investigate methods for restructuring farm dobt through roduoed ■farm 1 
percei ei-»o anH with laoca nrafor*nrios on lend returned to the state bv current owners.
'.V y  u lu u  m u fti g iv e  1he A H L P  m o r e  f le x ib ility  to  m e e t  m nH o m  te rm  r n a t i ir o m o n ta . p r o v id e ” !

for greater contact between loan examiners and borrowers and assist proven 
producers with good credit recordsT

• Improve oovornment operations Sinna the Sheffield administration q c j  

abolished the Alaska Agriculture Action Council, Alaska's farmers have had little voice
in state government. That must change. Officials of the Division of Agriculture should] 
be experts in agriculture with experience in Alaska farming, and not political cronies.]
We must rely on agriculture groups for advice on policy issues, and their voioe should" 
not be buried under cumulative levels of government bureaucracy. For example, we 
should establish an Agriculture Advisory Board to the governor and reactivate tne Milk 
Advisory Board.

• fit ah Ip state regulations Alaskans In the agriculture business, as wall as 
other fields, must have a clear and stable set of regulations which are enforced without 
favoritism. Unnecessary delays and time-consuming paperwork can and should bo 
minimized through the use of modem information systems. Alaska agriculture officials 
should undertake a review of state statutes and regulations and recommendIM UUincailUlte lu fav u i lu ual pi vUuwMort, n h o r o  co n stitu tio n a lly  fc a a ib lo .

• Research and technology. Alaska's future depends on our ability to 
become experts in marketing, and to employ the best technology available. We must 
rely on and; when necessary, redirect the actlvitles-of the UA Agriculture Experiment 
Station, the Cooperative Extension Service, the Soil Conservation Service and the 
Plant Materials Center to provide technical assistance to commercial growers. Those 
agencies should empnasize tne development or vegeiaoies, potatoes and seed crops 
especially suited to Alaska.

• Rural agriculture. There Is great potential for the development of 
omall-ecalo agriculture in curtain arana of rural Alaska which could provide 
inexpensive products for local residents. These efforts should be encouraged through 
state land use and disposal policies.
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OFFICE OF THE ATTORNEY  GENERAL i

April 11, 1988

The Honorable Johne Binkley
Co-Chairman, Senate Finance Committee
Fifteenth Alaska Legislature
Second Session
P.O. Box V
Juneau, Alaska 99811

At- i i >':bb

R EPLY TO:
□  1031 W m  AVENUE 

SUITE 200
ANCHORAGE. ALASKA 00501-1994 
PHONE (9071 276-3550

□  1st NATIONAL CENTER 
WO CUSHMAN ST 
SUITE 400
FAIRBANKS. ALASKA 99701-4679

&  P 0 BOX K -STA TE CAPITOL 
JUNEAU. ALASKA 99611-0300 
PHONE (907) 465-3600

STEVE COWPER, GOVERNOR

Re: CSSB 4 8 4 (Res)

Dear Senator Binkley:

The Senate Resources Committee Substitute for Senate 
Bill 484 ("CSSB 4 84(Res)") has been referred to the Senate 
Finance Committee. We would like to alert you to some possible 
legal problems with the bill.

CSSB 4 8 4 (Res) would forgive any interest and penalties 
due to the agricultural revolving loan fund on July 1, 1988. In 
the absence of oubstantial justification, preferably in the form 
of legislative findings of fact, such a blanket forgiveness would 
appear to be nothing more than a gratuitous gift to the borrowers 
of funds legally due the state. Such gratuitous gifts would 
probably violate the requirement of article IX, section 6, of the 
Alaska Constitution that public funds must be expended only for 
public purposes.

In addition, the bill presents a question of fairness 
which may rise to constitutional dimension. Borrowers who are 
current on their loan payments, regardless of the hardships they 
may have endured in order to remain current, receive no relief 
with respect to interest and penalties they have already paid. 
On the other hand, those who have not remained current -- whether 
as a result of circumstances or by choice -- would receive a sub­
stantial benefit by forgiveness of the interest and penalties. 
Indeed, the greatest benefits would be given to the borrowers 
most in arrears. In addition to the obvious policy question pre­
sented -- i.e., should the state in effect reward people who have 
not lived up to their legal obligations while not rewarding those 
who have? -- there also may be a constitutional equal protection 
question: is it constitutionally permissible to grant forgive­
ness to borrowers who are in arrears while not granting an equiv­
alent benefit to borrowers who are current on their obligations?
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Part of the problem is that no distinction is made b e­
tween borrowers who may be solvent, and in a position tc dis­
charge their financial obligations with no additional relief, and 
those who are not in a position to do so. To the extent that 
debt restructuring may serve a public purpose in a given in­
stance, you may wish to consider giving the Agricultural Revolv­
ing Loan Board the discretionary authority to do so on a case- 
by-case basis. Such authority may be appropriate simply from a 
prudent business standpoint.

We bring this matter to your attention in case the 
Senate Finance Committee might wish to consider a different a p­
proach to addressing the problem that prompted the bill.

Sincerely,

GRACE BERG SCHAIBLE 
ATTORNEY GENERAL

B ^  ^ -
G. Thomas Koester 

Assistant Attorney General

G T K :dim
cc: Senator Jack Coghill

Senator Jalmar Kerttula



; : • / "

H O U S E  L E T T E R  O F  I N T E N T  
H C S  C S S B  4 8 4  (Res)

I t  is 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  B o a r d  o f  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  w i l l  g i v e  a l l  p o s s i b l e  

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

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

r e s t r u c t u r i n g .  T h e  L e g i s l a t u r e  s t r o n g l y  u r g e s  t h e  B o a r d  to 

g i v e  i m m e d i a t e  a t t e n t i o n  to t h e  l o a n s  o f  f a r m e r s  w h o  a r e  

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

a b l e  t o  m e e t  t h e  d e m a n d s  of a r e s t r u c t u r e d  l o an.

T h e  L e g i s l a t u r e  a l s o  i n t e n d s  t h a t  " p e r s o n s  w h o  a r e  r e s i d e n t s  

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

m o r e  t h a n  5 0 %  A L a s k a n .



Offered: 4/30/88
Referred: Rules

O r i g i n a l  s p o nsor: J u d i c i a r y  C o m m i t t e e
by R e q u e s t

IN T H E  S E N A T E  BY  TR i F I N A N C E  C O M M I T T E E

CS F O R  S E N A T E  B I L L  NO. 484 ( F i n a n c e )  am 

IN T H E  L E G I S L A T U R E  OF TH E  S T A T E  OF  A L A S K A  

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

A B ILL

F o r  a n  A c t  e n t i t l e d :  " A n  A ct r e l a t i n g  to the p o w e r s  of a n d  loans m a d e  by

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  Board; a nd 

p r o v i d i n g  f or an e f f e c t i v e  d a t e . "

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF  THE S T A T E  O F  A L A SKA:

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

(d) To f a c i l i t a t e  e x e c u t i o n  of i ts d u t ies, 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  B o a r d  m a y  appoint, s u p e r v i s e ,  a nd r e m o v e  a finan-

f j ' ' L ' /
r- c i a l  a n a l y s t .

(e) Jo e n c o u r a g e  the p r o m p t  p a y m e n t  of loans, the d e p a r t m e n t  m ay 

e s t a b l i s h  a p r o g r a m  of c r e d i t s  for p e r s o n s  w ho hav e  a l o a n  fro m  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  fund and m a i n t a i n  g o o d  f i n a n c i a l  s t a nding. 

T h e  c r e d i t s  m a y  be a p p l i e d  a g a i n s t  no m o r e  t h a n  two p e r c e n t a g e  p o i n t s  

a y e a r  of the i n t e r e s t  d u e  on a g r i c u l t u r a l  r e v o l v i n g  loa n  fun d  loans.

