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Fiscal Estimate Narratives
DATCP 5/22/2003

LRB Number 03-2265/2 Introduction Number AB-349 Estimate Type  Original

Subject

Modify the agricultural producer security program

Assumptions Used in Arriving at Fiscal Estimate

Generally, this bill makes three changes to the Agricultural Producer Security Fund administered by DATCP.
It replaces the requirement that DATCP obtain four surety bonds with a more general requirement that
DATCP obtain contingent financial backing (which could be a bond, letter of credit or some other financial
instrument). It requires contractors who contribute to the fund and have a very high estimated default
exposure to obtain individual security in addition to contributing to the fund. Finally, this bill changes the
interest rate on a loan from the Agrichemical Management Fund to the Agricultural Producer Security Fund.

The requirement that contractors with high estimated default exposure must post individual security could
result in a small loss of revenue for the Agricultural Producer Security Trust Fund. For those contributing
contractors who have an estimated default exposure greater than $18 million in 2003, $19 million in 2004
and $20 million thereafter; the contractor is required to post individual security along with paying
assessments into the fund. In exchange for posting individual security, the contractor is entitled to a
reduction in its assessment obligations to the fund. The assessment is reduced by an amount that is
proportionat to amount of the estimated default exposure that is greater than $18 million, $19 million or $20
million. We estimate that this will result in roughly $22,000 lower total annual assessments. However,
$22,000 is only about 1.1% of the total annual assessments collected by the fund. Presently, there are very
few (if any) contractors who would fail under this provision.

This bili would also have an impact on DATCP's internal fund accounting. Under current law, there is a loan
from the Agricultural Chemical Management Fund to the Agricultural Producer Security Fund at an interest
rate of 5%. This bill reduces the interest rate to 2%. By current statute and under this bill, the loan must be
repaid by June, 2006, but DATCP is on schedule to repay the loan more quickly. If DATCP discontinues
accelerated payments, it could result in up to $66,000 in interest expense saved for the producer security
fund and $66,000 in lost interest revenue for the ag. chem. management fund. However, because of the
accelerated payments, the actual effect will be smaller. ,

Long-Range Fiscal Implications
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