ARIZONA HOUSE OF REPRESENTATIVES
Fiftieth Legidlature — First Regular Session

COMMITTEE ON AGRICULTURE AND WATER
Minutes of Meeting

Thursday, January 20, 2011
House Hearing Room 5 -- 9:00 am.

Chairman Jones called the meeting to order at 9:02 am. and attendance was noted by the
secretary.

M ember s Present
Mrs. Barton Mrs. Judd Mr. Urie
Mrs. Brophy McGee Ms. Miranda C Mr. Crandell, Vice-Chairman
Mr. Gallego Mrs. Pancrazi Mr. Jones, Chairman
Members Absent
None
Committee Action
None

INTRODUCTION OF MEMBERSAND STAFFE

Chairman Jones requested that Members of the Committee introduce themselves.

Chairman Jones requested that staff introduce themselves from the podium:
Gina Kash — Majority Research Analyst
Rodney Loehr — Majority Research Intern
Elvy Barton — Minority Senior Policy Advisor
Alexis Ramirez — Minority Research Intern
Charly Laube — Committee Secretary
Tina Fairbanks — Administrative Assistant
Anne DeGraw — Page
Daniel Briggin — Page

ADOPTION OF STANDING COMMITTEE RULES

Gina Kash, Majority Research Anayst, stated that Rule 9(C) of the Committee Rules
(Attachment 1) provides that each Standing Committee shall adopt and file with the Chief
Clerk’s Office rules of procedure consistent with the Rules of the House. She pointed out that
Rule 7 states that amendments shall be in order if printed and distributed to Committee Members
by 4:00 p.m. of the day previous to the Committee meeting; and non-substantive verbal
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amendments may be offered during Committee meetings without prior distribution. Ms. Kash
stated that Rule 8 states that Committee Members and members of the public shall mute the
volume on their electronic devices as a courtesy to the other Members of the Committee and to
the members of the public testifying before the Committee. Ms. Kash read the Committee on
Agriculture and Water Important Deadlines (Attachment 2) that was distributed to each Member
of the Committee for review.

Chairman Jones reminded Members of the Committee to direct all questions through the
Chairman.

APPOINTMENT OF AGRICULTURE AND WATER COMMITTEE OF REFERENCE
MEMBERS

Chairman Jones appointed the following Members to the Committee of Reference:
Mr. Crandell — Chairman
Mr. Jones — Vice-Chairman
Mrs. Brophy McGee
Mrs. Pancrazi
Mrs. Gallego

PRESENTATIONS

Arizona Farm Bureau

Joseph Sigg, Director of Government Relations, Arizona Farm Bureau, stated that the Arizona
Farm Bureau is a base industry that creates jobs and products, exports those products and brings
money back to the state. He stated that as individuals, agricultural producers are “price takers,
not price makers’, and that these individuals cannot increase prices when expenses go up,
therefore as an industry, agriculture adapts and adopts technology to increase the output per unit
to keep unit costs controlled. Mr. Sigg stated global markets are very important to the Arizona
Farm Bureau and that based on data for the last federal fiscal year, the top three international
markets for Arizona grown commodities were Mexico, Japan and Canada (Attachment 3).

Mr. Sigg provided the following information and statistics regarding Arizona s agriculture:

e 95 percent of world' s population lives outside the U.S. and the U.S. isamajor contributor
of food exports.

e Studies for 1993-2007 show that the economic contribution of Arizona agriculture grew
39 percent, from $6.3 billion in 1993 to $10.3 billion in 2007.

e Arizona agriculture continues to be challenged by the following four areas:
1. Energy costs
2. Water
3. Federa policies (including air quality, grazing rights, and availability to a legal and

reliable labor supply)

4. Regulation

In response to a question from Mr. Urie, Chairman Jones stated that he is a customs broker and
works with agriculture companies that have relationships with growers in Mexico who produce
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labor intensive crops. They then import those crops to Yuma to mix with Arizona's crops to
produce a “salad bowl mix”, which is exported from Y uma to various locations. Chairman Jones
stated that Arizona receives the benefit of this partnering because the sales and distribution of
those Mexican products occur in the Yuma area; discussion ensued regarding importing and
exporting to and from Arizona.

Chairman Jones asked what the impact has been on the Arizona Farm Bureau due to the recently
passed federal food safety regulations. Mr. Sigg replied that the impact and challenge has been
with how the rules are written and implemented.

Mr. Crandell asked how the federal government’s campaign to convert to green energy impacts
the Arizona Farm Bureau and Arizona's agriculture. Mr. Sigg replied that the industry is
generaly not in favor of the federal government’s subsidy supports that help one sector of the
industry to the detriment of another; he has seen evidence of this regarding ethanal.