(f) A credit m ay not be g r a n t e d  u n d e r  (e) of this s e c t i o n  to 

r e d u c e  i n t e r e s t  d u e  on a loa n  if the b o r r o w e r  h as a n  a g r i c u l t u r a l  loa n  

i n  d e f a u l t ,  has a loan that has b e e n  r e w r i t t e n ,  r e s t r u c t u r e d ,  r o l l e d  

over, o r  o t h e r w i s e  had its t e r m  e x t e n d e d  or  i n t e r e s t  rate r e d uced, or

h a s  h a d  a land p a y m e n t  op  lan d  c l e a r i n g  l o a n  r e s t r u c t u r e d .
5 'L' A'tW

(g) Thej-d-Krec t o r  of. a g r i c u l fn r e ._s.haljj d i s p o s e  of p r o p e r t y  a c­

q u i r e d  by 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  B o a r d  or by the c o m m i s­

s i o n e r  t h r o u g h  f o r e c l o s u r e ,  d e f ault, or o t h e r  a c t i o n  a r i s i n g  out of
I , , 1 .  L.i / •/,, fvt l, 1 J + i *

a g r i c u l t u r a l  loans or the sal e  of a g r i c u l t u r a l  land'. D i s p o s a l s  s h a l l

be c o n d u c t e d  u n d e r  r e g u l a t i o n s  a p p r o v e d  b'' the board, j T h e - R e g u l a t i o n s

' 1 s h all— e n s u r e — that— the— proper-t-y— i-s-dispo« e d - o f - s o  as- to-— m a x i m i z e  the

;5 k v  dv USL
S B 0 4 8 4 d  1 V, 4 -1- C S S B  4 8 4 (Fin) am

,U^jV

0
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\ I r e t u r n - t o — t~he— s-tate a nd aha-l-l- reqtrirg~~tlTgt— t h e - p a r c e l s  of— land that-

v uses-T ] a o  ouc. £ 6 / 4 0  -
4 * Sec. 2. R E S T R U C T U R E  OF  A G R I C U L T U R A L  DEBT. (a) To i n c r e a s e  the

5 r e t u r n  to the s t ate, 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  I-und B o a r d  m a y  re-

6 s t r u c t u r e  l o ans in e x i s t e n c e  o n  J u n e  25, 1987, m a d e  by the b o a r d  or by the

7 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  b a s e d  u p o n  g u i d e l i n e s  a p p r o v e d  by the

8 board. The r e s t r u c t u r i n g  m a y  o n l y  i n c l u d e  r e d u c t i o n  of  i n t e r e s t  to r a tes

9 b e l o w  those s p e c i f i e d  by A S  0 3 . 1 0 . 0 3 0 ,  an e x t e n s i o n  of  the t e r m  of the

10 loan, and an i m p r o v e m e n t  to the s e c u r i t y  i n t e r e s t  of t h e  state. It m a y  not

11 r e d u c e  the a m o u n t  of p r i n c i p a l  a n d  i n t e r e s t  owe d  b e f o r e  the loa n  is re-

12 structured.

13 (b) The m a x i m u m  t e r m  of a loan m o d i f i e d  u n d e r  (a) of this s e c t i o n  is

14 30 y e a r s  from t h e  d a t e  of r e s t r u c t u r i n g .

15 (c) N o t w i t h s t a n d i n g  any o t h e r  p r o v i s i o n  of this s e c t i o n ,  the A g r i c u l -

16 tural R e v o l v i n g  L o a n  F u n d  B o a r d  m a y  a p p r o v e  an  a p p l i c a t i o n  for r e s t r u c t u r -

17 ing u n d e r  this s e c t i o n  o n l y  u p o n

18 (. 1) t h e  a p p l i c a n t ' s  w r i t t e n  r e l e a s e  of the s t ate, i n c l u d i n g  the

19 A l a s k a  A g r i c u l t u r e  A c t i o n  C o u n c i l ,  the a g r i c u l t u r a l  r e v o l v i n g  loa n  fund,

20 and the U n i v e r s i t y  of A l a s k a ,  f r o m  all p o t e n t i a l  l i a b i l i t y  f or a c t i o n s  an d

21 o m i s s i o n s  o c c u r r i n g  b e f o r e  the d a t e  of r e s t r u c t u r i n g  t h a t  r e l a t e  in any w a y  

 ̂ 22 to a state f a r m  p r o j e c t ,  land sale, l and sale r e l i n q u i s h m e n t , far m  loan, or

'r  - 2 3  loan a p p l i c a t i o n  or l e a n  m o d i f i c a t i o n  a p p l i c a t i o n ,  w h e t h e r  g r a n t e d  oru* \ . . * • i /,.V VIA
‘  24 d e n i e d  by the s t a t e ;  a n d

»*£* ^
If \> *5,26 from the f e d eral g o v e r n m e n t  u n d e r  7 U.S.C. 1442 ( C o n s e r v a t i o n  R e s e r v e

\ 25 (2) a s s i g n m e n t  by the a p p l i c a n t  to the b o a r d  of the p r o c e e d s

^ V S [ 2 7  
„■ J't-

v*-' 28 C
x-

P r o g r a m )  and P.L. 8 8 -26 (Feed G r a i n  Act of 1963), as a m e n d e d .

(d) In o r d e r  to p r o v i d e  a n  i n c e n t i v e  an d  o p p o r t u n i t y  to c o n t i n u e  m i l k

79/1 productiorv, the b o a r d  s h all r e s t r u c t u r e  the debt of any d a i r y  f a r m  that has
‘ 6  \  * I A  S '' *pj>.\ r I/ ) ' ) i

S B 0 4 8 4 d
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p r o d u c e d  at least 3 0 , C OO p o u n d s  of m i l k  a m o n t h  s i nce N o v e m b e r  15, 1985,
\

and c o n t i n u e s  to p r o d u c e  3 0 , 0 0 0  p o u n d s  of m i l k  a m o n t h  a nd u s e s  a m a j o r i t y

of A l a s k a n  g r o w n  g r a i n  and forage. If m i l k  p r o d u c t i o n  falls b e l o w  3 0 , 0 0 0  

p o u n d s  a m o n t h ,  the r e s t r u c t u r e d  deb t  s h all b e c o m e  i m m e d i a t e l y  du e  a nd 

payable. R e s t r u c t u r e  u n d e r  this s e c t i o n  is s u b j e c t  to the sam e  l i m i t a t i o n s

and c o n d i t i o n s  as p r o v i d e d  in (a), (b), and (c) of this section.

■ "} iZ1' ^ _ lK>-o | I , /
* Sec. j ' - ' S e c t i o n  2, of this A ct is r e t r o a c t i v e  to  [dune—2~5 "p l9 8 7 ,

*  Sec. 4 . ’ Th i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  A S  0 1 . 1 0 . 0 7 0 ( c ) .

*
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M E M O R A N D U M

M a y  7, 1 9 8 8

T O :  H o u s e  m e m b e r s
F R O M :  R e p .  S a m  C o t t e n
S U B J E C T :  S B  4 8 4  ( A g r i c u l t u r a l  d e b t )

T h i s  b i l l  is e n o r m o u s l y  i m p o r t a n t  t o  t h e  c o n t i n u e d  a d m i n i s­
t r a t i o n  o f  A l a s k a ' s  a g r i c u l t u r a l  p r o g r a m .  U n d e r  a n  A t t o r n e y  
G e n e r a l ' s  o p i n i o n  i s s u e d  i n  l a t e  A p r i l  ( a t t a c h e d ) ,  it t u r n s  
o u t  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  (ARLF) m a y  h a v e  l a c k e d  a u t h o r ­
i t y  f o r  r e c e n t  l o a n  r e s t r u c t u r i n g s .  T h e  l i t i g a t i o n  a n d  
f i n a n c i a l  b u r d e n  t h a t  c o u l d  r e s u l t  f r o m  t h i s  f i n d i n g  w o u l d  
b e  e x p e n s i v e  a n d  d r a i n i n g ,  a s  w e l l  a s  c o u n t e r p r o d u c t i v e .

U n d e r  S e c .  2 o f  t h e  b i l l ,  t h e  a u t h o r i t y  t o  r e s t r u c t u r e  
f a i l i n g  a g r i c u l t u r a l  l o a n s  i s  c l e a r l y  c o n f e r r e d .  S e v e r a l  
d o z e n  l o a n s  t h a t  w o u l d  h a v e  b e e n  r e f e r r e d  t o  t h e  A G ' s  O f f i c e  
f o r  c o l l e c t i o n  c a n  i n s t e a d  r e m a i n  p a y i n g  a n d  i n  c o m p l i a n c e ,  
w i t h  n o  r e d u c t i o n  i n  t h e  a g g r e g a t e  i n t e r e s t  a n d  p r i n c i p a l  
p a y a b l e  t o  t h e  s t a t e .  A  l i s t  o f  t h e  l o a n s  t h a t  h a v e  b e e n  
s e n t  t o  t h e  A G ' s  O f f i c e  f o r  c o l l e c t i o n  is a t t a c h e d .

Se c .  1 o f  t h e  b i l l  d o e s  s e v e r a l  r e l a t e d  t h i n g s :  i t  a l l o w s  
t h e  A R L F  B o a r d  t o  h i r e  a f i n a n c i a l  a n a l y s t  ( p a r a g r a p h  ( d ) ) 
s u b j e c t  t o  a p p r o p r i a t i o n ,  i t  e s t a b l i s h e s  a n  i n c e n t i v e  
p r o g r a m  f o r  p r o m p t  p a y e r s  ( p a r a g r p a h s  (e) a n d  (f)), a n d  it 
s e t s  c o n d i t i o n s  f o r  t h e  d i s p o s a l  o f  p r o e r t y  t a k e n  b y  t h e  
s t a t e  i n  f o r e c l o s u r e  a c t i o n s  ( p a r a g r a p h  (g)).

Se c .  3 o f  t h e  b i l l  a l l o w s  D N R  a n d  t h e  A R L F  B o a r d  t o  c o n v e y  

t h e  M a t  M a i d  d a i r y  t o  t h e  A l a s k a  d a i r y  f a r m e r s '  c o o p e r a t i v e  
i£, a f t e r  t w o  y e a r s  o f  p a r t i c i p a t i n g  i n  m a n a g i n g  t h e  d a i r y ,  
t h e  c o o p e r a t i v e  i s  f i n a n c i a l l y  a n d  a d m i n i s t r a t i v e l y  c a p a b l e  
o f  a c q u i r i n g  t h e  c r e a m e r y .  M y  a t t a c h e d  c o r r e s p o n d e n c e  w i t h  
t h e  c o m m i s s i o n e r  s e t s  o u t  s o m e  o f  t h e  a n t i c i p a t e d  c o n d i t i o n s  
f o r  t h e  e v e n t u a l  c o n v e y a n c e .  T h i s ,  b y  t h e  w a y ,  c o u l d  b e  a 
m a j o r  s t e p  f o r w a r d  f o r  t h e  A l a s k a  d a i r y  i n d u s t r y .

Se c .  4 o f  t h e  b i l l  r e p e a l s  a s e c t i o n  o f  S L A  1 9 8 6  Ch. 109 
t h a t  p r o h i b i t e d  r e s t r u c t u r i n g  t h e  l o a n s  o f  c e r t a i n  f a r m e r s  
r e c e i v i n g  f e d e r a l  p a y m e n t s  f o r  k e e p i n g  l a n d  o u t  o f



p r o d u c t i o n .  I n s t e a d ,  u n d e r  Se c .  2 ( p a r a g r a p h s  ( c ) (2) a n d
( d ) ) o f  t h i s  b i l l ,  t h e  f a r m e r s  m a y  a p p l y  f o r  r e s t r u c t u r i n g  
b u t  m u s t  a s s i g n  t h e i r  f e d e r a l  p a y m e n t s  t o  t h e  s t a t e  i n a s m u c h  
a s  t h e  p r o c e e d s  a r e  n e c e s s a r y  t o  c o v e r  t h e  p a y m e n t s  o f  t h e  

r e s t r u c t u r e d  l o a n s .

S e c .  5 m a k e s  t h e  a u t h o r i t y  t o  r e s t r u c t u r e  l o a n s  r e t r o a c t i v e .  

Se c .  6 p r o v i d e s  a n  i m m e d i a t e  e f f e c t i v e  d a t e .

a t t a c h m e n t s
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AREA NAME

Matanuska Jenn

Delta ' Miller, S.

Matanuska Boyd

Delta Karr

Delta Moritz

Delta Ditchen, C.

Delta Golden Valiev• a

Delta ■' . Mertz

Delta Carpenter

Delta Shultz

Tanana O'Donnell

Other Mercer
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AT-DUNT RESTRUCTURED

$1,023,465 

175,462 

224,718 

180,180 

64,606 

650,150 

454,003 

702,067 

28,957 

480,263 

21,244 

31,526 

193,626 

178,933 ^

Matanuska Baskin 813,838

Delta Bradley 39,851

Delta Alairasu 911,310

Matanuska P&M Gardens 332,712

Matanuska Williams, T. 418,119

Matanuska Pherson 22,000

Delta Robertson 106,138
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S T M  I T  M S K
O F  N A T U R A L  R F S O IT R C F S

OFFICE Of- T H E  C O M M I S S I O N E R

M a y  7, 1988

T h e  H o n o r a b l e  S a m  C u 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  
A l a s k a  S t a t e  H o u s e  o f  R e p r e s e n t a t i v e s  

P.O. B o x  V  
J u n e a u ,  A K  998 0 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 :

T h i s  l e t t e r  is t o  c o n f i r m  t h e  d e p a r t m e n t ' s  c o m m i t m e n t  to 
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  to a n  A l a s k a n  d a i r y  
f a r m e r ' s  c o o p e r a t i v e  b e f o r e  J u n e  30, 1990, if p r a c t i c a l  a n d  
e q u i t a b l e  t e r m s  o f  s a l e  o r  l e a s e / p u r c h a s e  c a n  b e  n e g o t i a t e d ,  
if t h e  s a l e  o r  l e a s e / p u r c h a s e  w o u l d  h e l p  e n s u r e  t h e  f u t u r e  
o f  A l a s k a ' s  d a i r y  i n d u s t r y ,  a n d  i f  t h e  s a l e  o r  
l e a s e / p u r c h a s e  is d e t e r m i n e d  to b e  in t h e  b e s t  i n t e r e s t s  of 

t h e  s t a t e .

A s  y o u  k n o w ,  t h e  d e p a r t m e n t  i n t e n d s  t o  i m p l e m e n t  a o n e  y e a r  
a g r e e m e n t  w i t h  A l a s k a  D a i r y  Inc. ( A D I ) . T h e  a g r e e m e n t  w i l l  
p r o v i d e  A D I  w i t h  m a n a g e m e n t  o v e r s i g h t  o f  t h e  M a t a n u s k a  M a i d  
l a n d  a n d  b u i l d i n g s  a t  814 N o r t h e r n  L i g h t s  B o u l e v a r d  in 
A n c h o r a g e .  T h e  p u r p o s e  o f  t h i s  a g r e e m e n t  is t o  p r o v i d e  
l o c a l  d a i r y  p r o d u c e r s  w i t h  a n  o p p o r t u n i t y  to p a r t i c i p a t e  in 
a n d  l e a r n  t o  m a n a g e  t h e  c r e a m e r y  b u s i n e s s .  If n e c e s s a r y ,  
t h e  a g r e e m e n t  w i l l  b e  e x t e n d e d  f o r  o n e  a d d i t i o n a l  y e a r .

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  w i l l  n o t  s e l l  t h e  c r e a m e r y  
t o  a p u r c h a s e r  o t h e r  t h a n  a c o o p e r a t i v e  o f  A l a s k a  d a i r y  
p r o d u c e r s  p r i o r  to J u n e  30, 199 0 ,  p r o v i d e d  t h a t  t h e  c o ­
o p e r a t i v e  d e m o n s t r a t e s  f i n a n c i a l  s t a b i l i t y  a n d  t h e  
m a n a g e m e n t  c a p a c i t y  t o  p a r t i c i p a t e  s u c c e s s f u l l y  in t h e  
o p e r a t i o n  o f  t h e  b u s i n e s s ,  a n d  t h a t  e x i s t i n g  c r e a m e r y  
q u a l i t y  s t a n d a r d s  a r e  m e t .  In r e c o g n i t i o n  of t h i s ,  
r e f e r e n c e s  to a s s i g n m e n t  w i l l  b e  d r o p p e d  f r o m  t h e  w r i t t e n  
a g r e e m e n t  a n d  a n  o p t i o n  f o r  s a l e  o r  l e a s e  p u r c h a s e  w i l l  be 
i n c l u d e d .