Mrs. Judd asked what the role of the Arizona Farm Bureau will be regarding medical marijuana.
Mr. Sigg stated that the issue within the agricultural community is divisive, but that discussions
are taking place and there are farmers willing to meet the demand. Chairman Jones commented
that the Committee will be hearing from the Department of Agriculture at a later date due to the
complexity of the issue.

Chairman Jones pointed out that the Members should have received a glossary of terms for the
Committee on Agriculture and Water (Attachment 4) and requested that they review its contents
for afuture presentation from the Arizona Department of Water Resources.

Arizona Hor se Council

Robert Shuler, Lobbyist, Arizona Horse Council, introduced Ed O’Brien, President of the
Arizona Horse Council.

Ed O'Brien, President, Arizona Horse Council, stated that the Arizona Horse Council is the
official representative for Arizona's equine industry and has approximately 14,000 members.
Mr. O’'Brien distributed his presentation to the Members (Attachment 5). He stated that the
Arizona Horse Council’s objective is to demonstrate that the Arizona equine industry is an
important industry not only to Arizona's economy, but also to society, and to stress the
importance of preserving the industry.

Mr. O'Brien provided the following information regarding the economy of Arizona's equine
industry:
e There are 177,000 horses in Arizona, ranking Arizona as 23 in the nation for horse
population.
e Arizona sequineindustry isa$1.75 billion-a-year industry.
e The ArizonaHorse Council provides over 15,000 jobsin the state.
e Horse manure and urine are used in commercia fertilizers and manure left on trails
decomposes to become part of the soil and is used for dust abatement.
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Mr. O’ Brien provided the following information regarding the social benefits of Arizona's
Equine Industry:
e Horses are used in various therapeutic activities for autistic children, blind and
disabled adults and children.
e Horses are part of special programs for; orphaned and abandoned children, at-risk
youth, juvenile offenders, inner city children.
e Horses are used in; crowd control (Mounted Police), search and rescue missions,
herding cattle, parades, hayrides, etc.

Arizona State L and Department

Vanessa Hickman, Arizona State Land Department, introduced Maria Baier, the State Land
Commissioner for the Arizona State Land Department.

Maria Baier, State L and Commissioner, Arizona State L and Department, stated that the Arizona
State Land Department is a departure from every other agency because it was established by
Congress and created as a business within government to make money, whereas other agencies
are designed to spend money.

Commissioner Baier stated that the mission of the Arizona State Land Department is:

To manage Sate Trust lands and resources to enhance value and optimize economic return for
the Trust beneficiaries, consistent with sound stewardship, conservation, and business
management principles supporting socioeconomic goals for citizens here today and generations
to come. To manage and provide support for resource conservation programs for the well-being
of the public and the state's natural environment.

Commissioner Baier explained that the Territory of Arizona was established on February 24,
1863, by an Act of Congress. This Act granted sections 16 and 36 of each township for the
benefit of establishing Arizona's public school system. The State Enabling Act, passed on June
20, 1910, allowed the Territory of Arizonato prepare for statehood. In addition to the previously
designated sections of land, the Enabling Act assigned sections 2 and 32 of each township to be
held in trust dedicated to generating revenue for public schools. The Arizona State Land Code
established the Arizona State Land Department in 1915 to manage Trust lands.

Enabling Act and Constitutional Restrictions:
e Trust lands must be appraised at fair market value and cannot be disposed of for less than
that amount.
e Sdeor long-term lease is awarded through public auction to the highest and best bidder.
Land sales or leases in excess of ten years must be advertised for ten weeks.
e Trust lands cannot be mortgaged or encumbered in any way.

Commissioner Baier stated that the Arizona State Land Department manages about 13 percent of
the surface area of Arizona including more than 11,000 active contracts and 1,400 pending
contracts. Commissioner Baier stated that schools are the largest beneficiaries of the Trusts, as
well as universities, colleges and some hospitals. The lands are used for agriculture, grazing,
mineral mining, and commercial and rights-of-way purposes (Attachment 6).

COMMITTEE ON AGRICULTURE AND WATER
4 January 20, 2011



In response to questions from Members, Ms. Baier provided the following information:

e The Arizona Sate Land Department would require $5 million in addition to its
$11 million budget to digitalize its records and does not have the funding necessary at
thistime.

e The expendable fund derives from the passing of Proposition 301 when a cap of
$72.3 million was set. Anything generated above the $72.3 million is contributed to the
classroom site fund for education along with the interest from the permanent fund.

e The State Land Department accepts both cash and financed sales. Financed sales can be
up to 25-year terms with interest. The State Land Department currently has 16 financed
sales with terms.

o All salesexcept the Bullhead sale, which is financed on terms, have been cash sales.

Without objection, the meeting adjourned at 11:05 a.m.

Charly Laube, Committee Secretary
February 8, 2010

(Origina minutes, attachments and audio on file in the Office of the Chief Clerk; video archives
available at http://www.azleg.gov)
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