S h o u l d  t h e  H C S C S S B  4 8 4  ( R e s o u r c e s )  b e  e n a c t e d ,  a s a l e  o f  
M a t a n u s k a  M a i d  c r e a m e r y  a s s e t s  a t  f a i r  m a r k e t  v a l u e  t o  the 
c o o p e r a t i v e  o f  A l a s k a  d a i r y  p r o d u c e r s  w i l l  i n c l u d e  a d i s -

STEVE COWPER, GOVERNOR

400 WILLOUGHBY AVE. 
JUNEAU, ALASKA 99901 
PHONE: 1907) 465-2400

10-J9LH



Representative Cotten - 2 - May 7, 1988

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

A l a s k a  d a i r y  f a r m e r s  is u n a b l e  t o  s u c c e s s f u l l y  e x e c u t e  t h e  
c r e a m e r y  p u r c h a s e  b y  J u n e  30, 1 9 9 0 ,  t h e  d e p a r t m e n t  m a y  o f f e r  
t h e  b u s i n e s s  a t  a c o m p e t i t i v e  b i d  s a l e  to o t h e r  p r o s p e c t i v e  
b u y e r s .  I t  is n o t  t h e  i n t e n t i o n  o f  t h e  d e p a r t m e n t  t o  r e t a i n  
l o n g  t e r m  o w n e r s h i p  o f  t h e  c r e a m e r y .

W e  a p p r e c i a t e  y o u r  i n t e r e s t  i n  t h e  c o n t i n u a t i o n  o f  A l a s k a ' s  
a g r i c u l t u r a l  i n d u s t r y .  P l e a s e  l e t  m e  k n o w  if I m a y  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  o r  a s s i s t a n c e .

cc: R o d  S w o p e
B o b  E v a n s  
M a r k  W e a v e r  
Hal W a r d



M a y  5, 1988

J a n  F a i k s
P r e s i d e n t ,  A l a s k a  S t a t e  S e n a t e  

P. 0. B o x  V  
J u n e a u ,  A l a s k a

Re: S e n a t e  B i l l  472 & 484

D e a r  J a n ,

I k n o w  o f  n o  w o r d s  w h i c h  c a n  a d e q u a t e l y  e x p r e s s  t h e  a p p r e c i a t i o n  
w h i c h  a l l  P o i n t  M a c k e n z i e  f a r m e r s  f e e l  b e c a u s e  o f  y o u r  t r e m e n d o u s  
e f f o r t s  d u r i n g  t h e  s e s s i o n  i n  m o v i n g  t h e  v a r i o u s  a g r i c u l t u r e  
b i l l s .  W e  s h a l l  a l w a y s  b e  g r a t e f u l  f o r  y o u r  d e d i c a t e d  a n d  

g e n u i n e  e f f o r t s .

B u t  a s  o f t e n  t i m e s  o c c u r s  i n  l i f e  a n d  m o r e  o f t e n  t h a n  n o t  in t h e  
p o l i t i c a l  w o r l d  w h a t  is r i g h t  d o e s  n o t  p r e v a i l .  T o d a y  S a m  C o t t e n  
d e s t r o y e d  S B  4 7 2  b y  t a k i n g  t h e  d e t a i l e d  l a n g u a g e  in S B  472 a n d  
a d d i n g  s o m e  l a n g u a g e  in S B  4 8 4  w h i c h  w a s  v e r y  w e e k  a n d  v a g u e ,  h i s  
i n t e n t  b e i n g  t o  d e s t r o y  t h e  i n t e n t  a n d  p u r p o s e  o f  S B  472. 
T h e r e f o r e  a l l  o f  t h e  e f f o r t s  o f  s o  m a n y  h a v e  b e e n  f o r  n a u g h t .

B u t  e v e n  t h o u g h  t h e  d a i r y  f a r m e r s  m a y  h a v e  l o s t  in t h e i r  e f f o r t  
t o  e f f e c t  t h e  p r i v a t i z a t i o n  o f  t h e  c r e a m e r y  I w o u l d  a s k  t h a t  y o u  
c o n t i n u e  t o  g i v e  S B  484 p r i o r i t y  t r e a t m e n t .  A l t h o u g h  S B  4 8 4  h a s  
n o  b e n e f i t  t o  m e  I d o  b e l i e v e  s t r o n g l y  t h a t  i t ' s  p a s s a g e  i n  A N Y  
F O R M  is c r i t i c a l  to t h e  f u t u r e  o f  t h e  P o i n t  M a c k e n z i e  d a i r y  

p r o j e c t .

I w o u l d  t h e r e f o r e  a s k  t h a t  y o u  c o n t i n u e  t o  d o  e v e r y t h i n g  y o u  c a n  
t o  s e e  t h a t  S B  4 8 4  b e c o m e s  law. I w o u l d  a s k  t h a t  w h e n  t h e  b i l l  
p a s s e s  t h e  H o u s e  t h a t  y o u  a p p o i n t  p r o - a g r i c u l t u r e  S e n a t o r s  t o  t h e  
c o n f e r e n c e  c o m m i t t e e .  I b e l i e v e  t h a t  S e n a t o r s  k e r t t u l a ,
H a l f o r d ,  a n d  J o s e p h s o n  w o u l d  b e  e x c e l l e n t  a p p o i n t m e n t s  b e c a u s e  o f  
t h e i r  p r i o r  e f f o r t s  a n d  w o r k  o n  t h e  a g r i c u l t u r e  i s s u e s .

I a m  r e t u r n i n g  t o  t h e  r e a l  w o r l d  t o d a y  a n d  a l t h o u g h  I a m  s a d d e n e d  
b y  t h e  d a i r y  f a r m e r ' s  d e f e a t  t o d a y  I b e l i e v e  t h a t  t h e  b e n e f i t s  t o  
a l l  a g r i c u l t u r e  a r e  s o  i m p o r t a n t  t o  t h e  s t a t e  t h a t  I w i l l  n o t  l e t  
m y  p e r s o n a l  a n i m o s i t y  s u p e r s e d e  w h a t  is in t h e  p u b l i c  i n t e r e s t .

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

Y o u r  f r i e n d ,

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

cc: S e n a t o r  H a l f o r d  
S e n a t o r  J o s e p h s o n  
S e n a t o r  k e r t t u l a  
C o m m i s s i o n e r  B r a d y



May 7, 1988

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  
A l a s k a  S t a t e  H o u s e  o f  R e p r e s e n t a t i v e s  

P.O. B o x  V  
J u n e a u ,  A K  9 9 8 0 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 :

T h i s  l e t t e r  is t o  c o n f i r m  t h e  d e p a r t m e n t ' s  c o m m i t m e n t  to 

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  t o  an A l a s k a n  d a i r y  

f a r m e r ' s  c o o p e r a t i v e  b e f o r e  J u n e  30, 1 9 9 0 ,  i f  p r a c t i c a l  a n d  

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

if t h e  s a l e  o r  l e a s e / p u r c h a s e  w o u l d  h e l p  e n s u r e  t h e  f u t u r e  

of A l a s k a ' s  d a i r y  i n d u s t r y ,  a n d  i f  t h e  s a l e  o r  

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

A s  y o u  k n o w ,  t h e  d e p a r t m e n t  i n t e n d s  t o  i m p l e m e n t  a o n e  y e a r  

a g r e e m e n t  w i t h  A l a s k a  D a i r y  Inc. ( A D I ) . T h e  a g r e e m e n t  w i l l  

p r o v i d e  A D I  w i t h  m a n a g e m e n t  o v e r s i g h t  o f  t h e  M a t a n u s k a  M a i d  

l a n d  a n d  b u i l d i n g s  at 814 N o r t h e r n  L i g h t s  B o u l e v a r d  in 

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

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

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

/
t h e  a g r e e m e n t  w i l l  b e  e x t e n d e d  f o r  o n e  a d d i t i o n a l  y e a r .



T\

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  w i l l  n o

I
t o  a p u r c h a s e r  o t h e r  t h a n  a c o o p e r a t i v e

t sell the creamery

o f  A l a s k a  d a i r y

0, l 9 9 o X l ? r o v i d e d  t h a t  a m a j o r i t yp r o d u c e r s  p r i o r  t o  J u n e  30 

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

p a y m e n t s ,  e x i s t i n g  c r e a m e r y  q u a l i t y  s t a n d a r d s  a r e  m e t ,  the 

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

j s u c c e s s f u l l y  p a r t i c i p a t e  in 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  

a n d  £3b$- s u f f i c i e n t  w o r k i n g  c a p i t a l  t o  o p e r a t e  t h e  c r e a m e r y
\

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

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

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

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

?ources) b e  e n a c t e d ,  a s a l e  o f

t;£< yLtv i\U . i v & U u c rf •
;eTs a t  f a i r  m a r k e t  v a l u e A t o ’ t h e

S h o u l d  t h e  H C S C S S B  484 ( R e s o u r c e s )  b e  e n a c t e d ,  a s a l e  oi; 

M a t a n u s k a  M a i u  c r e a m e r y  assf
t$-

C o o p e r a t i v e  o f  A l a s k a  d a i r y  p r o d u c e r s  w i l l  i n c l u d e  a d i s -

c o u n t  f o r  c a p i t a l  i m p r o v e m e n t s  m a d e  a n d  e q u i p m e n t  p u r c h a s e d  ^ru-• if'* 

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

t e r m  o f  t h e  m a n a g e m e n t  a g r e e m e n t .  If a c o o p e r a t i v e  o f  

A l a s k a  d a i r y  f a r m e r s  is u n a b l e  t o  s u c c e s s f u l l y  e x e c u t e  the 

c r e a m e r y  p u r c h a s e  b y  J u n e  30, 1990, t h e  d e p a r t m e n t  m a y  o f f e r  

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

b u y e r s .  I t  is n o t  t h e  i n t e n t i o n  o f  t h e  d e p a r t m e n t  t o  r e t a i n  

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

W e  a p p r e c i a t e  y o u r  i n t e r e s t  in t h e  c o n t i n u a t i o n  o f  A l a s k a ' s  

a g r i c u l t u r a l  i n d u s t r y .  P l e a s e  l e t  m e  k n o w  i f  I m a y  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  o r  a s s i s t a n c e .

S i n c e r e l y ,
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D E P A R T M E N T  O l N A T U R A L  R E SO U R C E S

OFFICE OF THE COMMISSIONER

STEVE COWPER, GOVERNOR

40 0  WILLOUGHBY AVE. 
JUNEAU, ALASKA 99801 -1796  
PHONE: (9 07 ) 465-2400

L a n d  a n d  C l e a r i n g  D e b t  R e s t r u c t u r i n g  
C o m p l e t e d  t o  D a t e

(a) N e l s o n

(b) S c h u l t z

(c) G r e e n

(d) C a r l y l e

(e) S t r o n g

N o t  in C R P  o r  a n y  o t h e r  f e d e r a l  p r o g r a m

C R P ,  l a n d  a n d  c l e a r i n g  a n d  A R L F  d e b t  
r e s t r u c t u r e d  (no w r i t e  d o w n  of A R L F  
debt)

C R P  o n  o t h e r  p a r c e l

C l e a r i n g  d e b t  o n l y  r e s t r u c t u r e d

C l e a r i n g  d e b t  o n l y  r e s t r u c t u r e d

- A l l  a c t i o n s  i n c l u d i n g  w a i v e r  o f  t h e  l e a s i n g  s t e p  a n d  
i n c l u d i n g  C R P  h a v e  b e e n  s u s p e n d e d .

- 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  i n  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  o n  J u n e  30, 198 8 .

- A l l  a c t i o n s  o n  l a n d  a n d  c l e a r i n g  d e b t  w i l l  b e  r e p o r t e d  to 
t h e  S e n a t e  F i n a n c e  C o m m i t t e e .
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IftEI’A K T M E N T  OB X A T U ltA E  R E SO U R C E S

OFFICE OF THE COMMISSIONER

/

STEVE COWPER, GOVERNOR

4 0 0  W ILLOUGHBY AVE. 
JUNEAU. ALASKA 99801 -1796  
PHONE : (907 ) 465-2400

M a y  5, 1988

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 ,  Mou 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  998 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  t h e  c o m m i t t e e ' s  s u b s t i­
t u t e  o f  SB 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  and t h e  A g r i c u l t u r a l  R e v o l v i n g  Lo a n  F u n d  B o a r d  
w i l l  n o t  sell t h e  M a t a n u s k a  M a i d  C r e a m e r y  during t h e  o n e -  
y e a r  t e r m  of 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 ,  Inc. 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  ab l e  t o  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  me k n o w  i f  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 l n e e r e l y ,
J u d i t h  M. Brady 
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  Swo 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

1 0 - J 3 L H
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E x p l a n a t i o n  f o r  R e v i s e d  F i s c a l  N o t e  

C S S B  4 7 2  ( R e s o u r c e s )

FY 89 F Y  9 0 - 9 3

ISfi.O 

(148.. 2) 

(230.0) 

(3000.0)

L o s s  o f  O p p o r t u n i t y  f or S a l e  

D e p r e c i a t i o n

L o s s  o f  C a p i t a l  I m p r o v e m e n t s

1 5 6 . 0  L e a s e  I n c o m e

( 1 4 8 . 2 ) L o s s  o f  O p p o r t u n i t y  

( 2 3 0 . 0 ) D e p r e c i a t i o n

(3222.2) L o s s  for FY 89 (222.2) L o s s  p e r  y e a r  F Y  9 0 - 9 3

L e a s e  p a y m e n t  i n c o m e  is  p r o j e c t e d  to  b e  $ 1 5 6 , 0 0 0  p e r  y e a r  ( $ 1 3 , 0 0 0  p e r  m o n t h )  .

T h e  l o s s  i n  i n c o m e  f r o m  i m m e d i a t e  s a l e  o f  t h e  l a n d  a n d  b u i l d i n g s  in  A n c h o r a g e  

o v e r  20 y e a r s  a t  8% f o r  t h e  c u r r e n t  t a x  v a l u e  (March, 1988) is $ 1 , 4 7 5 , 5 0 0  ( $ 1 4 8 , 2 0 0  

p e r  y e ar) . T h e  l o a n  f u n d  w o u l d  r e c e i v e  n o  r e p a y m e n t  for t h e  c o n t r i b u t i o n  o f  o v e r  

$ 3 , 0 0 0 , 0 0 0  i n  o p e r a t i n g  c a p i t a l  a n d  p l a n t  i m p r o v e m e n t s  d u r i n g  t h e  last t h r e e  y e a r s .

T h e  r e c e n t l y  i n c o r p o r a t e d  c o o p e r a t i v e  t h a t  is s e e k i n g  to  l e a s e / p u r c h a s e  t h e  c r e a m e r y  

h a s  r.o a s s e t s  a n d  n o  f i n a n c i a l  c a p a c i t y  t o  p r o v i d e  o p e r a t i n g  c a p i t a l  or  p l a n t  

m a i n t e n a n c e .  T h e  e x p o s u r e  to the S t a t e  o f  A l a s k a  as o w n e r  o f  t h e  f a c i l i t y  w o u l d  i n c l u d e  

w o r k i n g  c a p i t a l  o f  3 , 0 0 0 , 0 0 0  and r e p l a c e m e n t  o f  e q u i p m e n t  b a s e d  c n  d e p r e c i a t i o n  

o f  $ 2 3 0 , 0 0 0  p e r  y e a r  f or 15 y e ars to o f f s e t  o b s o l e s e n c e  a n d  p r o v i d e  for f u t u r e  -r.



A ^ p r "A G R E E M E N T
T h i s  A g r e e m e n t  is m a d e  a m o n g  A l a s k a  D a i r y ,  Inc. ( h e r e­

a f t e r  " A D I " ) , t h e  S t a t e  o f  A l a s k a ,  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 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  ( h e r e a f t e r  " A R L F " ) ,

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. t o  p r o v i d e  m a n a g e ­

m e n t  o v e r s i g h t  for t h e  c r e a m e r y  l o c a t e d  i n  A n c h o r a g e ,  A l a s k a ,  a n d  

t h e  f e e d m i l l  a n d  s t o r e  l o c a t e d  i n  P a l m e r ,  A l a s k a ,  b o t h  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. ( h e r e a f t e r  " t h e  c r e a m e r y " ) , a n d  

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

R E C I T A L S

1. A R L F  c o m m e n c e d  i t s  o p e r a t i o n  o f  t h e  c r e a m e r y  o n  N o v e m b e r  16, 

1984.

2. A R L F  c o m p l e t e d  i t s  a c q u i s i t i o n  o f  t h e  c r e a m e r y  a s s e t s  in

D e c e m b e r ,  1985.

3. 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  A R L F  h a v e  c o n d u c e d  

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

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

c o m m u n i t y ,  t h e  S t a t e  o f  A l a s k a ,  a n d  t h e  A l a s k a  b u s i n e s s  c o m ­

m u n i t y . T E R M S
1. A R L F ,  w i t h  t h e  c o n s e n t  o f  t h e  C o m m i s s i o n e r  o f  t h e  D e p a r t m e n t

N a t u r a l  R e s o u r c e s ,  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. e n t e r  i n t o  t h i s  A g r e e m e n t  f o r  A D I  to

p r o v i d 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  f o r  t h e  p e r i o d

J a n u a r y  1, 1 9 8 8  to D e c e m b e r  31, 1 9 8 8 ,  a n d  o t h e r  r i g h t s  a n d

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

A G R E E M E N T
5 3 1 - J 1 3  P A G E  1



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 g 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 g 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  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 ,  w h i c h  is c u r r e n t l y  t h e  o n ’v  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 .  A D I  a n d  t 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  to 

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  i t  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  i n  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 ­

m e 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 c 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  H o a r d  

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  iri 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  it 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 v a b l e  

a c c o u n t s  tc 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 .

5. T h e  m e m b e r s  o f  t h e  B 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  B 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 w e l 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  H 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  —
K a r v e v  B a s k i n  "
R o b e r t  E a v e m e i s t e r -

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  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 ,  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  
K a r e n  0. L e e  
J o s e p h  P. C a n g e  
P 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  a s  a 

no n - v otir.c 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  

a t t e n d i n g .

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  to a c t  o n  h i s  b e h a l f ,  he

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  " 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 c e  w i l l  s e r v e  a s  T r e a s u r e r  o f  A D I .  . A n v  

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  o r  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 n 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, 19S7. A D I  rr.av

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  

3 0 - d a y s  w r i t t e n  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  in 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  du e .  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 .

8. 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  to 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  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  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 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  to 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 ss,

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  t o  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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a n d / o r  Suit: a r i s i n g  o u t  o f  o r  r e l a t e d  to t h e  b u s i n e s s  o f  t h e  

c r e a m e r y .  I n d e m n i t o r s  a g r e e  t h a t  I n d e m n i t e e s ,  i n  t h e  s o l e  

d i s c r e t i o n  o f  I n d e m n i t e e s ,  m a y  h i r e  a t t o r n e y s  to d e f e n d  e a c h  

o f  t h e  I n d e m n i t e e s .  I n d e m n i t o r s  a g r e e  t o  p a y  d i r e c t l y  to 

t h e  a t t o r n e y s  t h e  c o s t s  a n d  e x p e n s e s  f o r  a t t o r n e y  s e r v i c e s  

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

I n d e m n i t o r s  c o n t i n u e  a f t e r  t h e  t e r m i n a t i o n  o f  t h i s  A g r e e m e n t  

as to a n y  c l a i m ,  a c t i o n ,  c o m p l a i n t  a n d / o r  s u i t  a r i s i n g  o u t  

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

t e r m  o f  t h i s  A g r e e m e n t .

Ais 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 e  

d a i r y  farm.! rs 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 ,  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 ,  

In c .  a n d  a l l  d i r e c t o r s  o f  A D I  w h o  h a v e  an i n t e r e s t  i n  a 

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

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

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

t h e y  h a v e  an i n t e r e s t ,  a l l  c l a i m s ,  a c t i o n s ,  c o m p l a i n t s  

a n d / o r  s u i t s  a r i s i n g  o u t  o f  o r  r e l a t e d  to t h e  S t a t e ' s  o w n e r ­

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

o f  t h i s  A g r e e m e n t .  T h e  d i r e c t o r s  o f  A.DI w h o  h a v e  a n  

i n t e r e s t  in a d a i r y  f a rm, o r  a n  i n t e r e s t  in a p a r t n e r s h i p  o r  

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

h a v e  t h e  a u t h o r i t y  to b i n d  t h e  p a r t n e r s h i p  o r  c o r p o r a t i o n .
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9. T i t 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  t o  s e l l  a n y  r e a l  o r  

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  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  E o a r c  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, 1998.

10. A D I  m a y  n o t  b o r r o w  m o n e y  f r o m  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  to t r a d e  

c r e d i t  t e r m s  t h a t  w e r e  in e f f e c t  p r i o r  to t h e  d a t e  o f  t h 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  to 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  E c a r d  a p p r o v a l .  T h e  A R L F  B 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 9 8  a n d  D e c e m b e r  31,

1 9 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  the 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  d e 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  to 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  the 

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  to 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  1988, F e b r u a r y  1 9 S 8 ,  M a r c h  1983, A o r i l  

19 8 8  , M a y  1988 , a n d  J u n e  1 9 3 8  to 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 o r  a n y - m o n t h  w i l l  n e 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  i n  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 t 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  

fo 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 v  

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  if t h e  c r e a m e r y  s h o w s  an 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  t o  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  $ 6 0 , 0 0 0  in a n y  

c 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,

1938. A f t e r  J u l y  1, 1988, A D I  w i l l  a d j u s t  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  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  to 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  

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

sex, 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 ,  

c 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  to 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 u 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, c r  

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  b e  

l i m i t e d  to 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  c r  

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

s i o n s  c 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 ,  i n  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  for 

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
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o r i g i n ,  a c e ,  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  o 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 o 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 I 1s c o m m i t m e n t s  

u n d 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  to 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 .

AJ3I s h a l l  i n c l u d e  t h e  p r e 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  in 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 o n ,  m a i n t e n a n c e ,  o r  s e r v i c e  c o n t r a c ti
o 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  to r e f i e c o  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  to 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 t a t e  e f f o r t s  to
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g u a r a n t e e  f a i r  e m p l o y m e n t  p r a c t i  ^s u n d e r  t h i s  c o n t r a c t ,  a n a  

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

S t a t e  C o m m i s s i o n  f o r  H u m a n  R i g h t s  o r  a n y  o f  i t s  o f f i c e r s  o r  

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

p r a c t i c e s .

F u l l  c o o p e r a t i o n  in t h e  p r e c e d i n g  p a r a g r a p h  i n c l u d e s ,  b u t  is 

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

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

a n y  o f f i c i a l  or a g e n c y  o f  t h e  S t a t e  o f  A l a s k a ;  p e r m i t t i n g  

e m p l o y e e s  o f  A D I  to b e  w i t n e s s e s  o r  c o m p l a i n a n t s  i n  a n y  p r o ­

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

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

p o r t s  o n  t h e  e q u a l  e m p l o y m e n t  a s p e c t s  o f  p r e s e n t  a n d  f u t u r e  

e m p l o y m e n t ;  a s s i s t i n g  i n  i n s p e c t i o n  o f  A D I ' s  f a c i l i t i e s ;  a n d  

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

e s s e n t i a l  b y  a n y  o f f i c e  o r  a g e n c y  o f  t h e  S t a t e  c f  A l a s k a  to 

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

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

d i s c r i m i n a t o r y  e m p l o y m e n t  p r a c t i c e s .

13. 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. a g r e e  

t h a t  t h e y  w i l l  n o t  d i s c r i m i n a t e  b e t w e e n  m e m b e r s  a n d  n o n -  

m e m b e r s  in t h e  p u r c h a s e  o r  s a l e  b y  t h e  c r e a m e r y  o f  r a w  

m a t e r i a l  o r  p r o d u c t s .  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 ,
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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  to 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 g 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 o r t s  a n d  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  to 

t h e  A R I F  H o a r d  i n  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 c ,  w i t h ­

i n  30 cays a f t 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.

13. A D I  m a y  n o t  a r r a n g e  f o r  c r  b e g i n  p l a n t  a n c / 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 o a r c  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  c 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 .

16. A D I  w i l l  a r r a n g e  to a d d  i t s e l f  a s  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 8 8 2 - 7 6 7 3i •-
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  G r o u c  c f  I n s u r a n c e  Ccmrar.y 
P o l i c y  N o . * B 7 S 3 1 6 1 1 0

F.B. B e a t t i e s  
P o l i c y  No. F E E  3 1 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  t o  e x e r c i s e  a n y  r i g h t  or 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  o 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 f f 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 .
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18. A R L F  m a y  a s s i g n  t h i s  a g 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 g 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 e v i s i o n s  h e r e o f  

s h o 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 r . f c r c e a b i l i t v  c 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.

By:

Its

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
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M a y  6, 1 9 8 8

T h e  H o n .  J u d y  B r a d y  
C o m m i s s i o n e r
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. B o x  M  
J u n e a u ,  A K  9 9 8 1 1

D e a r  C o m m i s s i o n e r  B r a d y :

I a m  w r i t i n g  a b o u t  t h e  M a t  M a i d  c r e a m e r y  n o w  i n  t h e  s t a t e ' s  
p o s s e s s i o n .  I a p p r e c i a t e  t h e  p a r t i c i p a t i o n  o f  y o u  a n d  y o u r  
s t a f f  in r e c e n t  d i s c u s s i o n s  a b o u t  t h e  f u t u r e  o f  t h e  c r e a m e r y  
a n d  t h e  A l a s k a  d a i r y  i n d u s t r y ,  a n d  n a t u r a l l y  I s h a r e  y o u r  
i n t e r e s t  i n  s e e i n g  b o t h  s u c c e e d  o v e r  t h e  l o n g  t e r m .  I a l s o  
r e c o g n i z e  y o u r  i n t e r e s t  in g e t t i n g  t h e  s t a t e  o u t  o f  t h e  
c r e a m e r y  m a n a g e m e n t  b u s i n e s s .

A f t e r  t h e  R e s o u r c e s  C o m m i t t e e ' s  r e v i e w  o f  S B  4 8 4  o n  a g  d e b t  
r e s t r u c t u r i n g  a n d  S B  472 o n  t r a n s f e r r i n g  t h e  d a i r y ,  I a m  
i n t e r e s t e d  in p u r s u i n g  s e v e r a l  c o n c e p t s  w i t h  yo u .

T h e  d a i r y  f a r m e r s '  l a r g e s t  c o n c e r n  ( w h i c h  l e d  t o  t h e  
i n t r o d u c t i o n  o f  S B  472) a p p e a r s  t o  b e  t h a t  t h e  A l a s k a  d a i r y  
i n d u s t r y  n e e d s  s e c u r i t y ,  o r  a s s u r a n c e ,  a b o u t  i t s  f u t u r e  
s t a k e  in t h e  c r e a m e r y .  T h e y  p o i n t  o u t  t h a t  m o s t  c r e a m e r i e s  
n a t i o n w i d e  a r e  c o o p - o w n e d  a n d  t h a t  t h e  A l a s k a  i n d u s t r y  n e e d s  
t o  b e  a b l e  t o  c o n t r o l  p r i c e s  a n d  m a r k e t i n g  a t  t h e  c r e a m e r y .

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 s  s u c c e s s f u l l y  m a n a g e d  

t h e  c r e a m e r y  a n d  t h e  A l a s k a  i n d u s t r y  s e e m s  t o  b e  o n  t h e  
v e r g e  o f  s t a b i l i t y  a n d  s u c c e s s .  S t i l l ,  I u n d e r s t a n d  t h e  
D e p a r t m e n t ' s  c o n c e r n s  a b o u t  t h e  p r o p o s a l  t o  t r a n s f e r  t h e  
c r e a m e r y  t o  t h e  c o o p :  f i r s t ,  t h a t  t h e  c o o p  s h o u l d  b e  a b l e  t o  
g a i n  c o n t r o l  g r a d u a l l y  in a w a y  t h a t  d o e s n ' t  d e s t a b i l i z e  t h e  
f a r m e r s '  o t h e r  o p e r a t i o n s  o r  d e b t  a n d  w h i c h  p r o v i d e s  s o m e  
t i m e  t o  g a i n  m a n a g e m e n t  e x p e r i e n c e ;  a n d  s e c o n d ,  t h a t  t h e  
D e p a r t m e n t  c a n n o t  o e l l  t h e  c r e a m e r y  t o  a s e l e c t e d  b u y e r  
u n d e r  e x i s t i n g  law.

S B  484 n o w  c o n t a i n s  l a n g u a g e  t h a t  s h o u l d  g i v 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  t w o  y e a r s  d u r i n g  w h i c h  t o  l e a s e  t h e  
c r e a m e r y  t o  t h e  c o o p  a n d  g i v e  t h e  c o o p  t h e  o p p o r t u n i t y  t o  
g a i n  t h e  e x p e r i e n c e  n e c e s s a r y  t o  o w n  a n d  m a n a g e  t h e  c o d p  
u n i l a t e r a l l y .  I t  a l s o  p r o v i d e s  D N R  w i t h  a u t h o r i t y  t o  s e l l  
t h e  c r e a m e r y  t o  t h e  d a i r y  c o o p  n o n c o m p e t i t i v e l y , a n d  a t



b e l o w  m a r k e t  v a l u e  i f  s u c h  a s a l e  w o u l d  b e  in t h e  s t a t e ' s  
i n t e r e s t s .

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

b e t w e e n  t h e  c o o p  a n d  t h e  D e p a r t m e n t  t o  i n c l u d e  a n  o p t i o n  f o r
t h e  c o o p  t o  p u r c h a s e  t h e  c r e a m e r y  a f t e r  t w o  y e a r s '  l e a s e  if
t h e  c o o p  h a s  m e t  e x i s t i n g  q u a l i t y  a n d  p r o d u c t i o n  s t a n d a r d s  
a n d  a p p e a r s  t o  b e  r e a d y  t o  t a k e  o v e r  t h e  c r e a m e r y .

S B  484 h a s  b e e n  w r i t t e n  t o  a l l o w  a t r a n s a c t i o n  a t  l e s s  t h a n  
m a r k e t  v a l u e  in c a s e  t h e  1 9 9 0  a p p r a i s a l  o f  t h e  c r e a m e r y
s h o u l d  s h o w  t h a t  t h e  c o o p  w o u l d  n o t  b e  a b l e  t o  m e e t  t h e
p a y m e n t s  f o r  t h e  c r e a m e r y .  If t h e  D e p a r t m e n t  d e t e r m i n e s  in 
1 9 9 0  t h a t  a b e l o w - v a l u e  s a l e  is in t h e  p u b l i c  i n t e r e s t  

( w h i c h  it m a y  b e ) , t h e r e  s h o u l d  b e  f l e x i b i l i t y  t o  s e l l  t h e  
c r e a m e r y  t o  a f u n c t i o n i n g ,  s u c c e s s f u l  c o o p  a t  a p r i c e  t h a t  

c a n  b e  f a i r l y  pai d .

S o m e  o f  t h e  f a r m e r s  h a v e  b e e n  c o n c e r n e d  a b o u t  p a y i n g  t h e  
1 9 9 0  v a l u e  f o r  t h e  c r e a m e r y .  I u n d e r s t a n d  t h a t  u n d e r  
o r d i n a r y  c i r c u m s t a n c e s  t h e  D e p a r t m e n t  w r i t e s  i t s  l e a s e s  s o  
t h a t  r e n t a l  a d j u s t m e n t s  a n d  c o n v e y a n c e s  a r e  b a s e d  o n  v a l u e  
n o t  r e f l e c t i n g  i m p r o v e m e n t s  m a d e  a t  t h e  e x p e n s e  o f  t h e  
l e s s e e .  I b e l i e v e  t h e  s a m e  a p p r o a c h  w i l l  b e  t a k e n  in 
v a l u i n g  t h e  c r e a m e r y  f o r  s a l e  t o  t h e  c o o p .

I h o p e  t h a t  t h e  D e p a r t m e n t  a n d  t h e  A R L F  B o a r d  w.?.'.. 
r e c o g n i z e ,  in 1 9 9 0  o r  b e f o r e  if t h e  c o o p  a p p e a r  ’-ady, t h a t  
t h e  L e g i s l a t u r e  e n a c t e d  a s p e c i a l  p r o v i s i o n  f o r  c r e a m e r y  
t r a n s f e r  in h o p e s  t h a t  t h e  A l a s k a  i n d u s t r y  c o u l d  b e  f o s t e r e d  
a n d  e n h a n c e d .  T h i s  d o e s  n o t  m e a n  t h a t  t h e  l a n g u a g e  i n c l u d e d  
in S B  4 8 4  e n c o u r a g e s  a b e l o w - m a r k e t  s a l e  o f  t h e  c r e a m e r y ,  
n o r  t h a t  t h e  c o o p  s h o u l d  b e  g u a r a n t e e d  t h e  convee_> .vice 
u n c o n d i t i o n a l l y .  H o w e v e r ,  if t h e  D e p a r t m e n t  i n  19^../ 
d e t e r m i n e s  t h a t  t h e  c o o p  h a s  m e t  q u a l i t y  a n d  p r o d u c t i o n  
s t a n d a r d s ,  a n d  if t h e  c o o p  c a n  a f f o r d  t o  p u r c h a s e  t h e  
c r e a m e r y  a t  s o m e  r e a s o n a b l e  p r i c e ,  I w o u l d  h o p e  t o  s e e  t h e  
D e p a r t m e n t  a n d  t h e  A R L F  B o a r d  p r o c e e d  w i t h  t h e  s a l e .

S o m e  o f  t h e  f a r m e r s  h a v e  a l s o  b e e n  c o n c e r n e d  b e c a u s e  t h e y  
l a c k  d i s c r e t e  a u t h o r i t y ,  u n d e r  t h e  p r o p o s e d  l e a s e ,  t o  
e s t a b l i s h  m i l k  p r i c e s .  H o w e v e r ,  f r o m  m y  re.- ling o f  t h e  
a g r e e m e n t ,  t h e  c o o p  w i l l  h a v e  i m p o r t a n t  inf. lence o v e r  t h e  
m i l k  p r i c e ,  a n d  o f  c o u r s e  s h o u l d  h a v e  c o m p l e t e  c o n t r o l  o v e r  
t h e  m i l k  p r i c e  i n  t w o  y e a r s  if t h e  c r e a m e r y  c o n v e y a n c e  is 

m a d e .

I h o p e  t h a t  t h e  D e p a r t m e n t  w i l l  b e  a b l e  t o  c o m m i t  to 
r e w r i t i n g  t h e  p r o p o s e d  l e a s e  a g r e e m e n t  1) t o  r e m o v e  
r e f e r e n c e s  t o  a s s i g n m e n t ,  a n d  2) t o  i n c l u d e  t h e  o p t i o n  f o r  
t h e  c o o p  t o  p u r c h a s e  t h e  c r e a m e r y  i n  t w o  y e a r s  i f  q u a l i t y  
a n d  p r o d u c t i o n  s t a n d a r d s  h a v e  b e e n  m a i n t a i n e d .  A  c o m m i t m e n t  
b y  t h e  D e p a r t m e n t  t o  t h e s e  t w o  p o i n t s  w i l l  g o  a l o n g  w a y



t o w a r d  s t a b i l i z i n g  A l a s k a ' s  d a i r y  i n d u s t r y  a n d  a l l o w i n g  t h e  
c a r e f u l  a n d  f a i r  t r a n s f e r  c f  t h e  c r e a m e r y  t o  t h e  c o o p .

S i n c e r e l y ,

Re p .  S a m  C o t t e n
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I N  T H E  S E N A T E B Y  T H E  R E S O U R C E S  C O M M I T T E E

H O U S E  CS F O R  C S  F O R  S E N A T E  B I L L  NO. 4 7 2  ( R e s o u r c e s )

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

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

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  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

r e s o u r c e s  to 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  by 

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

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

i ' S e c t i o n  1. L E G I S L A T I V E  I N T E N T .  It is 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  

that: t h e  a u t h o r i t y  g r a n t e d  b y  sec. 2 o f  t h i s  A c t  b e  e x e r c i s e d  t->

(1) p r o m o t p  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 ,  a n d  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 ;

(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  

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

(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

A l a s k a n  d a i r y  p r o d u c t s  in 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

(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 o n e y  in t h e  d a i r y  i n d u s t r y  

to 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  in (1) - (3) o f  t h i s  s e c t i o n  w i t h o u t  

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  fun d .

* Sec. 2. L E A S E - P U R C H A S E  A G R E E M E N T  A U T H O R I Z E D .  T h e  c o m m i s s i o n e r  of 

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

m a n a g e m e n t  a n d  o p e r a t i o n  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  at 814 

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  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  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  o f  d i r e c­

to 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  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  to r e t a i n  v e t o  a u t h o r i t y  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  of 

t h e  b o a r d .  T h e  l e a s e - p u r c h a s e  a g r e e m e n t  is r e n e w a b l e  a n n u a l l y  f o r  14 y e a r s

- 1 - HCS CSSB 4 7 2 (Res)
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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  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 - p u r c h a s e  a g r e e m e n t  a n d  h a s  m a n a g 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  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  u n d e r  

th e  t e r m s  o f  t h e  l e a s e - p u r c h a s e  a g r e e m e n t .  T h e  l e a s e - p u r c h a s e  a g r e e m e n t  

s h a l l  r e q u i r e  t h e  l e s s e e  to t r e a t  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 - p u r c h a s e  a g r e e m e n t  m a y  b e  n e g o t i a t e d  b y  t h e  c o m m i s s i o n e r  of 

n a t u r a l  r e s o u r c e s  at a n y  t i m e  b e f o r e  J u l y  1, 1989, o u t  it is 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 - p u r c h a s e  a g r e e m e n t  b e  in e f f e c t  o n  J u l y  1, 

1989. T h e  l e a s e - p u r c h 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  is a n  a m o u n t  e q u a l  to 

$ . 5 0  p e r  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  at t h e  c r e a m e r y  or 

$ 1 3 , 0 0 0  p e r  m o n t h ,  w h i c h e v e r  is g r e a t e r ,  a n d  t h e  l e a s e - p u r c h a s e  p a y m e n t  

s h a l l  b e  a p p l i e d  to t h e  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  of 

d a i r y  p r o d u c t  p r o d u c e r s  h a s  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 - p u r c h a s e  a g r e e m e n t  a u t h o r i z 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  30, 1599, 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  s h a l l ,  at the 

r e q u e s t  o f  t h e  l e s s e e  at a n y  ti m e  a f t e r  J u n e  30, 1999, b u t  b e f o r e  J u n e  30, 

2 0 0 4 ,  t r a n s f e r  t h e  c r e a m e r y  to the l e s s e e .  In v a l u i n g  t h e  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  * for t h e  p u r p o s e s  o f  a t r a n s f e 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 h a l l  b e  v a l u e d  at i t s  f a i r  m a r k e t  V a l u e  at t h e  i n i­

t i a t i o n  o f  t h e  l e a s e - p u r c h a s e  a p ^ e e m e n t  a n d  t h e  l a n d  s h a l l  b e  v a l u e d  at its 

f a i r  m a r k e t  v a l u e  o n  t h e  u 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  f o r  a t r a n s f e r  

u n d e r  t h i s  s e c t i o n .
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S E C T I O N  1:

If, a n d  o n l y  if, d e t e r m i n e d  n e c e s s a r y  by 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  o f  D i r e c t o r s  t o  . 
m a x i m i c e  r e t u r n  o n  l o a n s ,  t h e  E o a r d  m a y  m o d i f y  t h e  t e r m s  o f  
n o t e s  a n d  s e o u i x t y  i n s t r u m e n t s  e n t e r e d  i n t o  o r  a d m i n i s t e r e d  

b y  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 e a n  F u n d .

S E C T I O N  2:

M o d i f i c a t i o n  m a y  r e d u c e  i n t e r e s t  t o  r a t e s  b e l o w ,  
a n d  i n c r e a s e  t e r m s  b e y o n d ,  t h o s e  s p e c i f i e d  in A S  0 3 , 1 0 . 0 3 0 .

S E C T I O N  3:

T h e  t e r m s  o f  a n y  m o d i f i c a t i o n  u n d e r  t h i s  A c t  s h a l l  
b e  c a l c u l a t e d  to r e t u r n  n o t  l e s s  t h a n  t h e  a m o u n t  of t h e  
o r i g i n a l  p r i n c i p a l  d e b t  t o  t h e  f u n d  e x c e p t  as a c r e d i t  f o r  
p r e p a y m e n t .

S E C T I O N  4:

T h e  m a x i m u m  t e r m  o f  a n y  m o d i f i e d  l o a n  s h a l l  b e  30

y e a r s .

S E C T I O N  5:

T h e  e f f e c t i v e  d a t e  o f  t h i s  A c t  is r e t r o a c t i v e  tc 

J u n e  25, 158 7 .
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